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FINANCIAL HIGHLIGHTS

Year ended December 31,

2020 2019 Change

Revenue RMB’000 26,247,156 23,220,206 +13.0%
Profit for the year RMB’000 1,269,347 1,326,461 -4.3%
Profit attributable to owners

of the Company RMB’000 1,131,545 1,210,643 -6.5%
Gross profit margin % 11.7 12.9 -1.2 pct points
Profit margin for the year % 4.8 5.7 -0.9 pct point
Profit margin attributable

to owners of the Company % 4.3 5.2 -0.9 pct point
Earnings per share

— Basic and diluted RMB 0.64 0.75 -0.11
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CHAIRMAN'S STATEMENT

“COMPREHENSIVE
ESTABLISHMENT OF

THE SOPHISTICATED
MANUFACTURING SYSTEM®

Dear Distinguished Shareholders,

Revenue of RMB
26 25 On behalf of the Board, | would like to present the annual
. billion

report of the Group for the year ended December 31, 2020
to all Shareholders.

Net profit of RMB
prot! In 2020, major changes have taken place in the global

1 27 billion political and economic situation. At the end of 2019 and the
beginning of 2020, the COVID-19 pandemic swept the world,
and the global economy was under pressure. The trade war
Increase of between China and the United States has yet to end, and
1 3 OO/O Sino-US relations have developed tortuously.

as compared to revenue

| am pleased to report to all Shareholders that, despite the
of 2019

complex macroeconomic situation, the Group has, by relying
on its profound industrial and technological accumulation,
reached a new peak of operating income, and its dominant
position in the global high-end manufacturing of semi-trailers
and specialty vehicles becomes more stable. As of December
31, 2020, the Group achieved a revenue of RMB26,247.2
million, hitting another record high.
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CHAIRMAN’S STATEMENT (continueq)

The Group’s decision to transfer to “Sophisticated
Manufacturing System” since 2014 fully reflects our forward-
looking vision and foreseeability. As of December 31, 2020,
the Group is progressing smoothly in building a “Sophisticated
Manufacturing System”. It has built globally 12 “Light Tower”
plants for semi-trailer production, 6 “Light Tower” plants for
production of truck bodies for specialty vehicles and 2 “Light
Tower” plants for production of refrigerated truck bodies, and
has built several series of product modules and digital R&D
platforms.

We will continue to devote ourselves to comprehensively
building and improving the “Sophisticated Manufacturing
System” to maintain the Company’s continuous and long-term
competitive advantage.

PERFORMANCE RESULT

As of December 31, 2020, the Group recorded a revenue of
RMB26,247.2 million, an increase of 13.0% from 2019, and
the net profit reached RMB1,269.3 million.

What needs to be drawn to the attention of all distinguished
Shareholders is that this historic breakthrough of the Group
was achieved under the premise of various uncertainties
such as the COVID-19 pandemic and international relations.
Especially in the first quarter of 2020, the domestic situation
was utterly severe due to the pandemic. While ensuring the
safety of epidemic prevention, the Group overcame numerous
difficulties to resume production and works, and quickly
restored the production efficiency and capacity to the normal
level, helping our performance in China market to achieve
the expected goals.

As the COVID-19 pandemic broke out in China, the Chinese
economy was facing significant pressure in the first quarter.
However, looking back at the whole year, China still showed
strong development resilience, and remained remarkable
among global economies. The Group has firmly grasped the
replacement needs and upgrade chances for the second
generation semi-trailers in China after the pandemic,
the Chinese government’s policies of “regulating illegal
overloading and oversize” and “environmental protection”, and
as China’s cold chain logistics has entered a cycle of rapid
growth, the semi-trailers, specialty vehicles truck bodies, and
refrigerated truck bodies businesses encountered a boom in
production and sales.

In terms of the overseas market, as a global leader in
high-end semi-trailer manufacturing, the Group adhered
to the business philosophy of “Intercontinental Operation,
Local Manufacturing” and gave full play to the advantages
of the “Light Tower” Plants to enable the Group to solidify its
competitive advantages amid unfavorable environments such
as the pandemic, thus effectively resisting shocks.

B cviC Venhicles (Group) Co., Ltd.

The Group sold a total of

131,327

units of semi-trailers
worldwide

A total of

56,449

sets of truck bodies for
urban dump trucks and
cement mixers were sold
in China

A total of

6,049

units of refrigerated
truck bodies were sold
in China




CHAIRMAN’S STATEMENT (continueq)

It is expected that in 2021, the COVID-19 vaccines will be largely rolled out on a global scale,
which will effectively restore the global economy. Relying on the accumulation of strong
sophisticated manufacturing systematic and scale advantages, the Group will seize the
opportunity of market recovery and create greater value for Shareholders during the global
economic recovery.

ENVIRONMENT, SOCIETY, CORPORATE GOVERNANCE AND SUSTAINABLE
DEVELOPMENT

The Group complies with the sustainable development needs of the Chinese government
and the global economy, implements the environmental, social and corporate governance
system under international standards, and always adheres to green production and green
manufacturing. As of the end of the Reporting Period, the Group’s subsidiaries Xi'an CIMC,
CIMC Huajun, Dongguan CIMC and CIMC Ruijiang have all been assessed as national and
provincial “green factories” by the Ministry of Industry and Information Technology of the
People’s Republic of China, continuously practising sustainable corporate development.

NEW STAGE

In June 2020, in the face of major changes unfolding in the world unseen in a century and
drastic changes in the current domestic and international economic situation, the Chinese
government proposed a new development pattern with “the domestic circulation as the
mainstay and the domestic and international dual circulation promoting each other”.

As the central nerve of the social circulation system, logistics is of great significance in
the dual circulation development pattern. In the foreseeable future, the Group will usher in
new development opportunities. At present, the Group already possesses stronger financial
strength and technical talents, enabling the Group to stand firm with global trends and national
development strategies.

In addition, the Group is working hard to achieve listing in both places of Hong Kong and
China. At present, our IPO application on the ChiNext Market of the Shenzhen Stock
Exchange has been reviewed and approved by the Listing Committee for the ChiNext Market
of Shenzhen Stock Exchange. After achieving the A+ H dual Listings, the Group will make full
use of the two major financing platforms to create more far-reaching value for Shareholders.

We also constantly deepened the connotation and extension of our “Sophisticated
Manufacturing System”. During the Reporting Period, the Group proposed four cornerstones for
building the “Sophisticated Manufacturing System”: Upgrade of Product Module, Improvement
of “Light Tower” Plants, Kick-off of Sales and Marketing Transformation and Promotion of the
Organizational Development, and further proposed 21 levers for building the “Sophisticated
Manufacturing System”.

The deepening and expansion of the “Sophisticated Manufacturing System” will enable the
Group to continue to lead the development of the global semi-trailer and specialty vehicle
industry through innovation, and bring long-term growth potentials to our Shareholders’ value
returns.
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CHAIRMAN’S STATEMENT (continueq)

Finally, | would like to thank all distinguished Shareholders and every friend who sincerely
cares about and supports the development of the Group. Thank you for your trust, which
inspires us to the next peak.

2020 has been fruitful, and we feel more confident in 2021!

Mai Boliang
Chairman

Shenzhen, the PRC
March 25, 2021
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group is the world’s leading high-end semi-trailers and specialty vehicles manufacturer.
According to the Global Trailer’s top global OEM ranking list for semi-trailer manufacturers
announced in 2020, the Group was the world’s No. 1 semi-trailer manufacturer in terms of
production volume. The Group engages in the manufacture, sale and after-sales services
of seven major categories of semi-trailers in global major markets. In the China market, the
Group is a competitive and innovative manufacturer of truck bodies for specialty vehicles as
well as a manufacturer of refrigerated truck bodies.

Since entering the industry in 2002, the Group has formed its business and technical
advantages around the concept of “Focus and Innovation”. The Group markets and
sells the products in China under renowned brands in the industry, such as “Tonghua
(3@%FE) 7, “Huajun (ZFEBE) 7, “SCVC SAILING CF#BM) ”, “Ruijiang Vehicles (}m/I/598) ”,
“Lingyu Vehicles (ZF/38) ” and “Liangshan Dongyue (2% &) ”, in North America
under renowned brands, such as “Vanguard” and “CIE”, and in Europe under the “SDC”
and “LAG” brands which are well-known brands with long history. In addition, the Group has
established cooperation with a number of well-known customers in the global semi-trailer
industry, including domestic and international logistics transportation companies and trailer
rental companies. As for specialty vehicles business in China, the Group has established
close partnership with major tractor manufacturers in China.

Through continuous exploration and development for years, the Group has formed an
operation model based on “Intercontinental Operation, Local Manufacturing” in line with current
global conditions. Moreover, relying on its 22 manufacturing plants and 10 assembly plants in
the world, the Group gave full play to its production and assembly capabilities, global supply
chain management and global logistics and distribution.

The Group began to explore the construction of “Sophisticated Manufacturing System” since
2014. At present, the Group has established globally 12 “Light Tower” Plants for the production
of semi-trailer, 6 “Light Tower” Plants for the production of truck bodies of specialty vehicles,
and 2 “Light Tower” Plants for the production of truck bodies for refrigerated trucks, as well
as “Product Module” and digital R&D platforms for a number of semi-trailer series. The Group
will continue to focus on the comprehensive construction and improvement of “Sophisticated
Manufacturing System” to maintain continuous competitive advantages of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS (continueq)

MAJOR PRODUCTS:
(1) Seven major categories of semi-trailer products in the global markets mainly include:
@  Container chassis trailers

@  Flatbed trailers and relevant derivative types, mainly including side-wall trailers
and stake trailers

Curtain-side trailers
Van trailers
Refrigerated trailers

Tank trailers, mainly including dry bulk tank trailers and liquid tank trailers

Q @ o ®© O

Other special types of trailers, mainly including center-axle car carriers and
terminal trailers

(2) Manufacture of truck bodies for specialty vehicles and sales of fully-assembled specialty
vehicles in China:

o Truck bodies for urban dump truck
o Manufacture of truck bodies and sales of fully-assembled vehicles of cement mixer

(83) Manufacture of truck bodies and sales of fully-assembled vehicles of refrigerated trucks

IET I civC Venhicles (Group) Co., Ltd.



MANAGEMENT DISCUSSION AND ANALYSIS (continueq)

CHAPTER 1 2020 BUSINESS REVIEW AND ANALYSIS
L. The Macro-environment and Changes in Industrial Demands

1. In 2020, global economic activities were severely affected by the global outbreak
and spread of COVID-19. In June 2020, the PRC government proposed a new
development pattern with “the domestic circulation as the mainstay and the
domestic and international dual circulation promoting each other”. In particular, the
“domestic circulation” provided a broad development space for various logistics
in China. In the second half of 2020, the global economy was under downward
pressure due to the resurgence of COVID-19 in many overseas countries.
However, the widening application of COVID-19 vaccines will contribute to the
global economic recovery, which in turn will benefit the global logistics and
transportation industry and the demand for semi-trailers.

2. In China’s semi-trailer market, the new national standards of second-generation
semi-trailers (GB1589-2016 and GB7258-2017) came into force in 2020. To
prevent and contain illegal modification of trucks and ensure the safety of
road transportation, the Safe Production Commission under the State Council
conducted the special remediation inspection on illegally modified trucks. In the
eighth meeting of the Central Committee for Financial and Economic Affairs,
building a modern circulation system has officially became an important national
strategy, which will strongly promote the high-quality development of the industry.

3. In terms of specialty vehicles in China, as driven by intensified investments
in infrastructure construction and “new infrastructure”, the units sales of heavy
trucks increased by 38.2% year-on-year in 2020 according to date released by
the China Association of Automobile Manufacturers. As the PRC government has
comprehensively implemented the national standard of limits for emissions from
motor vehicles for the sixth stage, stricter environmental protection measures,
wider regulation of over-limit and overload, and replacement of old vehicles under
national standard of limits for emissions from motor vehicles for the third stage,
intelligent environmental-friendly urban dump trucks and light and durable cement
mixer trucks that the Group has vigorously operated maintained a sound growth
trend.
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MANAGEMENT DISCUSSION AND ANALYSIS (continueq)

4, In terms of refrigerated trucks in China, under the influence of the COVID-19
outbreak, more consumers purchase various consumer goods through e-commerce
models, and thus boosted the demand for fresh food delivery in 2020. Meanwhile,
the spread of COVID-19 led to a surge in global demand for pharmaceutical
supplies and biological products under low-temperature transportation, which
stimulated the demand for medical cold chain and further expanded the cold
chain market in China. The PRC government built a national key infrastructure
network of cold chain logistics in 2020, and implemented the National Food Safety
Standard-Food Hygienic Practices for Cold Chain Logistics ( (RREZ 2 BRIZE
R/~ By REERE) ) , a mandatory standard, since March 11, 2021, which
will lead to a standardized cold chain logistics market.

II. Review on Revenue and Gross Margin of Core Business

During the Reporting Period, the Group sold a total of 131,327 units (2019: 117,707
units) of semi-trailers worldwide. A total of 56,449 sets (2019: 46,267 sets) of truck
bodies for specialty vehicles and 6,049 units (2019: 4,455 units) of truck bodies for
refrigerated trucks were sold in China. As the global economy was affected by the
COVID-19 outbreak, the PRC government proposed a new development pattern with “the
domestic circulation as the mainstay and the domestic and international dual circulation
promoting each other”, which has provided broad development room for the logistics and
transportation market and the sophisticated manufacturing industry in China. Business
segments of the Group in the China market recorded strong growth, which contributed
to the overall revenue performance, with the total revenue of RMB26,247.2 million,
representing a year-on-year increase of 13.0% and hitting a record high.

BEFI cviC Venhicles (Group) Co., Ltd.



MANAGEMENT DISCUSSION AND ANALYSIS (continueq)

The revenue and gross profit margin of each core business are listed as follows:

1. Global semi-trailer business in 2020

Year ended December 31, 2020
Gross profit

Revenue Gross profit margin
RMB in RMB in
millions millions %
China semi-trailer 7,446.6 1,009.1 13.6
North America semi-trailer 3,692.1 491.1 13.3
Europe semi-trailer 1,482.8 112.5 7.6
Other markets semi-trailer 958.2 133.0 13.9
Subtotal 13,5679.7 1,745.7 12.9

As the world’s leading high-end semi-trailers manufacturer, the Group’s semi-
trailer “Light Tower” Plants showcase its advantages in scale. Relying on its “Micro
Innovation” in main products including liquid tank trailers, dry bulk tank trailers, van
trailers and container chassis trailers, the Group has secured its position in the
first echelon. In 2020, the operation performance of global semi-trailer business
recorded stable growth due to our solid foundation of “Intercontinental Operation”
developed by the Group over the years and the “Local Manufacturing” by the local
enterprises of the Group. In particular, the Group experienced significant growth
in the PRC market.

Semi-trailer business in China in 2020 — Despite the impact of the COVID-19
outbreak, the Group rode over the impact of COVID-19 on the China market
through scientific management and control of the resumption of work and
production. Under the national guidance of the “domestic circulation”, the total
social logistics volume amounted to RMB300.1 trillion, representing a compound
annual growth rate of 5.9% from 2017 to 2020, according to the official data issued
by the National Development and Reform Commission in 2020. The scale of the
logistics and transportation market continued increasing in China. In addition,
the demands for the second-generation semi-trailers were fully driven by the
requirements and effective implementation of the national standards of second-
generation semi-trailers (GB7258-2017) and the Technical Specifications for
Safety of Trucks Operating on Roads: Tractors and Trailers ( (2 EEHLZ 2R
MRt - Eo|EEEE) ) |
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MANAGEMENT DISCUSSION AND ANALYSIS (continueq)

During the Reporting Period, the Group launched the “Pioneer Series”* ' products
in line with the development trend of van transportation in China. “Pioneer Series”
products, designed with digital modules, are committed to creating full life cycle
value for our customers through standardized production and manufacturing in
“Light Tower” Plants and the business model of “new marketing and retail”"o® 2,
Among them, the Group’s units sales of van trailers increased significantly by
154.9% year-on-year to 17,744 (2019: 6,961).

Moreover, as the market demand for tank trailers surged, the Group has developed
a number of tank trucks with core technologies such as lightweight, which have
been widely recognized by customers. With the operation of semi-trailer production
line including Lingyu “Tiangi Project™°® 3 in “Light Tower” Plants, the quality of
tank trailers has been greatly improved to meet needs of our customers. During
the Reporting Period, the Group’s units sales of tank trailers increased by 32.8%
year-on-year to 21,125 (2019: 15,913).

During the replacement of the second-generation semi-trailers, “Light Tower”
Plants gave further play to its scale production to effectively reduce production
costs relying on centralized procurement and supply chain management platforms.
During the Reporting Period, our revenue from semi-trailer business in China
increased by 45.8% year-on-year to RMB7,446.6 million, and the gross profit
margin increased by 1.9 percentage points year-on-year. To ride on the booming
economy driven by the domestic circulation, the Group continued to apply
advanced technologies and production capacities in the PRC market to meet the
increasing demand in the semi-trailer market.

Note 1: “Pioneer Series” means the second-generation semi-trailer products launched by core “Light Tower”
Plants organized by the Group, with three major characteristics, namely full digitalization, modular
design, production in the “Light Tower” Plant and use of new marketing.

Note 2: “New Marketing and Retail” means a customer-oriented method of generating customer demand
through online production introduction on a one-to-many basis in interaction and exchange with
consumers by way of “bullet-screen comments” in live streaming on a live streaming platform of online
interaction and sharing, which provides 24-hour online service. The method helps open up online and
offline channels, providing consumers with an integrated and seamless shopping experience.

Note 3: “Tianqi Project” means the production line upgrade and green transformation project of the “Light
Tower” Plant of Luoyang CIMC Lingyu Automobile Co., Ltd., a subsidiary of the Company. The project
(phase 1) was completed in April 2020. The project has been constructed under the Industry 4.0 model,
for deep integration of high-end manufacturing and industrial internet, upgrade and transformation of
the original manufacturing plant for automation, and has involved the use of laser blanking and forming
equipment, robotic welding, fully automatic powder coating lines and metronomic assembly lines.

CIMC Vehicles (Group) Co., Ltd.



MANAGEMENT DISCUSSION AND ANALYSIS (continueq)

Semi-trailer business in North America in 2020 — The business is mainly
comprised of three major types of trailers: van trailers, refrigerated trailers and
container chassis trailers. With the reshaped consumption habits during the
COVID-19 outbreak, the rapid development of e-commerce in North America
accelerated the recovery of the USA freight market.

According to the USA Freight Research Institute, the amount of orders for semi-
trailers surged and the sales of van trailers and refrigerated trailers experienced a
robust rebound due to the strong demand from September to December in 2020.
At the same time, the demand for container chassis trailers has also increased
as the cargo diversion in ports slowed down during the COVID-19 outbreak.
The global economy and USA industrial production are expected to recover with
the wide application of COVID-19 vaccines, which will speed up the recovery of
demand for semi-trailers in the North American market.

The Group continued to optimize its layout of production capacity and promote
the construction of equity investment projects on schedule in line with its
business philosophy of “Intercontinental Operation, Local Manufacturing”. During
the Reporting Period, our revenue from semi-trailer business in North America
amounted to RMB3,692.1 million, representing a year-on-year decrease of 28.4%,
mainly due to the impact of the COVID-19 outbreak. In the second half of 2020, our
revenue decline was significantly slowed down due to sound business recovery.

Semi-trailer business in Europe in 2020 — To cope with the resurgence of
COVID-19, many governments in Europe adopted overall lockdown measures,
which affected the demand of the local market. During the Reporting Period,
the semi-trailer revenue from the European market was RMB1,482.8 million,
representing a year-on-year decrease of 27.1%, mainly due to the significant
decline in revenue in the second half of the year as a result of the impact of the
COVID-19 outbreak.

The major tank trailers plants in Europe have gradually returned to normal levels
in production efficiency and order delivery following the resumption of work
and production since the second quarter of 2020, strengthening the Group’s
leading position in the Europe tank trucks market. In 2020, SDC Trailers Ltd.,
a wholly-owned subsidiary of the Group, has improved its operation efficiency
through continuous upgrade of product modules, and optimized the production
and manufacturing capacity of its plant in Mansfield, the UK, so as to proactively
launch products including van trailers and curtain-side trailers. SDC Trailers Ltd.
recovered its business in a sound manner in the fourth quarter of 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS (continueq)

Semi-trailer business in Other Markets in 2020 — As affected by the COVID-19
outbreak, the business performance of semi-trailers in other markets declined,
and customers generally adopted a wait-and-see approach. The business has
rebounded with the gradual recovery of the global semi-trailer market since the
third quarter of 2020. Based on the business philosophy of “Intercontinental
Operation, Local Manufacturing”, our products in the Southeast Asian market
introduced advanced technologies from mature markets, which are favored by
customers in local markets due to its cost-effective advantage.

The revenue and gross profit margin of the global semi-trailer business of the
Group in 2020 and 2019 and the comparison of changes are listed as follows.
The revenue performance of the global semi-trailer business remained stable:
(1) driven by the accelerated development of China’s logistics and transportation
market under the new development pattern of “dual circulation” put forward by the
PRC government and the effective implementation of the national standard for
second-generation semi-trailers, the demand for semi-trailers in China significantly
increased, and therefore there was a significant increase in the revenue of the
Group from the semi-trailer business in the China market; (2) the global economic
downturn and the decline in the demand for semi-trailers in overseas markets due
to the COVID-19 outbreak led to the decline in the revenue of the Group from
semi-trailer business in North America, Europe and other markets.

Year ended December 31,

Revenue Gross profit margin

2020 2019 Change 2020 2019 Change

RMB in RMB in Percentage

millions millions % % % point

China semi-trailer 7,446.6 5,106.7 45.8 13.6 11.7 1.9
North America

semi-trailer 3,692.1 5,153.0 -28.4 13.3 13.9 -0.6

Europe semi-trailer 1,482.8 2,035.0 -27.1 7.6 9.2 -1.6
Other markets

semi-trailer 958.2 1,256.7 -23.8 13.9 16.6 2.7

Subtotal 13,579.7  13,551.4 0.2 12.9 12.6 0.3

IET I cviC Venhicles (Group) Co., Ltd.



MANAGEMENT DISCUSSION AND ANALYSIS (continueq)

2. Manufacture of truck bodies for specialty vehicles and sales of fully-
assembled specialty vehicles in China in 2020

Year ended December 31, 2020
Gross Gross profit

Revenue profit margin
RMB in RMB in

millions millions %

Manufacture and sales of truck
bodies for specialty vehicles 4,174.8 676.6 16.2
Truck chassis and tractor unit 5,988.4 1224 2.0
Subtotal 10,163.2 799.0 7.9
o In 2020, the Group continued to expand its benefits as a leading enterprise

in the designated reforms of cement mixers and urban dump trucks. The
PRC government successively issued a series of policies to promote
automobile consumption, reduce taxes and fees, speed up urbanization,
and intensify investment in new infrastructure, which provides a sound
business environment for the development of the heavy truck market. During
the Reporting Period, the revenue from the manufacture of truck bodies for
specialty vehicles and sales of fully-assembled specialty vehicles of the
Group in China amounted to RMB10,163.2 million, representing a significant
year-on-year increase of 37.8%.

. The Group launched intelligently manufactured and intelligent cement
mixers, and maintained a leading position in the PRC market. During the
Reporting Period, we sold a total of 29,379 cement mixers, the highest sales
achieved among our peers in China for four consecutive years, according
to statistics from Specialty Vehicle Branch of the China Association of
Automobile Manufacturers.

o Riding on the transformation towards intelligent, environmental-friendly and
light urban dump trucks and capturing on the upgrade of “Product Module”,
the Group worked with tractor manufacturers to develop products, and
completed the upgrade of the production line of urban dump trucks, so as
to enhance our delivery capabilities and improve customer satisfaction.
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MANAGEMENT DISCUSSION AND ANALYSIS (continueq)

o As the PRC government continues to promote environmental protection and
regulate over-load, the Group has always adhered to green production and
enhanced the strategic position of sophisticated manufacturing and green
manufacturing in the Group. In 2020, a major urban dump truck plant of
CIMC-SHAC (Xi’an) Special Vehicles Co., Ltd., a subsidiary of the Group,
and a major cement mixer plant of Wuhu CIMC Ruijiang Automobile Co.,
Ltd., a subsidiary of the Group, obtained the honor of National and Provincial
“Green Plant” in the list of green manufacturers issued by Ministry of Industry
and Information Technology.

The revenue and gross profit margin of the manufacture of truck bodies for
specialty vehicles and the sales of fully-assembled specialty vehicles of the
Group in China in 2020 and the 2019 and the comparison of changes are listed
as follows. The decline in gross profit margin was mainly due to the increase in
the proportion of revenue from truck chassis and tractor unit:

Year ended December 31,

Revenue Gross profit margin
2020 2019 Change 2020 2019 Change
RMB in RMB in Percentage
millions millions % % % point
Manufacture and
sales of truck
bodies for
specialty vehicles 4,174.8 3,729.0 12.0 16.2 20.1 -3.9
Truck chassis and
tractor unit 5,988.4 3,647.7 64.2 2.0 1.2 0.8

Subtotal 10,163.2 7,376.7 37.8 7.9 10.7 -2.8
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3. Manufacture of truck bodies for refrigerated trucks and sales of fully-
assembled refrigerated trucks in China in 2020

o In 2020, the demand for refrigerated trucks surged benefiting from the
expansion of the cold chain logistics market in China. Several PRC
ministries and departments have issued a number of policies and standards
on refrigerated trucks to encourage the development of compliant and
environmental-friendly refrigerated trucks. The Group expanded its leading
advantage in the manufacture of truck bodies for refrigerated trucks and
sales of fully-assembled refrigerated trucks, produced and delivered a total
of 6,049 (2019: 4,455) refrigerated trucks for the year, and the units sales
had a year-on-year increase of 35.8%.

o In terms of truck bodies for refrigerated trucks, the Group has adopted
core technologies including rigid polyurethane foam and insulation plate for
refrigeration purpose, high-pressure and high-density polyurethane foam,
and efficient rivet connection of body plate, and promoted the automated
production of high-quality truck bodies for refrigerated trucks, so as to
enhance the quality and production efficiency of its refrigerated vans. During
the Reporting Period, the gross profit margin of truck bodies for refrigerated
trucks was 23.0%, representing a year-on-year increase of 7.9 percentage
points.

. It is worth mentioning that a major plant of truck bodies for refrigerated
trucks of CIMC Vehicles (Shandong) Co., Ltd., a subsidiary of the Group,
achieved sales revenue of RMB297.7 million for refrigerator cars business,
representing a year-on-year increase of 37.8%.
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4. Sales of parts and components for semi-trailer and specialty vehicle
business in 2020

Year ended December 31, 2020
Gross Gross profit

Revenue profit margin
RMB in RMB in
millions millions %
China market 686.7 93.4 13.6
North America market 638.2 63.7 10.0
Europe market 319.3 73.9 23.1
Other markets 10.3 4.0 38.8
Subtotal 1,654.5 235.0 14.2
o During the Reporting Period, the sales of parts and components business

for semi-trailers and specialty vehicles of the Group accorded with the
expectation of the Group. The Group adjusted the global supply chain
management system, so that the supply chain for parts and components
business in major markets has gradually recovered in the second quarter
of 2020. The Group has realized sound business performance throughout
the year, and the revenue increased by 10.2% year-on-year.

o As the PRC government exercised good control of the COVID-19 outbreak,
its rapid recovery of economic activities led to significant growth in the
parts and components business in the PRC market. With improvement
in professional level of second-generation semi-trailers, the parts and
components business in China market has shifted from simply sales of parts
and components to vehicle repair and maintenance services.

o The parts and components business in overseas markets was affected by
the COVID-19 outbreak, resulting in the postponing of delivery of some parts
and components. The Group actively adjusted its strategy, developed a
business model for licensees, and set up an online digital APP procurement
platform for the parts and components. Customers from the parts and
components business could complete online selection and purchase through
the APP by themselves. During the Reporting Period, revenue from sales of
the parts and components and semi-trailers business in overseas markets
increased year-on-year.
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The revenue from the sales of parts and components of truck bodies for semi-
trailer and specialty vehicles of the Group in 2020 has recorded an overall
increase. The revenue, gross profit margin and the comparison of changes in
2020 and 2019 are listed as follows:

Year ended December 31,

Revenue Gross profit margin

2020 2019 Change 2020 2019 Change

RMB in RMB in Percentage

millions miflions % % % point

China market 686.7 582.2 17.9 13.6 18.7 -5.1

North America market 638.2 608.5 4.9 10.0 9.0 1.0

Europe market 319.3 295.9 7.9 2341 23.7 -0.6

Other markets 10.3 14.6 -29.5 38.8 19.9 18.9
Subtotal 10.2

14.2

15.8 -1.6

1,654.5 1,501.2

Other businesses in 2020
The Group’s other businesses mainly included: (1) sales of other types of vehicles
such as sanitation trucks; (2) others, including other value-added business income,

such as rental and maintenance income.

The revenue, gross profit margin and the comparison of changes of other
businesses in 2020 and 2019 are listed as follows:

Year ended December 31,

Revenue Gross profit margin
2020 2019 Change 2020 2019 Change
RMB in RMB in Percentage
millions millions % % % point
Sales of other types
of vehicles 157.3 188.3 -16.5 23.6 22.9 0.7
Others 374.5 319.7 171 45.5 51.1 -5.6
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Illl. Review of Statement Revenue and Explanation

The revenue and the net profit of the Group for the year ended December 31, 2020 was
RMB26,247.2 million and RMB1,269.3 million respectively.

1. On November 13, 2017, Yangzhou CIMC Tonghua Special Vehicles Co., Ltd. (}5
MApEBEZABAFRAA]) (“Yangzhou Tonghua”), a subsidiary of the Group,
entered into a Relocation and Compensation Agreement (the “Relocation and
Compensation Agreement”) with the Demolition Management Office of Yangzhou
Economic and Technical Development Zone (15 /NAS B F TR 2 R IF B 2 B & 12 %
AZE) (the “Demolition Management Office”). Pursuant to the Relocation and
Compensation Agreement, Yangzhou Tonghua shall relocate in phases during
the three years of 2018, 2019 and 2020. The Demolition Management Office shall
make phased compensation based on the relocation schedule. Pursuant to the
Relocation and Compensation Agreement, the total cash compensation made by
Demolition Management Office to Yangzhou Tonghua for the relocation project
shall be RMB800.0 million. However, as affected by the outbreak of COVID-19,
Yangzhou Tonghua did not complete the relocation as scheduled. Yangzhou
Tonghua negotiated with the Demolition Management Office, and extended the
delivery time stipulated in the Relocation and Compensation Agreement to 2021
by written consent on December 30, 2020. Based on the relocation completed
and the land and property transferred to the government by Yangzhou Tonghua
in 2020, the Group has recorded book gain of RMB209.3 million in 2020 (2019:
RMB204.4 million).

2. In 2020, the Company declared and paid a final dividend of 2019 to the
shareholders, amounting to RMB794.3 million (2019: RMB400.0 million).

IV. Progress in A Share Offering

On May 6, 2020, the Board considered the proposal on the A Share Offering. On May
15, 2020, the Board resolved to approve relevant proposals on the A Share Offering,
and officially prepared and submitted relevant application materials for the A Share
Offering to the Shenzhen Stock Exchange. The relevant proposals in relation to the A
Share Offering were considered and approved at the 2019 annual general meeting, the
first domestic shareholders’ class meeting of 2020 and the first H shareholders’ class
meeting of 2020 convened on June 22, 2020 by the Company. On July 31, 2020, the
Company received a notice of acceptance issued by the Shenzhen Stock Exchange
to the Company. On December 25, 2020, the application of the Company for the A
Share Offering was reviewed and approved at the 60th review meeting of the Listing
Committee for the ChiNext Market of the Shenzhen Stock Exchange in 2020, and was
published on the website for disclosure of information on the approval for offering and
listing on the ChiNext Market of the Shenzhen Stock Exchange. On April 2, 2021, A
Share Offering process has been pushed forward to the stage of submitting registration
to CSRC. Further disclosure on significant updates and development in relation to the A
Share Offering will be made by the Group in due course, pursuant to the Listing Rules
and other applicable laws and regulations.
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CHAPTER Il FINANCIAL POSITION AND ANALYSIS
. Financial Position for 2020
1. Changes in the Group’s total assets and net assets

As at December 31,

2020 2019

RMB in RMB in

million million

Total assets 19,825.2 18,681.1
Net assets 10,448.7 10,220.7

The total assets of the Group as at December 31, 2020 increased by approximately
RMB1,144.1 million compared to that as at December 31, 2019. The changes in
total assets were mainly due to the overall business expansion of the Group, and
the amount of items such as cash and cash equivalents, trade receivables and
fixed assets increased accordingly compared to those as at the end of 2019.

The net assets of the Group as at December 31, 2020 increased by approximately
RMB228.0 million compared to that as at December 31, 2019. The changes in net
assets were mainly the results of the total comprehensive income of the Group
recorded for the year minus the dividend distribution made to the shareholders
of the Company.

2. Changes in the Group’s cash and cash equivalents

Year ended December 31,

2020 2019
RMB in RMB in
million million
Changes in cash and
cash equivalents 478.2 1,174.2

82 Calculated by the cash and cash equivalents of the Group at the end of the year minus
the cash and cash equivalents at the beginning of the year.

The net cash inflow from operating activities in 2020 was RMB2,746.9 million
(2019: RMB1,845.8 million).
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The net cash inflow from operating activities for the year increased significantly
as compared to those last year, which was mainly because: (1) revenue of semi-
trailers and specialty vehicles in China market had a significant year-on-year
increase in the second half year of 2020 after the control of COVID-19; and (2)
the Group consistently took efforts in the management of the operating cash flows,
turning out with the account receivables timely collected, inventories controlled
at a reasonable level, and the advancement received based on the sales orders
increased as compared to those last year.

The investment in long-term assets, such as fixed assets, intangible assets, etc,
in 2020 was RMB1,186.5 million (2019: RMB979.6 million).

The cash inflow from financing activity of the Group arising from Global Offering
of ordinary shares was RMB1,487.5 million in 2019, and there was no such event

in 2020 and thus no impact to the cash flow.

In 2020, the Company paid a dividend of RMB794.3 million to the shareholders
(2019: RMB400.0 million).

3. Changes in the Group’s Return on Equity

The audited profit for the year ended December 31, 2020 was RMB1,269.3 million
(2019: RMB1,326.5 million).

Year ended December 31,

2020 2019
% %
Return on equity™ 12.3 14.6

82 Calculated by the net profit of the Group for the year divided by the average of total
equity at the beginning and the end of the year.

The Group’s return on equity for the year ended December 31, 2020 declined by
2.3 percentage points compared to that for the year ended December 31, 2019.
This was mainly because the increase in the proportion of sales of truck chassis
and tractor for the China specialty vehicles business brought down the gross profit
margin for the sales of domestic fully-assembled specialty vehicles; and the spread
of COVID-19 in the world affected the sales of products with high gross profit in
the North American market.

CIMC Vehicles (Group) Co., Ltd.
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Investment in Core Assets to Promote the Upgrading of Production Lines in 2020

In 2020, the Group has continued to promote the construction of the “Light Tower”
Plants for global semi-trailer and the establishment of a comprehensive “Sophisticated
Manufacturing System”, and the related investment amounted to RMB200.0 million
during the Reporting Period.

The core project of the investment in 2020 was semi-trailer “Light Tower” Plant in
Yangzhou, Jiangsu Province with an investment of RMB200.0 million.

Significant Investment during the Reporting Period

For the year ended December 31, 2020, the Group did not hold any significant
investments that accounted for 5% or more of the Group’s total assets.

Impact and Response of the COVID-19 Outbreak in 2020

In 2020, as the COVID-19 outbreak impacted most countries and regions around the
world, the Group’s customers and suppliers in the global market have also been affected
to various extent. With the outbreak and spread of COVID-19 around the world, some
specialty vehicle companies of the Group suffered temporary impact in terms of overseas
supply chain, imported chassis for specialty vehicles and high-end core components.

The Group has established long-term and stable cooperation with high-quality domestic
and international suppliers through “Intercontinental Operation” over the years. Although
the outbreak caused some impact on overseas suppliers which postponed the delivery,
the Group experienced no shortage of supplies nor delayed delivery which may affect the
business of the Group. Since the amount and proportion of imported core components
were relatively low, and there are sufficient supply capacity and a number of alternative
suppliers, the Group has not experienced any shortage of supplies.

During the outbreak of COVID-19 in the first quarter of 2020, the international
flights were substantially decreased and the international travel was restricted. The
international cargo transportation was also affected to some extent, and the work and
transportation efficiency of ports and terminals were reduced due to some employees of
shipping companies work from home. However, there was no general outage in supplies
and logistics since basic transportation capacities for supplies were maintained. The
international shipping market has basically resumed since the third quarter of 2020. As
the impact of the COVID-19 outbreak on the Group’s export transportation was relatively
slim, there was no stagnant sales in overseas markets that caused by the failure of
transportation companies to resume production in time.
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In 2020, the PRC government has taken effective control of the COVID-19 outbreak,
and gradually resumed large-scale infrastructure construction in all regions. The
recovery of infrastructure market invigorated the demand for compliant urban dump
trucks and compliant cement mixers. At the same time, the demand for semi-trailers
and refrigerated vans continued to increase in the PRC market due to the increasing
development of cold chain logistics and e-commerce logistics during the COVID-19
outbreak. During the Reporting Period, the Group recorded a significant increase in
the revenue from van trailers and truck bodies for refrigerated trucks for e-commerce
logistics and cold chain logistics. In addition, the Group’s proportion of revenue from
North America, Europe and other markets declined due to the impact of the COVID-19
outbreak.

To cope with the impact of the COVID-19 outbreak on the business of the Group, on
the one hand, the Group strengthened communications with overseas customers and
explained the impact of the pandemic which were fully understood by our customers. On
the other hand, the Group has taken robust efforts in organizing production in domestic
plants, which maintained efficient production since the resumption of work.

During the COVID-19 outbreak, the Group has formulated effective emergency
prevention and control plans and implemented all prevention and control measures to
ensure safe production while fighting against the pandemic. The Group has attached
utmost significance to protecting the safety of its employees, and has carried out
active control and arrangement of cash flows and capital usage to offset the impact
of COVID-19. The Group has established senior management teams and working
groups for epidemic prevention work at the headquarters and subordinate enterprises
respectively, to organize the resumption of work and production of headquarters and
subordinate enterprises in a step-by-step and orderly manner from February 3, 2020.
On the one hand, through the use of remote office software such as CIMC IWORK
and DingTalk to support the “remote office” + “work at the office” model of the Group,
not only has the progress of works remained unaffected, but also employees’ safety is
assured to the greatest extent. On the other hand, digital information on the resumption
of work and production of various enterprises is collected everyday to help enterprises
to make scientific and orderly arrangements for resumption of work.
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Details of Material Acquisitions and Disposals related to Subsidiaries, Associates
and Joint Ventures

On June 12, 2020, the Company and CIMC Vehicle Investment Holdings Company
Limited (FFEBE#HIEEERERAF) (“CIMC Vehicle Investment”, a wholly-owned
subsidiary of the Company), entered into the Tianjin Kangde Logistics Equipment Co.,
Ltd. (REREEWRZEERAF) (“Tianjin Kangde”) Equity Transfer Agreement | and
the Tianjin Kangde Equity Transfer Agreement Il with CIMC Unit Load Holdings Co.,
Ltd. (FEHEAERABRAF) (“CIMC Unit Load”, a wholly-owned subsidiary of CIMC,
respectively, pursuant to which, the Company and CIMC Vehicle Investment agreed
to transfer their respective 22.5% and 22.5% equity interests in Tianjin Kangde, and
CIMC Unit Load agreed to acquire an aggregate of 45% equity interests in Tianjin
Kangde, at a total consideration of approximately RMB14.4 million. On the same day,
the Company and CIMC Vehicle Investment also entered into the Tianjin CIMC Logistics
Equipment Co., Ltd. (KEFEMREEBRAF) (“Tianjin Logistics”) Equity Transfer
Agreement | and the Tianjin Logistics Equity Transfer Agreement Il with CIMC Unit Load,
respectively, pursuant to which, the Company and CIMC Vehicle Investment agreed to
transfer their respective 20% and 25% equity interests in Tianjin Logistics, and CIMC
Unit Load agreed to acquire an aggregate of 45% equity interests in Tianjin Logistics, at
a total consideration of approximately RMB53.8 million. Please refer to the Company’s
announcement dated June 12, 2020 for relevant information.

On June 23, 2020, Exploitatiemaatschappij Intraprogres B.V. (a wholly-owned
subsidiary of the Company) entered into the sale and purchase agreement with
Beheermaatschappij “Burg” B.V. (a wholly-owned subsidiary of CIMC Group),
pursuant to which Exploitatiemaatschappij Intraprogres B.V. agreed to purchase
and Beheermaatschappij “Burg” B.V. agreed to sell the land located in No. 75-77
Katwijkerloan, Pijnacker, Rotterdam, the Netherlands, and the plant and equipment
thereon. The total consideration of the acquisition is EUR7,185,000 (approximately
HK$62,712,000), payable in cash. Please refer to the Company’s announcement dated
June 23, 2020 for relevant information.

During the Reporting Period, save as disclosed in this report, the Group had no other
material acquisitions and disposals related to subsidiaries, associates and joint ventures.
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VI. Plans for Significant Investment or Purchase of Capital Assets in the Future and
its Financing Proposals

Save as disclosed in this report and in the “Feasibility Analysis Report on the Proceeds-
funded Investment Projects from the A Shares Offering” as set out in the appendix | of
the supplemental circular of the Company dated June 3, 2020, there was no other plan
approved by the Board for other significant investments or purchases of capital assets
in the future as of the date of this report.

VIl. Use of Proceeds from the Global Offering in 2020

Since the Listing Date, the H Shares of the Company have been listed and traded on
the Hong Kong Stock Exchange. The Company has issued a total of 265,000,000 H
Shares in the Global Offering. After deducting the underwriting fees and expenses on the
Global Offering, the net proceeds from the Global Offering is approximately HK$1,591.3
million. The nominal value of the H Shares of the Company is RMB1.00 per H Share.

On December 5, 2019, March 25, 2020, October 12, 2020 and November 20, 2020, the
Board further resolved to change the use of the net proceeds. For relevant information,
please refer to the Company’s announcements published on December 5, 2019, March
25, 2020, October 12, 2020 and November 20, 2020, respectively .
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The use of the net proceeds from the Global Offering and its utilization as at December
31, 2020, which are intended to be utilized in the next five years from the Listing Date,
are as follows:

Utilized Unutilized

Amount Amount

Original as at as at

Intended December 31, December 31,

Intended Use of Net Proceeds Amount 2020 2020
(HKS$ in (HK$ in (HK$ in

millions) millions) millions)

Develop new manufacturing or assembly

plants and upgrade the marketing model 1,102.7 325.1 777.6
—Develop a new automated production facility for

chassis trailers in the coastline regions along the

eastern or southern US 39.2 28.6 10.6
—Develop a new assembly plant for high-end

refrigerated trailers in the UK or Poland 38.5 12.7 25.8
—Develop a new automated production facility for

refrigerated trailers in Monon, the US 165.4 154.4 11.0

—Develop a new assembly plant for swap
bodies and chassis and flatbed trailers in the

Netherlands 105.3 70.8 34.5
—Develop a new assembly plant for refrigerated

trailers in Canada 39.0 1.5 27.5
—Develop a new manufacturing plant in Jiangmen,

China 87.0 1.6 85.4
—Upgrade the marketing model in China (Notfe) 99.6 - 99.6
—Technical reform and informatization construction

for Xi’an plant in China 32.9 - 32.9
—Develop a new manufacturing plant in Baoji City,

China 70.0 - 70.0
—Build a vehicle park in Kunming, China 78.4 455 32.9
—Expand the manufacturing plant for semi-trailers

in Dongguan, China 118.4 - 118.4

—Expand the manufacturing plant for dry
truck bodies and refrigerated truck bodies in

Zhenjiang, China 35.5 - 35.5
—Expand the manufacturing and assembly plant
for chassis trailers in Rayong, Thailand 193.5 - 193.5
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Utilized Unutilized

Amount Amount

Original as at as at

Intended December 31, December 31,

Intended Use of Net Proceeds Amount 2020 2020

(HK$ in (HKS in (HK$ in

millions) millions) millions)

Research and develop new products 157.5 10.9 146.6

—Invest in industrial funds 84.1 - 84.1

—Develop high-end refrigerated trailers 26.3 5.1 21.2

—Develop other smart trailers 15.7 - 15.7
—Invest in product standardization, unit weight

reduction and modularization in our Europe and

US plants 15.7 - 15.7

—Develop other trailer products 15.7 5.8 9.9
Repay the principal amount and interests of

bank borrowings 157.5 153.8 3.7

Working capital and general corporate purposes 173.6 151.5 22.1

Total 1,591.3 641.3 950.0

Note: As affected by the COVID-19 outbreak, the preliminary preparation for the project will take
longer than originally planned. It is expected that the Company will use the proceeds from the
Global Offering for the project no later than the end of 2022.
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MANAGEMENT DISCUSSION AND ANALYSIS (continueq)

Liquidity and Financial Resources

As at December 31, 2020, the Group had cash and cash equivalents of RMB4,269.4
million (December 31, 2019: RMB3,791.2 million). As at December 31, 2020, the Group
had borrowings of RMB1,225.4 million (December 31, 2019: RMB1,654.7 million).

As at
December 31,
2020

RMB in millions

As at
December 31,
2019

RMB in millions

Long-term borrowings

—Bank borrowings 300.0 -
—Bank borrowings, guaranteed 94.8 88.5
Subtotal 394.8 88.5
Short-term borrowings

—Bank borrowings 566.0 1,496.1
—Bank borrowings, guaranteed 264.3 62.6
—Loans from third parties 0.3 2.2
—Discounted bills - 5.3
Subtotal 830.6 1,566.2
Total borrowings 1,225.4 1,654.7
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The table below sets forth the repayment periods of the Group’s borrowings as below:

As at As at
December 31, December 31,
2020 2019

RMB in millions RMB in millions

Within one year 830.6 1,566.2
One to two years - 88.5
Two to five years 394.8 -
Total 1,225.4 1,654.7

In 2020, the Group’s major cash inflow items are net cash inflow generated from
operating activities of RMB2,746.9 million (2019: RMB1,845.8 million).

There is no seasonal variation in the Group’s borrowing needs. As at December
31, 2020, the weighted average interest rate for short-term borrowings was 3.14%
(December 31, 2019: 4.24%) per annum, and that for long-term borrowings was
3.49% (December 31, 2019: 5.23%) per annum. Borrowings at fixed interest rates
were approximately RMB260.7 million (December 31, 2019: RMB539.4 million). It is
expected that the Group’s short-term borrowings will be repaid by its own funds, bank
credit facilities or proceeds from the Public Offering. During the Reporting Period, the
Group has maintained sufficient cash at bank and liquidity to repay borrowings as they
fell due, and there was no material default in terms of borrowings.

As at December 31, 2020, the Group had current assets of RMB12,965.5 million
(December 31, 2019: RMB12,362.6 million), and current liabilities of RMB8,608.9 million
(December 31, 2019: RMB8,121.2 million). As at December 31, 2020, the Group’s
current ratio was approximately 1.5 times (December 31, 2019: 1.5 times). The current
ratio equals to total current assets divided by total current liabilities. The current ratio
remained stable as compared to 2019.
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Capital Structure

During the Reporting Period, the Group had been adopting a prudent financial
management policy and handling capital expenditures with caution. After the Reporting
Period, the Group will continue to monitor its liquidity and financial resources, and
manage them to maintain a good gearing ratio. As at December 31, 2020, the Group’s
gearing ratio (equal to total debt divided by total equity multiplied by 100%) was 11.7%
(December 31, 2019: 16.2%). The decrease in gearing ratio was mainly due to the
decrease of the Group’s borrowings and the increase of the total equity during the
Reporting Period.

As at December 31, 2020, the Group’s cash and cash equivalents were mainly
denominated in Renminbi and US dollar, and borrowings were mainly denominated
in Renminbi and Great Britain Pound. The Group was exposed to foreign exchange
risk primarily through sales and purchases, capital expenditures and other expenses
that are denominated in a currency other than the functional currency of the relevant
subsidiaries. The Group’s foreign exchange exposure mainly arises from the conversion
of Renminbi against US dollar, Great Britain Pound, Hong Kong dollar and Euro. We
manage our foreign exchange risk by performing regular reviews of our net foreign
exchange exposure and carry out risk management through entering into foreign
exchange forward and swap contracts. The effective period of the Group’s hedging
activities must not exceed twelve months or the term of the relevant borrowings. The
management of the Group continues to monitor the market environment and its own
foreign exchange risk profile, and considers appropriate hedging measures when
necessary. As at December 31, 2020, the foreign exchange forward contracts held
by the Group were mainly outstanding US dollar to Renminbi forward contracts with
a nominal amount of US$5.0 million; outstanding Renminbi to Thailand Baht forward
contracts with a nominal amount of RMB2.0 million; and outstanding US dollar to
Thailand Baht forward contracts with a nominal amount of US$0.8 million.

Capital Commitments

As at December 31, 2020, the Group’s capital commitments were approximately
RMB210.6 million (December 31, 2019: approximately RMB201.6 million), representing a
year-on-year increase of 4.5%, mainly due to additional investment contracts amounting
to RMB62.2 million which have been entered into but have not been performed in whole
or in part.
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The Group has funded and will continue to fund a substantial portion of its capital
commitments from operating cash flow and the proceeds from the Public Offering,
and may utilize borrowings to provide required funds if a financing gap still exists. In
2020, our outstanding capital commitments were mainly attributable to the upgrading
of factories and equipment, and the acquisition of equity.

Xl. Pledge of the Group’s Assets

As at December 31, 2020, except for the pledge for certain bank deposits as disclosed
in “(1)Financial guarantees” of Xll. Contingent Liabilities in this report, the Group had
the carrying amount of RMBO0.4 million of other fixed assets pledged for the guarantees
for property preservation in civil procedure (December 31, 2019: RMB3.2 million).

Xll. Contingent Liabilities
(1) Financial guarantees

The Group and its controlled subsidiaries entered into financial guarantee
contracts relating to vehicle mortgage loans with China Merchants Bank, CIMC
Finance Company, China Guangfa Bank and Industrial Bank to provide guarantees
in respect of banking facilities granted to dealers and customers of the Group,
who had drawn down loans under banking facilities granted to settle outstanding
payables arising from purchasing of vehicles from the Group. As at December 31,
2020, the outstanding balance of the above guarantees provided by the Group
to dealers and customers totalled RMB2,288.3 million (December 31, 2019:
RMB1,786.0 million), and the bank deposits pledged for these guarantees were
RMB169.6 million (December 31, 2019: RMB139.4 million).

(2) Outstanding performance bond and letter of credit

As at December 31, 2020, the Group had outstanding performance bond and
letter of credit of a total of RMB9.5 million (December 31, 2019: RMB4.1 million).

Xlll. 2020 Final Dividend
In view of the fact that the Company is actively promoting the A Share Offering and
pursuant to the relevant laws and regulations and regulatory requirements of A Share

in China, the Board recommended not to pay any final dividend for the year ended
December 31, 2020.
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XIV. Significant Events Occurring after the Reporting Period

On July 30, 2020, the Coalition of American Chassis Manufacturers, consisting of
five enterprises, being Cheetah Chassis Corporation, Hercules Enterprises, LLC,
Pitts Enterprises, Inc., Pratt Industries, Inc., and Stoughton Trailers, LLC, submitted
written applications to the United States International Trade Commission (“U.S. ITC”)
and the U.S. Department of Commerce (“U.S. DOC”), requesting an anti-subsidy and
anti-dumping investigation into the chassis trailers and their components imported
from China (“Anti-dumping and Anti-subsidy Investigation”). On January 4, 2021
and March 4, 2021 (U.S. time), the U.S. DOC published the preliminary affirmative
determination on Anti-dumping and Anti-subsidy Investigation on the Federal Register of
the U.S. government (“Federal Register”), respectively, which set out the anti-subsidy
and anti-dumping deposit rate for the chassis trailers and subassemblies exported to the
United States from the date of publication of preliminary determination on the Federal
Register on and after. On March 22, 2021 (U.S. time), the U.S. DOC published the final
affirmative determination on anti-subsidy investigation on the Federal Register. The U.S.
ITC will make the final determination within 45 days from the date of the publication of
the final affirmative determination of the U.S. DOC. In the meantime, the anti-subsidy
deposit rate in the final affirmative determination by the U.S. DOC will remain in effect.

As of the date of this report, the Anti-dumping and Anti-subsidy Investigation has entered
the investigation stage of the final determination from the U.S. DOC and the U.S. ITC. It
is expected that the U.S. DOC will make the final anti-dumping determination during May
2021, and the U.S. ITC will make the final anti-subsidy and anti-dumping determination
during April 2021 to June 2021, and the above-mentioned final deposit rate and the final
actual amount of the anti-subsidy and anti-dumping guarantee deposits that need to be
paid are still uncertain. The Group will continue to keep a closed eye on the development
of the above-mentioned event and evaluate its impact on the financial and operational
conditions of the Group.
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CHAPTER Il BUSINESS OUTLOOK AND STRATEGY
L. Changes in Macro environment and Industrial Landscape in 2021

The demand of semi-trailer market in China is strong. As new national standards
come into force, the five core models of semi-trailers in China are being transformed.
Among the existing semi-trailers, 50% will be phased out in the next three years as a
result of factors including performance in driving safety, fuel economy, cargo space,
etc., while van trailers, refrigerated trailers and other models will usher in a significant
growth opportunity. Meanwhile, the traditional staked-side trailers in the market of China
continue to see a decline in sales and are gradually brought out of mainstream markets.

As the actions against “overloading and oversizing” become normal and persistent,
specialty vehicles in China, especially environmentally-friendly urban dump truck bodies
and light and durable cement mixer trucks, which are major products of the Group,
benefit from the efforts of the PRC government for “environmental protection” and
against “overloading”.

As fresh food distribution and e-commerce distribution in China are developing rapidly,
China is taking action against “understating the carrying capacities”"°“ of refrigerated
vans and urban distribution trailers, in a systematic and organized manner. The
combination of the two drivers results in urgent demand for compliant truck bodies.

In 2021, the demand for semi-trailers in the North American market bottomed out. In
the future, the overall demand for semi-trailer in North America will grow at a moderate
pace, while the business of the Group will grow organically.

In 2021, the demand for semi-trailers in the European market will fluctuate at a low level.
After the COVID-19 outbreak, the overall demand will gradually pick up.

Looking ahead, the Group has put forward a development plan of “building a
Sophisticated Manufacturing System to cope with major changes”. The Group will
build a Sophisticated Manufacturing System in a comprehensive manner, with a view
to establishing unique advantages under the dual circulation of domestic and foreign
markets, and hitting new high in “Intercontinental Operation”.

Note 4: “Understating the Carrying Capacities” means overstating the carrying capacities of the vehicles,
leading to the inconsistency between the actual carrying capacities of the trucks and the carrying
capacities indicated in the plates during the production process.
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Future Developments and Challenges

The Group will seize the opportunity arising out of the upgrade of semi-trailers in China,
actively capitalize on new marketing and retail to increase the sales volume of second-
generation semi-trailers, thus expanding its market share. The Group will improve the
product quality through modular design, and research and development technology
innovation, establish core “Light Tower” Plants to expand its production capacity for the
second-generation semi-trailer products, so as to meet the fast-growing market demand,
and will improve the gross profit margin of its products.

The Group will also seek opportunities to develop the capabilities for design, integration
and service of certain core parts with the aim of creating greater value for its customers.
The Group has constructed and developed a new retail system for “Pioneer Series” of
semi-trailers, upgraded the intelligent distribution system, improved customer relations,
and strengthened after-sales service and warranty extension service for products.

The Group will continuously expand its superiorities in main products of truck bodies for
specialty vehicles, and will work with tractor manufacturers in design and cooperate with
them. The Group will expand the scale effect of production and purchase, optimize the
total ownership cost of products, and provide a better purchasing experience for users.

The Group will continue to expand the arrangements for manufacturing plants of
refrigerated van bodies, fully put into operation the new “Light Tower” Plant for
refrigerated van bodies, improve the research and development of new-generation
product modules and production technologies, and further seize business opportunities,
so as to achieve organic growth.

During the demand recovery period and the demand growth period of the semi-trailer
market in North America, the Group will implement the comprehensive improvement plan
based on the “Sophisticated Manufacturing System” through optimizing the production
capacity layout, and strive to provide better products and customer experience for local
customers.

The Group will implement a comprehensive improvement plan based on the
“Sophisticated Manufacturing System” for the European semi-trailer business, and
will establish a strong team, so as to improve the operating quality of the semi-trailer
business in Europe.

The foregoing accurately reflects the action plan of the Group in a dual circulation
economy.
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Illl. Key Initiatives to Improve Long-Term Competitiveness

The Group began to build “Light Tower” Plants and made continuous efforts to explore
the approach and methods of “sophisticated manufacturing” since 2014.

“Sophisticated Manufacturing System” is to transform traditional manufacturing systems
featured with low-tech, labor-intensive and heavy workload industry into automated
and intelligent production with high-tech and high-end equipment, so as to achieve the
production target of high quality, high utilization, high efficiency and low pollution.

Based on the best practices of core subsidiaries of the Group and the characteristics of
Industry 4.0, the Group has defined the Sophisticated Manufacturing System for semi-
trailers with four cornerstones, namely upgrading the product module, improving the
“Light Tower” Plants, kicking off the sales and marketing transformation and promoting
the organizational development. In the past few years, the Group has primarily
established a “Light Tower” Plants system which met high-end manufacturing standards
of the industry, and has built some product modules of semi-trailer.

The Group has seized the opportunity of upgrading the first generation semi-trailers to
the second generation in the PRC market relying on its strategy of comprehensively
building the “Sophisticated Manufacturing System”, thus providing products with pretty
appearance, high quality, high cost-performance ratio and more compliant to meet
market needs.

The Group is committed to building the “Sophisticated Manufacturing System” through
upgrading the product module, improving the “Light Tower” Plants, kicking off the sales
and marketing transformation and promoting the organizational development. As such,
the Group can provide high-quality, innovative and market-leading semi-trailers and
other products relying on its advantages in technology, manufacturing, research and
development, and brand, and capture opportunities from changes in market demand,
so as to constantly improve the competitiveness and profitability of the Group.

Upon fully discussing the development path of the industry under the current situation,
the Group has planned in details the specific initiatives on how to upgrade the product
module, improve the “Light Tower” Plants, kick off the sales and marketing transformation
and promote the organizational development in the section of “Manufacturing of Semi-
trailers and Truck Bodies for Specialty Vehicles in China”. These specific initiatives
are actually a concrete portrayal of the 4 cornerstones and 21 levers of the Group’
“Sophisticated Manufacturing System”.
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In the opinion of the Group, the comprehensive establishment of the Sophisticated
Manufacturing System will directly and greatly enhance the Group’s long-term
competitiveness, as well as rapidly increase the Group’s profitability when macro
environment is favorable; and it will also strengthen the Group’s resilience when facing
challenges such as the COVID-19 epidemic.

The Group has formulated the work plan for comprehensively establishing the
Sophisticated Manufacturing System in the three years of 2020-2022.

1. Four cornerstones of Sophisticated Manufacturing System of the Group
“Sophisticated Manufacturing System” is a new generation of manufacturing
system proposed by the Group in March 2020, which covers all core elements of

its business:

1) Effectively formulate the product design process to achieve high
“applicability”.

2) Effectively purchase OEM parts based on designed purposes.

3) Effectively purchase raw materials and outsourcing structural parts based
on designed purposes.

4) Effectively select manufacturing processes and outsourcing processes to
achieve “high efficiency”.

5) Effectively cover all purchasers.
6) Establish a “terminal to terminal” organizational structure to effectively

support the development towards sophisticated core areas including design,
procurement, production and marketing.
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The system will be built based on four cornerstones, namely upgrading the
product module, improving the “Light Tower” Plants, kicking off the sales
and marketing transformation and promoting the organizational development,
as well as 21 specific initiatives as levers. Therefore, the Group can practically
implement its strategic planning for the Sophisticated Manufacturing System, and
create best practices to provide guidance for the development of the industry.

Cornerstone 4:
Promotion of the
Organizational Development

Cornerstone 3:
» Kick-off of

Sales and Marketing
Transformation

Cornerstone 1:
Upgrade of Product Module

Cornerstone 2:
Improvement of “Light Tower” Plants

1)  Upgrade of “Product Module”

At present, the PRC semi-trailer market is in the process of upgrade from the
first generation to the second generation. The second-generation trailer is
composed of three Level 1 modules (cargo platform module, trailer chassis
module and travelling mechanism module).

The Company has established two divisions, i.e. DE-X and DE-Y, which
work closely with the ME division and DE teams of each manufacturing

department through sharing resource and joint advancement.

In the process of upgrading product modules, the Group will take the
following six major steps as levers:

Lever 1.1 ¢ Sort out the Level 1 module of #1-#6 trailers.

Lever 1.2 ¢ Define the Level 2 and Level 3 modules under each Level 1
module.

Lever 1.3 » Optimize the Level 2 and Level 3 modules by surrounding the

five dimensions of “light weight, pretty appearance, high cost-performance
ratio, long service life and easy maintenance”.
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Lever 1.4 ¢ Carry out digital modeling design of the optimized Level 2 and
Level 3 modules.

Lever 1.5 ¢ Build the Product Configurator.

Lever 1.6 ¢ Use product life cycle management system to manage the above
process and Level 3 and Level 2 product modules.

2)  Improvement of “Light Tower” Plants

The Group started construction of the “Light Tower” Plants since 2014. At
present, the Group have established globally 12 “Light Tower” Plants for the
production of semi-trailer, 6 “Light Tower” Plants for the production of truck
bodies of specialty vehicles, and 2 “Light Tower” Plants for the production
of truck bodies for refrigerated trucks. “Light Tower” Plants showcase the
Group’s green concept of “saving energy and reducing pollution” from the
design concept to the manufacturing process, with an aim to continuously
promote product upgrading and green development. The Group have
obtained the honor of National “Green Plant” for consecutive years, reflecting
its exemplary role in building the Sophisticated Manufacturing System and
taking lead in the green development of the semi-trailer industry.

Advantages of the “Light Tower” Plants: good product quality, high material
utilization, high production efficiency, and no worries about environmental
protection. However, “Light Tower” Plants are subject to corresponding
production conditions: batch production, modularized work pieces and
perfect materials management must be available. This has also imposed
higher requirements of integrated technologies and management efficiency
for the construction and development of “Light Tower” Plants.

The Group summarized the following seven key levers for “Light Tower”
Plants:

Lever 2.1 Develop the high-precision uncoiling, blanking and stamping
ability.

Lever 2.2¢ For highly repetitive welding work, set the automated welding
device or robotic welding station.

Lever 2.3« Set the electrophoretic primer device with low VOCs emissions.
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Lever 2.4 (a)e Establish the automated spraying device for highly repetitive
powder spraying work, and attempt to set up the powder spraying workstation
controlled by robots for spraying processes with relatively controllable size
but significant surface changes.

Lever 2.4 (b)e Attempt to build automated “rolling brush and baking finish
lines” and adopt single-sided or two-sided coating for ultra-thin metal plates
below 1.0mm (including galvanized plates, aluminum plates and stainless
steel plates) used in truck bodies and K2 plates.

Lever 2.5 Adopt the tact-system production line for the modularized Level
1 module.

Lever 2.6 Establish a digital management process and labeling system for
the Post Goods Receipts and Put-away of modularized Level 2 and Level
3 modules.

Lever 2.7+ Establish the digital management process and label for the
modularized modules and the product configurator for trailer products.

3)  Kick-off of “Sales and Marketing Transformation”

Marketing transformation refers to building a bridge for evolving from
traditional marketing to new marketing and new retail. The Group summarized
the following four key levers for marketing transformation:

Lever 3.1¢ Utilize the Product Configurator to create a “price broadband” to
form price difference, and develop basic products with low price and high
performance based on the matching results of price range and customer
base.

Lever 3.2¢ Build a live-streaming interaction and sharing platform with 24/7
online customer services, so as to receive customer inquiries and interact
with customers in the live broadcast.

Lever 3.3¢ Build an online vehicle exhibition platform where consumers can
“select products, compare prices and place an order”, as well as arrange
offline meetings with sales consultants and test vehicles.

Lever 3.4¢ Utilize the Product Configurator to formulate a digital catalog

of after-sales parts and components, service stations for replacement, and
price lists. Provide online booking and provision of services.
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4)  Promotion of the Organizational Development

Organizational development refers to establishing teams and departments
with high potentials and “terminal to terminal” plants as well as establishing
enterprises with pursuit of the customers’ satisfaction focusing on levers
of kicking off the sales and marketing transformation, improving the “Light
Tower” Plants and upgrading the product module.

Lever 4.1« Establish fundamentals of the Group.
a) Establish “real fundamentals” of the Group based on current conditions.

b)  Establish “visionary fundamentals” of the Group for the next two or
three years.

c) Bridge the gap between “real fundamentals” and “visionary
fundamentals”.

Lever 4.2« Sort out and explore core operating procedures of the Group.
Lever 4.3« Define core positions (N-2) for core processes.

a) Explore suitable candidates for these core positions and ensure
compatibility.

b) At present, each subsidiary shall carefully form a technical director
office. Following defining core processes of product modules,
“Light Tower” Plants, and sales and marketing transformation, each
subsidiaries shall clearly describe how the technical director office
manages the establishment and application of product modules as
well as the work interface of the technical director office, “Light Tower”
Plants, and sales and marketing transformation. Careful consideration
should be given in selecting the technical director of each subsidiary,
and proper resources shall be allocated for conducting relevant
training.

c) Establish training and certification mechanisms for upgrading the
product module at each subsidiary.

d) Establish training and certification mechanisms for improving “Light
Tower” Plants at each subsidiary.
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e) Establish training and pilot mechanism for promoting sales and
marketing transformation at each subsidiary, so as to provide trainings
for marketing talents with high potentials.

Lever 4.4 Redefine the governance structure of the member companies:
a) The mission and work content of the Board of Directors.
b)  The mission and work content of the general meeting of Shareholders.

c) The approach and methods for employees, minority shareholders and
strategic investors to hold shares.

d) Profit sharing plan and long-term equity incentive mechanism for N,
N-1 and N-2 positions.

2. Managing “New Infrastructure” under the Sophisticated Manufacturing
System

In order to support the implementation of four cornerstones, the Group further
sorted out the grass-root management structure and logics to optimize the
management efficiency and capabilities of the Group, with the aim of integrating
digital, intelligent and efficient management genes into ordinary management
work.

To this end, the Group proposed that managing “new infrastructure” under the
Sophisticated Manufacturing System consists of “Budget 2021”, “Cash 20217,
“Performance 2021”7, “Incentive 2021” and “Report 2021”. The management of
new infrastructure will be built according to these five areas, thus exploring and
formulating a more efficient, intelligent, and digital-based work framework and
process.

At present, the work of Budget 2021 and Cash 2021 has achieved preliminary
results. The work of Performance 2021, Incentive 2021 and Report 2021 will
continue to be sorted out with the advancement of the Sophisticated Manufacturing
System.
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1)  Budget 2021

Major plants of the Group have formulated a three-year business plan, which
requires such plants to complete figures in line with the three-year business
plan. Based on the three-year business plan, the Group has formulated its
three-year business plan, and established a leading and work group for
“Budget 2021” to prepare budgets of each company and the consolidated
budget of the Group.

2) Cash 2021

a) Ensure meeting capital requirements for future dividend distribution to
shareholders

b) Ensure meeting capital requirements for achieving budget goals and
investment plans

C) Enhance the efficiency of capital use and optimize the debt structure
3)  Performance 2021

A performance committee is set up to carry out performance assessment

from four dimensions, namely profitability, cash flow, investment return, and

reporting to shareholders. In particular, the core work of Performance 2021

Work Group includes:

a) formulating guidelines on performance indicators and bonus distribution
for each core company;

b)  formulating guidelines on performance assessment for each core
company; and

c) establishing corresponding work mechanisms and procedures.
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4)  Incentive 2021

Incentives for core talents: The Group has established a standard system
for accrediting core talents who may play a significant role in the Group’s
strategic development in the future. In order to ensure its sustainable
development, the Group has also formulated special incentive plans,
including employee stock ownership plans and job allowance programs, to
empower and retain core talents.

Incentives for key projects: The Group has set up a special incentive
fund for projects that play significant roles in promoting the Company’s
development strategy, and will carry out special evaluation and review of
outstanding individuals, PMO promotion teams and implementation teams in
such projects to grant rewards and impose punishment based on scientific
assessment according to the progress of project completion. As such, the
Group has built an agile and efficient project-based management system to
inspire the potential of professional teams.

5)  Report 2021

The Group will start to consolidate reports in 2021 covering finance, supply
chain, domestic and international operations and sales reports to integrate
all channels. Unified and standardized management will also be implemented
in each subsidiary, which has laid a solid foundation for developing a digital
platform for the reporting system and provided necessary conditions for the
digital transformation of the Group.

In order to develop a management infrastructure which is agile enough to
adapt to its business development, the Group will launch a new report work
on managing new infrastructure in 2021, which will be repeatedly calculated
and upgraded every year along with the update of its information system.
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CORPORATE GOVERNANCE REPORT

The Company understands that Shareholders’ confidence and faith in the Company comes
with good corporate governance, which is fundamental to enhancing Shareholders’ value and
interests. The principles applied to the Company’s corporate governance practices emphasize
an effective Board, prudent risk management and internal control system, corporate
transparency and quality disclosure.

The Company has been constantly striving to review and improve the quality of corporate
governance practices with reference to local and international standards. Since the Listing
Date, the Company has adopted the Corporate Governance Code as its principal guideline
on corporate governance practices.

Meanwhile, in accordance with relevant regulatory requirements from the Hong Kong Stock
Exchange, the CSRC and the Shenzhen Stock Exchange, the Company has formulated the
following policies and systems in relation to corporate governance as the major components
of its corporate governance structure. The main policies and systems are as follows:

o Rules of Procedure for the General Meeting;

o Rules of Procedure for the Board;

J Rules of Procedure for the Supervisory Committee;
. Working Rules for Independent Non-executive Directors",
. Working Rules for the PresidentVor;

. Working Rules for the Secretary of the Board"*’;

. Management System for Outward Investment™e’,

. Management System for Outward Guarantee™,

. Management System for Raised Funds™o®;

. Connected Transaction Management System;

o Information Disclosure Management System™e;
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. Management System for Investor Relations™o®;

. Management System for Inside Information;

J Management System for Registration of Insidersoe;

J Management System for Shares of the Company Held by Directors, Supervisors and

Senior Management and Changes thereofor;

J Internal Audit System™or;

J Management System for Majority-owned Subsidiaries°®;

. Management System for Standardizing the Transfer of Funds to and From Related
Parties"o;

. Procedures for Shareholders to Nominate Director Candidates;

. Shareholders’ Communication Policy;

o Nomination Policy of Directors;

o Board Diversity Policy;

J Dividend Policy.

Note: these systems will not take effect until the completion of the A Share Offering.

The Company has complied with all the code provisions of the Corporate Governance Code
during the Reporting Period.

BOARD OF DIRECTORS
Corporate Governance Functions

The Board is responsible for performing the functions set out in code provision D.3.1 of the
Corporate Governance Code, including (1) to develop and review the Company’s policies and
practices on corporate governance and make recommendations to the Board; (2) to review
and monitor the training and continuous professional development of Directors and senior
management of the Company; (3) to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements; (4) to develop, review and monitor the
code of conduct and compliance manual (if any) applicable to employees of the Company
and Directors; and (5) to review the Company’s compliance with the Corporate Governance
Code and disclosure in the Corporate Governance Report of the Company.
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Duties and assignments

The Board represents the interests of all Shareholders and is accountable to the general
meeting. The Board is principally responsible for: (1) convening general meetings and making
proposals or proposing resolutions at the general meetings, proposing relevant matters
at the general meetings for approval and reporting its work to the general meetings; (2)
implementing the resolutions passed at general meetings; (3) determining the Company’s
specific business operation plans and investment schemes; (4) formulating the Company’s
annual financial budget and final accounts; (5) formulating the Company’s profit distribution
plans and plans for recovery of losses; (6) formulating proposals for increase or reduction
of the Company’s registered capital and for the issuance of corporate bonds; (7) drafting
plans for the Company’s acquisition and disposal of material assets, repurchase of Shares
of the Company, or merger, division, dissolution and transformation of the Company, which
are subject to the approval at the general meetings; determining the establishment of the
Company’s internal management structure, the details of which have been included in the
Articles of Association. For the purpose of supervising the specific affairs of the Company,
the Company has established four special committees of the Board, namely Audit Committee,
Remuneration Committee, Nomination Committee and Strategy and Investment Committee.
The Board has delegated several duties to each special committee of the Board, which
are set out in their respective working rules. Moreover, the management of the Company
provides adequate consultancies for the Board and the special committees of the Board when
appropriate to facilitate the Directors in making informed decisions.

During the Reporting Period, the Board primarily performed, among others, the following
duties and responsibilities:

o reviewed the annual performance and formulated business strategies of the Group;
o reviewed and approved financial statements of the Group for the year ended December
31, 2019, for the six months ended June 30, 2020 and for the nine months ended

September 30, 2020, respectively;

o reviewed the effectiveness of risk management and internal control systems adopted
by the Group;

. reviewed and determined the remuneration of the independent non-executive Directors;
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o approved the appointment of Mr. Huang Haicheng as a non-executive Director and
chairman of the Strategy and Investment Committee of the Company;

. reviewed annual continuing connected transactions;
. reviewed and approved changes in the use of proceeds from the Global Offering;
. reviewed and approved matters in relation to the A Share Offering of the Company.

The notice of a regular Board meeting will be given to all Directors at least 14 days prior to
the meeting. Directors are invited to propose items which they wish to be included in the
agenda for approval and the agenda and relevant meeting materials are sent to the Directors
at least three days prior to the meetings of the Board or special committees of the Board.

Directors are properly briefed on agenda items and provided with opportunities to raise
questions or comments at meetings. Where necessary, professional advisers will be invited to
attend the meetings to give expert advice and explanations to the Directors on agenda items.

Where a Director is unable to attend a meeting, he/she is advised of the matters to be
discussed and can appoint another Director in writing to attend the meeting on his/her behalf.

The Chairman and the senior management will ensure all Directors (including the non-
executive Directors and independent non-executive Directors) have access to adequate,
complete and timely information so that they can make informed decisions and discharge their
duties and responsibilities as Directors. Directors may request further briefing or explanation
on any aspect of the Group’s operations or business and seek advice from the Company
Secretary or her assistant on company secretarial and regulatory matters, including Board
procedures and corporate governance practices. Where appropriate, they can also seek
independent professional advice at the Company’s expenses.

The secretary of the Board is responsible for taking minutes of Board and Board Committee
meetings. The Directors shall sign on the Board resolutions and be liable for the resolutions
passed at the Board meetings. Draft minutes and written resolutions will be circulated to all
Directors or Board Committee members for review and comment for a reasonable period.
Final version of the minutes and written resolutions will be provided to all Directors or Board
Committee members for record within a reasonable time and the signed copies are kept in the
Company’s minutes book maintained by the secretary of the Board for Directors’ inspection.

With a view to facilitating Directors’ attendance at Board meetings and committee meetings

as well as corporate events, the secretary of the Board will seek advice from the Board and
prepare an annual plan for the Board.
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Chairman and Chief Executive Officer

The management of the Board and the day-to-day management of the Group’s business are
clearly divided and separately undertaken by the Chairman and the Chief Executive Officer
to ensure a balance of power and authority.

The Board is responsible for making decisions on specific issues, while the management is
delegated the power to execute and manage the Company’s day-to-day affairs. The Company
has the position of Chief Executive Officer. During the Year, the positions of Chairman and
Chief Executive Officer of the Company are taken up by Mr. Mai Boliang and Mr. Li Guiping
respectively, with clear division of responsibility between them. The Chairman takes charge
of the affairs of the Board and reviews the implementation of the Board’s resolutions whereas
the Chief Executive Officer, under the leadership of the Board, is mainly responsible for the
Company’s management operations and business coordination, and thus the Company has
complied with the provisions of code provision A.2.1 of the Corporate Governance Code. Apart
from the information disclosed in the section headed “Profiles of Directors, Supervisors and
Senior Management” of this report, there is no financial, business, family and other material
related relationship among Directors and between the Chairman and the Chief Executive
Officer.

Board composition

The Board consists of nine members, of which there are three independent non-executive
Directors who constitute one-third of the Board, bringing in a sufficient independent voice.
The other members are one executive Director and five non-executive Directors.

The list of the Board members, by categories of Directors, including the Chairman, executive
Directors, non-executive Directors and independent non-executive Directors, is stated in all
corporate communications that require disclosure of director names.

The list of Directors and their roles and functions have been published on the websites of the
Hong Kong Stock Exchange and the Company.

The Board members come from a wide range of professional and educational backgrounds,
including legal, accounting, investment, economics, management and industry expertise. That
brings a diverse and balance set of skills and experience to the Board, contributing to the
effective direction for the Group’s operations. Latest biographical details of all Directors are
given in the section headed “Profiles of Directors, Supervisors and Senior Management” on
pages 72 to 84 and on the Company’s website.
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The Company has received from each independent non-executive Director a written
confirmation of his independence pursuant to the requirement of the Listing Rules. With
reference to such confirmations, the Company, to its best knowledge, considers all the
independent non-executive Directors fulfill the guidelines on independence as set out in Rule
3.13 of the Listing Rules and all to be independent.

No relationship (neither financial, business nor family) exists among members of the Board
as at the date of this report.

Responsibilities of Directors

The Directors shall take decisions objectively in the best interests of the Group as a
whole. They meet regularly to keep abreast of its conduct, business activities, operational
performance and latest development. Details of Director’s attendance at Board and Board
Committee meetings and general meetings held during the Reporting Period are set out in
the paragraph headed “Director’s attendance” in this section. The Board did not have any
issues subject to discussion during the Reporting Period. The Company will fully comply with
the code provision A.1.1 of the Corporate Governance Code by holding at least four Board
meetings per year on an approximately quarterly basis.

The independent non-executive Directors are particularly responsible for bringing an
independent judgement to the Board. They take the lead where potential conflicts of interests
arise and monitor the Company’s performance in achieving agreed corporate goals and
objectives and the relevant reporting.

In relation to each connected transaction or other transaction of the Company that requires
independent Shareholders’ approval, an independent board committee comprising independent
non-executive Directors who have no interests therein will be formed to give independent
opinion on the transaction.

The Directors ensure that they can give sufficient time and attention to the affairs of the
Company. All Directors have disclosed to the Company, upon their appointment, and
in a timely manner for any changes in their positions held in other listed companies or
organisations and other significant commitments (if any). Information of Directors’ position
in other companies which is of significant nature is set out on pages 72 to 78 and on the
Company’s website.
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Securities Transactions by Directors and Supervisors

The Company has adopted a set of code of conduct regarding securities transactions by
Directors and Supervisors that is on standards no less exacting than those required by the
Model Code. Having made enquiries with all Directors and Supervisors, all Directors and
Supervisors of the Company confirmed that they had complied with the required standards in
respect of securities transactions by Directors and Supervisors as set out in the Model Code
and its code of conduct during the Reporting Period.

Director’s attendance

During the Reporting Period, the attendance at the meetings of the Board and the Board
committees and the general meetings is set out below:

No. of meetings attended/held
Strategy and
Audit Remuneration  Nomination  Investment General
Board  Committee = Committee = Committee ~ Committee Meetings

Executive Director
Mr. Li Guiping (Chief Executive
Officer and President) 12112 - - - - 12

Non-executive Directors

Mr. Mai Boliang (Chairman) 12112 - - 313 - 12
Mr. Chen Bo 12112 - - - - 12
Ms. Zeng Beihua 12112 - 3/3 - 6/6 072
Mr. Wang Yu 1212 - - - 6/6 212
Mr. Huang Haicheng (Note 1) 8/8 - - - 5/5 072
Mr. Liu Dong (Nofe 2) 3/3 - - - 11 -

Independent Non-executive

Directors
Mr. Feng Jinhua 12112 6/6 3/3 3/3 - 072
Mr. Fan Zhaoping 12112 6/6 3/3 33 6/6 2/2
Mr. Cheng Hok Kai Frederick 12/12 6/6 - - - 12
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Notes:

(1)  Mr. Huang Haicheng was appointed as a non-executive Director and chairman of the Strategy and
Investment Committee on May 15, 2020. After the appointment and as of December 31, 2020, there
were 8 Board meetings and 5 meetings of the Strategy and Investment Committee.

2) Mr. Liu Dong resigned as a non-executive Director and chairman of the Strategy and Investment
Committee on May 15, 2020. Prior to the resignation, there were 3 Board meetings and 1 meeting of
the Strategy and Investment Committee.

Directors’ time commitments

In addition to attending formal meetings to understand the Company’s business, the Directors
also attach their attention to the Company’s affairs by listening to reports from the Company’s
management, reviewing operating information regularly provided by the Company, and
conducting on-site inspections of the Company’s operations, so as to gain a comprehensive
understanding of the Company’s business and effectively perform their duties as Directors.
The Board, upon serious review, is of the view that the Directors of the Company have devoted
sufficient time and effort to discharging their duties as Directors during the Year.

DIRECTORS’ TRAINING AND PROFESSIONAL DEVELOPMENT

All Directors should participate in continuous professional development to develop and refresh
their knowledge and skills. This is to ensure that their contribution to the Board remains
informed and relevant. The Company is responsible for arranging and funding suitable training
for the Directors.

A newly-appointed Director will be briefed by the Company’s legal advisor on Directors’
responsibilities under the relevant laws and regulatory requirements (including but not
limited to the Companies Ordinances, the Listing Rules and the SFQO). He/she will also be
provided with a memorandum on Directors’ duties and obligations which assists him/her in
understanding his/her responsibilities as Directors. The Chairman or the Chief Executive
Officer will give a general introduction on the Group and the Company will from time to time
provide relevant operation information, to ensure he/she properly understands the business
and governance policies of the Company.

To update Directors’ understanding of the Group’s operations and business and refresh their

knowledge and skills as Directors, the Company provides the Board with materials on relevant
regulation updates and on significant development or on new opportunities of the Group.
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On July 14, 2020, the Shenzhen Securities Regulatory Bureau of the China Securities
Regulatory Commission organized the Directors, Supervisors and senior management to
participate in the regulatory test of the counseling phase for the proposed listed companies.
From November 12, 2020 to November 25, 2020, independent non-executive Directors
participated in a training course for independent directors of listed companies organized by
the Shenzhen Stock Exchange. They received a total of 30 hours of face-to-face training and
obtained independent director qualification certificates for listed companies.

Due to their own professional capacities, Directors also participated in other trainings relating
to the roles, functions and duties as a director of a listed company or further enhancement of
their professional development. All the Directors had provided their training records for the
year ended December 31, 2020 to the Company.

APPOINTMENT AND RESIGNATION OF DIRECTORS

In accordance with the Articles of Association, Directors (including non-executive Directors
and independent non-executive Directors) shall be elected at the general meeting for a term
of three years from the approval date of relevant resolutions at the general meeting until the
expiry of the term of such session of the Board, and are eligible for re-election upon expiry
of their term of office.

The Chairman and Vice Chairman shall be a Director of the Company and shall be elected and
removed by a majority of all the Directors, with a term of three years, and may be re-elected.

Each of the incumbent Directors (including the independent non-executive Directors) has
entered into a service contract with the Company for a term of three years with effect from
the appointment date and subject to termination in accordance with their respective contract
terms.

Save as stated above, none of Directors or Supervisors has entered into or proposed to enter
into any other service contracts with any member of the Group (other than contracts expiring
or determinable by the employer within one year without payment of compensation (other
than statutory compensation)).
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NOMINATION OF DIRECTORS

In accordance with the Articles of Association and the Company’s Nomination Policy of
Directors, Director candidates shall be nominated to the general meeting in the form of written
proposal by the incumbent Directors or the Shareholders separately or jointly holding over 3%
of the voting Shares of the Company. Proposals put forward by Shareholders to the Company
shall be delivered to the Company at least 7 days before the date of the general meeting.
The Board shall examine the qualifications and requirements of the Director candidates, and
submit them to the general meeting for consideration in the form of written proposal after
the Director candidates is determined by resolutions. The Board shall disclose the detailed
information of the Director candidates before the general meeting (including their biographies
and basic profiles), to ensure the Shareholders shall have sufficient understanding of the
Director candidates at the time of voting.

The Nomination Committee identifies and recommends suitable candidates to the Board,
taken into account various factors, including their education background, qualifications
and experience, to determine whether their attributes is relevant to the business of the
Group, and can complement to the capabilities of the incumbent Directors, having due
regard for the benefits of diversity on the Board, and their independence (in the case of
candidates as independent non-executive Directors). After the final written resolution is
formed, it shall be submitted to the Board for consideration and recommending Director
candidates to shareholders at the general meeting. The Nomination Committee also makes
recommendations to the Board on matters relating to the re-appointment of and succession
planning of Directors.

BOARD DIVERSITY POLICY

According to the requirements of the Listing Rules, the Company has formulated and adopted
a “Board Diversity Policy” which sets out the approach to achieve diversity of the Board.
The Company considers that having a diverse Board is of vital importance to the Company’s
business development. A summary of the Board Diversity Policy is set out below:

With a view to achieving a sustainable and balanced development, the Company sees
increasing diversity at the Board level as an essential element in supporting the attainment of
its strategic objectives and its sustainable development. In designing the Board’s composition
and selecting the Board members, Board diversity has been considered from a number of
aspects, including but not limited to gender, age, educational background, professional
qualifications and work experience. 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. The ultimate decision will be based on merit and contribution that the
selected candidates will bring to the Board.
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The Board will consider from time to time whether it should set any measurable objectives to
facilitate the implementation of the policy. The Nomination Committee has reviewed the Board
composition of the Company with reference to the abovementioned policy in accordance with
the requirements of the Listing Rules, and considers that the Board members of the Company
in term of age, educational background, industry experience, region, terms of services, etc.
comply with the requirements of the Listing Rules for the board diversity.

SUPERVISORY COMMITTEE

The Supervisory Committee is the supervisory body of the Company, and shall be accountable
to the general meeting. Supervisors shall act independently in accordance with the laws to
protect the legitimate interests of Shareholders and the Company. The Supervisory Committee
is composed of three Supervisors, with Mr. Liu Zhenhuan serving as the chairman of the
committee. The Supervisory Committee shall hold at least one meeting every six months.
Notice of the meeting shall be served in writing to all Supervisors ten days before such
meeting is held. Supervisors can propose an interim meeting of the Supervisory Committee.
Notice of the interim meeting of the Supervisory Committee shall be given in writing to all
Supervisors three days before the date of the meeting. The terms of office of a Supervisor
shall be three years, and are eligible for re-election upon term expiration.

The Supervisory Committee performs its duties earnestly in accordance with relevant
provisions of the Company Law of the People’s Republic of China and the Articles of
Association, including examining the Company’s finance, and supervising the performance
of duties to the Company by Directors and senior management to prevent the violation of
laws, administrative regulations and the Articles of Association, and checking the financial
information that the Board intends to submit at the general meetings, such as financial report,
business report and profit distribution plan.

REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

The Company’s policy on remuneration is to maintain fair and competitive packages under a
formal and transparent procedure to attract, retain and motivate talents.

The key components of the remuneration package of executive Directors and senior
management of the Company include basic salary and management bonus. The remuneration
packages of non-executive Directors (including independent non-executive Directors) includes
a fixed director’s fee.

The level of remuneration is mainly based on the experience, scope of duties, work
performance and time committed to the Company, prevailing market rates, salaries paid
by comparable companies and remuneration packages elsewhere in the Company and its
subsidiaries.
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The Remuneration Committee has adopted the model to make recommendations to the Board
on the remuneration packages of individual executive Directors and senior management,
and established a formal and transparent procedure for fixing remuneration packages of all
Directors and senior management of the Company. In accordance with the remuneration policy
of the Company, the committee will assess the remuneration amount payable to Directors,
Supervisors and relevant employees, taking into account a variety of factors, including the
salaries paid by comparable companies, and term of office, commitment, responsibilities and
performance of Directors, Supervisors and senior management (as the case may be). The
Remuneration Committee will review such policy periodically, and consult the Chairman and/
or Chief Executive Officer regarding proposed remuneration of other executive Directors and
senior management and make recommendations to the Board of the remuneration of non-
executive Directors in formal or informal meetings. No person shall be involved in deciding
his own remuneration.

Details of the Remuneration Committee are set out in the section headed “Delegation by the
Board” in this report.

Details of Directors’ remuneration for the year ended December 31, 2020 are listed out in
note 10 to the consolidated financial statements.

The remuneration payable to the members of senior management of the Company fell within
the following bands for 2020:

Number of individuals

RMB1,000,001 to RMB1,500,000
RMB1,500,001 to RMB2,000,000
RMB2,500,001 to RMB3,000,000
RMB5,000,001 to RMB5,500,000
RMB8,000,001 to RMB8,500,000

e T T \ S Y

DELEGATION BY THE BOARD
Management functions

The Board gives clear directions as to the power delegated to the management for the
administrative and management functions of the Company.
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Division of functions reserved to the Board and those delegated to management are set
out clearly in writing and will be reviewed by the Board on a periodic basis and appropriate
adjustments may, from time to time, be made to ensure the effective discharge of the Board’s
decision.

The senior management, led by the President, is responsible for executing strategies and
plans drawn up by the Board and reporting to the Board periodically to ensure proper
execution. Functions and responsibilities of the Board are set out in the section headed “Board
of Directors” in this report.

Board Committees

To streamline its duties and uphold good corporate governance, the Board allocates certain
of its executive and monitoring functions to four committees, namely the Audit Committee,
the Remuneration Committee, the Nomination Committee and the Strategy and Investment
Committee.

Each of the committees has adopted clear written terms of reference, which sets out details
of its authorities, duties and obligations and is on terms no less exacting than the provisions
of the Corporate Governance Code, to report its findings, decisions and recommendations
to the Board. Full terms of reference of each of the committees have been published on the
websites of the Hong Kong Stock Exchange and the Company.

In common with the Board, senior management will give adequate resources to the
committees. The committees can also seek independent professional advice where necessary
at the Company’s expense and is supported by the Company Secretary.

Audit Committee

As of the date of this annual report, the Audit Committee is chaired by Mr. Cheng Hok Kai
Frederick, who possesses professional financial qualifications. The other members of the
committee are Mr. Feng Jinhua and Mr. Fan Zhaoping. All the above three Directors are
independent non-executive Directors and none of them is a former partner of the external
auditor of the Group. The major responsibilities of the Audit Committee are:

. to make recommendations to the Board on the appointment, re-appointment and
removal of the external auditor, to consider and approve the remuneration and terms
of engagement of the external auditor, and addressing any matters on any resignation
or dismissal of the external auditor;
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o to review and monitor the external auditor’'s independence and objectivity and the
effectiveness of its audit process in accordance with applicable standards. The Audit
Committee shall discuss with the external auditor on the nature and scope of its audit
and reporting obligations before the audit commences;

o to develop and implement policy on engaging the external auditor to supply non-audit
services;
. to monitor the Company’s internal audit systems and ensuring the implementation of

such systems;

o to facilitate communications between the internal audit department and the external
auditor;

J to review the Company’s financial information and relevant disclosures; and

J to monitor the Company’s financial reporting system, risk management and internal

control systems.

The Audit committee meets the external auditor and senior management of the Company
regularly. During the Reporting Period, the Audit Committee held 6 meetings in total, which
mainly involved topics including, amongst others:

. reviewing the remuneration and terms of engagement of the external auditor for the
year ended December 31, 2020;

o reviewing the annual results for the year ended December 31, 2019, the interim results
for the six months ended June 30, 2020 and the financial report for the nine months
ended September 30, 2020 of the Group;

J reviewing the continuing connected transactions of the Group during 2019;

. reviewing the amendments to the Company’s systems in relation to the A Share Offering
and the working rules for the Audit Committee of the Board of the Company;

. reviewing the financial reports for the past three years prepared by the Group in

accordance with the China Accounting Standards for Business Enterprises and the
special report on the use of the proceeds from the previous fundraising;
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o reviewing the external auditor’'s management letters and the management’s response
thereto; and

. reviewing the effectiveness of risk management and internal control systems of the
Group for 2019.

The Audit Committee also organised the preparation and review of the 2019 Annual Report
and 2020 Interim Report according to relevant disclosure requirements on the annual
financial report. During the Reporting Period, the Audit Committee had several meetings and
communications with the external auditor in the absence of the Directors. On March 25, 2021,
the Audit Committee reviewed the audited consolidated financial statements for the year ended
December 31, 2020. It also reviewed the internal control system and the effectiveness of the
Company’s internal audit function by periodically listening to the internal audit work report
of the audit department. The statement made by PricewaterhouseCoopers, the Company’s
external auditor, on its reporting responsibilities for financial statements is set out in the
“Independent Auditor’'s Report” in this annual report.

Remuneration Committee

As of the date of this annual report, the Remuneration Committee is chaired by Mr. Fan
Zhaoping, an independent non-executive Director. Its other members are Ms. Zeng Beihua,
a non-executive Director, and Mr. Feng Jinhua, an independent non-executive Director. The
major responsibilities of the Remuneration Committee are:

. to make recommendations to the Board on the Company’s remuneration policy
and structure for all Directors, Supervisors and senior management, and on the
establishment of a formal and transparent procedure for developing the remuneration

policy;

o to review and approve the remuneration proposals of senior management with reference
to the Board’s corporate goals and objectives;

. to make recommendations to the Board on the remuneration packages of executive
Directors and senior management or to determine, with delegated responsibility,
the remuneration packages of executive Directors and senior management. The
remuneration packages shall include benefits in kind, pension rights and compensation
payments (including compensation for loss or termination of their office or appointment);

° to make recommendations to the Board on the remuneration of non-executive Directors;

o to consider salaries paid by comparable companies, time commitment and responsibilities
and employment conditions elsewhere in the Group;
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o to review and approve the compensation payable to executive Directors and senior
management for their loss or termination of office or appointment to ensure that such
compensation is consistent with the contractual terms and is otherwise fair and not
excessive;

o to review and approve the compensation arrangements relating to dismissal or removal
of the Directors for misconduct to ensure that such compensation is consistent with the
contractual terms and is otherwise fair; and

. to ensure that no Director or any of his/her associates is involved in deciding his/her
own remuneration.

During the Reporting Period, the Remuneration Committee held 3 meetings in total, which
mainly involved topics including, amongst others:

. reviewing the amendments to the working rules for the Remuneration Committee of the
Board of the Company; and

J considering the adjustment of the remuneration of independent non-executive Directors
and making recommendations to the Board.

Nomination Committee

From August 27, 2020 and as of the date of this annual report, the Nomination Committee
is chaired by Mr. Feng Jinhua, an independent non-executive Director. Mr. Mai Boliang,
the Chairman and a non-executive Director, ceased to be the chairman of the Nomination
Committee from August 27, 2020, but continued to be a member of the Nomination Committee.
Its other member is Mr. Fan Zhaoping, an independent non-executive Director. The major
responsibilities of the Nomination Committee are:

J to review the structure, size and composition of the Board (including the skills, knowledge
and experience) at least annually and make recommendations on any proposed changes
to the Board to complement the Company’s Board Diversity Policy;

J to identify individuals suitably qualified to become board members and make
recommendations to the Board on the selection of individuals nominated for directorships

in accordance with the nomination policy of the Company;

. to assess the independence of independent non-executive Directors; and
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o to make recommendations to the Board on the appointment or re-appointment of
Directors and succession planning for Directors (in particular the Chairman and the
Chief Executive Officer).

During the Reporting Period, the Nomination Committee held 3 meetings in total, which mainly
involved topics including, amongst others:

o considering the proposed appointment of Mr. Huang Haicheng as a non-executive
Director and the chairman of the Strategy and Investment Committee of the Company;

. considering the amendments to the working rules for the Nomination Committee of the
Board of the Company; and

. considering the change of the chairman of the Nomination Committee and making
recommendations to the Board.

Strategy and Investment Committee

From May 15, 2020, Mr. Huang Haicheng has succeeded Mr. Liu Dong (who has resigned as
a non-executive Director and his position in the Strategy and Investment Committee on May
15, 2020) as the chairman of the Strategy and Investment Committee. As of the date of this
annual report, the Strategy and Investment Committee is chaired by Mr. Huang Haicheng, a
non-executive Director. Its other members are Mr. Wang Yu and Ms. Zeng Beihua, both being
non-executive Directors, and Mr. Fan Zhaoping, an independent non-executive Director. The
major responsibilities of the Strategy and Investment Committee are:

. to study and make recommendations on the Company’s long-term strategic development
plan;
o to study and make recommendations on the major investment programme that is subject

to the approval by the Board;

J to study and make recommendations on the major capital operations and asset
management projects that is subject to the approval by the Board;

. to review the Company’s annual investment proposal;
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o to study and make recommendations on the major investment projects that is subject
to the approval by the Board; and

. other matters authorized by the Board.

During the Reporting Period, the Strategy and Investment Committee held 6 meetings in total,
which mainly involved topics including, amongst others:

o reviewing the investment plan of the Company for 2020;

o considering the amendments to the working rules for the Strategy and Investment
Committee of the Board of the Company;

o considering major disposal and acquisition projects that are subject to the approval of
the Board and making recommendations; and

. considering the changes in the use of Proceeds from the Global Offering.
JOINT COMPANY SECRETARIES

The joint company secretaries of the Company are Ms. Li Zhimin, who is also the vice
president and the secretary of the Board of the Company, and Ms. Ko Mei Ying. Ms. Li Zhimin
is an employee of the Company, who is responsible for the reporting to the Chairman and/
or the President of the Company on corporate governance matters, and ensures that the
Board procedures are followed, facilitating communications among Directors as well as with
Shareholders and management of the Company. In addition, Ms. Ko Mei Ying, a manager of
SWCS Corporate Services Group (Hong Kong) Limited, an external service provider, has been
engaged by the Company as its joint company secretary to act jointly with Ms. Li Zhimin. The
primary contact person with Ms. Ko Mei Ying at the Company is Ms. Li Zhimin. Both Ms. Li
Zhimin and Ms. Ko Mei Ying have informed the Company that they have taken no less than
15 hours of relevant professional training during the year ended December 31, 2020. Their
trainings satisfied the requirements under Rule 3.29 of the Listing Rules.

ACCOUNTABILITY AND AUDIT
Financial reporting
The Board is collectively responsible for ensuring a balanced, clear and understandable

assessment of the Group’s annual and interim reports and other financial disclosures and
reports under statutory requirements.
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In order to enable the Board to make an informed assessment of the financial and other
information put before its approval, executive Directors are provided with financial and
other operational information and analytical review reports of the Group on a monthly basis.
Management would also meet with the Directors regularly to present the quarterly operating
reports and discuss any variance between the budget and the actual results for monitoring
purpose. Moreover, all the Directors were provided with monthly update from the management,
to enable them to assess the Company’s operational performance and financial position in
a timely manner.

The finance department of the Company, headed by the financial officer of the Company, is
specifically responsible for the accounting and financial reporting functions of the Group and
for coordinating and supervising the finance departments of all the operating subsidiaries of
the Company. A majority of the staff of such departments possess academic qualifications
and extensive working experience in accounting and financial reporting. The Group provides
continuous training seminars and on-the-job training and offers allowance for external
training programmes by professional bodies to motivate the staff to enhance and refresh their
knowledge on an ongoing basis.

The annual and interim results of the Group are announced in a timely manner within three
months and two months respectively after the end of the respective financial periods. The
integrity of the financial statements is monitored by the Audit Committee. A statement of the
reporting responsibility of the external auditor is set out in the “Independent Auditor’'s Report”
on page 117.

Risk management and internal control

The Company has established an Internal Audit and Compliance Department, which is
accountable to the Board and the Audit Committee and undertakes the functions such as
compliance audit, special audit, risk management, internal control and project risk assessment
of the Group.

The Board is responsible to ensure a sound and effective risk management and internal
control systems of the Group and would review the effectiveness of such systems from
time to time, so as to safeguard investments of Shareholders and assets of the Group. The
Supervisory Committee supervises the establishment and implementation of internal control
by the Board, and the management take charges of organizing the day-to-day operations
in respect of the Group’s risk management and internal control. However, the Group’s risk
management and internal control systems are created to manage but not to eliminate the risk
of failure to achieve business objectives, and can only provide reasonable but not absolute
assurance against material misstatement or loss.
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The Board has delegated its responsibilities (with relevant authorities) of risk management
and internal control to the Audit Committee, which oversees the risk management and internal
control systems of the Company in the design, implementation and monitoring. The Internal
Audit and Compliance Department and the management of the Company regularly review
the effectiveness of risk management and internal control, and report to the Board after
consideration by the Audit Committee.

The procedures used by the Company to identify, evaluate and manage major risks include:
identifying, analyzing, and responding to external market businesses, environmental safety,
policy changes, etc; identifying, analyzing, and responding to internal financial risks, fraud
risks, operational risks, etc. The Company has attached great importance to risk control, has
integrated risk management, internal control and process management, and has established
a sound and comprehensive risk management and internal control system. The management
and the Internal Audit and Compliance Department have jointly made assessment on the
possibility of risks, provided dealing plan and monitored the risk management procedures,
and report all results and efficiency of the system to the Audit Committee and the Board at
least once annually.

During the Reporting Period, the Internal Audit and Compliance Department of the Group
continued to strengthen the risk control capability, implement internal control defect
rectification plans and form closed-loop management, systematically improve anti-risk
capability, improve rules and regulations, and implement internal control informatization, and
confirmed the effectiveness and adequacy of these systems with the Audit Committee and
the Board for the year ended December 31, 2020.

During the Reporting Period, the Company did not identify major monitoring deficiencies and
important concerns. In the future, the Company will regularly review to ensure the continuous
effectiveness of risk management and internal monitoring system.

The Company has strict rules on the treatment and release of inside information in accordance
with relevant requirements of the Listing Rules, SFO and Management System for Inside
Information and prohibition of any unauthorized use or release of confidential or inside
information. Company Secretary works closely with the senior management in identifying
potential inside information and assessing the materiality thereof, and where appropriate,
reporting such information to the Board to carry out further actions necessary to comply with
the applicable laws and regulations. The Directors, Supervisors and senior management of
the Company have adopted all reasonable measures (including but not limited to restricting
the scope of insiders, registering relevant insiders, signing confidentiality agreements with
third-party organizations (if necessary), and regularly reminding insiders of the requirements
to be complied with when dealing the Shares of Company) to ensure proper precautionary
measures are in place to prevent from violating the disclosure requirements of the Company.
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Auditor and its remuneration

The Company engaged PricewaterhouseCoopers as its external auditor for 2020 until the
conclusion of the 2020 AGM.

For the year ended December 31, 2020, the remunerations for the professional services
provided by PricewaterhouseCoopers are as follows:

Services provided by the external auditor Amount
(RMB: thousand)

— Audit services 7,201
— Non-audit service 205
Total 7,406

COMMUNICATION WITH SHAREHOLDERS
Effective communication

The Board believes that effective communication of full and clear information of the Company
is the key to enhance corporate governance standards and Shareholders’ confidence.

The Company holds conferences with analysts and the press to announce its annual results.
In order to facilitate communication between the Company, Shareholders and the investment
community, the Directors and designated employees will maintain on-going dialogue with
investors and analysts through roadshows and marketing activities for investors.

The Company will keep the Shareholders and the investment community informed of its latest
development via various publications such as announcements, circulars, annual and interim
reports and press releases, which are available on the Company’s website in both English
and Chinese.

An annual general meeting provides a constructive forum to maintain regular and mutual
communication with Shareholders. The Company will arrange the Chairman and the respective
chairman or member(s) of each of the Board committees (including the Independent Board
Committee, where applicable), or if failing so due to unexpected and/or uncontrollable reasons,
his/their duly appointed delegate(s), to attend the general meetings to exchange views with
Shareholders and answer their questions. All Directors are encouraged to attend general
meetings and develop a balance understanding of the view of Shareholders.
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The external auditor will also be invited to attend the annual general meetings to answer
questions about the conduct of the audit, the preparation and content of the auditor’s report,
the accounting policies and auditor independence.

Separate resolutions are proposed on each substantially separate issue, including the election
or re-election of each Director nominated.

To ensure the votes cast are properly counted and recorded, it is the practice of the Company
to appoint representatives of its share registrar in Hong Kong as scrutineer of the voting
procedures in general meetings.

Shareholders’ rights

Any Shareholder is encouraged and entitled to attend all general meetings of the Company,
provided that their Shares have been recorded in the register of members of the Company.
Where an annual general meeting is convened by the Company, it shall issue a written notice
at least 20 clear business days prior to the meeting, and in the case of an extraordinary
general meeting, it shall issue a written notice at least 10 clear business days or 15 days
(whichever is longer) prior to the meeting, to notify all the registered shareholders of the
matters proposed to be considered at the meeting as well as the date and place of the
meeting.

At the general meeting, all resolutions will be voted by way of poll in accordance with the
Listing Rules and the Articles of Association. The chairman of the general meeting will explain
the detailed procedures for voting by way of poll at the beginning of the meeting and answer
the Shareholders’ questions during the meeting.

The Board, the Supervisory Committee and Shareholders severally or jointly holding more
than 3% of the Company’s Shares, shall be entitled to put forward proposals to the Company.
In addition, Shareholders may convene an extraordinary general meeting in accordance
with Article 66 of the Articles of Association. According to the Articles of Association, any
Shareholder who holds, at the date of deposit of the requisition, not less than 10% of the
paid-up capital of the Company which carries the right of voting at the general meetings may,
by submitting a written request to the Board, require an extraordinary general meeting. The
Board shall, pursuant to laws, administrative regulations and the provisions of the Articles
of Association, give a written reply on whether or not to convene the extraordinary general
meeting within 10 days after receipt of the proposal. If the Board agrees to convene the
extraordinary general meeting, it shall serve a notice of such meeting within 5 days after the
resolution is made by the Board. In the event of any change to the original proposal set forth
in the notice, the consent of relevant Shareholder(s) shall be obtained. If the Board does not
agree to convene the extraordinary general meeting or fails to give a reply within 10 days
after receipt of the proposal, Shareholder(s) severally or jointly holding more than 10% of
the Company’s Shares shall be entitled to propose to the Supervisory Committee to convene
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an extraordinary general meeting, and shall put forward such proposal to the Supervisory
Committee in writing. If the Supervisory Committee agrees to convene the extraordinary
general meeting, it shall serve a notice of such meeting within 5 days after receipt of the
said proposal. In the event of any change to the original proposal set forth in the notice, the
consent of relevant Shareholder(s) shall be obtained. In the case of failure to issue the notice
for the general meeting within the term stipulated, the Supervisory Committee shall be deemed
as failing to convene and preside over the general meeting. The Shareholder(s) severally or
jointly holding more than 10% of the Company’s Shares for more than 90 consecutive days
may convene and preside over such meeting by itself/themselves.

Subject to the Article of Association and the Company Law of the People’s Republic of China,
the Company may at general meeting by ordinary resolution elect any person to be a Director
of the Company either to fill a casual vacancy on the Board, or as an addition to the existing
Board. A Shareholder may propose a person other than a Director of the Company for election
as a Director at a general meeting. The “Procedures for Shareholders to Nominate Director
Candidates” has been published on the Company’s website.

Shareholders should direct their questions about their shareholdings to the Company’s share
registrar in Hong Kong.

Shareholders may make enquiries with the Board at the general meetings. Alternatively,
Shareholders may at any time send their enquiries and concerns to the Board by addressing to
the Company Secretary whose contact information are set out in “Investor relations contacts”
hereafter in this section.

Shareholders and investors may at any time make a request for the Company’s information
to the extent such information is publicly available.

Dividend policy

The Board of the Company has approved and updated the “Dividend Policy” on August 26,
2019. According to the dividend policy, dividends to be distributed by the Company each year
shall be between 40% and 60% of the net profit attributable to owners of the Company for the
previous fiscal year, subject to the relevant laws and regulations of the PRC and Hong Kong
and the Articles of Association of the Company. Pursuant to applicable laws, the declaration
and payment of any dividends would require the approval of the Board at its discretion, and
depend on our actual and expected results of operations, cash flows, financial position,
general business conditions, business strategies, expected working capital requirements,
future expansion plans, legal, regulatory and other contractual restrictions, and other factors
that the Board considers appropriate.
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We may declare and pay dividends in cash or by other ways that we consider appropriate.
Any dividends for every fiscal year will be subject to Shareholders’ approval. Any dividends
to be distributed by us will be decided by the Board at its discretion. In addition, our dividend
policy will also be subject to our Articles of Association, the Company Law of the People’s
Republic of China, and any other applicable PRC laws and regulations. In any event, we will
pay dividends out of our profit after tax only after we have made the following allocations: (i)
recovery of accumulated losses, if any; (ii) allocation to the statutory common reserve fund
of an amount of not less than 10% of the Company’s profit after tax, as determined under the
Company Law of the People’s Republic of China; and (iii) allocation, if any, to a discretionary
common reserve fund of an amount approved by the Shareholders at a general meeting.

The minimum allocation to the statutory common reserve fund is 10% of the Company’s
profit after tax, as determined under the Company Law of the People’s Republic of China.
When the statutory common reserve fund reaches and is maintained at or above 50% of the
registered capital of the Company, no further allocation to this statutory common reserve
fund will be required. In accordance with our Articles of Association, after completion of the
Global Offering, dividends may be paid only out of distributable profits as determined under
PRC Generally Accepted Accounting Principles or IFRS, whichever is lower.

Any distributable profits that are not distributed in any given year will be retained and become
available for distribution in subsequent years.

In order to fully consider the interests of Shareholders with rights, the Company has made a
plan in respect of the policy for dividend distribution to be made upon the completion of the A
Share Offering. On June 22, 2020, the Company held the 2019 annual general meeting, the
first domestic Shareholders’ class meeting in 2020, and the first H Shareholders’ class meeting
in 2020, at which the Proposal on the Profit Distribution Policy and Shareholder Return Plan
for the Next Three Years Following the A Share Offering and Listing on the ChiNext Market
(“Return Plan”) was considered and approved.

General meetings held in 2020
During the Reporting Period, the Company held two general meetings in total. The Company

held the 2019 annual general meeting on June 22, 2020, and held the 2020 first extraordinary
general meeting on September 30, 2020.
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INVESTOR RELATIONS CONTACTS

The Company values feedbacks from Shareholders, the investors and the public. Enquiries
and proposals are welcome and can be put to the Company via the following means:

By phone: 86-755-26802116

By email: ir_vehicles@cimc.com

The latest investor relations information is available at the Company’s website at
www.cimcvehiclesgroup.com.

ARTICLES OF ASSOCIATION

On March 25, 2020, the Board proposed the amendments to certain provisions of the Articles
of Association and the Rules of Procedure for the General Meeting. The amendments to the
Articles of Association were approved by the Shareholders by way of a special resolution at
the 2019 annual general meeting, the first H Shareholders’ class meeting in 2020 and the first
domestic Shareholders’ class meeting in 2020 held on June 22, 2020. For details, see the
announcements of the Company dated March 25, 2020 and June 22, 2020, and the circular
of the Company dated April 28, 2020.

In addition, on May 15, 2020 and June 23, 2020, the Board proposed the amendments to
certain provisions of the Articles of Association (Draft) and Appendixes Thereto. The Articles
of Association (Draft) and Appendixes Thereto to be effective upon the A Share Offering
and Listing on the ChiNext Market was approved by the Shareholders by way of a special
resolution at the 2019 annual general meeting, the first H Shareholders’ class meeting in 2020
and the first domestic Shareholders’ class meeting in 2020 held on June 22, 2020; the first
extraordinary general meeting in 2020, the second H Shareholders’ class meeting in 2020 and
the second domestic Shareholders’ class meeting in 2020 held on September 30, 2020. For
details, see the announcements of the Company dated May 15, 2020, June 22, 2020, June
23, 2020, and September 30, 2020, the supplemental circular of the Company dated June 3,
2020, and the circular of the Company dated September 14, 2020.
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PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

The Company has received from each independent non-executive Director an annual
confirmation of his/her independence pursuant to Rule 3.13 of the Listing Rules. The Company
considers all of the independent non-executive Directors are independent.

As at the date of this report, the biographies of Directors, Supervisors and Senior Management
of the Company are as follows:

DIRECTORS
Executive Director

Mr. Li Guiping (Z&Y) , aged 56, is an executive Director, Chief Executive Officer and
President of the Company.

Prior to joining the Group, Mr. Li held various positions in CIMC from 1987 to 2009, including
a director of various operation and production departments from June 1987 to October 1989,
an assistant manager of airport equipment department from October 1989 to August 1991,
and a deputy manager and the deputy general manager of container operation department
from February 1993 to April 2009.

Mr. Li joined the Group in April 2003 and has served in various management positions
including directorship of our certain subsidiaries, associates and/or portfolio companies. He
served as the deputy general manager of the Company from April 2003 to March 2010, the
general manager from March 2010 to January 2018 and the Chief Executive Officer, the
president and a Director since January 2018. In addition to his positions within the Group,
Mr. Li also currently serves as a director of Longyuan Investment.

Mr. Li obtained a bachelor’s degree in engineering with a major in industrial management
engineering from the college of management of Shanghai Jiao Tong University (_E/83 38K
Z) in the PRC in July 1986 and a master’s degree in science from Southern Connecticut
State University in the United States in May 1993. Mr. Li obtained the qualification of senior
economist from the Department of Human Resources of Guangdong Province (EER&E AE
E2) in January 2000. In November 2014, Mr. Li completed the Berkeley Institute on Higher
Education Program for Executives from Chinese State Enterprises in the Center for Studies
in Higher Education, University of California, Berkeley, the United States.

From 2012 to 2020, Mr. Li was elected as the vice president of China Association of
Automobile Manufacturers and the chairman of the special vehicle branch association of
the China Association of Automobile Manufacturers. In October 2016, he was appointed as
an adjunct professor of Jiangsu University. In June 2017, he was appointed as a visiting
professor of Shenzhen University. In July 2018, he was elected as a director of the Federation
of Shenzhen Commerce (I FEEASE) .
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Non-executive Directors

Mr. Mai Boliang (ZfAER) , aged 62, is the Chairman and a non-executive Director of the
Company. Mr. Mai (who ceased to be the chairman of the Nomination Committee from August
27, 2020, but continued to be a member of the Nomination Committee) is also a member of
Nomination Committee.

Before joining the Group, Mr. Mai has held various positions and acted as a director in
CIMC and its subsidiaries, associates and/or portfolio companies since 1982, including the
president of CIMC since March 1994, chief executive officer and president of CIMC between
August 2015 and August 27, 2020, an executive Director of CIMC since March 1994, and the
Chairman of CIMC from August 27, 2020. Mr. Mai currently acts as the chairman, executive
director and chief executive officer of CIMC.

In August 1996, Mr. Mai joined the Company as a Director and currently serves as the
Chairman of the Board and a non-executive Director of the Company.

Mr. Mai obtained a bachelor's degree in engineering from the department of mechanical
engineering of South China University of Technology (¥ T K2 ) in the PRC in July 1982.
Ht A

He is currently the honorary president of China Container Industry Association (FB5%54E
7% %) and the president of Shenzhen Association for Listed Companies.

Ms. Zeng Beihua (Zd1t%) , aged 66, is a non-executive Director of the Company. Ms. Zeng
is also a member of the Remuneration Committee and Strategy and Investment Committee.

Ms. Zeng joined the Company in March 2003 and served as the deputy general manager of
the Company until March 2010. Prior to joining the Group, Ms. Zeng served consecutively
as a director and a general manager of financial management department of CIMC from
April 1989 to March 2001. She later joined CIMC Capital Ltd. (&g EHEHFRAF]) and
served consecutively as the general manager and a director from January 2007 to August
2012. From March 2010 to August 2012, she was also the general manager and a director
of CIMC Financial Institution. From 2010 to 2014, she was the general manager of capital
management department of CIMC.

In May 2014, Ms. Zeng was appointed as the Director of the Company. From 2014 to January
2021, Ms. Zeng held directorship in CIMC’s certain subsidiaries, associates and/or portfolio
companies. She currently serves as a director of Yuanshui Capital Investment (Shenzhen)
Co., Ltd ([R/KEXRIEE (FY) BERZAE]) and a director of China Jiangsu Vanguard Trailer
Rental Co., Ltd. OL##HEEEEFRAF) .
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Ms. Zeng obtained a diploma in industrial accounting from Wuhan University (E/ZKX£) in
the PRC in July 1983 and a postgraduate diploma in accounting from Shanghai University of
Finance and Economics (_E/&8i#&K2) in the PRC in July 1997. She also obtained a diploma
in management program from China Europe International Business School (7 [&} 3 T 522
f%) in the PRC in November 2002. In February 1993, Ms. Zeng obtained the qualification of
accountant awarded by China Merchants Shekou Industrial Zone (B0 T%[E) and
authorized by the Ministry of Transport of the PRC.

Mr. Wang Yu (EF) , aged 49, is a non-executive Director of the Company. Mr. Wang is
also a member of the Strategy and Investment Committee.

Mr. Wang joined the Group in November 2014 and has served as a non-executive Director of
the Company since then. Prior to joining the Group, Mr. Wang worked for International Data
Group (China) as the legal counsel from January 2001 to December 2002. Since 2003, Mr.
Wang served as the general manager of legal department of CIMC. He is currently a director
of certain subsidiaries, associates and/or portfolio companies of CIMC, including a director
of CIMC-TianDa Holdings (Shenzhen) Company Limited (F&XZEZE CRYI) AEAF) ,
a non-executive director of CIMC Enric (a company listed on the Hong Kong Stock Exchange
(stock code: 03899)), the chairman and the general manager of Shenzhen Qianhai CIMC Qigu
Investment Co., Ltd. OFIIFNEFEEAIEEBRAF]) , a director of Sinopacific Offshore &
Engineering Co., Ltd. (@B SKFFEFITIEER A7) and a director of Shenzhen Sky
Capital Co., Ltd. CRIIKEREGR AR .

Mr. Wang obtained a bachelor’s degree in transportation management from Dalian Maritime
University (X:@/&% KE formerly known as Dalian Maritime College (KX:#E/&EZ[RE) ) in
the PRC in July 1993 and a master’s degree in law from Dalian Maritime University (X&)%
£ XZ) in the PRC in June 1996. Mr. Wang obtained lawyer’s qualification certificate from
the Ministry of Justice of the PRC in July 1996. Mr. Wang is currently an arbitrator in China
International Economic and Trade Arbitration Commission (/ REEBESMHERS) .
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Mr. Chen Bo (PRJ¥) , aged 57, is a non-executive Director of the Company.

Prior to joining the Group, Mr. Chen served as an assistant general manager of Shenzhen
Chiwan Freight Co., Ltd. OFIJII7REEERBRAF]) from June 1992 to April 1994, the general
manager of Shenzhen Chiwan Oriental Logistics Co., Ltd. CERIITRER ST RBRAEF))
from September 2009 to August 2015 and an assistant general manager of China Nanshan
Development (Group) Incorporation (FFEIFEILFE (SE) RHDABERAF) from April 2014
to April 2017.

Mr. Chen has been serving as a non-executive Director since December 7, 2018. In addition,
Mr. Chen has been serving as the chairman of Shenzhen Chiwan Oriental Logistics Co., Ltd.
since May 2015 and the deputy general manager of China Nanshan Development (Group)
Incorporation since April 2017. Mr. Chen currently also serves as a director of Shenzhen New
Nanshan Holding (Group) Co., Ltd. CxJIITsrmILiER (RE) BRIDBEMRAF) (a company
listed on the Shenzhen Stock Exchange (stock code: 002314)).

Mr. Chen obtained a bachelor's degree in road transport management from Xi’an Highway

Institute (FAZ AREEFRE) (currently known as Chang’an University (K% KXZ) ) in the PRC

in July 1984. Mr. Chen also has various professional affiliations, including the president of

Shenzhen Container Trailer Association ORI EEAEHEER H =) from 2000 to 2006, the

vice president of Guangdong Road Transport Association (ER & E:EHHE) since 2008,

and the chief supervisor of Guangdong Inter-Provincial Transportation Service Association
(BREWEERREHE) since 2016.

Mr. Huang Haicheng (8% ), aged 36, is a non-executive Director of the Company. Mr.
Huang is also the chairman of the Strategy and Investment Committee.

Mr. Huang obtained a bachelor’'s degree in Economics from Shanghai University of
Finance and Economics (/84 KE) in July 2007, and the Master degree of Business
Administration from China Europe International Business School (/EIEIER T p£pt)
in November 2018. Mr. Huang served as the auditor of Klynveld Peat Marwick Goerdeler
(EERETMSEHAT) from 2007 to 2008 and the vice president of the Sunvision Capital
Investment Limited from 2008 to 2012. He joined the direct investment department of Ping An
Asset Management Co., Ltd. (‘FZEEEIEAREEAR]) in April 2012, and currently serves
as the deputy director of investment in Ping An Capital Co., Ltd. (‘FZEARFREERF]) .
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Independent non-executive Directors

Mr. Feng Jinhua (2®%) , aged 65, is an independent non-executive Director of the
Company. Mr. Feng is also the chairman of the Nomination Committee and a member of the
Audit Committee and Remuneration Committee.

Mr. Feng has substantial working and management experience in the ocean transportation,
shipping and logistics industry and well recognized qualifications in the transportation
industry. Prior to joining the Group, Mr. Feng served consecutively as a deputy chief (&%}
&), a chief (Bl&), a deputy director (gl &) and a director (fz =) of finance branch, the
deputy chief accountant and the chief accountant of, Qingdao Ocean Shipping Co., Ltd.
(BEBRFEHANF))from August 1980 to October 2001, the general manager of finance
department of China Ocean Shipping (Group) Company (FF B )¥:E %) (528 ) 422 7)) from
January 2006 to January 2012, the chief financial officer of COSCO SHIPPING Holdings
Co.,Limited (FF = /B E 5 IEA% 1D B PR A 7)) (previously known as China COSCO Holdings Co.,
Ltd. (FP B FE AR AR A F))) (a company listed on the Hong Kong Stock Exchange
(stock code: 1919)) from January 2012 to November 2013, an executive director of COSCO
Pacific Co., Ltd. (R AKFFER A F])from October 2010 to October 2015, the deputy
managing director of COSCO Pacific Co., Ltd. (F&ERAFFHER 2 A])from October 2013
to October 2015 and the chief financial officer of COSCO (Hong Kong) Group Co., Ltd.
(FRix (B8 ) £EEAMR Q7)) from September 2015 to June 2016. Mr. Feng was appointed
as our non-executive Director on December 10, 2017 and resigned from such position on
October 10, 2018, during the period of which Mr. Feng participated in the decision-making
of the Company in his capacity as a member of the Board, but he was not involved in the
daily management and operations of the Company and had no executive functions over the
Company. He has been serving as an independent non-executive Director since June 26,
2019.

Mr. Feng graduated from Qingdao Ocean Shipping Mariners College (& && ¥/ B8ET) in
the PRC in July 1986 with a major in finance and accounting and obtained an EMBA degree
from the Business School of the University of International Business and Economics (¥#h
KEE S K2) in the PRC in December 2006. In September 2005, Mr. Feng obtained the
qualification of senior accountant awarded by China Road and Bridge Corporation (7 & &5

(%£B) /2 7]) . In April 2006, Mr. Feng was awarded the title of the excellent accountant in
transportation industry by China Communications Accounting Society (FBZRETES) |
and was awarded the title of the outstanding information application promoter by National
Information Evaluation Center (BIZ {5 2L AIZFH L)) in February 2007.
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Mr. Fan Zhaoping (582 ) , aged 66, is an independent non-executive Director of the
Company. Mr. Fan is also the chairman of the Remuneration Committee, a member of the
Audit Committee, Nomination Committee and Strategy and Investment Committee.

Mr. Fan has substantial working and management experience in the road transportation and
logistics industry. Prior to joining the Company, Mr. Fan served as an assistant manager
of finance department, a manager, a supervisor, a director and the chairman of Shenzhen
Chiwan Petroleum Supply Base Co., Ltd. ORIJITRE G AEBARDBRAF) consecutively
from 1988 to 2016, a manager of finance department, a manager of financial investment
department, an assistant general manager and the deputy general manager of China Nanshan
Development (Group) Incorporation (R EIFILFZE (K£E) RHABRZAF]) consecutively from
1991 to 2014, the vice chairman and the chairman of the executive committee of Shenzhen
Chiwan Sembawang Engineering Co. Ltd. ORIIIFREBER G F TIEER A F) from 2012 to
2018, and the external supervisor of Sinotrans Limited (FREISMNERHBBRAA]) , a company
listed on the Hong Kong Stock Exchange (stock code: 598) and a leading integrated logistics
service provider in the PRC, since June 2018. Mr. Fan was appointed as our non-executive
Director on December 10, 2017 and resigned from such position on October 10, 2018, during
the period of which Mr. Fan participated in the decision-making of the Company in his capacity
as a member of the Board, but he was not involved in the daily management and operations
of the Company and had no executive functions over the Company. He has been serving as
our independent non-executive Director since June 26, 2019.

Mr. Fan obtained a bachelor’s degree in accounting from Central University of Finance and
Economics (FFREI4EAE) in the PRC in July 1982 and a master's degree in financial
accounting from Research Institute of Financial Science of the Ministry of Finance of the
PRC (BABEREABXRIEHF5F) in September 1986. In December 1987, Mr. Fan obtained the
qualification of assistant researcher from the MOF.
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Mr. Cheng Hok Kai Frederick (Zf28F{) , aged 57, is an independent non-executive Director
of the Company. Mr. Cheng is also the chairman of the Audit Committee.

Prior to joining the Company, Mr. Cheng served as the audit assistant and senior accountant
of Price Waterhouse (currently known as PricewaterhouseCoopers) consecutively from
November 1985 to August 1988, primarily responsible for audit assignments for various
companies; the finance director of Asia Pacific and Japan of LSI Logic Hong Kong Limited
from July 1997 to August 2004, primarily responsible for finance and accounting function
for the operation in Asia Pacific and Japan; the finance director of Pacific Rim of Mentor
Graphics Asia Pte Ltd. from August 2004 to April 2006, primarily responsible for the finance
and accounting function of the operation in the Pacific Rim; the finance director for Asia Pacific
region of the Autodesk Asia Pte Ltd. from April 2006 to June 2008, primarily responsible for
finance and accounting function of the operation in Asia Pacific; and the chief financial officer,
company secretary, managing director of corporate finance and investment and authorized
representative of PuraPharm Corporation Limited (5 h#ZE%A R A 5], a company listed on
the Hong Kong Stock Exchange (stock code: 1498)) consecutively from April 2010 to January
2018. Mr. Cheng is an executive director in Sanai Health Industry Group Company Limited (
—ERREXSBEARAF], a company listed on the Hong Kong Stock Exchange (stock
code: 1889)) from May 2019 to October 2019. Mr. Cheng is currently an independent non-
executive director, the chairman of the audit committee and a member of the nomination and
remuneration committee in Luzhou Xinglu Water (Group) Co., Ltd. CEM ™ EEKE (L)
I& 17 BBR A ], a company listed on the Hong Kong Stock Exchange (stock code: 2281)), and
an independent non-executive director, the chairman of the audit committee and a member
of the remuneration committee in JiaXing Gas Group Co., Ltd. (ZEMRREBERHER A A,
a company listed on the Hong Kong Stock Exchange (stock code: 9908)). He was appointed
as the independent non-executive director and the chairman of the audit committee in China
Shun Ke Long Holdings Limited (a company listed on the Hong Kong Stock Exchange (7
IB% 1= % B BR 2 7], a company listed on the Hong Kong Stock Exchange (stock code: 974))
in July 27, 2020. He was appointed as chief financial officer of Advanced Assembly Materials
International Limited in January 1, 2021.

Mr. Cheng obtained his bachelor's degree in finance and accounting from the University of
Salford in the UK in July 1985, and his master’s degree in accounting from the University of
New South Wales in Australia in May 1992. Mr. Cheng was admitted as a certified practicing
accountant of CPA Australia (formerly known as the Australian Society of Certified Practicing
Accountants) and an associate member of the Hong Kong Institute of Certified Public
Accountants (formerly known as the Hong Kong Society of Accountants) in February 1992 and
April 1992, respectively. Mr. Cheng became a fellow member of the Hong Kong Institute of
Certified Public Accountants and CPA Australia in March 2003 and January 2004, respectively.
Mr. Cheng was admitted as an associate member of the Chartered Governance Institute.U.K.
(formerly known as the Institute of Chartered Secretaries and Administrators.U.K.) in April
1995 and a member of the Governance Institute of Australia (formerly known as Chartered
Secretaries Australia) in December 1996. Mr. Cheng became a fellow member of both the
Institute of Chartered Secretaries and Administrators and the Governance Institute of Australia
in June 2012 and November 2013, respectively.
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SUPERVISORY COMMITTEE

Mr. Liu Hongqing (2I#tE) , aged 57, is an employee representative Supervisor of the
Company.

Prior to joining the Company, Mr. Liu served as a designer of Jiangsu Tongyun (Group)
Jiangyang Automobile Factory (JL# & @:ESRE)LI5/TEm) from July 1986 to November
1991, a director of engineering department and the chief engineer of Yangzhou Tonghua
from December 1991 to March 2003 and the chief engineer and deputy general manager of
Yangzhou Tonghua from April 2003 to April 2010.

Mr. Liu joined the Group in April 2003 and served as our Supervisor since then. Meanwhile,
he has also been serving as the general manager of Yangzhou Tonghua since May 2010.

Mr. Liu obtained a bachelor's degree in automotive design and manufacturing from Jiangsu
University (JT# KXZ) in the PRC in July 1986 and obtained a postgraduate certificate in
automotive design and manufacturing from Jiangsu University (JT#A2) in the PRC in
August 1999. In November 2013, Mr. Liu obtained the qualification of senior engineer at
researcher level from the Department of Human Resources and Social Security of Jiangsu
Province (JIL# %4 A W& RMTE{RIEEE) . He was awarded the title of the Outstanding
Entrepreneurs of the Machinery Industry in Jiangsu Province (the Third Session) (25 =J& T
FRAEMITEEBLER) by Jiangsu Provincial Association of Machinery Industry (T &%
HWAITHEHE) in May 2018.

Mr. Liu also holds various professional positions, including a director of the China Association
for Standardization, Automobile Branch (FBIZ%E{v & /9552 ) since October 2014, a
standing director of China Association of Automobile Manufacturers (FREI/SE T ¥ <)
since April 2017, an executive director of the Society of Automotive Engineers of Jiang Su (
TERERETIZE ) for a term commencing from October 2017 and ending in October 2022,
an adjunct master tutor of Yangzhou University (/M X2 ) since May 2012 and an industrial
professor of Jiangsu University (T# A2) since 2019.
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Mr. Liu Zhenhuan (2|fEIR) , aged 65, is a shareholder representative Supervisor of the
Company.

Prior to joining the Group, Mr. Liu served as a director and the deputy general manager of
China Merchants Hainan Development Co., Ltd. (R E/EEERE#Z 7)) from December
1994 to August 1995, a director of China Merchants International Travel Company (9
REBEE R4 A 7)) from August 1995 to December 1997, the chlef accountant of China
Ocean Shipping Agency (also known as Penavico) (HEI5NmIE4RAF]) from January 1998
to December 2000, a director of Huatai Insurance Group Co., Ltd. from 1999 to 2000, the
deputy general manager of COSCO Group Investment Co., Ltd. (FEREEREGRAF))
from January 2001 to November 2002 and the financial general manager of China COSCO
Shipping (West Asia) Co., Ltd. (F &2 7)) from December 2002 to November 2006.

Mr. Liu joined CIMC in February 2007 and served as an assistant to the general manager
of the financial management department of CIMC, the vice general manager and general
manager of the audit and supervision department of CIMC, the secretary of the disciplinary
and inspection commission of CIMC and a member of the executive committee of CIMC until
February 2021.

Mr. Liu has been our Supervisor since August 2011, and was appointed as the chairman of
the Supervisory Committee of the Company on October 10, 2018.

Mr. Liu obtained a bachelor’s degree in shipping transportation financial accounting
from Shanghai Maritime University ( -/&8/8% A2 ) (formerly known as Shanghai Maritime
College (E/&/8EZFT) ) in the PRC in July 1987.

Mr. Liu obtained the qualification of senior auditor from the Ministry of Transport of the PRC (
EE AR AT EEL) in November 1994, the qualification of senior accountant from the
Ministry of Transport of the PRC (F#E ARHEFMEZR@BES) in October 1998, and obtained
the qualification of CRMA (Bl A EIRFERAT) from American Institute of Internal
Auditors (EBINHEEFENZE) in June 2012.

Mr. Liu also holds various professional positions, including a visiting professor of accounting
of Shanghai Maritime University since September 1999, a member of the Internal Control
Standards Committee of the MOF (I EfNIZIZ#EZE®) since November 2014, a deputy
director of Transportation Branch of China Institute of Internal Audit (R ERIFFAHE R
M5 ) and a vice president of Guangdong Enterprise Institute for Internal Controls (R
EFEANEIEFHE) and the chairman of its experts committee since December 2013. Mr.
Liu was also awarded the title of outstanding internal control manager of listed companies in
China (B EMAREEH AILLEIE) by China Internal Control Research Center (7 Bl E54%
#1750 ) in December 2013.
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PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT (continued)

Mr. Li Xiaofu (Z=BEHE) , aged 36, is a shareholder representative Supervisor of the Company.

Prior to joining the Group, Mr. Li served as an engineer of electrical control branch of high-tech
department of GAC R&D Center (BN TBEEKERH AR ARAEILEMTE (BAHAEE) ) .

Mr. Li joined the Group in October 2013 and served as a senior research and development
engineer at our research and development center up to March 2015. Mr. Li subsequently
served as a senior research and development engineer and project leader of our Light Tower
project from March 2015 to September 2017, primarily responsible for “Light Tower” plant
planning, application research on auto-manufacturing technology in semi-trailer manufacturing,
leading the team, coordinating several cross-departmental and cross-enterprise upgrading
projects of “Manufacturing Light-towerlization” in the Group. Mr. Li subsequently served
as an office director of our technology office from September 2017 to July 2018, primarily
responsible for assisting the chief technology officer in managing the chief technology office
and structuring three-core working system, relevant designing and manufacturing for various
product platforms, incubating and managing digital projects. Mr. Li has made outstanding
contributions to the Group over the years and has been serving as the chief technology officer
of the Group since July 2018, primarily responsible for the overall technology of the Group.

Mr. Li obtained a bachelor’s degree in engineering with a major in ground weapon motor
engineering (R 22#E) TH2) from Beijing Institute of Technology (1t F3IE T KE) in the
PRC in July 2006. He also obtained a doctor’s degree in engineering with a major in vehicle
engineering (EE& T#2) from South China University of Technology ((FE T K2 ) in the
PRC in December 2012.
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PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT (continued)

SENIOR MANAGEMENT

Mr. Li Guiping (Z&¥) is an executive Director, Chief Executive Officer and President of
the Company. See “Executive Director” above for the biographical details of Mr. Li.

Mr. Jiang Qiwen (¥RAX) , aged 57, is the senior vice president of the Company.

Mr. Jiang was appointed as the Company’s senior vice president at the Board meeting of the
Company held on December 16, 2019, with effect from December 16, 2019, and for a term
of three years.

From April 1984 to January 1996, Mr. Jiang successively served as a worker, monitor,
dispatcher and manager assistant in the production department of Shenzhen Southern
CIMC Containers Manufacture Co., Ltd., CRIIE TR EEEAEZEFRAF) (“Southern
CIMC”); from January 1996 to December 2000, he served as the manager of the production
department of Shenzhen CIMC-TianDa Airport Support Co., Ltd. ORI EREEERERR
A|]) ; from December 2000 to January 2004, he served as the manager of the production
department of Southern CIMC; from April 2004 to March 2008, he served as assistant to the
general manager and deputy general manager of Shenzhen CIMC Special Vehicle Co., Ltd.

CRYIPEREBEARRAF) (“CIMCSV?); from March 2008 to December 2009, he served as
executive deputy general manager of CIMCSV; from January 2010 to January 2017, he served
as general manager of CIMCSV; since January 2017, he has been serving as the president
of the consortium of CIMCSV; and since 2018, he has been serving as the chairman of CIMC
Huajun.

Mr. Sun Chunan (&%) , aged 51, is an executive vice president and the chief operation
officer of the Company responsible for the PRC market.

Mr. Sun served as the director of Guangzhou office of Yangzhou Tonghua Special Vehicles
Co., Lid. (BB EEHERMKHAERAF) from 1996 to 2001 and then the deputy manager
of sales department of southern China of the Company from 2002 to 2004. He subsequently
served as the deputy general manager of CIMC Shenzhen from 2005 to 2010. From October
2010 to 2019, Mr. Sun served as the general manager of the sales center for southeast China
area of the Company.

Mr. Sun obtained a bachelor’s degree in bioengineering from Jiangnan University (TFEA
E) (formerly named Wuxi Institute of Light Industry) (#$58¢ T % 25) in the PRC in June
1991. Mr. Sun obtained the qualification of assistant engineer (B2 T#2R0) in November
1992 from Yangzhou Sanhe Pickles Co., Ltd. In June 2010, Mr. Sun completed a voyage
program organized by CIMC.
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PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT (continued)

Mr. Ye Jianfeng (E#li£) , aged 47, is an executive vice president and the chief operation
officer of the Company responsible for the overseas markets.

Prior to joining the Group, Mr. Ye served as the quality control supervisor of Shenzhen
Southern CIMC Containers Manufacture Co., Ltd. ORIIIF 5P EEEBRIEER A F]) from
June to November 2004.

He joined the Group in November 2004 and served as sales manager, department assistant
manager and department manager of the new business development department of the
Company from November 2004 to 2015. He successively served as assistant to the general
manager and director of global business development at the Company from 2015 to 2018.

Mr. Ye graduated from Shenzhen University (J&3JII’X2) in the PRC, majoring in English, in
June 1993 and obtained a master’s degree in business administration from the University of
Ballarat in Australia in August 2004.

Mr. Ji Haifeng (& 781&) , aged 52, is the executive vice president and chief financial officer
of the Company.

Prior to joining the Group, he worked in Motorola, Inc. (a company listed on the New York
Stock Exchange (stock code: MSI)) since February 1998; and in Hewlett Packard Inc. (formerly
known as Hewlett-Packard Company, a company listed on the New York Stock Exchange
(stock code: HPQ)) from January 2007 to October 2015. Mr. Ji then joined the international
business department of Midea Group Co., Ltd. (EMSE B/ ER A F], a company listed on
the Shenzhen Stock Exchange (stock code: 000333)) and served as the financial director
from October 2015 to July 2017. From July 2017 to June 2018, he served as the chief financial
officer at Toshiba Lifestyle Products and Services Corporation. Mr. Ji re-joined Midea Group
Co., Ltd. afterwards and worked as the chief financial officer at the international business
department from June 2018 to February 2019. From April 2017 to September 2017, he served
as a non-executive director of MISR Refrigeration and Air Conditioning Mfg. Co. S.A.E (which
was listed on the Egyptian Stock Exchange (stock code: MRCO.CA) and delisted in July 2018).

Since February 2019, Mr. Ji has been serving as the executive vice president and chief
financial officer of the Company, and also as the financial director of the Company since
March 25, 2020. Mr. Ji obtained a bachelor’s degree in radio engineering from the University
of Science and Technology of China (FEIRIZEHHMTAE) in July 1990. He obtained a
master’s degree in computer engineering from the University of Missouri in December 1997
and a master’s degree in business administration from the Graduate School of Business of
the University of Chicago in December 2003. Mr. Ji was accredited as a Chartered Financial
Analyst by the CFA Institute in September 2006.
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PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT (continued)

Ms. Li Zhimin (ZE8) , aged 51, is the vice president of the Company, the secretary of
the Board and the joint Company Secretary of the Company.

Ms. Li worked with Tiangin Accounting Firm (KE)€&tAIEFT) from July 2000 to November
2001; and as the manager of audit department of Tianjian Xinde Accounting Firm (XEZ{z1=
SR EFFT) from October 2001 to April 2005.

Since April 2005, Ms. Li joined the Group and held various positions such as the finance
manager, the head of finance department of the Company, the assistant to general manager
of the Company and the deputy general manager.

Ms. Li graduated from school of management science and engineering from Wuhan University
of Technology (EVZT % K2 ) in the PRC with a major in industrial management engineering
in June 1991. Ms. Li obtained the qualification of accountant from the MOF in May 1997
and the qualification of certified public accountant from Hubei Institute of Certified Public
Accountants on September 5, 1997.
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DIRECTORS’ REPORT

The Board would like to present their report and the audited consolidated financial statements
of the Group for the Year.

PRINCIPAL ACTIVITIES

During the Reporting Period, the Group is mainly engaged in the manufacture and sale of
semi-trailers and truck bodies for specialty vehicles, and is an enterprise manufacturing
refrigerated van bodies. There was no significant change in the nature of the Group’s principal
activities during the Year. Details are set out in the section headed “Management Discussion
and Analysis” on pages 9 to 46 of this report.

FINANCIAL POSITION AND RESULTS

The financial position of the Group as at December 31, 2020 and profit for the Year are set
out on pages 125 and 126, and page 123 respectively of this report.

BUSINESS REVIEW

The business review during the year of the Group and the discussion on the future
developments of the Group’s business are set out separately under the section headed
“‘Management Discussion and Analysis” on pages 9 to 46 of this report.

CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining the entitlement to attend and vote at the 2020 AGM to be held
on Monday, May 31, 2021, the register of members will be closed from Tuesday, May 11, 2021
to Monday, May 31, 2021 (both days inclusive), during which no transfer of Shares will be
registered. In order to determine the identity of Shareholders who are entitled to attend and vote
at the 2020 AGM, all Share transfers accompanied by the relevant share certificates must be
lodged with the Company’s share registrar in Hong Kong, Computershare Hong Kong Investor
Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong (for H Shareholders), or the registered office of the Company in the PRC
at No. 2 Gangwan Avenue, Shekou, Nanshan District, Shenzhen, Guangdong province, the
PRC (for domestic Shareholders), not later than 4:30 p.m. on Monday, May 10, 2021.

PROPERTY, PLANTS AND EQUIPMENT

The details of the Group’s property, plants and equipment during the Year are set out in the
note 15 to the consolidated financial statements in this report.

As at December 31, 2020, the Group did not own any properties for investment purposes
or held for development and/or sale where one or more percentage ratios (as defined under
Rule 14.04(9) of the Listing Rules) exceed 5%.
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RESERVES

Details of the movements in the reserves of the Group during the Reporting Period are set
out in note 29 to the Consolidated Financial Statements and the Consolidated Statement of
Changes in Equity.

DISTRIBUTABLE RESERVES

As at December 31, 2020, the Company’s reserves available for distribution to the
Shareholders, comprising retained profits, amounted to approximately RMB708.6 million
(December 31, 2019: RMB1,038.2 million).

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended December 31, 2020, the Group’s sales to the largest customer and
aggregate sales to the five largest customers accounted for approximately 5.4% and 11.7%
of the Group’s total revenue respectively (2019: 4.6% and 11.0% respectively).

For the year ended December 31, 2020, the Group’s purchases from the largest supplier
and aggregate purchases from the five largest suppliers accounted for approximately 13.1%
and 29.1% of the Group’s total purchases respectively (2019: 9.1% and 22.4% respectively).

For the year ended December 31, 2020, none of the Directors, their respective associates or
any Shareholder who, to the knowledge of the Directors, owns more than 5% of our issued
share capital have any interest in any of the Group’s five largest suppliers and five largest
customers.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group recognises the importance of environmental protection and has adopted stringent
measures for environmental protection in order to ensure the Group’s compliance to the
prevailing environmental protection laws and regulations.

As of the date of this report, the Group does not have any violation of relevant environmental
regulations and rules which have a significant impact to the Group’s development, performance

and business.

The Environmental, Social and Governance Report as required by Appendix 27 of the Listing
Rules is expected to be published separately by the Company before June 30, 2021.
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COMPLIANCE WITH LAWS AND REGULATIONS

The Company understands the importance of compliance with laws and regulations and during
the Reporting Period, to the best of the Directors’ knowledge, the Company has complied
with the Company Law of the People’s Republic of China, the Securities Law of the People’s
Republic of China, Special Regulations of the State Council of the People’s Republic of China
on the Overseas Offering and Listing of Shares by Joint Stock Limited Companies, the SFO,
the Listing Rules and other relevant laws and regulations.

Although the Company is incorporated in China, its business activities and investments cover
various jurisdictions, including but not limited to China, the United States of America and
Europe. During the Reporting Period, the Company had complied with all material laws and
regulations of the aforesaid jurisdictions that have an impact on the Company.

MAJOR RISKS AND UNCERTAINTIES

The Group further enhanced group-level risk management in 2020, and improved enterprise
risk management system from the aspects of organizational structure, management policies
and work flows to enhance risk management level. Nevertheless, the Group is fully aware of
the risks and uncertainties in its operations. Such main risks and uncertainties are as follows:

1. Macroeconomic fluctuation and industry cyclicity risks

The Company is engaged in the specialty vehicle manufacturing industry. It is a
manufacturing enterprise with the highest sales volume in the world, as well as a
leading manufacturing enterprise for truck bodies for specialty vehicles and truck
bodies for refrigerated van trucks in China. The market demand for specialty vehicles
is closely related to the development of national economy, infrastructure investment
and construction, and environmental protection policies, etc. Affected by global
macroeconomic fluctuations, the degree of industry prosperity and other factors, the
industry in which the Company is engaged is cyclical to a certain extent. Any future
adverse changes in macro environment, market demand and the environment of
competition in the future, which will adversely affect the business growth, product sales
or production cost of the Company, will lead to a decline in the results of operations of
the Company and adversely affect its sustainable profitability. The management of the
Group continuously monitors the market environment and considers taking appropriate
measures when necessary. During the Reporting Period, the Group paid close attention
to macroeconomic development trends, market environment changes and the regulatory
trend in the industry, adjusted its business strategies in a timely manner, thoroughly
studied the industry standards in the places where it operates, and continuously
improved its products.
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2. Risks compounded by international trade friction

On January 15, 2020, the Economic and Trade Agreement between the United States
of America and the People’s Republic of China (Phase One) was signed in the United
States. Meanwhile, it was agreed that the United States would fulfill its commitment to
cancel the tariff on Chinese goods by stages, so as to realize a shift from an increase
to a decrease in the tariff. However, as of the date of this report, no specific tariff
adjustment arrangements were agreed in the Economic and Trade Agreement between
the United States of America and the People’s Republic of China (Phase One). If China
and the United States fail to reach an agreement on further arrangements for tariff
reduction through trade negotiations, thus escalating the trade friction, or other events
occur, hindering international bilateral or multilateral trade, the failure of the Company to
adjust its business arrangement in a timely manner will further decrease its profit in the
industry, and the Company will face the risk of decline in its overseas business arising
out of Sino-US trade friction for a long time, which will adversely affect its production,
operation and financial position. During the Reporting Period, in response to the impact
of Sino-US trade friction, the Group began to adopt the “local manufacturing” model,
and actively performed the business adjustment and overseas business capacity layout
optimization, so as to reduce the adverse impact of Sino-US trade tariffs.

3. Risks of impact of COVID-19 on normal production and operation

The outbreak of COVID-19 at the beginning of 2020 has an impact on most countries
and regions in the world to varying degrees. The Group’s customers and suppliers
worldwide are also affected to varying degrees. If the impact of the COVID-19 outbreak
cannot be effectively eliminated in the short term or a longer period, the results of
operations of the Group may be adversely affected. In response to the outbreak during
the Reporting Period, the Group has formulated effective emergency prevention and
control plans and implemented all prevention and control measures to ensure safe
production while fighting against the pandemic. For details, please refer to the “IV.
Impact and Response of the COVID-19 Outbreak in 2020” under the section headed
“Management Discussion and Analysis” in this report.

4. Foreign Exchange Exposure

The Group’s cash and cash equivalents were mainly denominated in Renminbi and
US dollar, and borrowings were mainly denominated in Renminbi and Great Britain
Pound. The Group was exposed to foreign exchange risk primarily through sales and
purchases, capital expenditures and other expenses that are denominated in a currency
other than the functional currency of the relevant subsidiaries. The Group’s foreign
exchange exposure mainly arises from the conversion of Renminbi against US dollar,
Great Britain Pound, Hong Kong dollar and Euro. We manage our foreign exchange risk
by performing regular reviews of our net foreign exchange exposure and carry out risk
management through entering into foreign exchange forward and swap contracts. The
effective period of the Group’s hedging activities must not exceed twelve months or the
term of the relevant borrowings. The management of the Group continues to monitor the
market environment and its own foreign exchange risk profile, and considers appropriate
hedging measures when necessary.
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5. Environmental risks

The Group is subject to extensive national and local environmental laws and regulations
governing pollution, noise emissions, hazardous substances, water and waste discharge
and management, and other environmental matters relating to its properties and
operations. Any violation of these laws and regulations may result in substantial fines,
revocation of operating permits, shutdown of our facilities and obligations to take
corrective measures. At the beginning of the year, the Group formulated and issued
safety, environmental protection and occupational health policies, key work plans and
assessment indicators, which were followed up on a regular basis. It also conducts
casual inspections and audits to its subordinate enterprises per annum to monitor the
operation of their health, safety and environmental protection systems. Each enterprise
established/examined 1ISO45001, 1ISO14001 and safety standardization systems based
on its actual situation, and meanwhile conducted regular monitoring of occupational
hazards and emissions of three wastes in its workplace to ensure disposal/emission
compliance.

RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS AND SUPPLIERS

The Group’s relationships with employees, customers and suppliers during the Reporting
Period will be set out separately in the Environmental, Social and Governance Report to be
published before June 30, 2021.

SUBSIDIARIES, ASSOCIATES AND JOINT VENTURES

As of December 31, 2020, the details of the Company’s subsidiaries, associates and
joint ventures during the year are set out in notes 19 and 21 to the consolidated financial
statements in this annual report.

DONATIONS

The charity and other donations made by the Group during the Year amounted to approximately
RMBO0.1 million (2019: RMB1.0 million).
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CONNECTED TRANSACTIONS

CIMC holds more than 10% of the issued share capital of the Company, and is therefore a
Substantial Shareholder of the Company as defined in the Listing Rules. Accordingly, CIMC is
a connected person of the Company pursuant to Chapter 14A of the Listing Rules. Therefore,
CIMC Group and associates of CIMC (“CIMC Connected Persons”, and, for the avoidance
of doubt, excluding the Group) are our connected persons by virtue of Rule 14A.07(4) of
the Listing Rules and for the purposes of connected transactions under Chapter 14A of the
Listing Rules.

The following is a summary of connected transactions and continuing connected transactions
during the Reporting Period:

1. Tianjin Kangde and Tianjin Logistics Disposals

On June 12, 2020, the Company and CIMC Vehicle Investment Holdings Company
Limited (FFEEFHEEIERABRAE) (“CIMC Vehicle Investment”, a wholly-owned
subsidiary of the Company), entered into the Tianjin Kangde Logistics Equipment Co.,
Ltd. (REREYRZEERARF) (“Tianjin Kangde”) Equity Transfer Agreement |
and the Tianjin Kangde Equity Transfer Agreement Il with CIMC Unit Load Holdings
Co., Ltd. (hEFHEERAERAF) (“CIMC Unit Load”, a wholly-owned subsidiary of
CIMC), respectively, pursuant to which, the Company and CIMC Vehicle Investment
agreed to transfer their respective 22.5% and 22.5% equity interests in Tianjin Kangde,
and CIMC Unit Load agreed to acquire an aggregate of 45% equity interests in Tianjin
Kangde, at a total consideration of approximately RMB14.4 million. On the same day,
the Company and CIMC Vehicle Investment entered into the Tianjin CIMC Logistics
Equipment Co., Ltd. (KEFEMREHEBRAF) (“Tianjin Logistics”) Equity Transfer
Agreement | and the Tianjin Logistics Equity Transfer Agreement Il with CIMC Unit Load,
respectively, pursuant to which, the Company and CIMC Vehicle Investment agreed to
transfer their respective 20% and 25% equity interests in Tianjin Logistics, and CIMC
Unit Load agreed to acquire an aggregate of 45% equity interests in Tianjin Logistics, at
a total consideration of approximately RMB53.8 million. Please refer to the Company’s
announcement dated June 12, 2020 for relevant information.
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Acquisition of Land, Ancillary Plants and Equipment

On June 23, 2020, Exploitatiemaatschappij Intraprogres B.V. (a wholly-owned
subsidiary of the Company) entered into the sale and purchase agreement with
Beheermaatschappij “Burg” B.V. (a wholly-owned subsidiary of CIMC), pursuant to which
Exploitatiemaatschappij Intraprogres B.V. agreed to purchase and Beheermaatschappij
“Burg” B.V. agreed to sell the land located in No. 75-77 Katwijkerloan, Pijnacker,
Rotterdam, the Netherlands, and the plant and equipment thereon. The total
consideration of the acquisition is EUR7,185,000 (approximately HK$62,712,000),
payable in cash. Please refer to the Company’s announcement dated June 23, 2020
for relevant information.

Deposit Service Framework Agreement

Parties: CIMC (on behalf of CIMC Connected Persons); and
the Company.

Reasons for the transaction: Since February 2010, the Group has deposited cash
into its bank accounts maintained with CIMC Financial Institution, a non-wholly owned
subsidiary of CIMC and a non-bank financial institution, and CIMC Financial Institution
has provided deposit services to the Group. In return, the Group receives interest
income from CIMC Financial Institution on such deposits. Such deposit taking service
is within the ordinary and usual course of business of CIMC Financial Institution and
CIMC Financial Institution is restricted from providing such deposit taking service to
independent parties from the public in accordance with applicable PRC laws. As of
December 31, 2020, CIMC Financial Institution had a registered capital of RMB920
million.

Principal terms: We entered into a deposit service framework agreement (the “Deposit
Service Framework Agreement”) with CIMC (on behalf of CIMC Connected Persons)
on January 15, 2019, pursuant to which CIMC Connected Persons will provide deposit
services to the Group. For the deposit services provided, we deposit cash into our bank
accounts maintained with CIMC Financial Institution, including cash generated from
our daily business operations and proceeds generated from our financing activities. In
return, CIMC Financial Institution pays deposit interests to us. The term of the Deposit
Service Framework Agreement shall commence on the Listing Date and be effective for
three years, subject to renewal upon the mutual consent of both parties.
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Pricing policy: Interest rates for the deposits placed by the Group with CIMC Connected
Persons shall be determined with reference to: (i) the interest rates published by the
PBOC for deposits of a similar type for the same period; (ii) the interest rate for deposits
of a similar type for the same period placed by other subsidiaries of CIMC Group with
CIMC Connected Persons; and (iii) the interest rate for deposits of a similar type for the
same period offered by independent commercial banks and/or other non-bank financial
institutions to us.

Proposed annual caps: The maximum daily balance of deposit and the aggregate
annual amount of interest income in respect of the Deposit Service Framework
Agreement for the two years ending December 31, 2020 and 2021 shall not exceed
the caps set out below:

Proposed annual cap for
the year ending December 31

(RMB’000)
2020 2021
Maximum daily balance of deposit placed by
the Group with CIMC Connected Persons 700,000 700,000
Interest income derived from the cash deposit 20,000 20,000

During the Reporting Period, the maximum daily balance of deposit placed by the Group
with CIMC’s financial company was RMB677.9 million, and the interest income from
deposit recognised by the Group for the year ended December 31, 2020 was RMB9.2
million.

Basis of annual caps: The above annual caps for maximum daily balance of deposit
are determined with reference to (i) historical balance of deposits placed by the Group
with CIMC Financial Institution; and (ii) our efforts to reduce our balance of deposits
in order to further enhance our financial independence from CIMC Group in the future.

In respect of the deposit services to be provided by CIMC Connected Persons to the
Group, the above proposed annual caps for the interest income to be received by us
from CIMC Connected Persons are determined based on the expected interest rates of
approximately 2.86% of our maximum outstanding deposit amount, which is generally
in line with prevailing market rates. On June 22, 2020, the independent Shareholders
considered and approved a resolution on entering into the Deposit Service Framework
Agreement, transactions contemplated thereunder and proposed annual caps between
the Company and CIMC. For relevant information, please refer to the announcements of
the Company dated March 25, 2020 and June 22, 2020 and the circular of the Company
dated April 28, 2020.
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Procurement Framework Agreement

Parties: CIMC (on behalf of CIMC Connected Persons) (as the supplier); and
the Group (as the purchaser).

Reasons for the transaction: We have been procuring raw materials, truck chassis,
containers, vehicle parts and components, logistics services, etc. from CIMC Connected
Persons. We will continue to procure such products and services from CIMC Connected
Persons as CIMC Connected Persons have been providing us with such products and
services with standard and quality commensurate with our requisite safety and quality
standard. As such, we believe that CIMC Connected Persons are familiar with our safety
and quality standard and will be able to satisfy our demand efficiently and reliably with
minimal disruption to the Group’s operations and internal procedures. We believe that
we have readily available access to identical or similar raw materials, containers, truck
chassis and vehicle parts and components and logistics services from independent third
parties on similar terms in the PRC and elsewhere, but that such procurement from
independent third parties would not be as efficient from a cost perspective or operation
perspective as our current procurement arrangements with CIMC Connected Persons.

Principal terms: We entered into a procurement of products and services framework
agreement on January 15, 2019 and will enter into a supplemental agreement before
Listing to adjust the annual caps to those as indicated in the paragraph “Annual caps”
below (together, the “Procurement Framework Agreement”) with CIMC (on behalf of
CIMC Connected Persons), pursuant to which CIMC Connected Persons will supply
raw materials, containers, truck chassis and vehicle parts and components and logistics
services to the Group. The term of the Procurement Framework Agreement shall
commence on the Listing Date and be effective for three years, subject to renewal upon
the mutual consent of both parties.

Pricing policy: In order to ensure that the terms of transactions in respect of the
procurement of products and general services by the Group from CIMC Connected
Persons are fair and reasonable and in line with market practices, and that the terms
of transactions will be no less favorable to the Group than the terms for transactions
between the Group and independent third parties, the Group has adopted the following
measures:

(a) to have regular contact with the suppliers of the Group (including CIMC Connected

Persons) to keep abreast of market developments and the price trend of products
and general services;
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(b) to assess, review and compare the quotations or proposals (except for the
procurement of truck chassis, the suppliers of which are subject to the preference
of the customers of the Group) taking into account various factors including
quality, payment, flexibility and after-sales services to ensure that the proposed
transactions will be consistent with the general interests of the Group and our
Shareholders as a whole.

Raw materials, containers, truck chassis and vehicle parts and components

Raw materials, containers, truck chassis and vehicle parts and components will be
priced with reference to market prices of comparable products and services, and the
costs that would incur in procuring such products and services.

Logistics services

The fees of logistics services will be charged on the basis of the volume, size and
weight of the semi-trailers, truck bodies or components and parts to be shipped,
custodial requirements, and delivery and handling requirements. When determining the
prices, the procurement department of the Group will also make reference to market
prices charged by logistics service providers to other enterprises engaging in the same
industry. When the Group procures relevant products and services in its ordinary and
usual course of business, it selects suppliers and determines the relevant procurement
terms through negotiations based on the categories and scale of the procurement.
The Group implements various internal approval and monitoring procedures, including
obtaining quotations from other independent suppliers of similar products and services
and consider assessment criteria (including price, quality, suitability, payment terms,
and time required for the provision and delivery of the products and services) before
entering into any new procurement arrangement with CIMC, and reviewing such quotes,
together with the offer from CIMC.

Annual caps: The maximum aggregate annual amounts in respect of the Procurement
Framework Agreement for the three years ending December 31, 2019, 2020 and 2021
shall not exceed the caps set out below:

Proposed annual cap for
the year ending December 31

(RMB’000)
2019 2020 2021
Procurement amount 700,000 760,000 820,000

During the Reporting Period, the Group’s procurement amount was RMB479.4 million.
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Basis of caps: The above annual caps for procurement amount are determined with
reference to: (i) historical amounts of procurement from CIMC Connected Persons taking
into account the increase in the procurement amounts for the year ended December
31, 2018 when compared to that for the year ended December 31, 2017; and (ii) the
estimated sales volume of certain types of trailers and truck bodies with steady growth
by taking into account, among others, macroeconomic conditions, market demand and
industry standards, as well as the development strategies and business expansion plan
of the Group.

For further details of the Procurement Framework Agreement, please refer to the
Prospectus.

Provision of Products and Services Framework Agreement

Parties: CIMC (on behalf of CIMC Connected Persons) (as the purchaser); and
the Group (as the supplier).

Reasons for the transaction: We have been providing CIMC Connected Persons
semi-trailers, truck bodies and components as well as container repairing and supply
chain services etc. In the ordinary and usual course of our business, the Group provides
various products and general services to CIMC Connected Persons. Our Directors
consider that the provision of products and general services to CIMC Connected
Persons would benefit the Group for the following reasons:

(a) we and CIMC Connected Persons have established a long-term relationship and
understand the business plan, quality control and other special requirements of
each other;

(b) prices and terms for the products and services provided by us to CIMC Connected
Persons are no less favorable to us than those offered by us to independent third
parties.

Principal terms: We entered into a provision of products and services framework
agreement (the “Provision of Products and Services Framework Agreement’) on
January 15, 2019 with CIMC (on behalf of CIMC Connected Persons), pursuant to
which CIMC Connected Persons will purchase semi-trailers, truck bodies, components,
container repairing and supply chain services from the Group. The term of the Provision
of Products and Services Framework Agreement shall commence on the Listing Date
and be effective for three years, subject to renewal upon the mutual consent of both
parties.
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Pricing policy: The Provision of Products and Services Framework Agreement
specifically provides that terms of transactions contemplated thereunder are to be on
terms no less favorable to the Group than those for transactions between the Group
and independent third parties under the same conditions.

Semi-trailers and truck bodies

In determining the prices of the semi-trailers, truck bodies and components, we will
refer to the average profit margin in the market and our underlying costs related to
manufacturing and sale of such products. As part of our internal approval and monitory
procedures, we will gather information on market prices and profit margin levels of
trailer and truck body products in the industry through industrial associations such as
the China Association of Automobile Manufacturers and independent trailer and truck
body manufacturers in the PRC and overseas, and we will use such information as the
basis to determine the price and make sure that the price agreed with CIMC will be no
less favorable to us compared to those offered to or quoted by independent third parties.

Other services fees

The service fees charged by us to CIMC Connected Persons for provision of container
repairing and supply chain services are determined on the basis of arm’s length
negotiations between the relevant parties. We will make reference to the applicable
historical prices of relevant services (including the prices charged of same services
provided by the Group to independent third parties), the comparable market prices
offered to or quoted by independent third parties and the principle of cost plus a
reasonable margin, to ensure that the terms of providing services to CIMC Connected
Persons are fair and reasonable for the Group and the price agreed with CIMC will be no
less favorable to us compared to those offered to or quoted by independent third parties.

Annual caps: The maximum aggregate annual amounts in respect of the Provision of
Products and Services Framework Agreement for the three years ending December 31,
2019, 2020 and 2021 shall not exceed the caps set out below:

Proposed annual cap for
the year ending December 31

(RMB’000)
2019 2020 2021
Sales amount 300,000 350,000 400,000

During the Reporting Period, the Group’s sales amount was RMB278.5 million.
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Basis of caps: The above annual caps for sales amount are determined with reference
to: (i) historical amount of sales to CIMC Connected Persons taking into account the
increase in the sales amount for the year ended December 31, 2018 when compared
to that for the year ended December 31, 2017; and (ii) estimated steady growth on
future sales of certain types of semi-trailers and truck bodies to be supplied to CIMC
Connected Persons by taking into account, among others, macroeconomic conditions,
market demand and industry standards, as well as the development strategies and
business expansion plan of the Group.

For further details of the Provision of Products and Services Framework Agreement,
please refer to the Prospectus.

Financial Guarantees Framework Agreement

Parties: CIMC (on behalf of CIMC Connected Persons); and
The Group.

Reasons for the transaction: Certain customers of the Group may obtain financing
from commercial banks in the PRC or other non-bank financial institutions (including
non-bank financial institution(s) of CIMC Group (“CIMC Financial Group”)) for the
purchase of products from the Group. Following such financing arrangement, the
Group has, based on our credit assessment of the relevant customers, entered into
financial guarantee contracts with the lenders which are the commercial banks or other
non-bank financial institutions in the PRC (including CIMC Financial Group) to provide
financial guarantees for the benefit of, and to facilitate financing to, such customers.
The provision of financial guarantees to facilitate a customer’s purchase of products
from the Group is a service offered by us to our customers and is a common practice
in the semi-trailer and truck body industry.

Principal terms: We entered into a financial guarantees framework agreement on
January 15, 2019 and will enter into a supplemental agreement before Listing to
adjust the annual caps to those as indicated in the paragraph “Annual caps” below
(together, the “Financial Guarantees Framework Agreement”) with CIMC (on behalf
of CIMC Connected Persons), pursuant to which the Group agrees to provide financial
guarantees to CIMC Financial Group to facilitate the financing to customers of the
Group. The term of the financial Guarantees Framework Agreement shall commence
on the Listing Date and be effective for three years, subject to renewal upon the mutual
consent of both parties.
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Pricing policy: The financial guarantees provided by the Group to the CIMC Financial
Group are on normal commercial terms or better to the Group compared to those of the
financial guarantees provided by the Group to independent commercial banks in the
PRC and/or other non-bank financial institutions.

Annual caps: The maximum daily balance in respect of the Financial Guarantees
Framework Agreement for the three years ending December 31, 2019, 2020 and 2021
shall not exceed the caps set out below:

Proposed annual cap for
the year ending December 31

(RMB’000)
2019 2020 2021
Maximum daily balance of financial
guarantees provided by the Group
to CIMC Financial Group 700,000 760,000 820,000

During the Reporting Period, the maximum daily financial guarantees provided by the
Group to CIMC Financial Group amounted to RMB625.7 million.

Basis of caps: The above annual caps are determined with reference to: (i) historical
balance of financial guarantees provided by the Group to CIMC Financial Group taking
into account the increase in the balance of guarantees as of December 31, 2018 when
compared to that as of December 31, 2017; and (ii) the expected increase in demand
for financing of customers taking into account estimated increase in the demand for
certain types of semi-trailers and truck bodies as well as the development strategies
and business expansion plan of the Group.

For further details of the Financial Guarantees Framework Agreement, please refer to
the Prospectus.

Save as disclosed above, the Company did not have any connected transactions during the
Reporting Period which are required to be disclosed under Chapter 14A of the Listing Rules.
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ANNUAL REVIEW CONDUCTED BY INDEPENDENT NON-EXECUTIVE DIRECTORS AND
THE EXTERNAL AUDITOR

The Company’s independent non-executive Directors have reviewed the aforementioned
continuing connected transactions and confirmed that these transactions have been entered
into:

(1) in the ordinary and usual course of business of the Group;
(2) on normal commercial terms or better; and

(8) in accordance with the terms of the relevant agreements governing the transactions
and on terms that are fair and reasonable and in interests of the Company and the
Shareholders as a whole.

The Company’s external auditor reported on the above transactions of the Group in
accordance with Hong Kong Standard on Assurance Engagements 3000 (Revised) “Assurance
Engagements Other Than Audits or Reviews of Historical Financial Information” and with
reference to Practice Note 740 “Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified Public
Accountants. The external auditor has issued a letter containing his findings and conclusions in
respect of the continuing connected transactions disclosed by the Group above in accordance
with Listing Rules 14A.56. The external auditor has the following conclusions in the letter on
continuing connected transactions disclosed by the Group:

a. nothing has come to the auditor’s attention that causes him to believe that the disclosed
continuing connected transactions have not been approved by the Company’s Board of
Directors;

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

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

d. with respect to the aggregate amount of each of the above continuing connected
transactions, nothing has come to the auditor’s attention that causes him to believe that
the disclosed continuing connected transactions have exceeded the maximum aggregate
annual value in respect of each of the disclosed continuing connected transactions.
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Save as disclosed above, during the Reporting Period, all the related parties’ transactions set
out in note 39 of consolidated financial statement did not constitute connected transactions
or continuing connected transactions of the Company which shall be disclosed pursuant to
the provisions in respect of connected transaction disclosure requirements under Chapter
14A of the Listing Rules.

EMPLOYEES, REMUNERATION POLICY AND PENSION SCHEME

As at December 31, 2020, the number of full-time employees (excluding the dispatched
workers) of the Group was approximately 13,211 (2019: 12,220). The increase in number of
employees was mainly due to the increase in domestic order volumes led to the expansion of
production scale and the transformation of some dispatched workers into full-time employees
during the Year. In 2020, employee benefit expenses amounted to RMB2,313.9 million (2019:
RMB1,934.8 million). The increase in the employee benefit expenses was mainly due to the
increase in wages accrued for manufacturing employees and wages and performance awards
accrued for sales and management teams as compared to the same period last year as the
increase in domestic order volumes led to the expansion of production scale and the sales
of most types of vehicles in the domestic market achieved the targets during the Year. The
employee remuneration structure of the Group is the monthly basic salary plus monthly or
quarterly or annual performance awards. The Group also provides benefits, including pension
insurance, medical insurance, work-related injury insurance, unemployment insurance and
other national statutory insurances, housing provident fund schemes and other commercial
insurance coverage.

The Group arranges regular internal trainings to employees at all levels as needed, such as
orientations on corporate culture, policies, products knowledge and basic professional skills
for new employees; trainings on leadership, management and strategic planning skills for
management employees; and seminars and workshops on selected topics such as project
management, costs management, business planning and work safety. Employees may also
apply for subsidies to participate in relevant professional trainings offered by recognized
institutions.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE COMPANY

The Company or its subsidiaries did not purchase, sale or redeem its listed securities during
the Reporting Period.
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SHARE CAPITAL

As of December 31, 2020, the Company had a total of 1,765,000,000 Shares in issue
with a nominal value of RMB1.00 each, representing a total issued share capital of
RMB1,765,000,000, which consisted of 1,201,080,000 Domestic Shares with a nominal value
of RMB1.00 each and 563,920,000 H Shares with a nominal value of RMB1.00 each.

As at December 31, 2020, the share capital of the Company was as follows:

Approximate

percentage

of the issued

Number share capital

Class of Shares of Shares of the Company
Domestic Shares 1,201,080,000 68.05%
H Shares 563,920,000 31.95%
Total 1,765,000,000 100%

INTERESTS AND SHORT POSITIONS OF DIRECTORS, SUPERVISORS AND CHIEF
EXECUTIVE

As at December 31, 2020, the interests and/or short positions of the Directors, Supervisors
and chief executive of the Company (the “Chief Executive”) in the Shares, underlying Shares
and debentures of the Company or any of its associated corporations (within the meaning of
Part XV of the SFO) which are required to be notified to the Company and the Hong Kong
Stock Exchange under Divisions 7 and 8 of Part XV of the SFO, including interests or short
positions which they are taken or deemed to have under such provisions of the SFO, or which
are required to be recorded in the register kept by the Company pursuant to Section 352
of the SFO, or otherwise required to be notified to the Company and the Hong Kong Stock
Exchange pursuant to the Model Code were as follows:
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Approximate Approximate
percentage  percentage

Number of the  of the total

of Shares,/ relevant issued share

Name of underlying  Long position,/ class of capital of

Director Nature of interest Class of Shares Shares held  Short position Shares the Company

Li Guiping Interest in controlled ~ Domestic Shares 120,037,500  Long position 9.99% 6.80%
corporation

Wang Yu Interest in controlled ~ Domestic Shares 96,877,500  Long position 8.07% 5.49%
corporation @

Zeng Beihua  Interestin controlled ~ Domestic Shares 96,877,500  Long position 8.07% 5.49%

corporation @

Notes:

(1) Mr. Li Guiping is an executive Director of the Company, Chief Executive Officer and President. Mr. Li
is the general partner of Shenzhen Longhui, the general partner of Xiangshan Huajin and is interested
in 47.37% of the shares, therefore he is deemed to be interested in 96,877,500 Domestic Shares held
by Xiangshan Huajin. Mr. Li is interested in 80% of the equity interest of Longyuan Investment, the
general partner of Shenzhen Longyuan, and therefore he is also deemed to be interested in 23,160,000
Domestic Shares held by Shenzhen Longyuan.

(2)  Mr. Wang Yu and Ms. Zeng Beihua are non-executive Directors of the Company. Each of Mr. Wang and
Ms. Zeng is interested in 26.32% of the shares of Shenzhen Longhui, the general partner of Xiangshan
Huajin, and therefore they are also deemed to be interested in 96,877,500 Domestic Shares held by
Xiangshan Huajin.
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LONG POSITIONS IN THE SHARES/UNDERLYING SHARES OF ASSOCIATED
CORPORATIONS

Class of shares Number
held in the of Shares/  Approximate
associated Name of underlying percentage of
Associated corporation corporation Director Capacity Shares held  shareholding
CIMC A shares Mai Boliang  Beneficial owner (Nofe 1) 593,643 0.04% (Note 2)
CIMC Enric Ordinary shares  Mai Boliang ~ Beneficial owner 7,260,000 0.36% (Note 3)
Wang Yu Beneficial owner 400,000 0.02% (Note 3)
Zeng Beihua  Beneficial owner 280,000 0.01% (Note 3)
China Jiangsu Vanguard Domestic shares  Li Guiping Interest in controlled 10,000,000 5.00%

Trailer Rental Co., Ltd. corporation (Note 4)
(IHAETHEERAT)

Zeng Beihua  Interest in controlled 10,000,000 5.00%

corporation (Note 4)

Shenzhen SF-Trailernet Domestic shares  Li Guiping Interest in controlled 1,200,000 17.14%
Technology Co., Ltd. corporation (Note 5)
(RImENBHREBERAR)

Notes:

1. Mr. Mai Boliang is a non-executive Director of the Company. Mr. Mai Boliang holds 593,643 A shares
in issue of CIMC, an associated corporation of the Company.

2. The approximate percentage of shareholding is calculated based on the total issued A-share capital
of 1,635,121,660 shares of CIMC as of December 31, 2020.

3. The approximate percentage of shareholding is calculated based on the total issued ordinary share
capital of 2,010,994,588 shares of CIMC Enric as at December 31, 2020.

4. Mr. Li Guiping is an executive Director, Chief Executive Officer and President of the Company and Ms.

Zeng Beihua is a non-executive Director of the Company. Mr. Li and Ms. Zeng are interested in 24% and

12%, respectively of the shares of Shenzhen Huixin Enterprise Management Center (Limited Partnership)

CRINEEPEEEDL (GRAZ) ), of which Ms. Zeng is the general partner, and therefore they
disclose their interests in 5% of the shares of China Jiangsu Vanguard Trailer Rental Co., Ltd.

5. Mr. Li Guiping is an executive Director, Chief Executive Officer and President of the Company. Mr. Li is
interested in 4.8% of the shares of Shenzhen Yuanxin Investment Partnership (Limited Partnership) (
FHBGRESEPE (BREE) ), and therefore he discloses his interest in 17.14% of the shares
of Shenzhen SF-Trailernet Technology Co., Ltd. (FITTENX BB FIHR AR E]) which is held by the
Company as to 28% of its shares.
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL SHAREHOLDERS AND OTHER

PERSONS

As of December 31, 2020, to the knowledge of Directors, the following persons other than the
Directors, Supervisors and Chief Executive had interests and/or short positions in the Shares
and underlying Shares of the Company which were required to be disclosed to the Company
pursuant to Divisions 2 and 3 of Part XV of the SFO and recorded in the register required to
be kept pursuant to Section 336 of the SFO:

Approximate

Approximate  percentage

percentage  of the total

of the issued share

Name of Nature of Number of  Long position,/ relevant class capital of

Shareholder interest Class of Shares Shares  Short position of Shares the Company

CIMC Beneficial owner Domestic Shares 728,443,475  Long position 60.65% 41.27%

Interest in controlled H Shares 284,985,000  Long position 50.54% 16.15%
corporation

Ping An Decheng Interest in controlled Domestic Shares 329,439,025  Long position 27.43% 18.67%
corporation @

Ping An Financial Interest in controlled ~ Domestic Shares 329,439,025  Long position 27.43% 18.67%
corporation @

Ping An Group Interest in controlled Domestic Shares 329,439,025  Long position 27.43% 18.67%
corporation @

CIMC Hong Kong Beneficial owner H Shares 284,985,000  Long position 50.54% 16.15%

Shanghai Taifu Beneficial owner Domestic Shares 167,836,525  Long position 13.97% 9.51%

Chi Xiao Interest in controlled Domestic Shares 167,836,525  Long position 13.97% 9.51%
corporation ©

Nanshan Group Interest in controlled Domestic Shares 167,836,525  Long Position 13.97% 9.51%
corporation @

Taizhou Taifu Beneficial owner Domestic Shares 161,602,500  Long position 13.45% 9.16%

Ping An Life Insurance  Interest in controlled Domestic Shares 161,602,500  Long position 13.45% 9.16%

corporation
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Approximate

Approximate  percentage
percentage  of the total
of the issued share

Name of Nature of Number of  Long position, relevant class capital of
Shareholder interest Class of Shares Shares  Short position of Shares the Company
Ping An Health Interest in controlled ~ Domestic Shares 161,602,500  Long position 13.45% 9.16%
Partnership corporation
Shenzhen Sidao Branch  Interest in controlled ~ Domestic Shares 161,602,500  Long position 13.45% 9.16%
Investment Co., Ltd. corporation
(RImBERRE
BRAF)
Shenzhen Pingan Yuanxin Interest in controlled ~ Domestic Shares 161,602,500  Long position 13.45% 9.16%

Investment Development  corporation ©
Holdings Co., Ltd.

(RIMFREMEE

ERARERAR)

Xiangshan Huajin Beneficial owner Domestic Shares 96,877,500  Long position 8.07% 5.49%

Shenzhen Longhui Interest in controlled ~ Domestic Shares 96,877,500 Long position 8.07% 5.49%
corporation ©

Hong Kong Tiancheng ~ Beneficial owner H Shares 42,556,500  Long position 7.55% 2.41%
Investment & Trading
Co. Limited
Shandong Linglong Tire  Interest in controlled H Shares 42,556,500  Long position 7.55% 2.41%
Co., Ltd. corporation ©
Linglong Group Co., Ltd. ( Interestin controlled  H Shares 42,556,500  Long position 7.55% 2.41%
RESEERAA) corporation
Wang Xicheng Interest in controlled ~ H Shares 42,557,500  Long position 7.55% 2.4%
corporation ©
Citigroup Inc. Interest in controlled H Shares 1,722,800  Long position 0.31% 0.10%
corporation
1,722,800  Short position 0.31% 0.10%
Approved lending agent H Shares 37,548,720 Long position 6.66% 2.13%
GIC Private Limited Investment manager ~ H Shares 35,588,000  Long position 6.31% 2.02%
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Notes:

(1)

)

(3

4)

(5)

(6)

CIMC Hong Kong is a wholly owned subsidiary of CIMC and therefore CIMC is deemed to be interested
in H Shares held by CIMC Hong Kong.

Ping An Decheng is the general partner of Shanghai Taifu and Taizhou Taifu and therefore it is deemed
to be interested in our Domestic Shares held by Shanghai Taifu and Taizhou Taifu. Ping An Decheng
is wholly owned by Ping An Financial which is ultimately controlled by Ping An Group and therefore
both Ping An Financial and Ping An Group are deemed to be interested in our Domestic Shares held
by Shanghai Taifu and Taizhou Taifu.

Chi Xiao is a limited partner of Shanghai Taifu which holds 59.51% of its interests and therefore it is
deemed to be interested in our Domestic Shares held by Shanghai Taifu. Chi Xiao is wholly owned
by Nanshan Group and therefore Nanshan Group is also deemed to be interested in our Domestic
Shares held by Shanghai Taifu.

Both Ping An Life Insurance and Ping An Health Partnership are limited partners of Taizhou Taifu
which holds 47.62% and 38.33% of their interests, respectively, and therefore both of them are deemed
to be interested in our Domestic Shares held by Taizhou Taifu. Shenzhen Sidao Branch Investment
Co., Ltd. (FY|TEERHREFR L A]) is a wholly-owned subsidiary of Shenzhen Pingan Yuanxin
Investment Development Holdings Co., Ltd. (FHITT-FZ&KREZERIERBR A A]) and holds 46.59%
of the equity interest of Ping An Health Partnership, and therefore it is deemed to be interested in our
Domestic Shares held by Taizhou Taifu.

Shenzhen Longhui is the general partner of Xiangshan Huajin and holds 37.35% of the equity interest
of Xiangshan Huajin, and therefore it is deemed to be interested in 96,877,500 Domestic Shares held
by Xiangshan Huajin.

Mr. Wang Xicheng is interested in 51% of the shares of Linglong Group Co., Ltd. (B%BEEEEFR L
&]) which in turn holds 44.45% of the equity interest of Shandong Linglong Tire Co., Ltd.. Hong Kong
Tiancheng Investment & Trading Co. Limited is a wholly-owned subsidiary of Shandong Linglong Tire
Co., Ltd., and therefore all of them are deemed to be interested in the H Shares held by Hong Kong
Tiancheng Investment & Trading Co. Limited. In addition, Mr. Wang Xicheng is interested in 51% of
the equity interest of Elite Faith Trading Limited and therefore he is also deemed to be interested in
1,000 H Shares held by Elite Faith Trading Limited.

PUBLIC FLOAT

As of the date of this report, according to the information available to the Company and to the
best knowledge of the Directors, the public float of the Company is no less than 15.8%, which
is in compliance with the relevant regulations of Rule 8.08 and Rule 13.32 of the Listing Rules.

ADVANCE TO AN ENTITY

For the year ended December 31, 2020, there was no advance extended by the Company to
an entity which is subject to disclosure.

PLEDGE OF SHARES BY CONTROLLING SHAREHOLDERS

For the year ended December 31, 2020, there was no pledge of Shares by the Controlling
Shareholders.
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LOAN AGREEMENTS WITH COVENANTS RELATING TO SPECIFIC PERFORMANCE OF
CONTROLLING SHAREHOLDERS

For the year ended December 31, 2020, there was no loan agreement of the Company with
covenants relating to specific performance of the Controlling Shareholders.

BREACH OF LOAN AGREEMENTS

For the year ended December 31, 2020, there was no breach of the loan agreements by
the Company in which the loan involved would have a significant impact on the business
operations of the Company.

FINANCIAL ASSISTANCE AND GUARANTEES TO AFFILIATED COMPANIES

For the year ended December 31, 2020, there was no financial assistance or guarantee to
affiliated companies by the Company which is subject to disclosure.

DIRECTORS AND SUPERVISORS

Executive Director

Mr. Li Guiping (Chief Executive Officer and President)
Non-executive Directors

Mr. Mai Boliang (Chairman)

Mr. Chen Bo

Ms. Zeng Beihua

Mr. Wang Yu

Mr. Huang Haicheng (appointed with effect from May 15, 2020)
Mr. Liu Dong (resigned on May 15, 2020)

Independent non-executive Directors
Mr. Feng Jinhua

Mr. Fan Zhaoping

Mr. Cheng Hok Kai Frederick
Supervisors

Mr. Liu Zhenhuan (Chairman)

Mr. Liu Hongging
Mr. Li Xiaofu
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CHANGES IN INFORMATION OF DIRECTORS, SUPERVISORS AND CHIEF EXECUTIVES

During the Reporting Period, Mr. Liu Dong has resigned as a non-executive Director of the
Company, and the chairman of the Strategy and Investment Committee in order to devote
more time to his other business commitments, with effect from May 15, 2020. On the same
day, the Board has approved the appointment of Mr. Huang Haicheng as a non-executive
Director and chairman of the Strategy and Investment Committee of the Company. The annual
general meeting of the Company held on June 22, 2020 has approved the appointment of
Mr. Huang Haicheng as the non-executive Director of the Company to fill the vacancy of
directorship. For details, please refer to the announcement of the Company dated May 15,
2020.

On August 27, 2020, the Directors proposed to adjust the remuneration for the independent
non-executive Directors, with effect from August 26, 2020, as follows:

Before adjustment After adjustment

No. Name (HKD per year) (RMB per year)
1 Feng Jinhua HKD180,000 RMB200,000
2 Fan Zhaoping HKD180,000 RMB200,000
3 Cheng Hok Kai Frederick HKD200,000 RMB200,000

Meanwhile, it is proposed that special work allowances be paid to the three independent non-
executive Directors in 2020, details for which are as follows:

No. Name Work allowance
1 Feng Jinhua RMB20,451
2 Fan Zhaoping RMB20,451
3 Cheng Hok Kai Frederick RMB22,723

The aforesaid adjustment was considered and approved by ordinary resolution at the 2020
first extraordinary general meeting held on September 30, 2020. For details, please see the
relevant announcement of the Company dated September 30, 2020 and the circular dated
September 14, 2020.

On August 27, 2020, the Board resolved (1) Mr. Mai Boliang, the Chairman of the Board
and a non-executive Director, ceased to be the chairman of the Nomination Committee,
but continued to be a member of the Nomination Committee; and (2) Mr. Feng Jinhua, an
independent non-executive Director, was appointed as the chairman of the Nomination
Committee. The aforesaid resolutions was effective from August 27, 2020, and their terms of
office are consistent with their terms of office as Director.
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Save as disclosed in this report, during the Year, there were no changes in information of
Directors which is subject to disclosure and have been disclosed under the paragraphs (a)
to (e) and (g) of Rule 13.51(2) of the Listing Rules.

SERVICE CONTRACTS OF DIRECTORS AND SUPERVISORS

All incumbent Directors have entered into service contracts with the Company for a term
of three years commencing from their respective appointment date and shall be terminated
pursuant to relevant terms of respective contracts.

As of the date of this report, other than statutory compensation, none of the Directors and
Supervisors of the Company had entered into any service contract with the Company or
any of its subsidiaries which was not determinable by the Company within one year without
payment of compensation.

INTERESTS IN CONTRACTS OF SIGNIFICANCE OF DIRECTORS AND SUPERVISORS

During the Reporting Period, none of the Directors and Supervisors was materially interested,
directly or indirectly, in any contracts of significance entered into with the Company or its
controlling companies or its subsidiaries or subsidiaries of its controlling companies subsisting
as at the end of the Year.

INTERESTS OF DIRECTORS IN BUSINESSES COMPETING WITH THE COMPANY
During the Reporting Period, none of the Directors was interested in any business apart from
the Group’s business which competes or is likely to compete, either directly or indirectly, with
the Group’s businesses.

MANAGEMENT CONTRACTS

During the Year, the Company did not enter into any contracts with respect to the management
or administration of all or any substantial part of its businesses.

PERMITTED INDEMNITY PROVISION

During the Year, the Company has purchased liability insurance valid for the Year for
Directors, Supervisors and senior management of the Company.

THE BOARD AND BOARD COMMITTEES

Details of the Board and Board committees are set out in the section headed “Corporate
Governance Report” in this report.
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DI RECTORS, RE PO RT (Continued)

AUDIT COMMITTEE

The Company has established the Audit Committee with written terms of reference in
accordance with the provisions of the Corporate Governance Code. Details of the convening
of meetings of the Audit Committee are set out in the section headed “Corporate Governance
Report” in this report.

MAJOR LITIGATION AND ARBITRATION

In October 2016, Ping An Bank Co., Ltd., Chengdu Branch, (“Ping An Bank”) filed a
lawsuit with Chengdu Intermediate People’s Court claiming a contract dispute against our
subsidiary, Sichuan CIMC Vehicle Logistics Equipment Co., Ltd. (FOJI|FEEWYREEE
FRA7]) (“Sichuan CIMC”). Ping An Bank alleged that Sichuan CIMC was obliged to return
the purchase consideration under a series of contracts entered into among Sichuan CIMC, a
third-party merchant and Ping An Bank, pursuant to which the merchant agreed to purchase
vehicles from Sichuan CIMC with bank acceptance notes from Ping An Bank and to provide
performance bonds to Ping An Bank at the same time. As the third party did not provide a
sufficient amount of performance bonds to Ping An Bank in accordance with the terms, Ping
An Bank filed a lawsuit against Sichuan CIMC for refund of the payment made to Sichuan
CIMC. In July 2017, the court entered into a default judgment against Sichuan CIMC ordering
Sichuan CIMC to return the purchase consideration of RMB34.5 million, together with interest
accrued thereon and other related expenses. On November 23, 2018, the Sichuan Higher
People’s Court ordered a retrial and suspend the execution of the original judgment, based
upon the findings that certain key evidence may have been forged, and the service of process
against Sichuan CIMC was invalid.

After consultations with Sichuan CIMC’s defense counsel, the Company believed that this
pending legal proceeding would not result in a material adverse effect on the Group’s
business, financial condition and results of operations, even if the relevant court in Chengdu
issues an unfavorable judgment against Sichuan CIMC, in consideration that (i) Sichuan CIMC
is a limited liability company, and the Company, as the sole shareholder of Sichuan CIMC,
would only be responsible for its debts to the extent of the Company’s capital contribution in
Sichuan CIMC of RMB5.0 million, and (ii) as of June 30, 2019, Sichuan CIMC was dormant
and had a deficit net worth, and, should the court issue a favorable ruling to Ping An Bank,
Sichuan CIMC could only be put into liquidation procedures, under which the proceeds from
the liquidation of its total assets would be distributed to repay its creditors, including Ping An
Bank, according to the priority of creditors’ claims. There were no legal proceedings pending
or threatened against the Company or the Directors that could, individually or in the aggregate,
have a material adverse effect on our business, financial condition or results of operations.
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D I RECTO RS’ REPORT (Continued)

As of December 31, 2020, Sichuan CIMC has applied to the Sichuan Higher People’s Court
for retrial, and the Sichuan Higher People’s Court has instructed the Chengdu Intermediate
People’s Court of Sichuan Province to retry the case. In July 2020, the Chengdu Intermediate
People’s Court of Sichuan Province issued a retrial judgment, which adjudged the revocation
of the original judgment and rejected the claims of Ping An Bank. Ping An Bank has appealed
to the Sichuan Higher People’s Court. On February 26, 2021, the Sichuan Higher People’s
Court ruled that the case was handled as Ping An Bank’s automatic withdrawal of appeal on
the ground that Ping An Bank had not paid the acceptance fee in advance at the expiration
of the time limit. The first instance judgment shall become legally effective from the date of
service of the ruling. Sichuan CIMC has received the aforementioned ruling.

So far as the Directors of the Company are aware, save as the abovementioned litigation,
the Group was not engaged in any material litigation, arbitration, administrative proceedings
or claim, and no litigation, administrative proceedings or claim of material importance was
pending or threatened against the Company during the Reporting Period.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of Association and the laws
of the PRC which would require the Company to offer new Shares to existing Shareholders
on a pro-rata basis.

EXTERNAL AUDITOR

PricewaterhouseCoopers, the auditor of the Company, has audited the consolidated financial
statements for the year ended 31 December 2020, and will retire at the 2020 AGM. Having
been approved by the Board upon the Audit Committee’s recommendation, a resolution for
the re-appointment of PricewaterhouseCoopers and PricewaterhouseCoopers Zhong Tian LLP
as auditors of the Company’s consolidated financial statements under International Financial
Reporting Standards and China Accounting Standards respectively, is to be proposed at the
2020 AGM. The Company has not changed the auditor in the past three years.
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SIGNIFICANT EVENTS OCCURRING AFTER THE REPORTING PERIOD

The Group’s significant events occurred after the Reporting Period as of the date of this report
are set out in “Management Discussion and Analysis” of this annual report.

FUTURE DEVELOPMENTS OF THE GROUP

The future developments of the Group are set out the section headed “Management
Discussion and Analysis” in this annual report.

2020 ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

The Environmental, Social and Governance Report as required by Appendix 27 of the Listing
Rules is expected to be published separately by the Company before June 30, 2021.

By order of the Board
Chairman
Mai Boliang

Shenzhen, the PRC, March 25, 2021
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REPORT OF THE SUPERVISORY COMMITTEE

During the Reporting Period, the Supervisory Committee conducted its work with the spirit
of holding itself accountable to all Shareholders and duly performed its various duties and
obligations. All members of the Supervisory Committee participated in the discussion in
respect of the major operation decisions of the Company, and supervised the financial
conditions and lawful operation of the Company and performance of directors and senior
management according to law, through attending supervisory meetings in accordance with
the Company Law of the People’s Republic of China, the Securities Law, the Listing Rules
and other laws and regulations and the requirements of the Articles of Association, which
enhanced the internal control and standardised operation of the Company.

. COMPOSITION OF THE SUPERVISORY COMMITTEE

As at December 31, 2020, the Supervisory Committee of the Company consists of
three members, including one employee representative Supervisor and two Shareholder
representative Supervisors. According to the requirements of the Articles of Association
of the Company, each Supervisor shall serve for a term of three years, which term is
renewable upon reelection and reappointment.

The composition of the Supervisory Committee is as follows:

Date of Principal roles
Name Position appointment and responsibilities

Mr. Liu Zhenhuan  Chairman of the August 15, 2011 Chairing meetings

Supervisory of the Supervisory
Committee, Committee,
shareholder supervising the
representative operating and
Supervisor financial activities of
the Group
Mr. Liu Hongqing employee October 28, 2014 Supervising the
representative operating and
Supervisor financial activities of
the Group
Mr. Li Xiaofu Shareholder December 7, 2018  Supervising the
representative operating and
Supervisor financial activities of
the Group
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REPORT OF THE SUPERVISORY COMMITTEE (continueq

II. MAJOR WORK OF THE SUPERVISORY COMMITTEE IN 2020

In 2020, members of the Supervisory Committee strengthened the coordination and
cooperation between the Board and senior management with the spirit of holding itself
accountable to all Shareholders, duly performed its supervision duties, gave well play
to the role of the Supervisory Committee, facilitated the standardized operation and
healthy development of the Company, and effectively safeguarded the interests of the
Company and its Shareholders.

1. Convening the meeting of the Supervisory Committee according to law and
duly performing the duties of the Supervisory Committee

In 2020, the Supervisory Committee convened a total of 4 meetings of the
Supervisory Committee, with the details of attendance of the Supervisors as

follows:

Number of meetings

that the Supervisor
were expected Number of Attendance
Supervisor to attend meetings attended rate
Liu Zhenhuan 4 4 100%
Liu Hongging 4 4 100%
Li Xiaofu 4 4 100%

The matters considered by the Supervisory Committee during the Reporting Period
include:

(1) Report of the Supervisory Committee for 2019

(2) Proposal on Consent to the Publication of the Financial Report of the
Company for the Past Three Years (2017-2019)

(8) Report on Interim Results for 2020
(4) Proposal on Prospectus for Initial Public Offering of Shares of the Company
and Listing on the ChiNext Market (Application Proof) and Relevant Issue

Documents

(5) Financial Data and Relevant Financial Reports as at September 30, 2020
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REPORT OF THE SUPERVISORY COMMITTEE (continueq)

2. Supervising the Performance of Duties of Directors and Senior Management
of the Company

In 2020, the Supervisory Committee supervised the performance of duties of
Directors and senior management of the Company through attending Board
meetings, reviewing the resolutions of Board meetings and examining the daily
operation and management of the Company.

3. Supervising the Financial Position of the Company

The Supervisory Committee supervised and audited the financial position and
financial results of the Company, and reviewed the annual financial reports of the
past three years and the interim financial report of the year 2020.

ill. INDEPENDENT OPINIONS OF THE SUPERVISORY COMMITTEE
1. Operation in accordance with law

In 2020, the Company insisted on operating in accordance with laws and
regulations, and its decision-making procedures were in compliance with the
relevant provisions of laws, regulations and the Articles of Association. The
Directors and senior management duly performed their duties, and no acts were
found to be in violation of laws, regulations and Articles of Association or damage
the interests of the Company when the Supervisory Committee performing its
duties.

2. Financial conditions

The Supervisory Committee believed that the Company had a sound financial
system, standardized financial operations and healthy financial position. The
financial report of the Company gave a true and objective view of its financial
position and operating conditions.

3. Evaluation results of the performance of duties of Directors and Senior
Management

The Supervisory Committee believed that the Directors and senior management
of the Company abided by the laws and disciplines, fulfilled their duties, were
pragmatic and dedicated to their work, and performed their duties diligently and
dutifully, and the decision-making procedures were legal.
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REPORT OF THE SUPERVISORY COMMITTEE (continueq

IV. KEY WORK PLAN OF 2021

The Supervisory Committee will earnestly abide by the relevant requirements of
laws, regulations, Articles of Association and rules of procedures for the Supervisory
Committee of the Company to carry out the daily resolutions of the Supervisory
Committee and perform their duties diligently and duly, including (1) convening the
meeting of the Supervisory Committee according to the actual situation of the Company
and getting well prepared for the review of various resolutions; (2) examining the
financial condition of the Company, supervising the financial operations of the Company
by regularly understanding and reviewing financial reports to prevent operational risks;
and (3) working diligently, actively attending important meetings such as Board meetings
and general meetings, and participating in the decision-making process of major issues
to effectively safeguard the interests of the Company and its Shareholders.
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INDEPENDENT AUDITOR’S REPORT

Independent Auditor’s Report

To the Shareholders of CIMC Vehicles (Group) Co., Ltd.
(incorporated in the People’s Republic of China with limited liability)
OPINION

What we have audited

The consolidated financial statements of CIMC Vehicles (Group) Co., Ltd. (the “Company”) and its
subsidiaries (the “Group”) set out on pages 123 to 264, which comprise:

o the consolidated balance sheet as at December 31, 2020;

o the consolidated income statement for the year then ended;

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

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

J the consolidated cash flow statement for the year then ended; and

3 the notes to the consolidated financial statements, which include a summary of significant

accounting policies.
Our opinion

In our opinion, the consolidated financial statements give a true and fair view of the consolidated
financial position of the Group as at December 31, 2020, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards (“IFRSs”) and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

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

Independence

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

KEY AUDIT MATTERS

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

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

J Impairment assessment of trade receivables

J Impairment of goodwill

Key Audit Matter
Impairment assessment of trade receivables

Refer to Note 2.12.4 of accounting policy of
Impairment of financial assets, Note 4(a) — “Critical
accounting estimates and judgments” and Note 23
— “Trade and bill receivables” to the consolidated
financial statements.

As of December 31, 2020, the Group’s trade
receivables were amounted to Renminbi (“RMB”)
2,957,650,000 before the allowance for impairment
of RMB152,499,000.

Loss allowances for trade receivables are
determined based on management’s assessment
on the lifetime expected credit losses of trade
receivables (the “ECL assessment”). For the
ECL assessment, the management estimated
the expected credit losses to be incurred by
considering the historical credit loss rates, past
collection information and aging profiles of trade
receivables, with an adjustment to reflect both the
current conditions and forward-looking information
on macroeconomic factors affecting the ability
of the customers to settle the receivables (the
“forward-looking factors”).

We focused on this area due to the significance of
the trade receivables balance and the significant
management’s judgements and estimates involved
in the ECL assessment.

IEEF-I civiC Venhicles (Group) Co., Ltd.

How our audit addressed the Key Audit Matter
We have performed the following procedures to
address this key audit matter:

(i)

(ii)

(iii)

Understood, evaluated and validated the relevant
controls over credit risk assessment, debt
collection and the ECL assessment, and assessed
the inherent risk of material misstatement by
considering the degree of estimation uncertainty
and level of other inherent risk factors such as
complexity and subjectivity;

Obtained management’s worksheets of ECL
calculations and tested the mathematical
accuracy of the calculations;

Evaluated the reliability of the key data inputs in
the ECL calculations (including historical credit
loss rates, past collection information and aging
profiles of trade receivables) by comparing them,
on a sample basis, to the underlying financial
records and supporting documents; and

Understood and evaluated the management’s
process in identifying the relevant forward-looking
factors (including GDP growth rates and inflation
rates etc.) and evaluated the reasonableness
of management’s estimation on the expected
changes in these forward-looking factors by
comparing them to the information as obtained
from our independent research.

Based on our work performed, we found that
management’s judgements and estimates used in the
ECL assessment of trade receivables were supported
by available evidence.



INDEPENDENT AUDITOR’S REPORT

Key Audit Matter
Impairment of goodwill

Refer to Note 2.11 of accounting policy of
impairment of non-financial assets, Note 4(b) —
“Critical accounting estimates and judgments”
and Note 18 — “Intangible assets” to the
consolidated financial statements.

As of December 31, 2020, the carrying amounts
of goodwill arising from acquisitions in prior
years amounted to RMB422,276,000 which is net
of the impairment provision of RMB26,144,000.

Management has performed impairment
assessments to determine the recoverable
amounts of the goodwill at the balance sheet
date. The recoverable amounts of the goodwill
is determined based on fair value less costs of
disposal or value-in-use calculations (whichever
is the higher), using the discounted cash flow
model. These calculations involved significant
management’s judgements and estimates in
determining the appropriate key assumptions
(including future revenue growth rates, gross
profit rates, terminal revenue growth rates and
pre-tax discount rates) used in the impairment
assessment.

We focused on this area due to the significant
management judgements and estimates were
involved in the impairment assessment.

How our audit addressed the Key Audit Matter
We have performed the following procedures to
address this key audit matter:

(i) Understood, evaluated and validated the relevant
controls over management’s goodwill impairment
assessment, including the adoption of valuation
models and key assumptions and the review and
approval of impairment charge, and assessed
the inherent risk of material misstatement by
considering the degree of estimation uncertainty
and level of other inherent risk factors such as
complexity and subjectivity;

(i) Obtained management’s worksheets for the
calculations of the recoverable amounts of
goodwill and tested the mathematical accuracy
of the calculation;

(i) We compared the historical actual results to
prior year budgets and forecasts to assess
whether there are management bias in the
process;

(iv) We evaluated the key assumptions used
in the calculations with the involvement of
our in-house valuation experts, which were
future revenue growth rates, gross profit rates,
terminal revenue rates and pre-tax discount
rates. When evaluating these key assumptions,
we considered market developments, long-
term expected inflation rates based on our
independent research, and compared the pre-
tax discount rate to the cost of capital of the
Company and comparable entities; and

(v) Evaluated the sensitivity analysis prepared
by management on the key assumptions, and
assessed the potential impact of a range of
possible outcomes.

Based on our work performed, we found that
management’s key estimates and assumptions as
adopted in the goodwill impairment assessments
were supported by the available evidence.
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OTHER INFORMATION

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

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

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

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

RESPONSIBILITIES OF DIRECTORS AND AUDIT COMMITTEE FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of the consolidated financial
statements that give a true and fair view in accordance with IFRSs and the disclosure requirements
of the Hong Kong Companies Ordinance, and for such internal control as the directors determine is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the directors either intend to liquidate

the Group or to cease operations, or have no realistic alternative but to do so.

The Audit Committee is 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. We report our opinion solely to you, as a body, and for no
other purpose. We do not assume responsibility towards or accept liability to any other person for the
contents of this report. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

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

J 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.

J 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.

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

J 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.

o 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.

J 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.

Annual Report 2020 -E-



INDEPENDENT AUDITOR’S REPORT

We communicate with the Audit Committee 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 the Audit Committee 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, actions taken to
eliminate threats or safeguards applied.

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

The engagement partner on the audit resulting in this independent auditor’s report is Wilson W.Y. Chow.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, March 25, 2021
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CONSOLIDATED INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2020

Year ended December 31,

2020 2019
Note RMB’000 RMB’000
Revenue 6 26,247,156 23,220,206
Cost of sales 9 (23,186,611) (20,235,437)
Gross profit 3,060,545 2,984,769
Selling and distribution expenses 9 (665,769) (596,778)
Administrative expenses 9 (1,253,876) (1,300,427)
Net impairment (losses)/reversal on financial assets and
financial guarantee contracts (59,352) 1,181
Other income 7 445,615 367,747
Other (losses)/gains — net 8 (9,465) 129,383
Operating profit 1,517,698 1,585,875
Finance income 11 51,758 104,777
Finance costs 11 (65,171) (132,946)
Finance costs — net (13,413) (28,169)
Share of net profit of associates and joint ventures 21 13,416 13,037
Profit before income tax 1,517,701 1,570,743
Income tax expense 12 (248,354) (244,282)
Profit for the year 1,269,347 1,326,461
Attributable to:
Owners of the Company 1,131,545 1,210,643
Non-controlling interests 137,802 115,818
1,269,347 1,326,461
Earnings per share (expressed in RMB per share)
— Basic and diluted 13 0.64 0.75

The notes on pages 130 to 264 form an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2020

Year ended December 31,

2020 2019
Note RMB’000 RMB’000
Profit for the year 1,269,347 1,326,461
Other comprehensive income
ltems that maybe reclassified to profit or loss
Currency translation differences (128,146) 61,679
Cash flow hedges 1 (141)
Other comprehensive income for the year, net of tax (128,145) 61,538
Total comprehensive income for the year 1,141,202 1,387,999
Total comprehensive income for the year attributable to:
Owners of the Company 1,004,517 1,270,813
Non-controlling interests 136,685 117,186
1,141,202 1,387,999

The notes on pages 130 to 264 form an integral part of these consolidated financial statements.
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CONSOLIDATED BALANCE SHEET

AS OF 31 DECEMBER 2020

Note As of December 31,
2020 2019
RMB’000 RMB’000
ASSETS
Non-current assets
Property, plant and equipment 15 4,516,730 4,016,070
Right-of-use for land use rights 17 799,986 746,961
Right-of-use assets 17 203,515 136,938
Investment properties 16 385,673 382,659
Intangible assets 18 536,011 554,772
Investments accounted for using the equity method 21 183,521 252,287
Deferred tax assets 35 144,165 169,667
Other non-current assets 90,028 59,178
6,859,629 6,318,532
Current assets
Inventories 22 3,792,612 3,829,425
Tax recoverable 154,405 117,581
Other current assets 36,291 12,227
Contract costs 6(b) 1,000 10,668
Trade and bill receivables 23 2,861,016 2,304,107
Prepayments and other receivables 24 538,336 650,331
Financial assets at fair value through profit or loss 25 136,785 215,255
Financial assets at fair value through other
comprehensive income 25 856,221 1,059,722
Derivative financial instruments 619 778
Restricted cash 26(b) 268,038 278,780
Cash and cash equivalents 26(a) 4,269,376 3,791,161
12,914,699 12,270,035
Assets held for sale 27 50,832 92,517
12,965,531 12,362,552
Total assets 19,825,160 18,681,084
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CONSOLIDATED BALANCE SHEET

AS OF 31 DECEMBER 2020

Note As of December 31,
2020 2019
RMB’000 RMB’000
LIABILITIES
Non-current liabilities
Borrowings 30 394,844 88,500
Non-current lease liabilities 17 160,064 96,031
Deferred income 34 55,104 25,659
Long-term payables 29,790 562
Deferred tax liabilities 35 127,763 128,483
767,565 339,235
Current liabilities
Trade and bill payables 31 4,344,002 3,617,559
Other payables and accruals 32 2,196,838 2,001,109
Contract liabilities 6(b) 767,577 524,557
Borrowings 30 830,613 1,566,176
Lease liabilities 17 25,945 27,276
Income tax liabilities 133,233 117,124
Derivative financial instruments 114 -
Provisions 83 175,953 125,417
Deferred income 34 49,918 141,957
Other current liabilities 84,702 -

8,608,895 8,121,175

Total liabilities 9,376,460 8,460,410
Net assets 10,448,700 10,220,674
EQUITY

Share capital 28 1,765,000 1,765,000

Reserves 29 3,608,694 3,682,651

Retained earnings 4,588,540 4,302,864
Equity attributable to owners of the Company 9,962,234 9,750,515
Non-controlling interests 486,466 470,159
Total equity 10,448,700 10,220,674

The notes on pages 130 to 264 form an integral part of these consolidated financial statements.

The financial statements on pages 123 to 264 were approved by the Board of Directors on March 25,
2021 and were signed on its behalf.

Mai Boliang Li Guiping

Chairman Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2020

Attributable to equity owners of the Company

Non-
Share Retained controlling Total
Note capital ~ Reserves earnings Total interests equity

RMB'000  RMB'000 RMB’000  RMB'000  RMB'000  RMB’000

Balance at January 1, 2019 1,600,000 2,390,316 3,597,364 7,487,680 460,029 7,947,709

Comprehensive income

Profit for the year - - 1,210,643 1,210,643 115,818 1,326,461
Currency translation differences 29 - 60,311 - 60,311 1,368 61,679
Cash flow hedges 29 - (141) - (141) - (141)

Total comprehensive income
for the year - 60,170 1,210,643 1,270,813 117,186 1,387,999

Transactions with owners in
their capacity as owners

Issuance of ordinary shares
relating to initial public
offering, net of underwriting
commissions and other

issuance costs (“IPO”) 29(a) 265,000 1,132,737 - 1,397,737 - 1,397,737
Transaction with non-controlling

interests = 1,271 - 1,271 (929) 342
Acquisition of additional interest

in a subsidiary - (6,986) - (6,986) (81,840) (88,826)
Transfer of statutory surplus

reserves 29(b) - 105,143 (105,143) - - -
Dividend paid 14 - - (400,000)  (400,000) - (400,000)

Dividends distribution made by
subsidiaries to non-controlling

interests - - - - (33,294) (33,294)
Disposal of interests in
subsidiaries - - - - 9,007 9,007

Total transactions with owners
in their capacity as owners 265,000 1,232,165 (505,143) 992,022 (107,056) 884,966

Balance at December 31, 2019 1,765,000 3,682,651 4,302,864 9,750,515 470,159 10,220,674
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2020

Attributable to equity owners of the Company

Non-
Share Retained controlling Total
Note capital Reserves  earnings Total interests equity

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000  RMB’000

Balance at January 1, 2020 1,765,000 3,682,651 4,302,864 9,750,515 470,159 10,220,674

Comprehensive income

Profit for the year - - 1,131,545 1,131,545 137,802 1,269,347
Currency translation differences 29 - (127,029) - (127,029) (1,117)  (128,146)
Cash flow hedges 29 - 1 - 1 - 1

Total comprehensive income
for the year - (127,028) 1,131,545 1,004,517 136,685 1,141,202

Transactions with owners in
their capacity as owners
Acquisition of additional interest

in a subsidiary - (568) - (568) (153) (721)
Transfer of statutory surplus

reserves 29(b) - 51,619 (51,619) - - -
Dividend paid 14 - - (794,250) (794,250) - (794,250)

Dividends distribution made by

subsidiaries to non-controlling

interests - - - - (123,457)  (123,457)
Others 2,020 - 2,020 3,232 5,252

Total transactions with owners
in their capacity as owners

53,071  (845,869)  (792,798)  (120,378)  (913,176)

Balance at December 31, 2020 1,765,000 3,608,694 4,588,540 9,962,234 486,466 10,448,700

The notes on pages 130 to 264 form an integral part of these consolidated financial statements.
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CONSOLIDATED CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2020

Note Year ended December 31,
2020 2019
RMB’000 RMB’000
Cash flows from operating activities
Cash generated from operations 36(a) 2,961,222 2,076,166
Income taxes paid (214,284) (230,362)
Net cash inflow from operating activities 2,746,938 1,845,804
Cash flows from investing activities
Payments for property, plant and equipment (1,071,702) (874,829)
Payments for intangible assets (82,824) (4,173)
Payments for right-of-use for land use rights (32,005) (100,642)
Proceeds from disposal of property, plant and equipment 240,008 82,356
Payment for acquisition of financial assets at fair value
through profit or loss - (196,451)
Proceed from disposal of financial assets at fair value
through profit or loss 80,000 2,197
Payments for acquisition of a subsidiary, net of cash
acquired 38 (1,389) -
Payments for acquisition of associates (6,800) (13,130)
Proceeds from disposal of associates and a joint venture 109,587 -
Repayment of loans by related parties 39 - 174,846
Interest received from related parties 39 - 18,025
Dividends received from associates 5,297 17,959
Net cash outflow from investing activities (759,828) (893,842)
Cash flows from financing activities
Proceeds of borrowings from related parties 39,36(c) - 31,700
Repayment of borrowings from related parties 30,36(c) - (931,765)
Interest expenses paid to related parties 36(c) - (8,362)
Proceeds from bank borrowings 36(c) 2,272,593 1,829,733
Proceeds of borrowings from third party 29,500 =
Repayment of bank borrowings 36(c) (2,701,812) (1,466,129)
Interest expenses for bank borrowings 36(c) (60,739) (120,056)
Proceeds from issue of ordinary shares - 1,487,545
Payments for ordinary shares issuance costs (15,748) (74,061)
Transaction with non-controlling interests - (131,851)
Dividend paid to owners of the Company 14 (794,250) (400,000)
Dividend paid to non-controlling interests in subsidiaries (88,548) (7,466)
Cash payments for the principal portion of the lease
liabilities (40,196) (28,695)
Net cash (outflow)/inflow from financing activities (1,399,200) 180,593
Net increase in cash and cash equivalents 587,910 1,132,555
Cash and cash equivalents at the beginning of the year 3,791,161 2,616,979
Exchange (losses)/gains on cash and cash equivalents (109,695) 41,627
Cash and cash equivalents at end of year 4,269,376 3,791,161

The notes on pages 130 to 264 form an integral part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1 GENERAL INFORMATION

CIMC Vehicles (Group) Co., Ltd. (the “Company”) is a sino-foreign joint venture approved for
incorporation by Wai Jing Mao Shen He Zi Zheng Zi (1996) No. 0861 issued by the People’s
Government of Shenzhen on August 9, 1996. On October 23, 2018, the Company was converted
into a joint stock company with limited liability with registered capital of RMB1,500,000,000. The
H shares of the Company were listed on the Main Board of the Stock Exchange of Hong Kong
Limited on July 11, 2019.

The address of the Company’s registered office is No. 2 Gangwan Avenue, Shekou, Nanshan
District, Shenzhen, Guangdong province, the People’s Republic of China (the “PRC”).

The Company and its subsidiaries (hereinafter collectively referred to as “the Group”) are mainly
engaged in design, manufacturing and sales of an extensive range of semi-trailers and truck bodies for
specialty vehicles and provision of relevant services in China, North America, Europe and other regions.

The ultimate holding company of the Company is China International Marine Containers (Group) Co.,
Ltd. (“CIMC Group”), which is established in the PRC and has its H shares and A shares listing on the
Stock Exchange of Hong Kong Limited and the Shenzhen Stock Exchange of the PRC, respectively.

These consolidated financial statements for the year ended December 31, 2020 is presented in
Renminbi (“RMB”), unless otherwise stated. These consolidated financial statements have been
approved for issue by the Board of Directors on March 25, 2021.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This note provides a list of the significant accounting policies adopted in the preparation of these
consolidated financial statements. These policies have been consistently applied to all the years
presented, unless otherwise stated. The financial statements are for the Group consisting of the
Company and its subsidiaries.

2.1 Basis of preparation

The consolidated financial statements of the Group have been prepared in accordance
with International Financial Reporting Standards (“IFRSs”). The consolidated financial
statements have been prepared under the historical cost convention, as modified by the
revaluation of financial assets at fair value through other comprehensive income and
financial assets at fair value through profit or loss, derivative financial instruments and
investment properties, which are carried at fair value.

The preparation of the consolidated financial statements in conformity with IFRSs requires
the use of certain critical accounting estimates. It also requires management to exercise its
judgment in the process of applying the Group’s accounting policies. The areas involving a
higher degree of judgment or complexity, or areas where assumptions and estimates are
significant to the consolidated financial statements are disclosed in Note 4 below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.1 BASIS OF PREPARATION (Continued)
(a) New and amended standards adopted by the Group

The Group has applied the following standards and amendments for the first time
for their annual reporting period commencing January 1, 2020:

o Definition of Material — Amendments to IAS 1 and IAS 8
° Definition of a Business — Amendments to IFRS 3

U Revised Conceptual Framework for Financial Reporting, and Interest Rate
Benchmark Reform — Amendments to IFRS 9, IAS 39 and IFRS 7

U Covid-19-Related Rent Concessions — Amendment to IFRS 16
(b) New standards and interpretations not yet adopted
Certain new accounting standards and interpretations have been published that are
not mandatory for December 31, 2020 reporting periods and have not been early
adopted by the Group as follows:
Effective for

the financial year
beginning on or after

IFRS 17 Insurance Contracts 1 January 2021

Amendments to IAS 1 Classification of Liabilities as Originally 1 January
Current or Non-current 2022, but extended to

1 January 2023

Amendments to IAS 16  Property, Plant and Equipment: 1 January 2022
Proceeds before intended use

Amendments to IFRS 3  Reference to the Conceptual 1 January 2022
Framework

Amendments to IAS 37  Onerous Contracts — Cost of 1 January 2022
Fulfilling a Contract

Amendments to Sale or Contribution of Assets To be determined

IFRS 10 and IAS 28 Between an Investor and its

Associate or Joint venture

The above new standards, amendments to standards and interpretations are
effective for annual periods beginning on or after January 1, 2021 and have not
been applied in preparing these consolidated financial statements. The Group is in
the process of assessing the impact of the above new standards and amendments
to existing standards on the Group’s consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.2 Subsidiaries
2.2.1 Consolidation

A subsidiary is an entity (including a structured entity) over which the Group has
control. The Group controls an entity when the Group is exposed to, or has rights
to, variable returns from its involvement with the entity and has the ability to affect
those returns through its power over the entity. Subsidiaries are consolidated from
the date on which control is transferred to the Group. They are deconsolidated from
the date that control ceases.

(a)  Business combination not under common control

The Group applies the acquisition method to business combinations other
than those which are under common control. The consideration transferred for
the acquisition of a subsidiary is the fair values of the assets transferred, the
liabilities incurred to the former owners of the acquiree and the equity interests
issued by the Group. The consideration transferred includes the fair value of
any asset or liability resulting from a contingent consideration arrangement.
Identifiable assets acquired and liabilities and contingent liabilities assumed
in a business combination are measured initially at their fair values at the
acquisition date. The Group recognizes any non-controlling interest in the
acquiree on an acquisition-by acquisition basis, either at fair value or at the
non-controlling interest’s proportionate share of the recognized amounts of
acquiree’s identifiable net assets.

Acquisition-related costs are expensed as incurred.

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

Any contingent consideration to be transferred by the Group is recognized
at fair value at the acquisition date. Subsequent changes to the fair value
of the contingent consideration that is deemed to be an asset or liability is
recognized in accordance with IAS 39 either in consolidated income statement
or as a change to other comprehensive income. Contingent consideration that
is classified as equity is not remeasured, and its subsequent settlement is
accounted for within equity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.2 Subsidiaries (Continued)
2.2.1 Consolidation (Continued)
(a)  Business combination not under common control (Continued)

The excess of the consideration transferred the amount of any non-controlling
interest in the acquiree and the acquisition-date fair value of any previous
equity interest in the acquiree over the fair value of the identifiable net assets
acquired is recorded as goodwill. If the total of consideration transferred, non-
controlling interest recognized and previously held interest measured is less
than the fair value of the net assets of the subsidiary acquired in the case of
a bargain purchase, the difference is recognized directly in the consolidated
income statement.

Intra-group transactions, balances and unrealized gains on transactions
between group companies are eliminated. Unrealized losses are also
eliminated. When necessary, amounts reported by subsidiaries have been
adjusted to conform with the Group’s accounting policies.

(b)  Business combination under common control

The consolidated financial statements incorporates the financial information of
the combining entities or businesses in which the common control combination
occurs as if they had been combined from the date when the combining
entities or businesses first came under the control of the controlling party.

The net assets of the combining entities or businesses are combined using
the existing book values from the controlling parties’ perspective. No amount
is recognized in consideration for goodwill or excess of acquirers’ interest in
the net fair value of acquiree’s identifiable assets, liabilities and contingent
liabilities over cost at the time of common control combination, to the extent
of the continuation of the controlling party’s interest.

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

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

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.2 Subsidiaries (Continued)
2.2.1 Consolidation (Continued)
(b)  Business combination under common control (Continued)

A uniform set of accounting policies is adopted by those entities. All intra-
group transactions, balances and unrealized gains on transactions between
combining entities or businesses are eliminated on consolidation.

Transaction costs, including professional fees, registration fees, costs of
furnishing information to shareholders, costs incurred in combining operations
of the previously separate businesses, etc., incurred in relation to the common
control combination that is to be accounted for by using merger accounting is
recognized as an expense in the year in which it is incurred.

(c)  Changes in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests that do not result in loss of control
are accounted for as equity transactions — that is, as transactions with the
owners of the subsidiary in their capacity as owners. The difference between
fair value of any consideration paid and the relevant share acquired of the
carrying value of net assets of the subsidiary is recorded in equity. Gains or
losses on disposals to non-controlling interests are also recorded in equity.

(d) Disposal of subsidiaries

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

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.2 Subsidiaries (Continued)
2.2.2 Separate financial statements

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

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

2.3 Associate

An associate is an entity over which the Group has significant influence but not control,
generally accompanying a shareholding of between 20% and 50% of the voting rights.
Investments in associates are accounted for using the equity method of accounting. Under
the equity method, the investment is initially recognized at cost and adjusted thereafter
to recognize the Group’s share of the post-acquisition profits or losses of the investee in
profit or loss, and the Group’s share of movements in other comprehensive income. Upon
the acquisition of the ownership interest in an associate, any difference between the cost
of the associate and the Group’s share of the net fair value of the associate’s identifiable
assets and liabilities is accounted for as goodwill.

If the ownership interest in an associate is reduced but significant influence is retained,
only a proportionate share of the amounts previously recognized in other comprehensive
income is reclassified to consolidated income statement where appropriate.

The Group’s share of post-acquisition profit or loss is recognized in the consolidated
income statement, and its share of post-acquisition movements in other comprehensive
income is recognized in other comprehensive income with a corresponding adjustment to
the carrying amount of the investment. When the Group’s share of losses in an associate
equals or exceeds its interest in the associate, including any other unsecured receivables,
the Group does not recognize further losses, unless it has incurred legal or constructive
obligations or made payments on behalf of the associate.

The Group determines at each reporting date whether there is any objective evidence that
the investment in the associate is impaired. If this is the case, the Group calculates the
amount of impairment as the difference between the recoverable amount of the associate
and its carrying value and recognizes the amount adjacent to “Share of net profit of
associates” in the consolidated income statement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.3 Associate (Continued)

Profits and losses resulting from upstream and downstream transactions between the Group
and its associate are recognized in the Group’s financial information only to the extent of
unrelated investor’s interests in the associates. Unrealized losses are eliminated unless
the transaction provides evidence of an impairment of the asset transferred. Accounting
policies of associates have been changed where necessary to ensure consistency with
the policies adopted by the Group.

Gains or losses on dilution of equity interest in associates are recognized in the
consolidated income statement.

2.4 Joint arrangements

Under IFRS 11 Investments in joint arrangements are classified as either joint operations
or joint ventures depending on the contractual rights and obligations of each investor. The
Group has assessed the nature of its joint arrangements and determined them to be joint
ventures. Joint ventures are accounted for using the equity method.

Under the equity method of accounting, interests in joint ventures are initially recognized
at cost and adjusted thereafter to recognize the Group’s share of the post-acquisition
profits or losses and movements in other comprehensive income. When the Group’s share
of losses in a joint venture equals or exceeds its interests in the joint ventures (which
includes any long-term interests that, in substance, form part of the Group’s net investment
in the joint ventures), the Group does not recognize further losses, unless it has incurred
obligations or made payments on behalf of the joint ventures.

Unrealized gains on transactions between the Group and its joint ventures are eliminated
to the extent of the Group’s interest in the joint ventures. Unrealized losses are also
eliminated unless the transaction provides evidence of an impairment of the asset
transferred.

2.5 Segment reporting

Operating segments are reported in a manner consistent with the internal reporting
provided to the chief operating decision-maker (“CODM”). The chief operating decision-
maker, who is responsible for allocating resources and assessing performance of the
operating segments, has been identified as the chief executive officer (‘CEQ”) that makes
strategic decisions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.6 Foreign currency translation
(a) Functional and presentation currency

Items included in the consolidated financial statements of each of the Group’s
entities are measured using the currency of the primary economic environment in
which the entity operates (“the functional currency”). The consolidated financial
statements are presented in Renminbi (“RMB”), which is the Company’s functional
and the Group’s presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using
the exchange rates at the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and from the translation
of monetary assets and liabilities denominated in foreign currencies at year end
exchange rates are generally recognized in profit or loss. They are deferred in equity
if they relate to qualifying cash flow hedges and qualifying net investment hedges
or are attributable to part of the net investment in a foreign operation.

Foreign exchange gains and losses that relate to borrowings are presented in the
consolidated income statement, within finance costs. All other foreign exchange
gains and losses are presented in the consolidated income statement on a net basis
within “other gains — net”.

Non-monetary items that are measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair value was determined.
Translation differences on assets and liabilities carried at fair value are reported as
part of the fair value gain or loss. Translation differences on non-monetary assets
and liabilities such as equities held at fair value through profit or loss are recognized
in profit or loss as part of the fair value gain or loss and translation differences on
non-monetary assets such as equities classified as financial assets at fair value
through other comprehensive income are recognized in other comprehensive
income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.6 Foreign currency translation (Continued)
(c) Group companies

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

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

o Income and expenses for each consolidated income statement and statement
of comprehensive income are translated at average exchange rates (unless
this is not a reasonable approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case income and expenses are
translated at the dates of the transactions), and

o All resulting exchange differences are recognized in other comprehensive
income.

On consolidation, exchange differences arising from the translation of any net
investment in foreign entities, and of borrowings and other financial instruments
designated as hedges of such investments, are recognized in other comprehensive
income. When a foreign operation is sold or any borrowings forming part of the net
investment are repaid, the associated exchange differences are reclassified to profit
or loss, as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation

are treated as assets and liabilities of the foreign operation and translated at the
closing rate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.6 Foreign currency translation (Continued)
(d) Disposal of foreign operation and partial disposal

On the disposal of a foreign operation (that is, a disposal of the Group’s entire
interest in a foreign operation, or a disposal involving loss of control over a
subsidiary that includes a foreign operation, a disposal involving loss of joint control
over a joint venture that includes a foreign operation, or a disposal involving loss of
significant influence over an associate that includes a foreign operation), all of the
currency translation differences accumulated in equity in respect of that operation
attributable to the owners of the Company are reclassified to profit or loss.

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

2.7 Property, plant and equipment

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

Subsequent costs are included in the asset’s carrying amount or recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits associated
with the item will flow to the Group and the cost of the item can be measured reliably. The
carrying amount of any component accounted for as a separate asset is derecognized
when replaced. All other repairs and maintenance are charged to consolidated income
statement during the reporting period in which they are incurred.

Depreciation is calculated using the straight-line method to allocate their cost or revalued

amounts, net of their residual values, over their estimated useful lives or, in the case of
leasehold improvements, the shorter lease term as follows:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.7 Property, plant and equipment (Continued)

— Buildings 20 to 30 years
— Machinery and equipment 10 to 12 years
— Motor vehicles 5 years

— Electronic and office equipment 4.5 to 5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at
the end of each reporting period.

Construction in progress represents items of property, plant and equipment under
construction and pending installation and is stated at cost less impairment losses. Cost
comprises direct and indirect costs, related to acquisition and installation of the property,
plant and equipment, incurred before the asset is substantially ready for its intended use.

Capitalization of these costs ceases and the construction in progress is transferred to
property, plant and equipment when the asset is substantially ready for its intended use.

No depreciation is provided for construction in progress.

An asset’s carrying amount is written down immediately to its recoverable amount if the
asset’s carrying amount is greater than its estimated recoverable amount (Note 2.11).

Gains and losses on disposals are determined by comparing proceeds with carrying amount
and are recognized in “other gains — net” in the consolidated income statement.

2.8 Investment properties

Investment properties, principally comprising leasehold land and buildings, are held for
long-term rental yields or for capital appreciation or both, and that are not occupied by
the Group.

Investment properties are initially measured at cost, including related transaction costs
and where applicable borrowing costs. After initial recognition, investment properties are
carried at fair value, representing open market value determined at each reporting date
by external valuers or management. Fair value is based on active market prices, adjusted,
if necessary, for any difference in the nature, location or condition of the specific asset.
If the information is not available, the Group uses alternative valuation methods such as
recent prices on less active markets or discounted cash flow projections. Changes in fair
values are recorded in the consolidated income statement as part of a valuation gain or
loss in “other gains — net”.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.9

2.10

Land use right

Land lease prepayments represent payments for land use rights to the PRC authorities.
Land use rights are stated at cost less accumulated amortization and impairment losses.
Amortization is charged to consolidated income statement on a straight-line basis over
the respective periods of the rights. Land use rights have been reclassified to right-of-use
assets upon the adoption of IFRS16 from January 1, 2019.

Intangible assets
(a) Goodwill

Goodwill on acquisitions of subsidiaries is included in intangible assets. Goodwill is
not amortized but it is tested for impairment annually, or more frequently if events or
changes in circumstances indicate that it might be impaired, and is carried at cost
less accumulated impairment losses. Gains and losses on the disposal of an entity
include the carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing.
The allocation is made to those cash-generating units or groups of cash-generating
units that are expected to benefit from the business combination in which the
goodwill arose. The units or groups of units are identified at the lowest level at
which goodwill is monitored for internal management purposes, being the operating
segments.

(b) Patents and trademarks

Separately acquired patents and trademarks are shown at historical cost and are
amortized on straight-line basis over the estimated useful lives of 5 to 10 years as
stipulated by the relevant contracts or laws.

Trademarks acquired in several business combinations are recognized at fair
value at the acquisition date. Amortization is calculated using straight-line basis
over the estimated useful lives of 5 to 10 years, which were determined based on
various factors including (i) the acquiree’s reputation and market position; and (ii)
the historical and expected profitability generated from the use of the trade names.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.10 Intangible assets (Continued)
(c) Software

Acquired computer software stated at historical cost less amortization. Acquired
computer software are capitalized on the basis of the costs incurred to acquire and
bring to use the specific software, and are amortized on a straight-line basis over
their useful lives, about 5 to 10 years.

(d) Customer relationships

Customer relationships acquired in several business combinations are recognized
at fair value at the acquisition date. Amortization is calculated using the straight-
line basis over the estimated useful lives of 5 to 10 years, which were determined
based on various factors including (i) historical and expected sales of the acquiree
with the customers; (ii) projected revenues contributed from the customers after
considering the estimated attrition rate; and (iii) contracts periods and life cycle of
the relevant products.

(e) Customer contracts

Customer contracts are amortized on a straight-line basis over the period of 9
months.

(f) Research and development expenditures
Research expenditure is recognized as an expense as incurred. Costs incurred on
development projects are capitalized as intangible assets when recognition criteria

are fulfilled. These criteria include:

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

o management intend to complete the intangible assets and use or sell it
o there is an ability to use or sell the intangible assets
U it can be demonstrated how the intangible assets will generate probable future

economic benefits
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.10 Intangible assets (Continued)
(f) Research and development expenditures (Continued)

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

U the expenditure attributable to the intangible assets during its development
can be reliably measured.

Capitalized development costs are recorded as intangible assets and amortization
from the point at which the asset is ready for use on a straight-line basis over its
estimated useful life. Other development costs expenditures that do not meet these
criteria are recognized as an expense as included, development costs previously
recognized as expenses are not recognized as an asset in a subsequent period.

Each of patents and trademarks, software, customer relationships and customer
contracts has a useful life of 5 to 10 years, 5 years, 5 to 10 years and 9 months,
respectively. When determining the length of useful life of an intangible asset,
management take into account the (i) estimated period during which such asset can
bring economic benefits to the Group; and (ii) the useful life estimated by comparable
companies in the market.

2.11 Impairment of non-financial assets

Goodwill and intangible assets that have an indefinite useful life are not subject to
amortization and are tested annually for impairment, or more frequently if events or
changes in circumstances indicate that they might be impaired. Other assets are tested
for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognized for the amount by
which the asset’s carrying amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs of disposal and value in use. For
the purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash inflows which are largely independent of the cash
inflows from other assets or groups of assets (cash-generating units). Non-financial assets
other than goodwill that suffered an impairment are reviewed for possible reversal of the
impairment at the end of each reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.12 Financial assets
2.12.1Classification
The Group classifies its financial assets in the following categories:

o those to be measured subsequently at fair value (either through other
comprehensive income or through profit or loss), and

° those to be measured at amortized cost.

The classification depends on the entity’s business model for managing the financial
assets and the contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in profit
or loss or other comprehensive income. For investments in debt instruments, this will
depend on the business model in which the investment is held. For investments in
equity instruments, this will depend on whether the Group has made an irrevocable
election at the time of initial recognition to account for the equity investment at fair
value through other comprehensive income.

See Note 20 for details about each type of financial assets.

The Group reclassifies debts investments when and only when its business model
for managing those assets changes.

2.12.2Recognition and derecognition

Regular way purchases and sales of financial assets are recognized on trade-date,
the date on which the Group commits to purchase or sell the asset. Financial assets
are derecognized when the rights to receive cash flows from the financial assets
have expired or have been transferred and the Group has transferred substantially
all the risks and rewards of ownership.

The Group derecognizes a financial asset, if the part being considered for
derecognition meets one of the following conditions: (i) the contractual rights to
receive the cash flows from the financial asset expire; or (ii) the contractual rights
to receive the cash flows of the financial asset have been transferred, the Group
transfers substantially all the risks and rewards of ownership of the financial asset; or
(iii) the Group retains the contractual rights to receive the cash flows of the financial
asset, but assumes a contractual obligation to pay the cash flows to the eventual
recipient in an agreement that meets all the conditions of de-recognition of transfer
of cash flows (“pass through” requirements) and transfers substantially all the risks
and rewards of ownership of the financial asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.12 Financial assets (Continued)
2.12.3Measurement

At initial recognition, the Group measures a financial asset at its fair value plus, in
the case of a financial asset not at fair value through profit or loss, transaction costs
that are directly attributable to the acquisition of the financial asset. Transaction
costs of financial assets carried at fair value through profit or loss are expensed in
consolidated income statement.

Financial assets with embedded derivatives are considered in their entirety when
determining whether their cash flows are solely payment of principal and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the Group’s business
model for managing the asset and the cash flow characteristics of the asset.
There are three measurement categories into which the Group classifies its debt
instruments:

J Amortized cost: Assets that are held for collection of contractual cash flows
where those cash flows represent solely payments of principal and interest
are measured at amortized cost. Interest income from these financial assets
is included in finance income using the effective interest rate method. Any
gain or loss arising on derecognition is recognized directly in consolidated
income statement and presented in “other gains — net” together with foreign
exchange gains and losses. Impairment losses are presented as separate
line item in the consolidated income statement.

U Fair value through other comprehensive income: Assets that are held for
collection of contractual cash flows and for selling the financial assets, where
the assets’ cash flows represent solely payments of principal and interest, are
measured at fair value through other comprehensive income. Movements in
the carrying amount are taken through other comprehensive income, except
for the recognition of impairment gains or losses, interest revenue and foreign
exchange gains and losses which are recognized in profit and loss. When
the financial asset is derecognized, the cumulative gain or loss previously
recognized in other comprehensive income is reclassified from equity to
consolidated income statement and recognized in “other gains — net”. Interest
income from these financial assets is included in finance income using the
effective interest rate method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.12 Financial assets (Continued)
2.12.3Measurement (Continued)
Debt instruments (Continued)

o Fair value through profit or loss: Assets that do not meet the criteria for
amortized cost or financial assets at fair value through other comprehensive
income are measured at fair value through profit or loss. A gain or loss on a
debt investment that is subsequently measured at fair value through profit or
loss and is not part of a hedging relationship is recognized in consolidated
income statement and presented net in the consolidated income statement
within “other gains — net” in the period in which it arises.

Equity instruments

The Group subsequently measures all equity investments at fair value. Where the
Group’s management have elected to present fair value gains and losses on equity
investments in other comprehensive income, there is no subsequent reclassification
of fair value gains and losses to consolidated income statement following the
derecognition of the investment. Dividends from such investments continue to be
recognized in consolidated income statement as “other income” when the Group’s
right to receive payments is established.

Changes in the fair value of financial asset at fair value through profit or loss are
recognized in “fair value gains on financial asset at fair value through profit or loss”
in the consolidated income statement as applicable. Impairment losses (and reversal
of impairment losses) on equity investments measured at financial assets at fair
value through other comprehensive income are not reported separately from other
changes in fair value.

IEYT I cVC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.12 Financial assets (Continued)
2.12.4Impairment

The Group assesses on a forward looking basis the expected credit losses
associated with its assets carried at amortized cost and financial assets at fair
value through other comprehensive income. The impairment methodology applied
depends on whether there has been a significant increase in credit risk. Note 3.1(b)
details how the Group determines whether there has been a significant increase in
credit risk.

The Group has following types of assets that are subject to the expected credit
loss model:

U trade and bill receivables for sales of inventory and from the provision of
services; and

° other financial assets at amortized cost such as amount due from related
parties and other receivables.

While restricted cash and cash and cash equivalents are also subject to the
impairment requirements of IFRS 9, the identified impairment loss was immaterial.

For trade and bill receivables only, the Group applies the simplified approach
permitted by IFRS 9, which requires expected lifetime losses to be recognized from
initial recognition of the receivables.

Impairment on other receivables from third parties and related parties are measured
as either 12-month expected credit losses or lifetime expected credit loss, depending
on whether there has been a significant increase in credit risk since initial
recognition. If a significant increase in credit risk of a receivable has occurred since
initial recognition, then impairment is measured as lifetime expected credit losses.

2.13 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet
where the Group currently has a legally enforceable right to offset the recognised amounts,
and there is an intention to settle on a net basis or realise the asset and settle the liability
simultaneously. The Group has also entered into arrangements that do not meet the criteria
for offsetting but still allow for the related amounts to be set off in certain circumstances,
such as bankruptcy or the termination of a contract.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.14 Derivatives and hedging activities

Derivatives are initially recognized at fair value on the date a derivative contract is entered
into and are subsequently remeasured to their fair value at the end of each reporting
period. The accounting for subsequent changes in fair value depends on whether the
derivative is designated as a hedging instrument, and if so, the nature of the item being
hedged. The Group designates certain derivatives as hedges of a particular risk associated
with the cash flows of recognized assets and liabilities and highly probable forecast
transactions (cash flow hedges).

At inception of the hedge relationship, the Group documents the economic relationship
between hedging instruments and hedged items including whether changes in the cash
flows of the hedging instruments are expected to offset changes in the cash flows of
hedged items. The Group documents its risk management objective and strategy for
undertaking its hedge transactions.

The full fair value of a hedging derivative is classified as a non-current asset or liability
when the remaining maturity of the hedged item is more than 12 months; it is classified
as a current asset or liability when the remaining maturity of the hedged item is less than
12 months. Trading derivatives are classified as a current asset or liability.

Cash flow hedge that qualify for hedge accounting

Gains or losses relating to the effective portion of the change in intrinsic value of the options
are recognized in the cash flow hedge reserve within equity. The changes in the time value
of the options that relate to the hedged item (“aligned time value”) are recognized within
other comprehensive income in the costs of hedging reserve within equity.

Amounts accumulated in equity are reclassified in the periods when the hedged item affects
profit or loss. Where the hedged item subsequently results in the recognition of a non-
financial asset (such as inventory), both the deferred hedging gains and losses and the
deferred time value of the option contracts or deferred forward points, if any, are included
within the initial cost of the asset. The deferred amounts are ultimately recognized in profit
or loss as the hedged item affects profit or loss (for example through cost of sales).

When a hedging instrument expires, or is sold or terminated, or when a hedge no longer
meets the criteria for hedge accounting, any cumulative deferred gain or loss and deferred
costs of hedging in equity at that time remains in equity until the forecast transaction
occurs, resulting in the recognition of a non-financial asset such as inventory. When
the forecast transaction is no longer expected to occur, the cumulative gain or loss and
deferred costs of hedging that were reported in equity are immediately reclassified to
profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.14 Derivatives and hedging activities (Continued)
Derivatives that do not qualify for hedge accounting

Certain derivative instruments do not qualify for hedge accounting. Changes in the
fair value of any derivative instrument that does not qualify for hedge accounting are
recognized immediately in profit or loss and are included in “other gains — net”.

2.15 Inventories

Inventories are stated at the lower of cost and net realizable value. Cost is determined
using the weighted average method. The cost of finished goods and work in progress
comprises raw materials, assembly cost and other direct costs. It excludes borrowing costs.
Net realizable value is the estimated selling price in the ordinary course of business, less
the estimated costs to completion, applicable variable selling expense and related tax.

2.16 Trade and other receivables
Trade receivables are amounts due from customers for goods sold or services performed
in the ordinary course of business. If collection of trade and bill receivables is expected
in one year or less (or in the normal operating cycle of the business if longer), they are
classified as current assets. Otherwise, they are presented as non-current assets.
Trade and other receivables are recognized initially at fair value and subsequently
measured at amortized cost using the effective interest method, less provision for
impairment. Details about the Group’s impairment policies and the calculation of the loss
allowance are provided in Note 2.12.4 and Note 3.1(b).

2.17 Cash and cash equivalents
In the consolidated cash flow statement, cash and cash equivalents includes cash on
hand, deposits held at call with financial institutions, and other short-term, highly liquid
investments with original maturities of three months or less.

2.18 Share capital

Paid-in capital/ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in
equity as a deduction, net of tax, from the proceeds.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.19 Trade and other payables

Trade payables are obligations to pay for goods or services that have been acquired in
the ordinary course of business from suppliers. Trade and other payables are presented
as current liabilities unless payment is not due within 12 months after the reporting period.

Trade and other payables are recognized initially at their fair value and subsequently
measured at amortized cost using the effective interest method.

2.20 Borrowings

Borrowings are initially recognized at fair value, net of transaction costs incurred.
Borrowings are subsequently measured at amortized cost. Any difference between
the proceeds (net of transaction costs) and the redemption amount is recognized in
consolidated income statement over the period of the borrowings using the effective
interest method.

Fees paid on the establishment of loan facilities are recognized as transaction costs of
the loan to the extent that it is probable that some or all of the facility will be drawn down.
In this case, the fee is deferred until the draw down occurs. To the extent there is no
evidence that it is probable that some or all of the facility will be drawn down, the fee is
capitalized as a prepayment for liquidity services and amortized over the period of the
facility to which it relates.

Borrowings are classified as current liabilities unless the Group has an unconditional right
to defer settlement of the liability for at least 12 months after the reporting period.

2.21 Borrowing costs

General and specific borrowing costs that are directly attributable to the acquisition,
construction or production of a qualifying asset are capitalized during the period of time
that is required to complete and prepare the asset for its intended use or sale. Qualifying
assets are assets that necessarily take a substantial period of time to get ready for their
intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending

their expenditure on qualifying assets is deducted from the borrowing costs eligible for
capitalization. Other borrowing costs are expensed in the period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.22 Current and deferred income tax

The tax expense for the year comprises current and deferred tax. Tax is recognized in the
consolidated income statement, except to the extent that it relates to items recognized in
other comprehensive income or directly in equity. In this case, the tax is also recognized
in other comprehensive income or directly in equity, respectively.

(a) Current income tax

The current income tax charge is calculated on the basis of the tax laws enacted
or substantively enacted at the end of the reporting period in the countries where
the Company’s subsidiaries and associates operate and generate taxable income.
Management periodically evaluate positions taken in tax returns with respect to situations
in which applicable tax regulation is subject to interpretation. It establishes provisions
where appropriate on the basis of amounts expected to be paid to the tax authorities.

(b) Deferred income tax

Deferred income tax is recognized, using the liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the
consolidated financial statements. However, deferred tax liabilities are not recognized
if they arise from the initial recognition of goodwill, the deferred income tax is not
accounted for if it arises from initial recognition of an asset or liability in a transaction
other than a business combination that at the time of the transaction affects neither
accounting nor taxable profit or loss. Deferred income tax is determined using tax
rates (and laws) that have been enacted or substantively enacted by the end of each
reporting period and are expected to apply when the related deferred income tax asset
is realized or the deferred income tax liability is settled.

Deferred tax assets are recognised only if it is probable that future taxable amounts
will be available to utilise those temporary differences and losses.

Deferred income tax liabilities are provided on taxable temporary differences arising from
investments in subsidiaries, associates and joint ventures, except for deferred income
tax liability where the timing of the reversal of the temporary difference is controlled
by the Group and it is probable that the temporary difference will not reverse in the
foreseeable future. Generally the Group is unable to control the reversal of the temporary
difference for associates and joint ventures. Only when there is an agreement in place
that gives the Group the ability to control the reversal of the temporary difference in
the foreseeable future, deferred tax liability in relation to taxable temporary differences
arising from the associate’s undistributed profits is not recognized.

Current and deferred tax is recognised in profit or loss, except to the extent that it
relates to items recognised in other comprehensive income or directly in equity. In
this case, the tax is also recognised in other comprehensive income or directly in
equity, respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.22 Current and deferred income tax (Continued)
(c) Offsetting

Deferred income tax assets and liabilities are offset when there is a legally
enforceable right to offset current tax assets against current tax liabilities and when
the deferred income tax assets and liabilities relate to income taxes levied by the
same taxation authority on either the taxable entity or different taxable entities where
there is an intention to settle the balances on a net basis.

2.23 Employee benefits

Salaries, annual bonuses, paid annual leave, contribution to defined contribution plan and
the cost of non-monetary benefits are accrued in the year in which the associated service
are rendered by employees. Where payment or settlement is deferred and the effect would
be material, these amounts would be stated at their present value.

(a) Employee leave entitlements

Employee entitlements to annual leave are recognized when they accrue to
employees. A provision is made for the estimated liability for annual leave as a result
of services rendered by employees up to the end of the reporting period. Employee
entitlements to sick and maternity leave are not recognized until the time of leave.

(b) Pension obligations

The Group’s companies incorporated in the PRC contribute based on certain
percentage of the salaries of the employees to a defined contribution retirement
benefit plan and other defined contribution social security plans organized by
relevant government authorities in the PRC on a monthly basis. The government
authorities undertake to assume the retirement benefit obligations payable and
other social security payables to all existing and future retired employees under
these plans and the Group has no further obligation beyond the contributions made.
Contributions to these plans are expenses as incurred. Assets of the plans are held
and managed by government authorities and are separate from those of the Group.

(c) Bonus plans

The expected cost of bonuses is recognized as a liability when the Group has a
present legal or constructive obligation for payment of bonus as a result of services
rendered by employees and a reliable estimate of the obligation can be made.
Liabilities for profit sharing and bonus plans are expected to be settled within 1
year and are measured at the amounts expected to be paid when they are settled.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.24 Non-current assets (or disposal groups) held for sale

Non-current assets (or disposal groups) are classified as held for sale if their carrying
amount will be recovered principally through a sale transaction rather than through
continuing use and a sale is considered highly probable. They are measured at the lower
of their carrying amount and fair value less costs to sell, except for assets such as deferred
tax assets, assets arising from employee benefits, financial assets and investment property
that are carried at fair value and contractual rights under insurance contracts, which are
specifically exempt from this requirement.

An impairment loss is recognised for any initial or subsequent write-down of the asset (or
disposal group) to fair value less costs to sell. A gain is recognised for any subsequent
increases in fair value less costs to sell of an asset (or disposal group), but not in excess
of any cumulative impairment loss previously recognised. A gain or loss not previously
recognised by the date of the sale of the non-current asset (or disposal group) is
recognised at the date of derecognition.

Non-current assets (including those that are part of a disposal group) are not depreciated
or amortised while they are classified as held for sale.

Non-current assets classified as held for sale are presented separately from the other
assets in the balance sheet.

2.25 Provisions

Provisions are recognized when the Group has a present legal or constructive obligation as
a result of past events; it is probable that an outflow of resources will be required to settle
the obligation; and the amount has been reliably estimated. Provisions are not recognized
for further operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be
required in settlement is determined by considering the class of obligations as a whole.
A provision is recognized even if the likelihood of an outflow with respect to any one item
included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required
to settle the obligation using a pre-tax rate that reflects current market assessments of the
time value of money and the risks specific to the obligation. The increase in the provision
due to passage of time is recognized as interest expense.

In terms of a possible obligation resulting from a past transaction or event, whose existence
will only be confirmed by the occurrence or nonoccurrence of uncertain future events or a
present obligation resulting from a past transaction or event, where it is not probable that
the settlement of the above obligation will cause an outflow of economic benefits, or the
amount of the outflow cannot be estimated reliably, the possible or present obligation is
disclosed as a contingent liability.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.26 Revenue recognition
The Group principally derives revenue from sales of products and provision of services.

Revenue is measured at the fair value of the consideration received or receivable,
and represents amounts receivable for goods sold or services performed, stated net of
discounts, returns and value-added taxes. The Group recognizes revenue when the specific
criteria have been met for each of the Group’s activities, as described below.

Revenue is recognized when or as the control of the goods or services is transferred to a
customer. Depending on the terms of the contract and the laws that apply to the contract,
control of the goods and services may be transferred over time or at a point in time. Control
of the goods and services is transferred over time if the Group’s performance:

U provides all of the benefits received and consumed simultaneously by the customer;

o creates and enhances an asset that the customer controls as the Group performs;
or

o 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.

If control of the goods and services transfers over time, revenue is recognized over the
period of the contract by reference to the progress towards complete satisfaction of that
performance obligation. Otherwise, revenue is recognized at a point in time when the
customer obtains control of the goods and services.

When either party to a contract has performed, the Group presents the contract in the
statement of financial position as a contract asset or a contract liability, depending on the
relationship between the entity’s performance and the customer’s payment.

A contract asset is the Group’s right to consideration in exchange for goods and services
that the Group has transferred to a customer. A receivable is recorded when the Group
has an unconditional right to consideration. A right to consideration is unconditional if only
the passage of time is required before payment of that consideration is due.

If a customer pays consideration or the Group has a right to an amount of consideration
that is unconditional, before the Group transfers a good or service to the customer, the
Group presents the contract liability when the payment is made or a receivable is recorded
(whichever is earlier). A contract liability is 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.26 Revenue recognition (Continued)
The accounting policy for the Group’s principal revenue sources are shown as below.
(a) Sales of goods

The Group produces an extensive range of semi-trailers and truck bodies, and sells
them to customers at different locations.

Revenue from the sales of goods directly to customers, is recognized at a point
in time when control of the goods has been transferred, being when the products
are delivered to customers. The customers have full discretion over the products,
and there is no unfulfilled obligation that could affect the customers’ acceptance of
the products. Delivery occurs when the products have been shipped to the specific
location, the risks of obsolescence and loss have been transferred to the customers,
and either the customers has accepted the products in accordance with the sales
contract, the acceptance provisions have lapsed, or the Group has objective
evidence that all criteria for acceptance have been satisfied.

The vehicles are often sold to distributors with rebates based on aggregate sales
over a 12 months period. Revenue from these sales is recognized based on the price
specified in the contract, net of the estimated rebates. Accumulated experience is
used to estimate and provide for the discounts, using the expected value method,
and revenue is only recognized to the extent that it is highly probable that a
significant reversal will not occur. A refund liability (included in trade and other
payables) is recognized for expected rebates payable to customers in relation to
sales made until the end of the reporting period.

A receivable is recognized when the goods are delivered to customers and
customers accept the products as this is the point in time that the consideration is
unconditional because only the passage of time is required before the payment is
due.

The Group recognize the sales commission of obtaining a contract as an expense
as incurred by using the practical expedient as the amortization period of the asset
related to sales commission that the Group would have recognized is generally one
year or less.

Shipping costs incurred directly attributable to fulfill a contract, if recoverable, are
capitalized and recorded in contract costs. Contract costs related to shipping are
usually recognized in cost of sales at same time of revenue recognition with control
of goods transferred to customers.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.26 Revenue recognition (Continued)
(a) Sales of goods (Continued)

The Group provides after-sales repair warranty to customers who purchased
transport vehicles. The Group, in accordance with contracts, undertakes warranty
responsibilities for these transport vehicles in the event of any non-accidental
breakdown or quality problems from 6 months to 5 years after sales. Provision for
product warranties is made based on the Group’s estimated obligation for such
warranties in respect of products sold.

The payment term are stipulated in relevant contracts. The Group’s trading term with
its customers are normally on cash or credit. The credit period offered by the Group
ranges from 30 days to 180 days after the Group delivers the goods and accepted
by customers. The Group may require deposits or advance payments according to
their credit position.

(b) Rendering of services

The Group mainly provides vehicle related repairing and replacement service and
vehicle related consulting service. Revenue from rendering of services is measured
at the fair value of the consideration received or receivable under the contract or
agreement.

Revenue for rendering of vehicle related repairing and replacement service and
vehicle related consulting service is recognized over time when the customer
simultaneously receives and consumes the benefits provided by the entity’s
performance as the entity performs. Services fee are received mainly on cash upon
completion of service.

2.27 Government grants

Grants from government are recognized at their fair value where there is a reasonable
assurance that the grants/subsidies will be received and the Group will comply with all
attached conditions.

Government grants relating to income are deferred and recognized in the consolidated
income statement over the period necessary to match them with the expenses that they
are intended to compensate.

Government grants relating to the purchase of property, plant and equipment, and other
non-current assets are included in non-current liabilities as deferred income and are
credited to consolidated income statement on a straight-line basis over the expected lives
of the related assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.28 Leases

Leases are recognized as a right-of-use asset and a corresponding liability at the date at
which the leased asset is available for use by the Group.

Contracts may contain both lease and non-lease components. The Group allocates the
consideration in the contract to the lease and non-lease components based on their relative
stand-alone prices. However, for leases of real estate for which the Group is a lessee, it
has elected not to separate lease and non-lease components and instead accounts for
these as a single lease component.

Assets and liabilities arising from a lease are initially measured on a present value basis.
Lease liabilities include the net present value of the following lease payments:

U fixed payments (including in-substance fixed payments), less any lease incentives
receivable
° variable lease payment that are based on an index or a rate, initially measured using

the index or rate as at the commencement date
o amounts expected to be payable by the Group under residual value guarantees

. the exercise price of a purchase option if the Group is reasonably certain to exercise
that option, and

o payments of penalties for terminating the lease, if the lease term reflects the Group
exercising that option.

Lease payments to be made under reasonably certain extension options are also included
in the measurement of the liability.

The lease payments are discounted using the interest rate implicit in the lease. If that rate
cannot be readily determined, which is generally the case for leases in the Group, the
lessee’s incremental borrowing rate is used, being the rate that the individual lessee would
have to pay to borrow the funds necessary to obtain an asset of similar value to the right-
of-use asset in a similar economic environment with similar terms, security and conditions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.28 Leases (Continued)
To determine the incremental borrowing rate, the Group:

o where possible, uses recent third-party financing received by the individual lessee
as a starting point, adjusted to reflect changes in financing conditions since third
party financing was received

o uses a build-up approach that starts with a risk-free interest rate adjusted for
credit risk for leases held by the Company, which does not have recent third party
financing, and

o makes adjustments specific to the lease, eg term, country, currency and security.

The Group is exposed to potential future increases in variable lease payments based on
an index or rate, which are not included in the lease liability until they take effect. When
adjustments to lease payments based on an index or rate take effect, the lease liability is
reassessed and adjusted against the right-of-use asset.

Lease payments are allocated between principal and finance cost. The finance cost is
charged to profit or loss over the lease period so as to produce a constant periodic rate
of interest on the remaining balance of the liability for each period.
Right-of-use assets are measured at cost comprising the following:

o the amount of the initial measurement of lease liability

o any lease payments made at or before the commencement date less any lease
incentives received

o any initial direct costs, and
U restoration costs.

Right-of-use assets are generally depreciated over the shorter of the asset’s useful life
and the lease term on a straight-line basis. If the Group is reasonably certain to exercise
a purchase option, the right-of-use asset is depreciated over the underlying asset’s useful
life. While the Group revalues its land and buildings that are presented within property,
plant and equipment, it has chosen not to do so for the right-of-use buildings held by the
Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.28 Leases (Continued)

Payments associated with short-term leases of equipment and vehicles and all leases of
low-value assets are recognized on a straight-line basis as an expense in profit or loss.
Short-term leases are leases with a lease term of 12 months or less. Low-value assets
comprise IT equipment and small items of office furniture.

Lease income from operating leases where the Group is a lessor is recognized in income on
a straight-line basis over the lease term. Initial direct costs incurred in obtaining an operating
lease are added to the carrying amount of the underlying asset and recognized as expense over
the lease term on the same basis as lease income. The respective leased assets are included
in the balance sheet based on their nature. The Group did not need to make any adjustments
to the accounting for assets held as lessor as a result of adopting the new leasing standard.

2.29 Dividend Distribution
Dividends distribution to the Company’s shareholders is recognized as a liability in the
Group’s and the Company’s financial information in the period in which the dividends are
approved by the Company’s shareholders or directors, where appropriate.

2.30 Interest income
Interest income is recognized using the effective interest method.

2.31 Dividend income
Dividends are recognized as revenue when the right to receive payment is established.

2.32 Financial guarantee contracts

Financial guarantee contacts are recognized as a financial liability at the time the guarantee
is issued. The liability is initially measured at fair value and subsequently at the higher of:

o The amount determined in accordance with the expected credit loss model under
IFRS 9, “Financial Instruments”; and

o The amount initially recognized less, where appropriate, the cumulative amount
of income recognized in accordance with the principles of IFRS 15 Revenue from
Contracts with Customers.

The fair value of financial guarantees is determined based on the present value of the
difference in cash flows between the contractual payments required under the debt
instrument and the payments that would be required without the guarantee, or the
estimated amount that would be payable to a third party for assuming the obligations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
2.33 Earnings per share
(a) Basic earnings per share
Basic earnings per share is calculated by dividing:

o the profit attributable to owners of the Company, excluding any costs of
servicing equity other than ordinary shares; and

o by the weighted average number of ordinary shares outstanding during the
financial year, adjusted for bonus elements in ordinary shares issued during
the year and excluding treasury shares.

(b) Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic
earnings per share to take into account:

o the after-income tax effect of interest and other financing costs associated
with dilutive potential ordinary shares, and

o the weighted average number of additional ordinary shares that would have
been outstanding assuming the conversion of all dilutive potential ordinary
shares.

3 FINANCIAL RISK MANAGEMENT
The Group’s activities expose it to a variety of financial risks: market risk (including foreign
exchange risk, cash flow and fair value interest rate risk), credit risk and liquidity risk. The Group’s

overall risk management program focuses on the unpredictability of financial markets and seeks
to minimize potential adverse effects on the Group’s financial performance
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT (Continued)

3.1

Financial risk factors

(a) Market risk

(i)

Foreign exchange risk

Foreign exchange risk arises when future commercial transactions or
recognized assets and liabilities are denominated in a currency that is not the
Group entities’ functional currency. The Group manages its foreign exchange
risk by performing regular reviews of the Group’s net foreign exchange
exposures and minimizes these exposures through entering into forward and
swap foreign exchange contracts.

The Group’s exposure to foreign currency risk at the end of the reporting
period, expressed in RMB, was as follows:

Assets As of December 31, 2020
United Hong Great
States Kong Britain  Japanese
Dollars Euro Dollars Pound Yen
(“‘USD”)  (“EUR")  (“HKD”) (“GBP)  (“JPY?) Others Total
RMB000  RMB000  RMB000  RMB000  RMB000  RMB000  RMB 000
Cash and cash equivalents 235,550 23,667 140,587 16,806 8,042 54,210 478,862
Trade receivables 279,429 4,364 29 38 11,818 - 295,678
Other receivables 5117 - - - - 293 5,410
Financial assets at fair value
through profit or loss - - 136,785 - - - 136,785
Total 520,096 28,031 277,401 16,844 19,860 54503 916,735
Liabilities As of December 31, 2020
usb EUR HKD GBP JPY Others Total
RIB000  RMB000  RMB000 RMB000 RMB000 RMB000  RMB000
Borrowings 13,050 73,429 - 365,569 - - 452,048
Trade payables 44,971 1,191 189 533 46 71 47,001
Other payables 48,567 24,199 - - - 630 73,396
Total 106,588 98,819 189 366,102 46 701 572,445
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(a) Market risk (Continued)

() Foreign exchange risk (Continued)

The Group’s exposure to foreign currency risk at the end of the reporting
period, expressed in RMB, was as follows:

Assets As of December 31, 2019
United Great
States Hong Kong Britain ~ Japanese
Dollars Euro Dollars Pound Yen
(‘USD’)  (‘EUR)  (*HKD") (GBP) (‘UPY") Others Total
RMBO00O  RMBOOO  RMBOOO  RMBUOO  RMBU0O  RMBUO0O  RMBOOO
Cash and cash equivalents 123,180 19,173 1,455,541 1,215 28,323 256 1,627,688
Trade receivables 200,936 11,404 260 3 - - 212,603
Other receivables 8,684 - - - - 12,894 21,578
Financial assets at fair value
through profit or loss - - 135,149 - - - 135,149
Total 332,800 30,577 1,590,950 1,218 28,323 13,150 1,997,018
Liabilities As of December 31, 2019
usb EUR HKD GBP JPY Others Total
RMBOOO  RMBOOO — RMBUOO  RMBOOO — RMBUOO  RMBU0O  RMB000
Borrowings 155,918 55,881 - 328489 = 5031 545319
Trade payables 89,923 3,825 200 8 1,049 - 95005
Other payables 70,803 23,073 > = = 629 94,505
Total 316,644 82,779 200 328,497 1,049 5660 734,829
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT (Continued)
3.1 Financial risk factors (Continued)
(a) Market risk (Continued)
() Foreign exchange risk (Continued)

The following table shows the sensitivity analysis of a 2.5% change in RMB
against the relevant foreign currencies. The sensitivity analysis includes only
foreign currency denominated monetary items and adjusts their translation
at the year-end for a 2.5% change in foreign currency rates. Should RMB
strengthened/weakened by 2.5% against the relevant currencies, the effect
on post-tax profit during the year ended December 31, 2020 and 2019 would
be as follows:

Change of post-tax profit
(decrease)/increase
Year ended December 31,

2020 2019
RMB’000 RMB’000
RMB against USD:
Strengthened by 2.5% (8,718) (845)
Weakened by 2.5% 8,718 345
RMB against EUR:
Strengthened by 2.5% 1,344 989
Weakened by 2.5% (1,344) (989)
RMB against HKD:
Strengthened by 2.5% (5,197) (29,833)
Weakened by 2.5% 5,197 29,833
RMB against GBP:
Strengthened by 2.5% 6,536 6,136
Weakened by 2.5% (6,536) (6,136)
RMB against JPY:
Strengthened by 2.5% (421) (580)
Weakened by 2.5% 421 580
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT (Continued)
3.1 Financial risk factors (Continued)
(a) Market risk (Continued)
(i) Interest rate risk

The Group’s interest rate risk primarily arises from interest-bearing bank
deposits, loans to related parties and borrowings with floating and fixed
rates. Those carried at floating rates expose the Group to cash flow interest
rate risk whereas those carried at fixed rates expose the Group to fair value
interest rate risk.

Borrowings obtained at variable rates expose the Group to cash flow interest
rate risk which is partially offset by cash held at variable rates. The Group
closely monitors trend of interest rate and its impact on the Group’s interest
rate risk exposure. The Group currently has used interest rate and currency
swap arrangements to mitigate floating investment rate exposure from long-
term borrowing.

The Group’s interest rate profile as monitored by management is set out as
below.

Year ended December 31,

2020 2019
RMB’000 RMB’000

Financial instruments with floating rate
Financial assets 4,537,414 4,069,941
Financial liabilities (964,756) (1,115,311)

3,572,658 2,954,630

Financial instruments with fixed rate
Financial liabilities (446,709) (662,672)

If the interest rates of financial instruments with floating rate had been 50
basis points higher/lower and all other variables were held constant, the post-
tax profit for the year ended December 31, 2020 would have been higher/
lower by RMB14,097,000 (December 31, 2019: RMB11,649,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT (Continued)
3.1 Financial risk factors (Continued)
(b) Credit risk

The Group is exposed to credit risk in relation to its cash and cash equivalents,
restricted cash, trade and bill receivables, other receivables, fair value through other
comprehensive income(FVOCI), fair value through profit or loss(FVPL) and financial
guarantee contracts issued. Except for financial guarantee contracts, the carrying
amounts of each class of the above financial instruments represent the Group’s
maximum exposure to credit risk in relation to these financial instruments.

Credit risk of cash and cash equivalents and restricted cash

To manage risk arising from cash and cash equivalents and restricted cash, the
Group only transacts with state-owned or reputable financial institutions in the PRC
and reputable international financial institutions outside of the PRC. The expected
credit loss is close to zero.

Credit risk of trade receivables

To manage risk arising from trade receivables, the Group has monitoring procedures
to ensure that follow-up action is taken to recover overdue debts. In addition,
the Group reviews regularly the recoverability of these receivables at the end of
each reporting period to ensure that adequate impairment losses are made for
irrecoverable amounts. The Group has no significant concentrations of credit risk,
with exposure spread over a large number of counterparties and customers.

The Group applies the simplified approach to provide for expected credit losses
prescribed by IFRS 9, which permits the use of the lifetime expected loss provision
for all trade receivables. The Group overall considers the shared credit risk
characteristics and the days past due of each type of the trade receivables to
measure the expected credit losses.

The expected loss rates are based on the payment profiles of sales over a period of
24 month before December 31, 2020 and the corresponding historical credit losses
experienced within this period. The historical loss rates are adjusted to reflect current
and forward-looking information on macroeconomic factors affecting the ability of
the customers to settle the receivables. The Group has identified the GDP growth
rates and inflation rates of the countries in which it sells its goods and services to
be the most relevant factors, and accordingly adjusts the historical loss rates based
on expected changes in these factors.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT (Continued)
3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)
Credit risk of trade receivables (Continued)

During the year ended December 31, 2020 and 2019, the expected credit losses
rate of trade receivables from third parties are determined as follows:

Uptolyear 1to2year 2to3year Over3year

December 31, 2020 Current past due past due past due past due
Expected loss rate 3% 5% 17% 65% 92%
Gross carrying amount 2,138,980 714,825 43,797 9,690 50,358
Loss allowance 58,236 33,998 7,562 6,266 46,438

Up to 1 year 1to2year  2to3year Over3year

December 31, 2019 Current past due past due past due past due
Expected loss rate 2% 4% 16% 57% 88%
Gross carrying amount 1,576,749 739,866 25,733 17,441 52,562
Loss allowance 30,743 30,280 4,239 9,973 46,383

Credit risk of bill receivables

Bill receivables mainly represent bank acceptance bills. The maturity of these bills
usually is 3 months or 6 months. These bills are mainly issued by state-owned or
reputable financial institutions in the PRC. The expected credit loss is close to zero.

Credit risk of other receivables and financial guarantee contracts
Other receivables are mainly rental and other deposits, disbursement of vehicle
mortgage loans, refundable tax and receivables from staffs and third parties. The

Group arranges bank financing for certain purchasers of the Group’s vehicles and
provides guarantees to secure obligations of such purchasers for repayments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT (Continued)
3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)
Credit risk of other receivables and financial guarantee contracts (Continued)

The Group considers the probability of default upon initial recognition of assets or
issue of the financial guarantee contracts and whether there has been a significant
increase in credit risk on an ongoing basis throughout each reporting period. To
assess whether there is a significant increase in credit risk, the Group compares the
risk of a default occurring on the asset as of the reporting date with the risk of default
as of the date of initial recognition. It considers available reasonable and supportive
forwarding-looking information. Especially the following indicators are incorporated:

o actual or expected significant adverse changes in business, financial or
economic conditions that are expected to cause a significant change to the
counterparty’s ability to meet its obligations;

o actual or expected significant changes in the operating results of the debtor/
customer;

o significant increases in credit risk on other financial instruments of the same
customer;

o significant changes in the expected performance and behavior of the

customer, including changes in the payment status of customer in the Group
and changes in the operating results of the customer.

Regardless of the analysis above, a significant increase in credit risk is presumed if
a debtor is more than 30 days past due in making a contractual payment/repayable
demanded. A default is when the counterparty fails to make contractual payments/
repayable demanded within 60 days of when they fail due.

As of December 31, 2020 and 2019, rental and other deposits, refundable tax and
loans to related parties are considered to have low credit risk. Thus they were
categorized in stage 1, and the impairment provision recognized during the years
was limited to 12 months expected losses. Management considered these financial
assets to be low credit risk when they have a low risk of default and the issuer has
a strong capacity to meet its contractual cash flow obligations in the near term. The
Group has assessed that the 12 months expected credit losses for these receivables
are not material, and thus, no loss allowance provision was recognized during the
year ended December 31, 2020 and 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT (Continued)
3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)
Credit risk of other receivables and financial guarantee contracts (Continued)

Expected credit loss for the financial guarantee contracts has been taken into
account the Group’s recent claim experience and supportive forwarding-looking
information. If a customer defaults on the payment of its mortgage loan during
the guarantee period, the bank holding the guarantee may demand the Group to
repay the outstanding principal of the loan and any interest accrued thereon. As of
December 31, 2020 and 2019, certain customers failed for repayment. The Group
had to repay the principals and interests of the loans to the banks on behalf of these
customers (referred to as “disbursements of vehicle mortgage loans”). The Group
made provision for these receivables (“Underperforming receivables”).

Basis for
recognition Estimated Carrying amount
of expected gross amount (net of impairment
credit loss at default as of provision) as of
Other receivables provision December 31, December 31,
2020 2019 2020 2019
RMB’000 RMB'000  RMB’000 RMB'000
Underperforming Life time
receivables expected
losses 27,673 48,460 8,334 11,635
Performing receivables 12 months
— other receivables from expected
staff and third parties losses
and others 100,437 127,679 96,194 123,947

128,110 176,139 104,528 135,582

Write-off policy

The Group writes off trade and other receivables, in whole or in part, when it was
exhausted all practical recovery efforts and has concluded there is no reasonable
expectation of recovery. Indicators that there is no reasonable expectation of
recovery include bankrupt, termination or the expected cost significantly greater
than the carrying amount of account receivable. The Group may write off trade
receivables that are still subject to enforcement activity. Where recoveries are made,
these are recognized in consolidated income statement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(c)

Liquidity risk

The Group aims to maintain sufficient cash and cash equivalent. Due to the dynamic
nature of the underlying businesses, the Group’s finance department maintains
flexibility in funding by maintaining adequate cash and cash equivalents.

The table below analyzes the Group’s financial liabilities into relevant maturity
grouping based on the remaining period at the end of each reporting period to the
contractual maturity date. The amounts disclosed in the table are the contractual

undiscounted cash flows.

Between Between
Less than 1 and 2 2and 5 Over
1 year years years 5 years Total
RMB 000 RMB’000 RMB 000 RMB 000 RMB'000
As of December 31, 2020
Borrowings 870,735 14,041 426,805 - 1,311,581
Derivative financial instruments 114 - - - 114
Trade and bill payables 4,344,002 - - - 4,344,002
Lease liabilities 31,339 27,023 60,098 104,200 222,660
Other payables and accruals 861,009 - - - 861,009
Financial guarantee
contracts issued 305,107 1,159,238 823,983 - 2,288,328
Total 6,412,306 1,200,302 1,310,886 104,200 9,027,694
As of December 31, 2019
Borrowings 1,637,254 93,124 - - 1,730,378
Trade and bill payables 3,617,559 - - - 3,617,559
Lease liabilities 28,349 13,609 86,581 - 128,539
Other payables and accruals 739,661 - - - 739,661
Financial guarantee
contracts issued 230,303 706,400 849,323 - 1,786,026
Total 6,253,126 813,133 935,904 - 8,002,163
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT (Continued)
3.2 Capital management
The Group’s objectives when managing capital are to safeguard the Group’s ability to
continue as a going concern in order to provide returns for the shareholders and benefits
for other stakeholders and to maintain an optimal capital structure to reduce the cost of

capital.

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

The Group monitors capital on basis of debt-asset ratio. This ratio is calculated as total
liabilities divided by total assets.

As of December 31,

2020 2019

RMB’000 RMB’000

Total liabilities 9,376,460 8,460,410
Total assets 19,825,160 18,681,084
Debt-asset ratio 47% 45%

3.3 Fair value estimation

The table below analyzes the Group’s financial instruments carried at fair value as of each
balance sheet date, by level of the inputs to valuation techniques used to measure fair
value. Such inputs are categorized into three levels within a fair value hierarchy as follows:

o Quoted prices (unadjusted) in active markets for identical assets or liabilities
(level 1);
o Inputs other than quoted prices included within level 1 that are observable for the

asset or liability, either directly (that is, as prices) or indirectly (that is, derived from
prices) (level 2); and

. Inputs for the asset or liability that are not based on observable market data (that
is, unobservable inputs) (level 3).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT (Continued)

3.3

Fair value estimation (Continued)

The following table presents the Group’s assets and liabilities that are measured at fair
value as of December 31, 2020 and 2019.

As of December 31, 2020 Level 1 Level 2 Level 3 Total
RMB’ 000 RMB’ 000 RMB’ 000 RMB’000

Assets:
Derivative financial instruments - 619 - 619
Financial assets at fair value

through profit or loss - - 136,785 136,785

Financial assets at fair value
through other comprehensive
income - - 856,221 856,221

- 619 993,006 993,625

As of December 31, 2020 Level 1 Level 2 Level 3 Total
RMB’000 RMB’000 RMB’000 RMB’000

Liabilities:
Derivative financial instruments - 114 - 114

As of December 31, 2019 Level 1 Level 2 Level 3 Total
RMB’'000 RMB’'000 RMB’000 RMB’000

Assets:
Derivative financial instruments - 778 - 778
Financial assets at fair value

through profit or loss - 80,107 135,148 215,255

Financial assets at fair value
through other comprehensive
income - - 1,059,722 1,059,722

= 80,885 1,194,870 1,275,755
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT (Continued)
3.3 Fair value estimation (Continued)
(a) Financial instruments in level 2
The fair value of financial instruments that are not traded in an active market is
determined by using valuation techniques. These valuation techniques maximize the
use of observable market data where it is available and rely as little as possible on
entity specific estimates. If all significant inputs required to fair value an instrument
are observable, the instrument is included in level 2.

(b) Financial instruments in level 3

If one or more of the significant inputs is not based on observable market data, the
instrument is included in level 3.

Specific valuation techniques used to value financial instruments include:
U The use of quoted market prices or dealer quotes for similar instruments;

o The discounted cash flow model and unobservable inputs mainly including
assumptions of expected future cash flows and discount rate; and

U A combination of observable and unobservable inputs, including risk-free rate,
expected volatility, discount rate for lack of marketability, market multiples,
etc.

The Group has a team that manages the valuation of level 3 instruments for financial
reporting purposes. The team manages the valuation exercise of the financial
instruments on a case by case basis. At least once every year, the team would use
valuation techniques to determine the fair value of the Group’s level 3 instruments.
External valuation experts will be involved when necessary.

The valuation of the level 3 instruments mainly included financial assets at fair value
through profit or loss, financial assets at fair value through other comprehensive
income and derivative financial instruments. As these instruments are not traded in
an active market, their fair values have been determined by using various applicable
valuation techniques, including discounted cash flows and cost approach etc.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT (Continued)
3.3 Fair value estimation (Continued)
(c) Financial asset at fair value through profit or loss

The following table summarizes the quantitative information about the significant
unobservable inputs used in recurring level 3 fair value measurements.

Range of

Fair value unobservable

as of inputs as of

December 31, Valuation Unobservable December 31,

2020 techniques inputs 2020

Financial asset at 136,785 Discounted Expected 5.58%
fair value through cash flow using  rate of return

profit or loss the expected

rate of return

The relationship between unobservable input and fair value:

o The higher the expected rate of return, the higher the fair value

The following table presents the changes in level 3 instruments of financial asset at
fair value through profit or loss for the year ended December 31, 2020 and 2019.

Year ended December 31,

2020 2019

RMB’000 RMB’000

At the beginning of the year 135,148 =
Addition - 116,451
Changes in fair value 10,981 18,471
Currency translation differences (9,344) 226
At the end of the year 136,785 135,148
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT (Continued)
3.3 Fair value estimation (Continued)
(d) Investment properties
The details of investment properties carried at fair value are set out in Note 16.

During the year ended December 31, 2020 and 2019, there is no transfer between
level 2 and 3 of fair value hierarchy classification.

The carrying amount of the Group’s financial assets, including cash and cash
equivalents, restricted cash, trade and bill receivables, other receivables and the
Group’s financial liabilities, including borrowings, trade and bill payables, other
payables and other current liabilities, approximate their fair values.

4 CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

Estimates and judgments are continually evaluated. They are based on historical experience
and other factors, including expectations of future events that may have a financial impact on
the entity and that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are addressed below.

(a) Expected credit loss for receivables

The impairment provisions for trade receivables and other receivables are based on
assumptions about the expected loss rates. The Group uses judgment in making these
assumptions and selecting the inputs to the impairment calculation, based on the Group’s
history, existing market conditions as well as forward looking estimates at the end of each
reporting period. For details of the key assumptions and inputs used, see Note 3.1(b), Note
23 and Note 24. Changes in these assumptions and estimates could materially affect the
result of the assessment and it may be necessary to make additional impairment charge
to the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4 CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (Continued)
(b) Impairment of goodwill

Goodwill is tested for impairment annually in accordance with the accounting policy stated
in Note 2.11.

The recoverable amount is the greater of the fair value less costs of disposal and the value
in use. It is difficult to precisely estimate fair value because quoted market prices for these
assets may not be readily available. In determining the value in use, expected cash flows
generated by the asset are discounted to their present value, which requires significant
judgement. The details of the calculation and estimates used and the sensitivity analysis
of the estimates are set out in Note 18(a).

(c) Impairment for inventories

The Group assesses periodically if cost of inventories may not be recoverable based
on an assessment of the net realizable value of inventories. Allowances are applied to
inventories where events or changes in circumstances indicate that the net realizable value
is lower than the cost of inventories. The identification of obsolete inventories requires
the use of judgment and estimates on the conditions and usefulness of the inventories,
the net realizable value has been determined based on the contracted selling price to be
recognized upon the completion of the contract costs less all estimated remaining costs to
completion and costs necessary to provide the service. Where the expectation is different
from the original estimate, such difference will impact the carrying value of the inventories
in the year in which such estimate changes.

(d) Estimation of fair value of investment properties
The Group recognized the fair value of the investment properties based on the valuation
assessed by the independent professional valuer or management by using valuation

techniques. To assess the fair value of investment properties, as stated in Note 16, several
significant judgments and assumptions are used.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4 CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (Continued)
(e) Income taxes and deferred taxations

The Group is subject to income taxes in the PRC and other jurisdictions. Judgment is
required in determining the provision for income taxes in each of these jurisdictions.
There are transactions and calculations during the ordinary course of business for which
the ultimate tax determination is uncertain. Where the final tax outcome of these matters
is different from the amounts that were initially recorded, such differences will impact the
income tax and deferred income tax provisions in the period in which such determination
is made.

Deferred income tax assets relating to certain temporary differences and tax losses are
recognized when management consider it is probable that future taxable profits will be
available against which the temporary differences or tax losses can be utilized. When
the expectation is different from the original estimate, such differences will impact the
recognition of deferred income tax assets and taxation charges in the period in which
such estimate is changed.

(f) Product warranties

As described in Note 2.25, the Group makes provisions under the warranties it gives on the
sales of its transport vehicles to consumers based on the recent claim experience. Because
it is possible that the recent claim experience may not be indicative of future claims that
the Group will receive in respect of past sales, a considerable level of management’s
judgment is required and exercised to estimate the provision. Any increase or decrease
in the provision will affect profit or loss in future years.

(g) Expected credit loss of financial guarantee contracts for vehicle mortgage loans

According to the requirements in the financial guarantee contracts related to the financial
guarantee services provided to the customers, the Group, as the financial guarantor,
shall fulfill obligation or take responsibility as agreed if the debtor fails to fulfill obligation,
which is subsequently measured at the higher of the amount initially recognized less
expected credit loss and the amount, where appropriate, the cumulative amount of income
recognized in accordance with the principles of IFRS 15. The provision for financial
guarantee contracts is base on an assumption about the expected losses. The Group
uses judgment in making these assumptions and selecting the inputs to the provision
calculation, based on the Group’s history, existing market conditions as well as forward
looking estimates at the end of each reporting period. Changes in these assumptions and
estimates could materially affect the result of the assessment and it may be necessary to
make additional impairment charge to the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEGMENT INFORMATION

The Group’s business activities, for which discrete consolidated financial statements are
available, are regularly reviewed and evaluated by the CODM. The Group’s CODM has been
identified as the CEO. Due to the similar economic characteristics of the production and sales
of special vehicles and the similarity in the nature of products, the customer type, the way of
selling products or providing services, and the influence of laws and administrative regulations,
the Group is regarded as an operating segment. Therefore, there is no reportable segment

information for the Group.

The information of the Group by region is as follows:

Year ended December 31, 2020

North Other

China America Europe regions Total

RMB’000 RMB’000 RMB’000 RMB 000 RMB 000

Sales of vehicles 18,085,108 3,692,053 1,482,786 958,180 24,218,127

Sales of parts and components 686,732 638,196 319,282 10,307 1,654,517

Other revenue 229,884 - 114,116 30,512 374,512

Revenue in total 19,001,724 4,330,249 1,916,184 998,999 26,247,156

Cost of sales of vehicles (16,166,702)  (3,200,916)  (1,370,261) (825,157) (21,563,036)
Cost of sales of parts and

components (593,298) (574,502) (245,423) (6,261)  (1,419,484)

Cost of other revenue (92,509) - (91,230) (20,352) (204,091)

Cost in total (16,852,509)  (3,775,418)  (1,706,914) (851,770) (23,186,611)

Gross profit 2,149,215 554,831 209,270 147,229 3,060,545
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5 SEGMENT INFORMATION (Continued)
The information of the Group by region is as follows (continued):

Year ended December 31, 2019

North
China America Europe Other regions Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB000

Sales of vehicles 12,954,643 5,152,966 2,034,993 1,256,686 21,399,288
Sales of parts and components 582,254 608,500 295,903 14,563 1,501,220
Other revenue 185,311 - 126,073 8,314 319,698
Revenue in total 13,722,208 5,761,466 2,456,969 1,279,563 23,220,206
Cost of sales of vehicles (11,481,799)  (4,435,986)  (1,848,715)  (1,048,278) (18,814,778)
Cost of sales of parts and

components (473,388) (553,540) (225,824) (11,649)  (1,264,401)
Cost of other revenue (55,620) - (97,659) (2,979) (156,258)
Cost in total (12,010,807)  (4,989,526)  (2,172,198)  (1,062,906) (20,235,437)
Gross profit 1,711,401 771,940 284,771 216,657 2,984,769

Gross profit reconciles to profit for the year as follows:

Year ended December 31,

2020 2019
RMB’000 RMB’000
Gross profit 3,060,545 2,984,769
Selling and distribution expenses (665,769) (596,778)
Administrative expenses (1,253,876) (1,300,427)
Net impairment (losses)/gains on financial assets and
financial guarantee contracts (59,352) 1,181
Other income 445,615 367,747
Other (losses)/gains — net (9,465) 129,383
Financial costs — net (13,413) (28,169)
Share of net profit of associates and joint ventures 13,416 13,037
Income tax expense (248,354) (244,282)
Profit for the year 1,269,347 1,326,461

During the year ended December 31, 2020 and 2019, there was no revenue derived from a single
external customer accounting for 10% or more of the Group’s revenue.
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REVENUE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(a) Disaggregation of revenue

The Group derives revenue from the transfer of goods and services over time and at a
point in time in the following major product lines:

Year ended December 31,

2020 2019
RMB’000 RMB’000

Revenue from contracts with customers:
Sales of vehicles 24,218,127 21,399,288
Sales of parts and components 1,654,517 1,501,220
Other revenue 253,497 249,160
26,126,141 23,149,668
Recognized at a point in time 25,960,090 22,997,030
Recognized over time 166,051 152,638

Revenue from other sources:

Rental income 121,015 70,538
26,247,156 23,220,206

(b) Assets and liabilities related to contracts with customers

As of December 31,

2020 2019
RMB’000 RMB’000

Current costs recognized for costs incurred
to fulfill a contract — sales of vehicles (i) 1,000 10,668
Contract liabilities — sales of vehicles 767,577 524,557

(i)

Shipping costs incurred directly attributable to executing a sales contract, if
recoverable, are capitalized and recorded in contract costs. Contract costs related
to shipping are usually recognized in cost of sales at the same time of revenue
recognition with control of goods transferred to customers.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

6 REVENUE (Continued)
(c) Revenue recognized in relation to contract liabilities

The following table shows the amount of the revenue recognized in the current reporting
period relates to carried-forward contract liabilities.

Year ended December 31,

2020 2019
RMB’000 RMB’000

Revenue recognized that was included in the contract
liabilities balance at the beginning of the year 524,557 586,801

As permitted under IFRS 15, the transaction price allocated to these unsatisfied contracts is
not disclosed, because the contracts have an original expected duration of one year or less.

7 OTHER INCOME

Year ended December 31,

2020 2019

RMB’000 RMB’000

Government grants 242,481 238,431
Sales of scraps 126,673 98,837
Value-added services (a) 4,351 21,764
Others 72,110 8,715
445,615 367,747

(a) Value-added services mainly represent procurement services of product insurance and other
necessary certifications.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

OTHER (LOSSES)/GAINS — NET

Year ended December 31,

2020 2019
RMB’000 RMB’000
Fair value gains on investment properties (Note 16) 3,060 231
Fair value gains on financial assets/liabilities at fair value
through profit or loss and derivative financial instruments 9,957 18,843
Net foreign exchange (losses)/gains (112,811) 45,624
Net gains/(losses) on disposal of subsidiaries 7,938 (9,571)
Net (losses)/gains on disposal of associates and joint ventures (33) 177
Gains on disposal of property, plant and equipment 9,553 21,472
Losses on disposal of intangible assets - (657)
Gains on disposal of right-of-use for land use rights 44,834 34,582
Write-off of payables 11,869 8,607
Gains/(losses) on disposal of financial assets/liabilities
at fair value through profit or loss and derivative
financial instruments 4,598 (409)
Penalty income 6,610 7,441
Others 4,960 3,043
(9,465) 129,383
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EXPENSES BY NATURE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Year ended December 31,

2020 2019
Note RMB’000 RMB’000
Changes in inventories (94,965) (2583,548)
Raw materials and consumables used 20,698,290 18,439,036
Employee benefits expenses 10 2,313,914 1,934,813
Depreciation of property, plant and equipment 15 337,762 303,655
Amortization of right-of-use for land use rights 17 18,606 21,364
Impairment of goodwill 18 4,752 =
Amortization of right-of-use assets 17 29,331 23,873
Amortization of intangible assets 18 31,826 21,135
Provision for impairment of inventories 22 84,728 22,282
Design and testing fees 114,104 105,378
Shipping and handling expenses 411,634 403,777
Rentals 15,010 37,282
Utilities 183,933 173,465
Processing and repair expenses 286,321 201,804
Auditor’s remuneration
— Audit services 7,201 5,606
— Non-audit services 205 35
Taxes and surcharges 131,851 120,567
Warranty expenses 105,376 79,750
Consultancy and professional service fees 81,936 74,788
Entertainment expenses 55,241 62,304
Traveling expenses 51,682 91,006
Listing expenses - 16,676
Other expenses 237,518 247,594
Total cost of sales, selling and distribution
expenses and administrative expenses 25,106,256 22,132,642
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

10

EMPLOYEE BENEFIT EXPENSES

Year ended December 31,

2020 2019

RMB’000 RMB’000

Wages, salaries and bonuses 2,013,848 1,656,489

Pension costs — defined contribution plans (a) 68,270 101,418
Other social security costs, housing benefits and

other employee benefits 231,796 176,906

2,313,914 1,934,813

(a) Pension costs — defined contribution plans

Employees of the Group companies in the PRC are required to participate in a defined
contribution retirement scheme administered and operated by the local municipal
government. The Group contributes funds which are calculated on fixed percentage of
the employees’ salary (subject to a floor and cap) as set by local municipal governments

to each scheme locally to fund the retirement benefits of the employees.

(b) Directors’, supervisors’ and chief executive’s emoluments

The directors’,supervisors’ and chief executive’s emoluments for the year ended December

31, 2020 are set out below:

Pension costs - defined

contribution plans, other

social security costs,

Discretionary housing benefits, and

Name Fees Salary bonus other employee benefits Total
RMB'000  RMB’000 RMB 000 RMB'000  RMB'000
Directors:

Mr. Li Guiping (i) - 1,560 6,636 55 8,251
Mr. Mai Boliang (iv) - - - - -
Ms. Zeng Beihua (iv) - - - - -
Mr. Wang Yu (iv) - - - - -
Mr. Huang Haicheng (v) - - - - -
Mr. Chen Bo - - - - -
Mr. Feng Jinhua 175 21 - - 196
Mr. Fan Zhaoping 175 21 - - 196
Mr. Cheng Hok Kai (v) 187 23 - - 210

Supervisors:
Mr. Liu Hongging - 156 1,791 49 1,996
Mr. Liu Zhenhuan (iv) - - - - -
Mr. Li Xiaofu - 451 1,072 98 1,621
537 2,232 9,499 202 12,470
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

10 EMPLOYEE BENEFIT EXPENSES (Continued)

(b) Directors’, supervisors’ and chief executive’s emoluments (Continued)

The directors’,supervisors’ and chief executive’s emoluments for the year ended December

31, 2019 are set out below:

Pension costs - defined
contribution plans, other
social security costs,

Discretionary housing benefits, and
Name Fees Salary bonus other employee benefits Total
RMB000  RMB'000 RMB000 RMB000  RMB'000
Directors:

Mr. Li Guiping (iii) - 1,560 7,212 82 8,854
Mr. Mai Boliang (iv) = = = = =
Ms. Zeng Beihua (iv) - - - = =
Mr. Wang Yu (iv) = = = = =
Mr. Liu Dong (vi) = = = = =
Mr. Chen Bo - = = = =
Mr. Feng Jinhua 81 = = = 81
Mr. Fan Zhaoping 81 - - — 81
Mr. Cheng Hok Kai (v) 90 - - - 90

Supervisors:
Mr. Liu Hongging - 156 1,977 59 2,192
Mr. Liu Zhenhuan (iv) = = = = =
Mr. Li Xiaofu - 279 1,230 89 1,598
252 1,995 10,419 230 12,896

(i) Salary paid to a director is generally an emolument paid or receivable in respect of
that person’s other services in connection with the management of the affairs of the
Company or its subsidiaries undertakings.

(i) Discretionary bonus are determined based on the financial performance of the Group

and the performance of each individual.

(iii) ~ Mr. Li Guiping is also the CEO of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

10 EMPLOYEE BENEFIT EXPENSES (Continued)
(b) Directors’, supervisors’ and chief executive’s emoluments (Continued)

(iv)  During the year ended December 31, 2020 and 2019, these directors and supervisor
received emoluments from CIMC Group, the ultimate holding company, in connection
with their services to the Group. No apportionment of such emoluments has been
made as it is considered that it is impracticable to apportion the amounts between
the services to the Group and the services to the ultimate holding company.

(v)  Mr. Huang Haicheng and Mr. Cheng Hok Kai were appointed as the Company’s
non-executive director and independent non-executive director on June 22, 2020
and June 26, 2019 respectively.

(vi)  Mr. Liu Dong resigned from the non-executive director on May 15, 2020.

(c) Benefits and interests of directors

Except for that was disclosed above, there were no other benefits offered to the directors
of the Company.

(d) Directors’ retirement and termination benefits
During the year ended December 31, 2020 and 2019, no retirement benefits were paid to
the directors of the Company by the Group in respect of the director’s services as a director
of the Company and its subsidiaries or other services in connection with the management

of the affairs of the Company or its subsidiaries.

No director’s termination benefit subsisted at the end of the period or at any time during
the year ended December 31, 2020 and 2019.

(e) Consideration provided to third parties for making available directors’ services

No consideration provided to third parties for making available director’s services subsisted
at the end of the period or at any time during the year ended December 31, 2020 and 2019.

(f) Information about loans, quasi-loans and other dealings in favor of directors,
controlled bodies corporate by and connected entities with such directors

No loans, quasi-loans and other dealings in favor of directors, controlled bodies corporate

by and connected entities with such directors subsisted at the end of the year or at any
time during the year ended December 31, 2020 and 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

10 EMPLOYEE BENEFIT EXPENSES (Continued)
(g) Directors’ material interests in transactions, arrangements or contracts

No significant transactions, arrangements and contracts in relation to the Group’s business
to which the Company was a party and in which a director of the Company had a material
interest, whether directly or indirectly, subsisted at the end of the year or at any time during
the year ended December 31, 2020 and 2019.

(h) Five highest paid individuals

The five individuals whose emoluments were the highest in the Group for each of the
years ended December 31, 2020 and 2019 include 1 and 1 director whose emoluments
are reflected in the analysis presented above, respectively. The aggregate amounts of
emoluments for the remaining 4 and 4 individuals for each of the years ended December
31, 2020 and 2019 are as follows:

Year ended December 31,

2020 2019

RMB’000 RMB’000

Salaries, allowances and benefits in kind 6,480 6,653
Bonuses 9,825 13,932
Housing benefits - -
Defined contribution plan 102 326
Other social security costs 45 -
Other employee benefits - 4
16,452 20,915
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10

11

EMPLOYEE BENEFIT EXPENSES (Continued)
(h) Five highest paid individuals (Continued)
The emoluments of those individuals fell within the following bands:

Number of individuals
Year ended December 31,

2020 2019
RMB2,500,000 to RMB3,000,000 1 -
RMB3,000,001 to RMB3,500,000 - 1
RMB3,500,001 to RMB4,000,000 1 -
RMB4,000,001 to RMB4,500,000 - -
RMB4,500,001 to RMB5,000,000 1 1
RMBS5,000,001 to RMB5,500,000 1 1
RMB5,500,001 to RMB6,000,000 - -
RMB6,000,001 to RMB6,500,000 - -~
RMB6,500,001 to RMB7,000,000 - -
RMB7,000,001 to RMB7,500,000 - -~
RMB7,500,001 to RMB8,000,000 - 1

4 4

FINANCE COSTS - NET

Year ended December 31,

2020 2019
RMB’000 RMB’000
Finance costs:
— Interest expense 58,108 128,793
— Interest and finance charges payable for lease liabilities 7,063 4,172
Less:
Amount capitalized - (19)
65,171 132,946
Finance income:
— Interest income (51,758) (104,777)
Finance costs, net 13,413 28,169
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

12 INCOME TAX EXPENSE

The income tax expenses of the Group during each of the years ended December 31, 2020 and
2019 are analyzed as follows:

Year ended December 31,

2020 2019

RMB’000 RMB’000

Current income tax 222,932 233,416
Deferred income tax 25,422 10,866
Income tax expense 248,354 244,282

The tax on the Group’s profit before income tax differs from the theoretical amount that would
arise using the statutory tax rate of 25% in the PRC, being the tax rate applicable to the majority
of consolidated entities as follows:

Year ended December 31,

2020 2019
RMB’000 RMB’000
Profit before income tax 1,517,701 1,570,743
Tax calculated at statutory income tax rate of 25%
in the PRC (a) 379,425 392,686
Tax effects of
— Effect of different tax rates in other jurisdictions (b) (1,469) 3,902
— Preferential income tax rates applicable to subsidiaries (c) (136,403) (130,246)
— Expenses not deductible for tax purposes 9,794 30,960
— Utilization of previously unrecognized tax losses (14,470) (19,546)
— Tax losses for which no deferred income
tax asset was recognized 77,056 17,257
— Temporary differences for which no deferred income
tax asset was recognized 9,034 1,369
— Adjustment on taxation in previous year (38,311) (29,437)
— Effects of change of tax rate 4,323 390
— Research and development expenses bonus deduction (d) (25,011) (19,755)
— Non-taxable income (15,615) (3,298)
Income tax expense 248,354 244,282
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12

INCOME TAX EXPENSE (Continued)
(a) Enterprise income tax in mainland China (“EIT”)

The income tax provision of the Group in respect of its operations in the PRC was
calculated at the tax rate of 25% on the assessable profits for the year ended December
31, 2020 and 2019, based on the existing legislation, interpretations and practices in
respect thereof.

(b) Corporate income tax in other jurisdictions

Some of the Group’s subsidiaries are located in other jurisdictions, including Hong Kong,
United States, Europe, East Asia and South Africa, etc. The respective rates prevailing in
the relevant jurisdiction are ranging from 15% to 30%.

(c) Preferential EIT rate

Certain subsidiaries of the Group in the PRC are approved as “high and new technology
enterprise” and accordingly, they are subject to a reduced preferential corporate income
tax rate of 15% for the year ended December 31, 2020 and 2019.

(d) Research and development expenses bonus deduction

Under the Enterprise Income Tax Law of the PRC and its relevant regulations, 75%
additional tax deduction for qualified research and development expense is allowed in 2019
and 2020, besides 80% additional tax deduction for qualified research and development
expense incurred on a project paid to an external entrusted party (external entities or
personnel) is allowed in 2020 and 2019.
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13 EARNINGS PER SHARE
(a) Basic
The basic earnings per share is calculated by dividing the profit attributable to the owners
of the Company by the weighted average number of ordinary shares issued or deemed to

be issued during the year ended December 31, 2020 and 2019.

Year ended December 31,

2020 2019
Profit attributable to owners of the Company (RMB’000) 1,131,545 1,210,643
Weighted average number of ordinary shares in issue
(thousands of shares) 1,765,000 1,610,417
Earnings per share — Basic (RMB per share) 0.64 0.75
(b) Diluted

Diluted earnings per share is the same as basic earnings per share as there were no
potential diluted ordinary shares outstanding as of December 31, 2020 and 2019.

14  DIVIDENDS

Dividends declared by the Company to the shareholders are as follows:

Year ended December 31,

2020 2019
RMB’000 RMB’000

Dividend payables:
At the beginning of the year - -
Dividend declared 794,250 400,000
Dividend paid (794,250) (400,000)

At the end of the year - =

A final dividend in respect of the year ended December 31, 2019 of RMB794,250,000 has been
proposed by the Board of Directors, approved in the annual general meeting and subsequently
paid in 2020.
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15

PROPERTY, PLANT AND EQUIPMENT

Machinery Electronic
and Motor  and office  Construction
Buildings equipment vehicles equipment  in progress Total
RMB'000  RMB'000  RMB'000  RMB000 RMB'000  RMB'000

Year ended December 31, 2020
Opening net book amount 1,873,731 1,339,634 186,426 150,154 466,125 4,016,070
Currency translation differences (22,183) (9,334) (789) (1,045) (10,571) (43,922)
Additions 139,520 102,619 47,535 62,651 712,205 1,064,530
Business combination - 1,374 199 54 - 1,627
Transfer from construction in progress 86,695 195,460 97,304 27,286 (406,745) -
Transfer to assets held for sale

(Note 27) (40,146) (2,222) - - - (42,368)
Disposals (74,154) (11,956) (12,741) (32,248) (10,346)  (141,445)
Depreciation charge (78,308)  (167,807) (57,908) (33,739) - (337,762)
Closing net book amount 1,885,155 1,447,768 260,026 173,113 750,668 4,516,730
At December 31, 2020
Cost 2,584,936 2,836,568 417,968 381,635 750,668 6,971,775
Accumulated depreciation and

impairment (699,781) (1,388,800)  (157,942)  (208,522) - (2,455,045)
Net book amount 1,885,155 1,447,768 260,026 173,113 750,668 4,516,730

Annual Report 2020 -E-



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

15 PROPERTY, PLANT AND EQUIPMENT (Continued)

Machinery Electronic
and Motor  and office Construction in
Buildings  equipment vehicles  equipment progress Total

RMB000  RMB'000  RMB000  RMB000 RMB000  RMB'000

Year ended December 31, 2019

Opening net book amount 1,735,347 1,059,856 152,005 109,873 388,637 3,445,718
Currency translation differences 14,859 6,986 302 1,278 684 24,109
Additions 91,814 137,442 37,888 37,241 572,493 876,878
Transfer from investment properties

(Note 16) 11,410 - - - - 11,410
Transfer from construction in progress 114,346 312,383 36,914 32,046 (495,689) -
Transfer to investment properties

(Note 16) (1,700) - - - - (1,700)
Disposals (6,384) (24,743) (4,252) (1,311) - (36,690)
Depreciation charge (85,961)  (152,290) (36,431) (28,973) - (308,655)
Closing net book amount 1,873,731 1,339,634 186,426 150,154 466,125 4,016,070

At December 31, 2019

Cost 2,563,400 2,633,278 296,102 345,293 466,125 6,304,198
Accumulated depreciation and

impairment (689,669) (1,293,644)  (109,676)  (195,139) - (2,288,128)
Net book amount 1,873,731 1,339,634 186,426 150,154 466,125 4,016,070

Year ended December 31,

2020 2019

RMB’000 RMB’000

Cost of sales 256,578 229,367
Administrative expenses 71,642 66,455
Selling and distribution expenses 9,542 7,833
337,762 303,655

As of December 31, 2020, buildings of which the property ownership certificate had not been
obtained or property ownership transfer procedures had not been completed were at a net book
value of RMB275,249,000 (December 31, 2019: RMB286,185,000). Management is of the opinion
that there will be no substantial restrictions to obtain the property ownership certificate and do
not expect there will be significant adverse impact on the consolidated financial statements due
to that the Group is in the legal process to obtain aforesaid legal titles.
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16

INVESTMENT PROPERTIES

Year ended December 31,

2020 2019

RMB’000 RMB’000

Opening net book amount 382,659 392,052
Fair value gains (Note 8) 3,060 231
Transfer from property, plant and equipment (Note 15) - 1,700

Transfer to property, plant and equipment (Note 15) - (11,410)
Currency translation difference (46) 86
Closing net book amount 385,673 382,659

(a) As of December 31, 2020, investment properties of which the ownership certificate was not
obtained had a net book value of RMB97,454,000 (December 31, 2019: RMB94,300,000).
Management is of the opinion that there will be no substantial restrictions to obtain the
property ownership certificate and do not expect there will be significant adverse impact
on the consolidated financial statements.

(b) Amounts recognized in consolidated income statements for investment properties

Year ended December 31,

2020 2019

RMB’000 RMB’000

Rental income 27,794 20,096
Direct operating expenses from property that

generated rental income (5,148) (7,148)

Fair value gain recognized in other gains — net (Note 8) 3,060 231

(c) Valuation techniques used to derive level 3 fair values

Level 3 fair values of the Group’s investment properties have been generally derived using
income approach. The key assumptions include monthly rental and capitalization rates.

The Group’s policy is to recognize transfers into and out of fair value hierarchy levels as
of the date of the event or change in circumstances that caused the transfer.
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16 INVESTMENT PROPERTIES (Continued)
(d) Valuation techniques and inputs used in level 3 fair value measurements

The following table presents the valuation techniques and key inputs that were used to
determine the fair value of investment properties categorized under Level 3 of the fair
value hierarchy:

Range of
unobservable inputs
As of December 31,

Valuation techniques Unobservable inputs 2020 2019

RMB’000 RMB’000

Income approach Capitalization rate 5.50%-11.89% 6.52%-11.89%
Monthly rental (RMB/

square meter/month) 3-72 3-90

The relationship between unobservable input and fair value:
° The higher the capitalization rate, the lower the fair value;
o The higher the monthly rental, the higher the fair value;

(e) Valuation processes of the Group
The Group has a team that manages the valuation of level 3 investment properties for financial
reporting purposes. The team manages the valuation exercise of investment properties on
a case by case basis. At least once every year, the team would use valuation techniques
to determine the fair value of the Group’s level 3 assets. The Group may engages external,
independent and qualified valuers to determine the fair value of the Group’s investment

properties at the end of every financial year based on the properties’ highest and best use.

At each financial year end the finance department:

o verifies all major inputs to the independent valuation report;

o assesses property valuation movements when compared to the prior year valuation
report; and

o holds discussions with the independent valuer.

Changes in level 3 fair values are analyzed at each reporting date during the valuation
discussions between the financial director and the valuation team. As part of this
discussion, the valuation team presents a report that explains the reasons for the fair
value movements.

BELYI civiC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17

LEASES

Right-of-use for
land use rights

RMB’000
At December 31, 2019
Cost 898,653
Accumulated depreciation (151,692)
Net book amount at January 1, 2020 746,961
Additions 82,824
Disposal (3,951)
Transfer to assets held for sale (Note 27) (8,464)
Amortisation charge (18,606)
Currency translation differences 1,222
Closing net book amount at December 31, 2020 799,986
At December 31, 2020
Cost 963,072
Accumulated amortisation (163,086)
Net book amount 799,986
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17 LEASES (Continued)

Motor
Right-of-use assets Buildings vehicles Total
RMB’000 RMB’000 RMB’000
At December 31, 2019
Cost 158,705 2,106 160,811
Accumulated depreciation (23,044) (829) (23,873)
Net book amount at January 1, 2020 135,661 1,277 136,938
Business combination 410 - 410
Additions 90,772 8,598 99,370
Decrease (1,221) (515) (1,736)
Depreciation charge (26,888) (2,443) (29,331)
Currency translation differences (1,993) (143) (2,136)
Closing net book amount at
December 31, 2020 196,741 6,774 203,515
At December 31, 2020
Cost 243,685 9,810 253,495
Accumulated depreciation (46,944) (3,036) (49,980)
Net book amount 196,741 6,774 203,515
December 31, January 1,
2020 2020
RMB’000 RMB’000
Lease liabilities
Current 25,945 27,276
Non-current 160,064 96,031

The expense relating to short-term leases and relating to leases of low-value assets that are
not shown above as short-term leases (included in administrative expenses) is RMB9,761,000.

IEL: I cvC Venhicles (Group) Co., Ltd.
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18

INTANGIBLE ASSETS

Patents and Customer

Goodwill trademarks Software relationships Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Year ended December 31, 2020
Opening net book amount 436,370 84,454 11,721 22,227 554,772
Additions - 1,263 30,742 - 32,005
Business combination 2,246 - 24 - 2,270
Disposals - (1,493) - - (1,493)
Currency translation differences (11,588) (2,186) (29) (1,162) (14,965)
Impairment provision (4,752) - - - (4,752)
Amortization charge - (13,107) (12,913) (5,806) (31,826)
Closing net book amount 422,276 68,931 29,545 15,259 536,011
At December 31, 2020
Cost 448,420 169,494 54,935 100,680 773,529
Accumulated amortization - (95,590) (25,390) (49,492) (170,472)
Impairment provision (26,144) (4,973) - (35,929) (67,046)
Net book amount 422,276 68,931 29,545 15,259 536,011

Patents and Customer

Goodwill  trademarks Software  relationships Total

RMB’000 RMB000 RMB000 RMB’000 RMB000
Year ended December 31, 2019
Opening net book amount 417,617 92,692 10,398 26,733 547,440
Additions - 1,051 3,122 - 4173
Disposals - (497) (160) - (657)
Currency translation differences 18,753 5,172 36 990 24,951
Amortization charge - (13,964) (1,675) (5,496) (21,135)
Closing net book amount 436,370 84,454 11,721 22,227 554,772
At December 31, 2019
Cost 458,606 180,852 24,229 103,436 767,123
Accumulated amortization - (88,702) (12,508) (45,012) (146,222)
Impairment provision (22,236) (7,696) - (36,197) (66,129)
Net book amount 436,370 84,454 11,721 22,227 554,772

Amortization charges were expensed off in administrative expenses in the consolidated income

statement.
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18 INTANGIBLE ASSETS (Continued)
(@) Goodwill

The Group carries out its annual impairment test on goodwill by comparing the recoverable
amounts of cash generating unit (“CGU”) to the carrying amounts. The recoverable amount of
a CGU was determined based on value-in-use calculations. These calculations used pre-tax
cash flow projections based on financial budgets approved by management covering a 5-year
period with a terminal value related to the future cash flows extrapolated using the estimated
growth rates stated below beyond the 5-year period. The Group believes that it is appropriate
to cover a 5-year period in its cash flow projection, because it captures the development
stage of the Group’s businesses during which the Group expects to experience a high growth
rate. The accuracy and reliability of the information is reasonably assured by the appropriate
budgeting, forecast and control process established by the Group. The management leveraged
their extensive experiences in the industries and provided forecast based on past performance
and their expectation of future business plans and market developments.

Management monitors the goodwill at each acquired company or group level. The following
is a summary of goodwill allocation for each CGU:

Currency
Impairment translation
Opening Addition provision differences Closing

RMB000 ARMB000 RMB000 RMB000 RMB 000

Year ended December 31, 2019

- Subsidiaries in UK (i) 336,377 - - 18,373 354,750
- Subsidiaries in Zhumadian,

in the PRC (i) 35,740 - - - 35,740
- Other subsidiaries (iii) 45,500 - - 380 45,880
417,617 - - 18,753 436,370

Currency

Impairment  translation
Opening Addition provision  differences Closing

RMB000 RMB 000 RMB000 RMB 000 RMB’000

Year ended December 31, 2020

- Subsidiaries in UK (i) 354,750 - - (10,073) 344,677
- Subsidiaries in Zhumadian,

in the PRC (ii) 35,740 - - - 35,740

- Other subsidiaries (iii) 45,880 2,246 (4,752) (1,515) 41,859

436,370 2,246 (4,752) (11,588) 422,276

IEL:I cviC Venhicles (Group) Co., Ltd.
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18 INTANGIBLE ASSETS (Continued)
(@) Goodwill (Continued)

(i) The goodwill arose from the acquisition of Retlan Manufacturing Ltd. (“Subsidiaries
in UK”), in 2016.

(i)  The goodwill arose from the acquisition of Zhumadian CIMC Huajun Vehicle Co.,
Ltd. and its subsidiaries (“Subsidiaries in Zhumadian”) in 2004.

(iii)  The goodwill mainly arose from the acquisitions of several subsidiaries of the Group,
CIMC Vehicles (Shandong) Co., Ltd., Yangzhou CIMC Tonghua Special Vehicles
Co., Ltd., Shandong Wanshida Special Purpose Vehicle Manufacturing Co., Ltd. and
CIMC Intermodal Equipment LLC.

Impairment review on the goodwill of the Group had been conducted by the
management as of December 31, 2020 and 2019, according to IAS 36 “Impairment of
assets”. For the purposes of impairment review, the recoverable amount of goodwill
is determined based on value-in-use calculations. The value-in-use calculations use
cash flow projections based on business plan for the purpose of impairment reviews
covering a 5-year period.

The key assumptions used in the significant CGUs value-in-use calculations are
as follows:

As of December 31,

2020 2019
Subsidiaries in UK
Annual revenue growth rate for 5-year period 7%-28% (12%)-7%
Gross profit rate 8% 8%-9%
Terminal revenue growth rate 2% 2%
Pre-tax discount rate 12% 13%

As of December 31,

2020 2019
Subsidiaries in Zhumadian, in the PRC
Annual revenue growth rate for 5-year period 2%-8% 3%-8%
Gross profit rate 16% 15%-17%
Terminal revenue growth rate 3% 3%
Pre-tax discount rate 14% 14%
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18 INTANGIBLE ASSETS (Continued)

(@) Goodwill (Continued)

The recoverable amounts of goodwill is shown as belows:

As of December 31,

2020 2019
RMB’000 RMB’000
— Subsidiaries in UK 470,864 393,287

— Subsidiaries in Zhumadian, in the PRC

The headroom of goodwill is shown as belows:

1,201,419 1,161,201

As of December 31,

2020 2019
RMB’000 RMB’000
— Subsidiaries in UK 126,187 32,914

— Subsidiaries in Zhumadian, in the PRC

1,165,679 1,125,461

The Group performs sensitivity analysis based on the assumption that annual revenue
growth rate for 5-year period or the discount rates have been changed. Had the estimated
key assumptions during the forecast period been changed by reasonably possible changes

as below, the headroom would be decreased to as below:

Year ended December 31,

2020 2019
RMB’000 RMB’000
Subsidiaries in UK
Annual revenue growth rate for 5-year
period decreases by 0.5% 124,428 14,031
Discount rate increases by 1% 115,980 12,758

Subsidiaries in Zhumadian, in the PRC

Annual revenue growth rate for 5-year
period decreases by 0.5%

Discount rate increases by 1%

P cvC Venhicles (Group) Co., Ltd.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

18 INTANGIBLE ASSETS (Continued)
(@) Goodwill (Continued)

The following table shows the extent to which the key parameters would need to change
individually for the estimated recoverable amount to be equal to the carrying amount:

Required change for
recoverable amount equals
to carrying amount
As of December 31,

2020 2019
RMB’000 RMB’000

Subsidiaries in UK
Annual revenue growth rate for 5-year period When decreased When decreased
by 38.05% by 7.12%
Discount rate When increased When increased
by 14.38% by 5.22%

As disclosed above, for the goodwill of the subsidiaries in UK and the goodwill of the
subsidiaries in Zhumadian, a reasonably possible change in key parameters (forecast
annual revenue growth rate for 5-year period and discount rate) would not cause its
carrying amount to exceed its recoverable amount as of December 31, 2020 and 2019
respectively.

19  SUBSIDIARIES

As of December 31,

2020 2019
RMB’000 RMB’000
Investment in subsidiaries, at cost 3,758,551 3,462,658

Annual Report 2020 m



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

sped JueAgjal pue S8dIyBA

Auedwod
Aujgen paywi

P17 "0 S8dIYBA

%0¢ %0€ %0L %0L oljioads ‘sig|iel} Jo S8[es pue UOHINPOId ‘0Odd 8y} ‘Buopueys anfBuoqg QNID ueysbuer
ssauisnq Jodxa pue podwi
‘saulyorW Jo Buissaooid isajoIyan Auedwod
Jodsuel} yue) ‘sajolysA Hodsuely Ayjigel paywi ‘P 09 Bgowoiny
%62 %62 %L %LL Jobuassed Jo se|es pue uoldNPoId ‘9dd 8y ‘ueusH nABurq 910 Buekon
sued ainjonis
[e18W pue s}onpoid [ealueydsw
Areuipio ‘se|alyan |e1oads snolea Auedwoa Ayjigey ‘P17 ©09 8jIqowoiny
%8¢ %8¢ %cL %¢L Jo sajes pue uononpoid ‘Juswdo|areg  palwWI| ‘OHd 8y} ‘INyuy Buelling ONID nuUNm
Auedwoo Ayjigey
- - %00} %001 Buipjoy 1uswysanu| panwi| ‘buoy BuoH  panwi ABojouyds | uosuely
90II8s Bulliedas sajes-iaye Auedwod
‘s9[01yaA Aeloads pue Sio|leli-Iwes Ajigel paywi ‘P 09 S9)2IYBA [elo8ds
- - %001 %001 ‘sla|iel} Jo safes pue Buunioejnuepy ‘04d 8y} ‘nsbuelp enybuo] QIO noyzbuep
JuawiseAu| 8j91ys A
Auedwod OINID, “P¥1 00 Buipjoy
- - %001 %00} Buipjoy Juswiseauy Aviiqel| paywi| ‘|Ag JuswisaAu| 8jaIysA JNID
Buipjoy 102110
6102 0202 6102 0202 810N uofjesado jo aded Aua B3| Jo pury fmnus jo sweN
s)salajul dnouy ay} Aq pue saijiAoe [edidulid pue uonesodiooul
Buijjosyuoa-uou Aq pjay pIay 1saJayul Jo ade|d
1saaul diysiaumQ diysisumo

:salieIpIsqns Buimojjo} 8y} ul s}saiajul }9a4ipul 10 19a41p pey dnoly ayl ‘6102 pPuUe 0202 ‘LS 1aquiadaq Jo Sy

(e)

(penunuog) S31YVIAISEANS

o
—

IV CVC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

$80IM8s abelo)s ‘Juswdinba
sansiBo| jo buises) ‘Juswdinba

[B91UBYI8WO04}03|8 pue ‘Juswdinbe Auedwod
[BO11}08]9 puB 8Jempiey ‘S|elsjew Aujgel payiwi ‘P17 09 Juswdinb3
- - %00+ - / [eJow ‘sed oine ‘sied Jo sojeg ‘Otd 8y ‘uifuel]  sonsiBo ejoIyaA QNI ulfuer |
Bunexiew pueiq s|iqowoine Auedwod
J0 JuswisBeuew 0} J08lqns asou} Al paywi| P 00
%E2 %€ %LL %LL Buipnjoxa ejiqowoine jo sofes '$e2IMBS  ‘OHd dyi ‘Buopbueny (uswbuelr) sjo1yeA ONID
sled Jo Jredal Led My4 Jo uonesado
‘uonelodsp ajiqowone ‘sued
1UBAS|SJ PUB SB|DIYSA WiB) ‘SIg|iel) Auedwoo P17 09
J0 sB[es ‘(uopezioyine Jo Jang| Al paywi| Buipe.] a|iqowoiny
- - %00} %00} yum Bunesado) sied puelq Jo sofes ‘Odd 8y} ‘ueusy unfeny QIO uelpewnyz
sued sISSeyd AljowoNe Auedwod
pue Asuiyoew Bulesulbua Ajigel| paywi P17 09 99In18S Bunayie
= - %00} %001 ‘$9[01yaA 01j108ds 4O Spuly Jo s8[eS  ‘OHd 8y} ‘BuopBueny 32IYdA QIO Udyzusys
Kouabe apel} pue saifojouyosy Jo
Jodxa pue podwi ‘sa91AI8s Hulnsuod
apeJ} pue uolewlolul ‘synpo.d Jo Auedwod
[le184 pUB 8[esajoym ‘sjusuodwod Aupqen paywi P17 00 S8IINIBS SB[BS
- - %001} %001 pue sJed olne ‘sied jo sajeS  ‘Oyd 8y} ‘Buopbuent 8J91ydA DINID noyzbuens)
Buipjoy 102110
6102 0202 6102 0202 810N uofjesado jo aded Aua B3| Jo pury fiyus jo sweN
s)salajul dnouy ay} Aq pue saijiAoe [edidulid pue uonelodioauy
Buijjosyuoa-uou Aq pjay pIay 1saJayul Jo ade|d
1saaul diysiaumQ diysisumo

(penunuo)) salleipisqns Buimojjo} ay} ul sisalajul j19alipul 10 103a41p pey dnouy ayl ‘6L0Z PuUe 0202 ‘LS 1aqwadag Jo sy  (e)

(penunuog) S31YVIAISEANS

61

Annual Report 2020 m



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Auedwoo
Al paywi| ‘P17 09 ddIAIeS
- - %001 %00} sped oine pue sied jo sajes ‘OHd 8Ui ‘IXUBBYS  SBIES BJOIYBA DINID IXUBRYS
s90IMIBs abelo)s uswdinbe
sonsifo| Jo Buises| jJuswdinba
[eoIUBYO8WOI08]e pue ‘Juswdinbe Auedwod P 09
[BO1I108]9 puB Bjempiey ‘S[eLisjew Aujgel pauwi Juswdinb3g sonsifo
- - %00} %00} [e}ow ‘sped oine ‘sieod Jo s8[es ‘Odd 8y} ‘Buuoer] aoIysA Q1D Buiuoer
Auedwod P11 09
abe.ols pue Buises| ‘spooh Aunger panwn Juswdinb3 sonsifo
- - %00} %00} J0 |Ie1a) pUE B[BSB|OYM ‘SIBD JO S9|ES ‘OHd 3y} ‘uenydis 90IYdA QIO uenydIs
ABojouyoay 1uensjal Auedwod
Jo Juswdojanap pue juswdinbs Al paywi| P17 09 Buerluix
= - %00} %001 [BOIUBYOBW JO SB|S PUB UONINPOId ‘0dd ayi ‘Buelfurx (dnoio) 8joIyaA JINID
Juswdinba
[BOIUBYOSW JO 8oUBUSIUIRW
‘Juswdinba |eolUBYOBWOI}08]0
pue ‘quawdinba |eaujos|e pue Auedwod P 09
aIempJey ‘sjeLielew [ejow ‘sued Ajger pawi Juswdinb3g sonsifo
- - %001} %001 0JNe ‘SIed JO |IBlaJ PUB B[BSBIOYM  ‘DHd ay ‘Buopbueny 8J91ydA DINID noyzbuens)
Buipjoy 102110
6102 0202 6102 0202 810N uofjesado jo aded Aua B3| Jo pury fiyus jo sweN
s)salajul dnouy ay} Aq pue saijiAoe [edidulid pue uonelodioauy
Buijjosyuoa-uou Aq pjay pIay 1saJayul Jo ade|d
1saaul diysiaumQ diysisumo

(penunuo)) salleipisqns Buimojjo} ay} ul sisalajul j19alipul 10 103a41p pey dnouy ayl ‘6L0Z PuUe 0202 ‘LS 1aqwadag Jo sy  (e)

(penunuog) S31YVIAISEANS

o
—

P cvC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

sall} Jo
Buipeasjal pue Buises| quswdinbs
ansibo) Jo abeloys ‘Juswdinbe
[BOIUBYDSW JO 8oUBUSIUBW
‘sjonpoud |eaiwsayd pue juswdinbs
[e9lUByI8WO04}09[8 ‘Juswdinba

Auedwod
Aujgen paywiy

P71 00
Juswdinb3 sonsifo

- - %001 %00} [BOLI109]9 pue diempley Jo S3[es ‘Odd 8y} ‘Buerluix aloIyaA QIO Buelfuix
Juswdinba
[BOIUBYOBW JO 9oUBUSUIBW
‘Juswdinba [BolUBYDBWOI08]8 puE
Juswdinbs [BO11108[8 pue BieMpIRy
‘sleuarew [eyow ‘syed oine jo Aousbe Auedwod PR 09
Buiyjes pue Buiseyaind ‘siajiesliwes Ajigel| paywi| Juswdinb3 sonsifo
- - %001 %001 pue ssoIyaA [e1oads jo sales ‘0dd ays ‘Ixbueny ajo1ysA QWD Buuuen
Juswdinba [eoluByOBW
10 8oueUBUIBW ‘Judwdinba [BoL}08|8
pue [eoluByIaW ‘s|elialew [eaw ‘P11 0D
‘Jauleju09 1o} BuiALp ‘sued one Juswdinb3 sonsifo
- - %001 %00} Pue sJed Jo |Ield) pue 9|ess|oyMm 9IIYdA JINIO udwelx
sued sisseyo aAowolne Auedwod
pue Aleuiyoew Bunissulbus Aupqen paywi P17 09 Bunayiely
- - %001 %00} ‘$9[01yaA 01j108ds JO spuly Jo se[eS  ‘OHd 8y} ‘Buopbueny 821y A QNI usyzusys
Buipjoy 102110
6102 0202 6102 0202 810N uofjesado jo aded Aua B3| Jo pury fmnus jo sweN
s)saialul dnouy ay) Aq pue saijAnoe [edioulid pue uonesodiooul
Buijjosyuoa-uou Aq pjay pIay 1saJayul Jo ade|d
1saaul diysiaumQ diysisumo

(penunuo)) salleipisqns Buimojjo} ay} ul sisalajul j19alipul 10 103a41p pey dnouy ayl ‘6L0Z PuUe 0202 ‘LS 1aqwadag Jo sy  (e)

(penupuog) S31WVIAISEANS 61

Annual Report 2020 m



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

s90InI8s abelo)s s1onpoud
[eolwayd pue juswdinba [ealuByIBW
‘luswdinba 01U0J108|8 puB BIEMPIRY
‘S|elajew |elow ‘syed ojne Jo sojes
- - %00} %001 {S9IIAIBS JUBAB|D) PUB SIBD JO S3[eS
spJeoq|(iq jo Buises)
‘selbojouyoa) pue spoob Jo podxe
pue yodwi ‘saii) pue sasnoy ‘salis
j0 Buises| ‘Juswdinba pue Alsuiyoew
JO 8dUBUBJUIBW S}oNpo.d [BOIWSYD
pue juswdinba [eauos|e pue
[eolueyosw ‘Juswdinba [BoL108|e pue
alempley ‘sjelisjew [ejow ‘syed one
‘se|lqowolne Jo Sso|es ‘Juswabeuew

Auedwod
Aujgen paywiy P17 09 89S
‘04dd 8y} ‘18qnH S9[eS 8[IysA JNID 18gqnH

Auadoid {saainles Buisnoyaiemispuny Auedwod P <09
umo s astidiajus Buisn Aq Apgen peywy  juswdojeasq yed |euisnpul
- - - %001 /i Juswabeurw pue JuswisaAul 1980l ‘OHd 8y} ‘ueunp 3l91ya A DINID Bulwuny
Buipjoy ya1q
6102 0202 6102 0202 BjoN uoyelado jo ageid fnusa [ebaj jo pury Ayua jo aweN
s)salajul dnouy ay} Aq pue saijiAoe [edidulid pue uonelodioauy
Buijjonuoa-uou Aq pjay pIay 1saJlaul Jo ade|d
1saaul diysiaumQ diysisumo

(penunuo)) salleipisqns Buimojjo} ay} ul sisalajul j19alipul 10 103a41p pey dnouy ayl ‘6L0Z PuUe 0202 ‘LS 1aqwadag Jo sy  (e)

(penupuog) S31WVIAISEANS 61

P CVC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Juswdinba pue
f1suiyoew |e1oads 1od pue Aemybiy
‘sped ojne ‘sieo paljipow ‘sisjies)

-lwes ‘sajalyaA |eloads ‘Juswidinbe Auedwod P “09
pue Aisuiyoew sonsibo| Juabijgiul Ajigel| panwi| Juswdinb3 yodsuel |
- - %001 %001 M8U :S8JeS pue ‘g ® Y ‘uononpold  ‘OHd 8y ‘Buopbueny  ABojouyos) uswbuelr HND
S82IMIBS S3|es-1a)je pue Bulynsuod
pajeal apiroid pue ‘sued Jisyy Auedwod P 09
pue SIa|lel}-Iwas ‘sojolyaA [eloads Aunger panwn juswdinb3 podsuel)
- - %00} %001 snolea [|9s pue aanpoid ‘dojane( ‘9dd aui ‘nsbueip  ABojouyos] Bueiluayz HNID
sued ojne Auedwod
1810 pue SO|XE B|JIYdA JO BIIAIBS Al paywi| ‘P71 “0Q 8IXY
- - %001 %00} [ea1uy8} pue safes ‘uofonpoid ‘ubise( ‘OHd 8y} ‘ueusy elfuepm QIO Uelpewnyz
Buises)| i1 uawdinbs [ealuRYOSW
JO 8oUBUBJUIBW ‘S}onpo.d [BOIWSYD
‘s92InI8s abelois ‘Juswdinba
[e2IUBYO8WOI108]e pue ‘Juswdinbe Auedwod P 09
[BOLI}0B|8 puB aJempley ‘S[eliajew Aupqen panwi Juswdinb3g sonsifo
- - %00} - n [ejow ‘syed oine ‘sied jo S8leS  ‘OHd 8yl ‘nbbuswiaN  8[o1ysA DINID eljoBuopy Jauuj
Buipjoy 102110
6102 0202 6102 0202 810N uoneiado Jo ade|d Aua B3| Jo pury fmnus jo sweN
s)salajul dnouy ay} Aq pue saijAnoe [edioulid pue uonesodiooul
Buijjosyuoa-uou Aq pjay pIay 1saJayul Jo ade|d
1saaul diysiaumQ diysisumo

(penunuo)) salleipisqns Buimojjo} ay} ul sisalajul j19alipul 10 103a41p pey dnouy ayl ‘6L0Z PuUe 0202 ‘LS 1aqwadag Jo sy  (e)

(penunuog) S31YVIAISEANS

61

Annual Report 2020



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Bunnsuoo ABojouyos) pue 8o1AI8S
ABojouyoay‘iajsuely ABojouyos
‘Juswdojanep pue yoleasal
ABojouyos) {ied puey-puo9ss Jo
so|es ‘sjuauodwod pue saulbua
‘sISseyd ajiqowoine ‘syuswdinba

BurieauiBua‘se|oiyen [e1oads ‘syoni} ‘P17 00 9JIAIS
Aneay Jo spupy Auew o a2Inles Auedwoa Ayjigey Bunexie ajgowoiny
%8¢ %8¢ %cL %¢L o[es-Ialje pue juabe safes ‘soleg  paliwl| ‘OHd dY} ‘Inyuy Buelling ONID nuUNm

S9|qed pUB alIM
211199]9 ‘syonpo.d onseld pue Jaqqni
‘uswdinba [eo11108|8 pue aiempiey

‘sued aullew ‘s|elsew Uolel09ap Auedwod P11 09
‘sped ojne Jo Buijies pue buikng uo Ajigel| panwi| Jleday pue uoljeUIWEXT
- - %00} %00} UOISS|WWO9 'SJed Jo Jledal pue isa ] ‘Odd oy} ‘reybueys  sjiqowoiny ONI leybueys
Auedwod ‘P17 09 Bulnjoelnue|y
sued JueAd|al pue S9joIyaA Ajigel| pauwi| aJo1ya\ 8soding [eloadg
%0€ %S¢ %0L %S. olj1oads ‘J|Iel} o S8[es pue uoonpoId ‘O4dd 8y} ‘Buopueys eplysuep Buopueys
S|eodlWayd pue s[elaw pue ajahooine
‘1ed 0} Burjeal s|elsjew meJ Jo sojes Auedwod
‘'sied ojne jo uotonpoid ‘sBurly Aynael paywi| PI1 00
- - %001 %00} pue Ja|iel} ‘ajo1yaA [ejoads jo Buiney ‘Odd 8y} ‘nsuen  s[AIYaA Unfeny QNIO nsuen

Buipjoy 10811pu

6102 0202 6102 0202 BJoN uorjesado jo adeld fua [ebay jo pury fnua jo sweN
s)salajul dnoug ayy Aq pue saiyAle jedidulid pue uoiesodiooul
Buijjonuoa-uou Aq pjay pIay 1saJlaul Jo ade|d
1saaul diysiaumQ diysisumo

(penunuo)) salleipisqns Buimojjo} ay} ul sisalajul j19alipul 10 103a41p pey dnouy ayl ‘6L0Z PuUe 0202 ‘LS 1aqwadag Jo sy  (e)

(penunuog) S31YVIAISEANS

o
—

P :I CvC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

$801M8S 96BI0)S pue SIed

Auedwod
Aungen paywi

P11 09

%02 %02 %08 %08 jo Buises) ‘syybieyj jo podsues) pueT ‘Odd 8y} ‘leybueys sopsibo 1buoy reybueys
019 ‘Modsuely 1ybial) ‘9oInIas
Bunnsuod ABojouyosy uonew.ojul
Apowwod ‘syed ojne Jo |ielal pue
aessjoym Juswdinbs Aisuiyoew Auedwoo P 09
pue SJaUIBIUOD ‘Sied Jo Buises) Aupqen pawi Buisea |Ind pue doiqg
%0€ %02 %01/ %08 ‘sj0] Bunyied pue speos jo uonesadg  ‘DHd ayi ‘Buopbuent) 891y DINID noyzbuens
019 ‘SUBA JO 8oUBUSIUIRW
pue Ajquasse ‘Buissedoid Auedwod
‘(pepnjoxe JBO UBPaS) SIBD JO Sojes Aupjgen paywi ‘P17 09 S9IINIBS
- - %00} %00} ‘sped ojne Jo |fejal pue 8[esa|oyM ‘Odd oy} ‘reybueys  sefes sjoIyeA DNID leybueys
Kouabe soueinsul
‘uswdinba [ealueydBW JO Jiedal Auedwod
‘spoduwi pue spodxe 0fieo (sjelisjew Ajigel| paywi ‘P17 09 S82INIBS
= - %001 - Al [ejow pue sped one ‘sied Jo sojes ‘Odd oy} ‘Bullieg  sales sjoIysA QIO Bullieg
Auedwod ‘P17 ©00 uonodadsu
$9]01yaA Jo abel0}s {S8|aIYSA Joj10W Aujgel pauwi aAIsuayaidwo?) s|aIyap
%h2 %Le %61 %61 104 souBWIONad pajelBajul jo uonoadsul ‘Otd 8u} ‘reybueys uelfoeg QIO feybueys
Buipjoy yoau1puj
6102 0202 6102 0202 810N uofjesado jo aded Aua B3| Jo pury fiyus jo sweN
s)salajul dnouy ay} Aq pue saijiAoe [edidulid pue uonelodioauy
Buijjosyuoa-uou Aq pjay pIay 1saJayul Jo ade|d
1saaul diysiaumQ diysisumo

(penunuo)) salleipisqns Buimojjo} ay} ul sisalajul j19alipul 10 103a41p pey dnouy ayl ‘6L0Z PuUe 0202 ‘LS 1aqwadag Jo sy  (e)

(penunuog) S31YVIAISEANS

61

Annual Report 2020 m



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

S82IMBS Uolielfhaul
wa)sAs uonewlojul ‘uonowoid
ABojouyosy ‘isjsuely ABojouyos}
‘aBueyoxa [BOIUYDS) ‘UOIIBYNSUOD
[ea1uyoa) ‘uswdojenap Abojouyos)
‘SOOIAIS [BOIUYDS) ‘DOUBUSIUIBW
pue Jredal ajo1yaA Jojouw ‘Buises
- %02 - %08 n J1eo (Buises| uawdinba [eolueyos|y
S9|Igowolne pue

Auedwoo

Al paywi|
‘0dd 8yi ‘nsbueip

Auedwoa Ayjigey

P71 09

ABojouyoa] sansiboT
lo|iel] pienbuep Buellusyz

‘P17 09 uoneodsuel |

%02 %02 %08 %08 s1aulejuoo jo Buises| Jyblaly [elousn)  pajiwll ‘OHd 8y} ‘1leany  pue soisifo IBusys ueynm
spoob Jo 1odxa pue Jodwi {s8o1nI8S
abelo}s ‘Juswdinbs [ealueyosW
10 92uBUBUIBW ‘Judwdinbe
[BOIUBYDBWOI}99|8 pue ‘Juswdinbe Auedwod
[BO11108]9 puB Bjempiey ‘S[eLisjew Aujgel) pauwi ‘P17 "0 90IAISS SBJRS
- - %00} %L A [ejow ‘syed oine ‘sied Jo sajes ‘9dd 8y ‘Buibbuoyn 3[o1yaA JINID Buibbuoyn
Auedwod “pi7 09
sled Jo Buises) ‘Aousbe Buipsemio) Aunger panwn uonjeplodsuel] pue
%02 %02 %08 %08 Jubia} olsswop pue [euoeussiy| ‘Odd 8y} ‘usyzusyg  sonsifo IBusys usyzusys
Buipjoy 108.1puj
6102 0202 6102 0202 810N uofjesado jo aded Aua B3| Jo pury fiyus jo sweN
s)salajul dnouy ay} Aq pue saijiAoe [edidulid pue uonelodioauy
Buijjosyuoa-uou Aq pjay pIay 1saJayul Jo ade|d
1saaul diysiaumQ diysisumo

(penunuo)) salleipisqns Buimojjo} ay} ul sisalajul j19alipul 10 103a41p pey dnouy ayl ‘6L0Z PuUe 0202 ‘LS 1aqwadag Jo sy  (e)

(penunuog) S31YVIAISEANS

61

BT cviC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Auedwod Ayjigey

S90IAISS pajiwI| ‘uoneiopa4
- - %001+ %00} JueAB[eI pUB SB|2IYaA Lodsuel) Jo safes uelssny ‘MOISOI 071 SNY H3TIvdL OID
S92IAI0S JUBAD|D) Auedwod
- - %001} %001 pue sajolyeA Lodsuely Jo Buunjoenuey  Ajjigel) payiwi| ‘puejod "0°0°Z°dg eysjodowiw| HY
S92IAIBS JUBAS|DI Auedwod
- - %001 %00} pue sajolyaA Hodsuel} jo Buunoeinuely  Aljigel) peywi ‘puejod  "0°0°Z'dS BYS|0d 89INIBS B
S9JIAIBS JUBAS|D) Auedwod
- - %001+ %00} pue sajolyaA Hodsuel} jo Buumorynuely  Aljiqel| paywi| ‘puejod 0'0'Z'dg ys|od DY
S9JIAIBS JUBAD|D) Auedwod
- - %001 %001 pue sa|oIyeA podsuely jo Buunioeinueyy  Aujiger panwi ‘wnibjeg AN Bingoww
S92IAIBS JUBAS|D) Auedwod
- - %00} %001 pue sa|aIyaA podsuel Jo Buunioeinuepy  Aujiger panwi) ‘wnibjeg a9.1g AN siajies] beq
Auedwod A'g salboidesiuj
- - %00} %001 Buipioy uswiseau]  Ayiqel| papwi| ‘puejioH liddeyosyeewsiyeyiojdx3
S8IIAIBS JUBAS|D) Auedwod ol
- - %001 %001 pue s[olyaA Hodsue} Jo Buunjoenuep Aynaer pspwi ‘ysn juswdinb3 [epowssiul NI
Auedwod paywI
- - %00} %001 Juswisanul BuipjoH Aunger| paywi| ‘|Ag sosldiejug jeag wiey)
Buipjoy yoau1puj
6102 0202 6102 0202 8Jo0N uofjesado jo aded Aua B3| Jo pury fiyus jo sweN
s)salajul dnouy ay} Aq pue saijiAoe [edidulid pue uonelodioauy
Buijjosyuoa-uou Aq pjay pIay 1saJayul Jo ade|d
1saaul diysiaumQ diysisumo

i(penunuop) salaeIpisgns Buimol|o) 8y} Ul s}salajul 19a4ipul 1o 1934ip pey dnoiy ayl ‘6102 pPuUe 0202 ‘LS 1aquiadaq Jo Sy

(e)

(penunuog) S31YVIAISEANS

61

Annual Report 2020 ml-



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

S9IIAIBS JUBAS|D) Auedwoo Ayjigey p17 Aid
= - %00} %001 pue $8|0lyaA Hodsuel} o Buunjoejnuey  pajwil| ‘N ‘8uinogieiy Bl[eAsny 8jd1ysA QNI
Auedwod Ayigel) p1 Aid
= - %00} %001 Buipjoy JuswiseAul  papwi| ‘NY ‘suinogiap elfesisny sBuipjoH ONID
SETRIVEN Auedwoo Ayjigey
= - %00} %001 [e108ds JO Spuly JO S8[es pue uooNPoId panwi| ‘Buoy Buoy  “panwiI (MH) S8lIyaA DI
S9JIAI0S JUBAS|D) Auedwod
= - %00} %001 pue s8jolysA Lodsuel} Jo Buunjoeinuey Aviiqel paywi| ‘ysn ou| ‘is|ied ] J9jeaY QIO
SETEN Auedwoo uonelsodion
= - %00} %004 uen Aip jo sajes pue Buuinjoejnuepy Anaer papwil ‘ysn Je|lel] [euoleN prenfuep
Auedwod
= - %00} %00} Buipjoy Juswiseauy Auniger papwi| ‘ysn Ul ‘YSN QNI
Auedwod
Ayiiqel peaywi ‘YN
- - %001 %001 SI9|IBJ}-1WBS JO SB[Bes pue Bulinioeinue|y ‘puejal| ulsyuoN p1q sieieil Das
Auedwod
S9JIAIBS JUBAS|DI pUB SB|JIYdA Anjigel paywil ‘YN
- - %001} %001 Jodsuel) Jo S9|es pue ainjoejnue|y ‘puejal| ulsyuoN p17 buesuibuz 4ai
Auedwod
S90IAI8S JUBAB|J PUB SBIDIYBA Aungel panwi ‘YN ‘(,uepey,)
- - %00} %001 Jodsuel) Jo So|es pue ainjoejnue|y ‘puejal| UWBYLON  pawi bulinjoenuely ueey
Buipjoy 108.1puj
6102 0202 6102 0202 BJoN uoyelado jo ageid fnusa [ebaj jo pury fnua jo sweN
s]salajul Q:O._O 9yl >n pue sai}iAlloe _mq_o:_‘_n_ pue co__m._oa._oo:_
Buijjonuoa-uou Aq pjay pIay 1saJlaul Jo ade|d
1sasayul diysiaumQ diysiaumg

i(penunuop) salaeIpisgns Buimol|o) 8y} Ul s}salajul 19a4ipul 1o 1934ip pey dnoiy ayl ‘6102 pPuUe 0202 ‘LS 1aquiadaq Jo Sy

(e)

(penunuog) S31YVIAISEANS

61

BFZPI cViC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

S90IAIBS JUBABR)

Auedwod

- - %001 %00} puB $9[21yaA Lodsue) Jo Buunjoenuep Aynaer pepwil ‘ysn 0711 Auedwo) 34y
S82IAIBS JUBAS|) Auedwoa Ayjigel|
- - %001} %001 pue $3j0lyaA Lodsue) Jo Bulnjoeinuel  palIWI| ‘pPUB|Od YSUBPLY) "0°0°Z "dS pue|od Jo|ieil DINID
SERIINEN Auedwoo Ayjigey pug ups
= - %00} %001 JueAB[el puB S8|dIYaA Lodsuel) Jo safes paywi| ‘eiskerey (eishejepy) sajoiyap QIO
Auedwod
- - %001 %00} Buipjoy Juswisaau|  Ayjiqel] peywi| ‘puejjoH A'g 8uessolie) Bing
S92IAIBS JUBAS|B) Auedwoa Ayjigey ‘P 09
%81 %81 %c8 %¢8 pue ss|alysA Hodsuel; jo Bulnjoejnuepy paywi| ‘puejiey | (puejreyL) sjo1yaA OINID
Auedwod v'N Jeneladoon
- - %001+ %001 Buipjoy yuswisaaul  Aujiqel| peywi| ‘puejjoH adoin3 8ja1ysA QNI
S92IAIBS JUBAD|D) Auedwoa Ayjigey P11 fid
- - %001 %001 pue sa|aIyaA podsuel jo Buunioenuepy panwi| ‘elensny  juswdinb3 podsuel] [eisusy
P Ad
Auedwod Ayjigel Juswdinb3 podsuel)
- - %001} %00} Buipjoy uswisaAu| pejwl ‘ellensny PeOY BIRISNY DI
S9IIAIBS JUBAS|DI Auedwoo Ayjigey P11 fid
- - %001} %001 pue saj0lyaA Lodsuel) Jo Bulnjoeinuey  palWI ‘Y ‘euinogiely  Seuisnpu| Ues|yie |[eysiep
Buipjoy 108.1puj
6102 0202 6102 0202 810N uofjesado jo aded Aua B3| Jo pury fiyus jo sweN
s)salajul dnouy ay} Aq pue saijiAoe [edidulid pue uonelodioauy
Buijjosyuoa-uou Aq pjay pIay 1saJayul Jo ade|d
1saaul diysiaumQ diysisumo

(penunuo)) salleipisqns Buimojjo} ay} ul sisalajul j19alipul 10 103a41p pey dnouy ayl ‘6L0Z PuUe 0202 ‘LS 1aqwadag Jo sy  (e)

(penunuog) S31YVIAISEANS

61

Annual Report 2020 m



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

S80IMI9S PaJe[al pue
Juswabeuew Auadoid Juswdojarsp

Auedwoa Ayjigey

= - %001 %001 0]e}Sa [Bal ‘Juawisanul josfoid pajWl| ‘BOlyY Ynos P17 (Aid) sunuio4 ymoun
Auedwoa Ayjigey
= - %00} %001 Buipoy Juswisaau papwi| ‘Auewsen  Hqwo adoind 8jaIYsA JNID
S9JIAIBS JUBAS|D) Auedwod
- - %001+ %00} pue sejolyaA Hodsuesy Jo Buunioejnuely  Ayjiqel) psiwi| ‘puelod A'd 82IM8G Jajiel] Bing
Auedwod
Aynge penwi ‘yn (N salo1yeA ONID,)
- - %001+ %00} Buipjoy wuswiseAu| ‘pue|al| uIBYLON payWI MN $8j0IysA JINID
SERIINEN Auedwoa Ayjigey TIM Aoioeq
%08 %0€ %0L %0. JueAB|aJ U S3|oIysA Hodsuel] Jo Sa|eS pajwl| ‘INIVHHYE (ureayeg) sejoysA ONIO
S92INIBS Auedwod ‘PI7 09
- - %00} %001 JueAB[eJ pUB S8|IYaA Lodsuel} Jo sejeS  Aljiqel| palwil| ‘WeulsiA (weN 181A) S8d1Y8A DIID
S9OIAIBS JUBAS|S) PUR SB|IIYDA Auedwod Ayjger P17 (Aid)
- - %001+ %00} Hodsuel} jo sa[es pue aInjoejnuep PaHWI| ‘BOLYY YINOS  BOUJY UYINOS S8IOIY3A QNI
S9OIAI8S JUBAS)|BI Auedwod ‘A9 IN
- - - %001 1A pue sajolyaA Lodsue) jo Buunjoeinuey  Aljiger paywi ‘puejjoy  juswdinb3 [epowsiul HINID
S8IIAIBS JUBAS)|BI Auedwod "P1709
- - - %001 I pue sajolyaA Lodsuesy jo Buunjoeinuely  Aljigel| paliwi| ‘epeur) Ja|iei] pajelabuiay JNID
Buipjoy yoau1puj
6102 0202 6102 0202 8Jo0N uofjesado jo aded Aua B3| Jo pury fiyus jo sweN
s)salajul dnouy ay} Aq pue saijiAoe [edidulid pue uonelodioauy
Buijjosyuoa-uou Aq pjay pIay 1saJayul Jo ade|d
1saaul diysiaumQ diysisumo

i(penunuop) salaeIpisgns Buimol|o) 8y} Ul s}salajul 19a4ipul 1o 1934ip pey dnoiy ayl ‘6102 pPuUe 0202 ‘LS 1aquiadaq Jo Sy

(e)

(penunuog) S31YVIAISEANS

61

BT cviC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

S90IAI8S
[e21UYD8) Jo Buliepual pue ‘sjonpold
S[BLI8S JO SPUIY J8YI0 puB S8JOIYSA

[e108ds ‘S8|9IYdA UBA ‘SIg|IRIHIWBS oAuBdWOod
‘syony yuey ‘sied Jojesablyel Jo Aupgel payiwi P17 09
%E} %€l %.8 %.8 Buunjoejnuew pue juswdojens( ‘Odd 8y} ‘Buopueys  (Buopueys) sejarysA ONID
oAuBdWOo?
Si8|lel} pue s9|olysA Al paywi| p¥7 09 9JdIYsA
- - %001} %001 fyreroads o sejes pue Bulnjoejnuely ‘OYd 8y} ‘ueusH unleny IO UBlpRWNYZ
Buipjoy j0a.1pul pue Jo311Q
90INIBS pue Auedwoo palwIT YN
- - %001+ %00} Buunioeynuew sjolyeA Hodsuel} peoy Aviiqel paywi ‘YN Juswdinb3 [epoulisiul NI
S9IINI8S ‘$3110SS9008 Auedwod Ayjgel| 374 310IH3IA
- - %001 %00} ‘Buumoejnuew ‘Ajquissse ayo peywl ‘11nogIra NNPYNH OWID 1LNOdIra
S9IIMIBS pue Auedwod Ayjigel|
- - %00} %00} Bulinjoejnuew sjojysA podsuel} peoy paywl ‘|Lnodira 374 8unuo4 yimols
Buipjoy 108.1puj
6102 0202 6102 0202 810N uofjesado jo aded Aua B3| Jo pury fiyus jo sweN
s)salajul dnouy ay} Aq pue saijiAoe [edidulid pue uonelodioauy
Buijjosyuoa-uou Aq pjay pIay 1saJayul Jo ade|d
1saaul diysiaumQ diysisumo

i(penunuop) salaeIpisgns Buimol|o) 8y} Ul s}salajul 19a4ipul 1o 1934ip pey dnoiy ayl ‘6102 pPuUe 0202 ‘LS 1aquiadaq Jo Sy

(e)

(penunuog) S31YVIAISEANS

61

Annual Report 2020 m



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

S80IAIBS [B01UY08)

JueAajal Buipinold pue ‘sped jueasial oAuedwoo
pUE SBJOIYaA [e108ds ‘Ia|ieIjWaS JO Al paywi| P71 09
- %00} %001 spub jo uoonpoid pue Juswdojersq ‘Odd 8y ‘Buiuoer (Buiuoery) sejoyeA ONID
sued J1ay} pue oAurdwod
S9|0IYdA |BSOdSIP B1SEM JO 92INISS Ajigel| panwi| ‘P 09 Juswdinb3
- - %001 X pue sajes ‘Bulnioenuew ‘q B Y ‘04d 8y} ‘Buopueyg sansibo Lews HND oepbuip
S9OINIBS
[B21uy98) JueAS|el pue ‘sued sy} Auedwod
pue $8[olyaA [e10ads ‘sio|iel] IWaS Ajger) pauwi p17 09 Bunnjoenuepy
- - %001 X/ snoleA Jo uoidnpoid pue juswdojanag ‘0Hd ay: ‘Buiuoer sa[o1ya Buaysuiy noyBuix
S9OIAISS JUBAS)|D)
pue juswabeuew Auedoid ‘Auadoid
J0 sajes pue Buises| ‘uonelado oAurdwod p11 09
‘selyI1oey Buiioddns pue ebeiols Ajigel| panwi| uswdinb3 sonsifo
- %001+ %001 JO uonoNIISU0D pue jJuswdo|ars( ‘Odd oy} ‘reybueys ajo1yaA OINID eybueys
$9OIAI9S S8[eS-18}je PUB UOIIR}NSUOD
JueAg|al ‘SUed JueAB|BI pUB oAurdwod (OETRIVEN
Ja|lesjiwas ‘s8jolyaA [ejoads Jo spury e paywi| [etoadg oepbuip,) "pi7 09
- %001 %00} Jo sajes pue uoyonpoid ‘Juswdojans( ‘Odd 8y} ‘Buopueys odIyaA [epeds DI oepbuld
Buipjoy j08.1pul pue Joa11Q
6102 0202 6102 0202 810N uofjesado jo aded Aua B3| Jo pury fiyus jo sweN
s)salajul dnouy ay} Aq pue saijiAoe [edidulid pue uonelodioauy
Buijjosyuoa-uou Aq pjay pIay 1saJayul Jo ade|d
1saaul diysiaumQ diysisumo

(penunuo)) salleipisqns Buimojjo} ay} ul sisalajul j19alipul 10 103a41p pey dnouy ayl ‘6L0Z PuUe 0202 ‘LS 1aqwadag Jo sy  (e)

(penunuog) S31YVIAISEANS

o
—

BT cviC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

sued ojne pue syed

P11 00

oAuBdwOod Ajigel| aInjoeNuB| 8|o1yBA

%52 %S¢ %SL %S.L OJNE puE SJJ JO SeS SJD JO SB[eS  pajiwl| ‘OHd 8y} ‘leqeH  (oepBuenyuip) Buopir NI
ohuedwod
S8|0IYSA UBA pUE Sid|leiliwes e paywi| P17 0 S8IdIYsA
= - %00} %001 ueA Jo uononpoid pue juswdojersq ‘Odd 8y} ‘leybueys [e10adg QIO reybueys
oAhuedwod
juswdinba Aynael paywi| PI7 0 [euay Jajiel]
%02 %02 %08 %08 f1suiyoew pue sied jo BuiseaT ‘9dd 8y ‘nsbueip pienbuep nsbuelr eulyo
sued |eolueyosw
pue syed ojne jo sajes pue oAuBdWOo?
Buninioejnuew ‘gry ‘sued bunseo Jo Ajigel| paywi p17 09 Bunsen
- - %001 %001 %y pue sajes ‘Buissadold ‘uononpoid ‘9Hd 8y} ‘ueusH unleny QIO UelpewWNyZ
S90IAIBS JUBAS|S)
pue ‘sued pue sajoIyaA [esodsip oAuedwod
asnjal Jo se|es pue ‘Buunioenuew Ajigel| panwi| P11 09
- - %001 %00} ‘(,aey,) Juswdojensp pue yosessey  ‘Odd oy} ‘Buopueys juswdinb3-003 JN|D oepbuID
$9OIAI8S [BOIUY8}
1ueAajaJ Buipinold pue ‘sped jueasiel ohurdwod
pue $8J91YaA [e[oads ‘Jajleswss Jo Aiiger paywi| P 09 S3dIYBA
%S¢ %S¢ %SG.L %S.L spub jo uoonposd pue juswdojersq ‘OHd 8y} ‘Ixueeys  [e10adg (uelx) O¥HS-OWIO
Buipjoy 19a11pui pue J03.1Q
6102 0202 6102 0202 810N uofjesado jo aded Aua B3| Jo pury fiyus jo sweN
s)salajul dnouy ay} Aq pue saijiAoe [edidulid pue uonelodioauy
Buijjosyuoa-uou Aq pjay pIay 1saJayul Jo ade|d
1saaul diysiaumQ diysisumo

(penunuo)) salleipisqns Buimojjo} ay} ul sisalajul j19alipul 10 103a41p pey dnouy ayl ‘6L0Z PuUe 0202 ‘LS 1aqwadag Jo sy  (e)

(penunuog) S31YVIAISEANS

61

Annual Report 2020



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

S9IINIBS
[BO1UY98} ‘sjusuodwod Jayio pue saqgny
- - %001} %001 a[xe aAljowolne Jo uononpold pue ubisaq
sa1fojouyos) pue spooh jo podxa pue
Moduwi ‘s801AI8S SB[eS-I8}je [BIIUYOS)
{s8InjoNJls [eloW pue sjonpoid
[edlueydaW [BiouUdb ‘Siaulelu0d |e1oads
‘saxoq Buipjo} ‘siaurejuod ‘uod pue
peo. Jo} Juswdinba [eoluByoaWw Mau
‘sued aleds Jiay) pue (juswadunouue
seyew AyJoyine [BUOIIRU 8Y} |1UN
paonpold aq jouued sjonpo.d asayy)
S8118S Ja|IRIjIWaS J1j10ads ‘s8|aIyan

oAuedwod
Ayngey peyw  (Bufoeg nsbueir,) pr7 09
‘9dd 8y ‘nsbueip sued oy Builoeg nsbuelp

pallljal ‘S8|oIyaA [eloads aouewIolad Auedwod
-ybiy pue yoay-ybiy jo spury |je jo Al paywi| ‘p¥1 “0Q 9JdIYBA
- - %00} %001 so|es pue uononpoid quawdoeasg  ‘Odd 8y ‘Buopbuenc [e1oadg Q1D uenbbuoq
90UBUSIUIBW PUE SBDIAIBS
[e21Uy28} JueAs|a) Buipiroid pue
‘Juswdinba Buieinsul pue Buiiesabiijal ohurdwod
Sse yons juswdinbs uoielodsuel Aynger paywy  (J8yeey oepbuip,) 'pi1 09
- - %001 %00} J0 spuly o sojes pue Buunjoejnuep ‘Odd 8y} ‘Buopueys  Js|iel] Jejeay DNID oepbuID
Buipjoy j08.1pul pue Joa11Q
6102 0202 6102 0202 810N uofjesado jo aded Aua B3| Jo pury fiyus jo sweN
s)salajul dnouy ay} Aq pue saijiAoe [edidulid pue uonelodioauy
Buijjonuoa-uou Aq pjay pIay 1saJlaul Jo ade|d
1saaul diysiaumQ diysisumo

(penunuo)) salleipisqns Buimojjo} ay} ul sisalajul j19alipul 10 103a41p pey dnouy ayl ‘6L0Z PuUe 0202 ‘LS 1aqwadag Jo sy  (e)

(penunuog) S31YVIAISEANS

o
—

BT cviC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

020z ul dnoub auyi jo Aseipisgns o} dnolb ayj jo areloosse wouy pabueys Alus syl (1x)
0202 yoJe ul dn 10s Aimau sem Ayus ay | (x)
020z aunp ul dn 18s Aimau sem Ajjue ay (x1)
020z [udy ul dn 10s Aimau sem Ayus ayyl  (1a)
020z Aieniga4 ul dn 1a8s Aimau sem Amus syl (14)
020z [udy ul dn 18s Aimau sem Ayue ay (n)
%L 10811pul 0} %00 | 10011p woiy pabueyd Ayus siyi jo Buipjoysieys syl (1)
‘0202 Ae|\ ul paso|o pue paisisibaiap sem Ayius siy| (n)
‘0202 Jeqwada ul pasolo pue paiaisibalep sem Ayus siyl ()
0202 Aepy ul dn 1os Aimau sem Ajus ay| (1)
020z Jaqwiada ul paso|o pue palaisibaiap sem Ayus siyl (1)
:S8JON
‘Me| DHJ J1epun 8injuaa juiol Ayinba ubieioj -ouis se pa.isjsibay o
S92IAI0S Sa|es-1a)e ‘suod pue Speol
loj sjuswdinba Aisuiyoew mau pue oAhurdwod
's9[01yaA Ayjeroads ‘sig|iel}-jwes jo Al paywi| P71 “09
- - %00} %001 so|es pue buunjoejnuew ‘Juswdoareg ‘D ayi ‘Buopbuent 3[9IYBA JINID udyzusys
sued Jo|iei)-lwas pue
‘sjonpoud o1uos08j8 ‘syonpold Ainoas Ajigel paywi 'p1700 ABojouyos |

- %61 - %1LG X J0 sajes pue Buissaaoid ‘uononpold ‘9dd 8y ‘nsbueip oeqre] Buixusyg Buelluayz
Buipjoy j08.1pul pue Joa11Q
6102 0202 6102 0202 8JoN uonesado jo aded Amwusa [ebaj jo pury Amua jo sweN

s)salajul dnouy ay) Aq pue saniAnRae [ediaulid pue uoijesodiooul

Buijjonuoa-uou Aq pjay pIay 1saJlaul Jo ade|d

1saJayul diysiaumo diysiaumo

i(penunuop) salaeIpisgns Buimol|o) 8y} Ul s}salajul 19a4ipul 1o 1934ip pey dnoiy ayl ‘6102 pPuUe 0202 ‘LS 1aquiadaq Jo Sy

(penunuog) S31YVIAISEANS

Annual Report 2020 m



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

20 FINANCIAL INSTRUMENTS BY CATEGORY

As of December 31,

2020 2019
RMB’000 RMB’000
Financial assets
Financial assets at fair value through profit or loss:
— Financial assets at fair value through
profit or loss (Note 25) 136,785 215,255
— Derivative financial instruments 619 778
137,404 216,033
Financial assets at fair value through other
comprehensive income:
— Financial assets at fair value through other
comprehensive income (Note 25) 856,221 1,059,722
Financial assets at amortized cost:
— Trade and bill receivables (Note 23) 2,861,016 2,304,107
— Other receivables
(excluding non-financial assets) (Note 24) 255,691 265,744
— Restricted cash (Note 26(b)) 268,038 278,780
— Cash and cash equivalents (Note 26(a)) 4,269,376 3,791,161
7,654,121 6,639,792
Financial liabilities
Financial liabilities at fair value through profit or loss:
— Derivative financial instruments 114 —
Financial liabilities at amortized cost:
— Trade and bill payables (Note 31) 4,344,002 3,617,559
— Other payables and accruals
(excluding non-financial liabilities) (Note 32) 861,009 739,661
— Borrowings (Note 30) 1,225,457 1,654,676
— Lease liabilities (Note 17) 186,009 123,307

6,616,477 6,135,203

P2 CVC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

21

INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD

As of December 31,

2020 2019

RMB’000 RMB’000

Associates (a) 166,750 239,487
Joint ventures (b) 16,771 12,800
183,521 252,287

(a) Investments in associates

Year ended December 31,

2020 2019

RMB’000 RMB’000

At the beginning of the year 239,487 230,542
Addition (i) 4,000 330
Disposal (90,304) -
Share of net profit of associates 13,256 14,641
Dividends (697) (7,476)
Other comprehensive income 1,009 1,465
Currency translation differences (1) (15)
At the end of the year 166,750 239,487

Set out below are the associates of the Group during the year ended December 31,
2020 and 2019. The country of incorporation or registration is also their principal place of
business, and the proportion of ownership interest is the same as the proportion of voting

rights held.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

21 INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD (Continued)
(@) Investments in associates (Continued)

Percentage of ownership
interest attributable

to the Group
As of December 31,
Place of
Name incorporation 2020 2019  Principal activities
Xxentria Technology the PRC 40% 40%  Development, manufacture and sale of
Materials (China) environmentally friendly composite
Co., Ltd. materials, building materials
CIMC Arabia Factory Saudi Arabia - 30%  Sales of auto parts, commercial
Company Limited (i) vehicles, mechanical equipment
and accessories, maintenance of
mechanical equipment
Senju (Shanghai) the PRC 30% 30%  Import and export, commission agents
International Trade and provide related services;
Co., Ltd. international trade
Shenzhen CADRO the PRC 7% 7%  Technical development, sales,
Hydraulic Equipment software development, technical
Co., Ltd. (1) consultation of hydraulic machinery
equipment
Tianjin Kangde Logistics  the PRC - 45%  Design, installation services and
Equipment Co., Ltd. maintenance of logistics equipment
(i) and related components and steel
structures service and related
business consulting
Tianjin CIMC Logistics the PRC - 45%  R&D, design, manufacture, sales,
Equipment Co., Ltd. installation, maintenance and
(iff) technical consultation, technology
transfer, technical services of
logistics equipment
Burgers Carrosserie the PRC - 33%  Manufacturing of flatbed semi-trailers,
BV. (iii) container chassis, curtain-sider
semi-trailers, lowbed semi-trailers
Shanghai Xinbaigin the PRC - 20%  Production and sales of bulk feed

Special Vehicle
Co., Ltd. (i)

Y7 CVC Venhicles (Group) Co., Ltd.

transportation vehicles and
accessories, machinery and
equipment



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

21 INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD (Continued)

(@) Investments in associates (Continued)

Percentage of ownership
interest attributable

to the Group
As of December 31,
Place of
Name incorporation 2020 2019  Principal activities
Shenzhen CIMC Cold the PRC 19% 19%  Refrigeration equipment design, R&D
Chain Technology and sales; cold chain equipment
Co., Ltd. (1) leasing; cold chain technical
consultation
Ningbo Huaxiang the PRC 40% 40%  Design, development, production and
Automotive New sales of composite leaf springs and
Material Technology swing arm products for commercial
Co., Ltd. (i) vehicles, trucks and trailers
Zhenjiang Shen Xing Tai  the PRC - 23%  Production, processing and sales
Bao Technology of security products, electronic
Co., Ltd. (Note 19) products, automotive semi-trailer
accessories
Shenzhen Shuxiang the PRC 3% 3%  Technical development, technical
Technology Co., Ltd. consulting, technical services and
(i) equipment development in the field
of automatic driving in semitrailer
and commercial vehicles
Shenzhen CIMC the PRC 10% 10%  Supply chain management; business
Tongchuang Supply import and export business; sales
Chain Co., Ltd. (1) of steel, aluminum, green recycling
materials; business e-commerce;
investment management; investment
in industrial development (specific
projects to be declared separately);
business management consulting;
business consulting; public relations
activities organization planning
Chengdu CIMC Industrial  the PRC 40% 40%  Project investment, real estate

Park Investment and
Development Co., Ltd.

development; warehousing services
(excluding hazardous chemicals);
property management and related
services
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

21 INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD (Continued)
(@) Investments in associates (Continued)

As of December 31, 2020 and 2019, there were no contingent liabilities relating to the
Group’s interest in the associates and there were no associate that is material to the Group.

Notes:

(i) Although the equity interests held by the Group in these companies are below 20%, the Group has
the right to appoint a director and has significant influence on these companies.

(ii) In 2020, the Company invests additional RMB4,000,000 to Ningbo Huaxiang Automotive New
Material Technology Co., Ltd.,with no change of the percentage of ownership interest.

(iii) In 2020, the company disposed the equity of CIMC Arabia Factory Company Limited * Tianjin Kangde

Logistics Equipment Co., Ltd. - Tianjin CIMC Logistics Equipment Co., Ltd. * Burgers Carrosserie
BV. * Shanghai Xinbaiqin Special Vehicle Co., Ltd..

The tables below provide summarized financial information of all associates, which are
individually immaterial to the Group.

Year ended December 31,

2020 2019
RMB’000 RMB’000

Aggregate amounts of the Group’s share of:
profit from continuing operations 13,256 14,641
Other comprehensive income 1,009 1,465
Total comprehensive income 14,265 16,106

(b) Investments in joint ventures

Year ended December 31,

2020 2019

RMB’000 RMB’000

At the beginning of the year 12,800 340
Additions (Note i) 2,800 13,150
Disposal - (174)
Share of net profit/(loss) of joint ventures 160 (1,604)
Other comprehensive income 1,011 1,088
At the end of the year 16,771 12,800

P2 cVC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

21 INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD (Continued)

(b) Investments in joint ventures (Continued)

Percentage of ownership
interest attributable

to the Group
As of December 31,
Place of
Name incorporation 2020 2019  Principal activities
Shenzhen Xinghuo the PRC 28% 23%  Computer database, computer system
Chelian Technology analysis; provision of computer
Co., Ltd. (1) technology services and consulting;
e-commerce, network business
services, database services and
consulting
Jiangsu Wanjin the PRC 43% 43%  Development, manufacture and sale of
Technology Co., Ltd. environmentally friendly composite
materials
Shenzhen Zhongan Jizhi  the PRC 35% 35%  Computer database, computer system
Technology LLP analysis; provision of computer
technology services
Notes:
(i) On April 28, 2020, due to the new shareholders, the company’s shareholding was diluted from

23.33% to 21.74%; On May 20, 2020,the Company acquired additional 6.26% equity interests by
convert borrowings into investment funds of RMB2,800,000.

The tables below provide summarized financial information of all joint ventures, which are individually
immaterial to the Group.

Year ended December 31,

2020 2019
RMB’000 RMB’000

Aggregate amounts of the Group’s share of:
profits/(losses) from continuing operations 160 (1,604)
Other comprehensive income 1,011 1,088
Total comprehensive income 1,171 (516)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

22 INVENTORIES

As of December 31,

2020 2019

RMB’000 RMB’000

Finished goods 1,634,676 1,348,689
Raw materials 1,391,425 1,465,578
Work in progress 794,532 985,555
Spare parts 165,500 194,540
3,986,133 3,994,362

Less: provision for impairment (193,521) (164,937)
3,792,612 3,829,425

The cost of inventories recognized as expenses and included in “cost of sales” amounted
to approximately RMB20,698,290,000 for the year ended December 31, 2020 (2019:

RMB20,133,603,000).

Movements on the Group’s provision for inventories are as follows:

Year ended December 31,

2020 2019

RMB’000 RMB’000

At the beginning of the year 164,937 180,371
Provision for impairment. 84,728 22,282
Write-off of inventories (55,178) (87,970)
Currency translation differences (966) 254
At the end of the year 193,521 164,937

P2 CVC Venhicles (Group) Co., Ltd.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

23

TRADE AND BILL RECEIVABLES

As of December 31,

2020 2019
RMB’000 RMB’000
Bill receivables — third parties 53,021 13,578
Bill receivables — related parties (Note 39(c)) 5,500 -
58,521 13,578
Trade receivables — third parties 2,839,581 2,350,360
Trade receivables — related parties (Note 39(c)) 118,069 61,991
2,957,650 2,412,351
3,016,171 2,425,929
Less: allowance for impairment (155,155) (121,822)
Total trade and bill receivables — net 2,861,016 2,304,107

(@) The credit terms of trade receivables granted by the Group are generally ranged from
30 days to 180 days. Aging analysis based on recognition date of the gross trade

receivables are as follows:

As of December 31,

2020 2019

RMB’000 RMB’000

Within 3 months 2,396,480 1,872,486
3 to 12 months 418,779 414,206
1 to 2 years 74,755 37,282
Over 2 years 67,636 88,377
2,957,650 2,412,351

Aging of bill receivables is within one year as of December 31, 2020 (December 31, 2019:

within one year).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

23 TRADE AND BILL RECEIVABLES (Continued)
(b) Movements on the provision for impairment of trade receivables as follows:

Year ended December 31,

2020 2019

RMB’000 RMB’000

At the beginning of the year 121,618 141,102
Reversal of provision for impairment 47,106 (5,230)
Receivables written off as uncollectible (15,607) (14,447)
Currency translation differences (618) 193
At the end of the year 152,499 121,618

The reversal of provision for impaired receivables have been included in “Net impairment
losses reversal on financial assets and financial guarantee contracts” in the consolidated
income statement.

(c) The carrying amount of the Group’s trade receivables are denominated in the
following currencies:

As of December 31,

2020 2019

RMB’000 RMB’000

RMB 1,925,949 1,299,553
uUSD 691,823 818,243
GBP 187,775 182,242
EUR 35,552 33,105
Others 116,551 79,208

2,957,650 2,412,351

Bill receivables are mainly denominated in RMB as of December 31, 2020 and 2019.

P2 CVC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

24

PREPAYMENTS AND OTHER RECEIVABLES

As of December 31,

2020 2019

RMB’000 RMB’000

Prepayment for raw materials to third parties 233,591 334,962
Prepayment for raw materials to related parties (Note 39(c)) 22,194 6,412
255,785 341,374
Less: provision for impairment (5,672) (6,202)
250,113 335,172

Amounts due from related parties (Note 39(c)) 28,508 54,122
Refundable tax 32,532 49,415
Rental and other deposits 122,655 76,040
Disbursement of vehicle mortgage loans (Note 3.1(b)) 27,673 48,460
Other receivables from staffs and third parties 82,532 94,972
Others 17,905 32,707
311,805 355,716
Less: provision for impairment (a) (23,582) (40,557)
288,223 315,159

Total prepayments and other receivables 538,336 650,331

(@) Movements in the provision for impairment of other receivables are as follows:

Year ended December 31,

2020 2019

RMB’000 RMB’000

At the beginning of the year 40,557 62,130
Reversal of provision for impairment (4,038) (8,824)
Receivables written off during the year as uncollectible (12,937) (17,749)
At the end of the year 23,582 40,557
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

24 PREPAYMENTS AND OTHER RECEIVABLES (Continued)

(b) The carrying amount of the Group’s other receivables (exclude refundable tax) are
denominated in the following currencies:

As of December 31,

2020 2019

RMB’000 RMB’'000

RMB 224,009 246,459
uUSD 43,137 41,775
Others 12,127 18,067
279,273 306,301

25 FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS OR THROUGH OTHER
COMPREHENSIVE INCOME

(@) Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss represented wealth management
products. The fair value is based on discounted cash flow using the expected return based
on management judgment and is within level 3 of the fair value hierarchy (Note 3.3).
Changes in fair value (realized and unrealized) of this financial asset had been recognized
in “other gains — net” in the consolidated income statement.

(b) Financial assets at fair value through other comprehensive income

Financial assets at fair value through other comprehensive income were bill receivables
held for collection of contractual cash flows and for selling.

BFXT cvC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

26 CASH AND BANK BALANCES
(a) Cash and cash equivalents

As of December 31,

2020 2019

RMB’000 RMB’000

Cash at bank and on hand 4,164,116 3,688,497
Short-term bank deposits with initial terms

within three months 105,260 102,664

4,269,376 3,791,161

Cash and cash equivalents are denominated in the following currencies:

As of December 31,

2020 2019

RMB’000 RMB’000

RMB 2,724,250 1,322,180
usD 931,435 661,269
GBP 201,190 139,897
EUR 149,491 63,334
HKD 143,948 1,462,764
Others 119,062 141,717

4,269,376 3,791,161

Bank balances carry interest ranging from 0.3% to 2.75% per annum (2019: 0.35% to
2.75% per annum).

(b) Restricted cash
The restricted cash mainly represented guarantee deposits placed at banks for issuing bill

payables, foreign currencies and vehicle mortgage loans, etc. and were all denominated
in RMB268,038,000 (December 31, 2019: RMB278,780,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

27  ASSETS HELD FOR SALE

As of December 31,

2020 2019
RMB’000 RMB’000

Assets held for sale (a)
Property, plant and equipment 42,368 55,863
Land use rights 8,464 10,253
Investment properties - 26,401
Total non-current assets classified as held for sale 50,832 92,517

(a) Assets held for sale

On November 13, 2017, Yangzhou Tonghua, and Yangzhou Economic and Technological
Development Zone Demolition and Resettlement Management Office (“Yangzhou Demolition
Management Office”) signed an expropriation and compensation agreement. According to
the agreement, Yangzhou Tonghua will relocate in phases, and the Yangzhou Dismantling
and Management Office will compensate the total amount of RMB800,000,000. The agreed
compensation includes: house compensation, land compensation, fixed attachment and
decoration compensation, seedling compensation, machinery and equipment demolition
compensation, relocation subsidies, early relocation incentives, one-time suspension of
production and business subsidies, and comprehensive compensation. As of December
31, 2020, Yangzhou Tonghua has completed part of the relocation and handed over the
relocated part of the land and properties to the government; the remaining part of the
relocation has not been completed. The Group assessed that it is likely to complete the
relocation before December 31, 2021. The related assets are listed in the balance sheet
as assets held for sale.

(b) On November 16, 2016, with the approval of the board of directors, CIMC Vehicles (Group)
Xinjiang Co., Ltd. signed an irrevocable asset transfer agreement with the People’s
Government of Urumqi High-tech Industrial Development Zone (New Urban District) and
the Management Committee of Urumgqi High-tech Industrial Development Zone (New Urban
District), to transfer assets held by the Group at a consideration of approximately RMB138
million. As of December 31, 2019, the Group has received RMB118,265,000 (approximately
85% of the consideration). Although the above transfer has not been completed on
December 31, 2019, the Group believes that the transfer is likely to be completed before
December 31, 2020, so it will continue to be classified as held for sale on December 31,
2019, and listed separately in the current assets of the balance sheet. In June 2020, the
transfer transaction was completed, and the Group confirmed the relevant disposal gains
and included them in asset disposal gains.

PV CVC Venhicles (Group) Co., Ltd.
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27

28

ASSETS HELD FOR SALE (Continued)

(c)

Non-recurring fair value measurements

A disposal group and non-current assets classified as assets held for sale during the
reporting period were measured at the lower of its carrying amount and fair value less
costs to sell except for investment properties at the time of the reclassification and it did
not result in any recognition of a write down during each of the years ended December
31, 2020 and 2019.

SHARE CAPITAL

Number of

ordinary Share Share

Note shares capital capital

in thousand USD’000 RMB’000

As of December 31, 2018 (a) 1,500,000 215,375 1,500,000

Newly issued ordinary shares (b) 265,000 265,000

As of December 31, 2019 1,765,000 1,765,000

Newly issued ordinary shares = =
As of December 31, 2020

— Domestic shares 1,201,080 1,201,080

— H shares* 563,920 563,920

(c) 1,765,000 1,765,000

H shares refer to the Company’s shares listed on the Main Board of Stock Exchange of Hong Kong Limited.

On October 23, 2018, the Company was converted into a joint stock company with limited
liability with a registered capital of RMB1,500,000,000. The Company issued and allotted
1,500,000,000 ordinary shares with par value of RMB1 each to the respective then
shareholders of the Company in accordance with the respective proportion of the then
share capital held by them in the Company as of September 21, 2018. RMB612,084,000
of retained earnings was capitalized and increase share capital of RMB17,339,000 and
share premium of RMB594,745,000, respectively.

On July 11, 2019, upon its listing on the Main Board of the Stock Exchange of Hong Kong
Limited, the Company issued 265,000,000 new ordinary shares at par value of RMB1 per
share, the respective share capital amount was approximately RMB265,000,000.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

28 SHARE CAPITAL (Continued)

(c)  After two times equity transfers from Resource SZITIC Trust Co., Ltd., (“CR Trust’) to
two new shareholders which took place in 2016 and 2017, and equity transfer within
shareholders in 2020, as of the date of this report, the Company was held by CIMC Group,
China International Marine Containers (Hong Kong) Limited (“CIMC HK”), Shanghai Tai Fu
Xiang Zhong Equity Investment Fund Partnership (Limited Partnership) (“Shanghai Tai Fu”),
Taizhou Tai Fu Xiang Yun Equity Investment Partnership (Limited Partnership) (“Taizhou
Tai Fu”), Xiang Shan Hua Jin Equity Investment Partnership (Limited Partnership),
Shenzhen Long Yuan Gang Cheng Enterprise Management Center (Limited Partnership),
Shenzhen Nan Shan Da Cheng New Material Investment Partnership (Limited Partnership)
(“Nanshan Dacheng’)and other shareholders of H shares at 41.2716%, 16.1465%,
9.5092%, 9.1559%, 5.4888%, 1.3122%, 1.3122% and 15.8037%, respectively.

29 RESERVES

Currency
Share Other translation Total
premium reserves differences reserves

RMB’000 RMB’000 RMB’000 RMB’000

As of January 1, 2019 2,259,881 71,975 58,460 2,390,316
Transaction with non-controlling interests - 1,271 - 1,271
Acquisition of additional interests

in a subsidiary - (6,986) - (6,986)
Transfer of statutory surplus reserves (b) - 105,143 - 105,143
IPO (a) 1,132,737 - - 1,132,737
Net gains from changes in fair value

of cash flow hedging instruments - (141) - (141)
Currency translation differences - - 60,311 60,311
As of December 31, 2019 3,392,618 171,262 118,771 3,682,651

BFEXYI CvC Venhicles (Group) Co., Ltd.
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29

RESERVES (Continued)

Currency
Share Other translation Total
premium reserves differences reserves

RMB’000 RMB’000 RMB’000 RMB’000

As of January 1, 2020 3,392,618 171,262 118,771 3,682,651
Acquisition of additional interests

in a subsidiary - (568) - (568)
Transfer of statutory surplus reserves (b) - 51,619 - 51,619
Net gains from changes in fair value

of cash flow hedging instruments - 1 - 1
Currency translation differences - - (127,029) (127,029)
Others - 2,020 - 2,020
As of December 31, 2020 3,392,618 224,334 (8,258) 3,608,694

(a)

On July 11, 2019, upon its listing on the Main Board of the Stock Exchange of Hong Kong
Limited, the Company issued 265,000,000 new ordinary shares at par value of RMB1 per
share for cash consideration of HKD6.38 each, and raised gross proceeds of approximately
HKD1,690,700,000(equivalent to approximately RMB1,487,545,000). The respective share
capital amount was approximately RMB265,000,000 and share premium arising from the
issuance was approximately RMB1,132,737,000, net of the share issuance costs after
deduction of deposits interest from listing subscription. The share issuance costs paid
and payable mainly include share underwriting commissions, lawyers’ fees, reporting
accountant’s fee and other related costs associated with the Listing, which are incremental
costs directly attributable to the issuance of new shares. These costs amounting to
RMB89,808,000, after deduction of deposits interest from listing subscription, were treated
as a deduction against the share premium arising from issuance.

In accordance with the Company Law and the Company’s Article of Association, the
Company appropriated 10% of retained earning amounting to RMB51,619,000 to the
statutory surplus reserves (2019: RMB105,143,000).
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30 BORROWINGS

As of December 31,

2020 2019
RMB’000 RMB’000

Included in non-current liabilities:
Bank borrowings 300,000 —
Bank borrowings, guaranteed (a) 94,844 88,500
394,844 88,500

Included in current liabilities:

Bank borrowings 565,962 1,496,106
Bank borrowings, guaranteed (a) 264,325 62,600
Loans from third parties 326 2,190
Discounted bills - 5,280
830,613 1,566,176
1,225,457 1,654,676

(a) These bank borrowings were borrowed by the subsidiaries of the Company and guaranteed

by the Company.

(b)  As of December 31, 2020, the weighted average interest rate of long-term borrowings was
3.49% (December 31, 2019: 5.23%), and short-term borrowings was 3.14% (December

31, 2019: 4.24%), respectively.

As of December 31, 2020 and 2019, the Group’s borrowings were denominated in following

currencies:
As of December 31,
2020 2019
RMB’000 RMB’000
RMB 642,169 651,630
USD 143,964 609,361
GBP 365,569 328,489
EUR 73,429 57,975
AUD 326 7,221
1,225,457 1,654,676
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30 BORROWINGS (Continued)

The exposure of the Group’s borrowings to interest-rate changes and the contractual repricing
dates whichever is earlier are as follows:

As of December 31,

2020 2019

RMB’000 RMB’000

3 months or less 76,457 605,664
3 to 12 months 493,455 421,147
1 to 2 years - 88,500
2 to 5 years 394,844 —

964,756 1,115,311

(c) The repayment terms of the bank and other borrowings are as follows:

As of December 31,

2020 2019

RMB’000 RMB’000

Within 1 year 830,613 1,566,176
1 to 2 years - 88,500
2 to 5 years 394,844 -

1,225,457 1,654,676

31 TRADE AND BILL PAYABLES

As of December 31,

2020 2019

RMB’000 RMB’000

Third parties 4,231,403 3,528,921
Related parties (Note 39(c)) 112,599 88,638

4,344,002 3,617,559
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31 TRADE AND BILL PAYABLES (Continued)
(a) The credit terms of trade payables granted by the suppliers of the Group is generally
ranged from 30 days to 90 days. The aging analysis of trade and bill payables based on

recognition date is as follows:

As of December 31,

2020 2019

RMB’000 RMB’000
0-30 days 2,759,411 2,482,882
31-60 days 1,078,989 772,185
61-90 days 228,595 150,027
Over 90 days 277,007 212,465

4,344,002 3,617,559

(b)  The carrying amount of the Group’s trade and bill payables are denominated in the
following currencies:

As of December 31,

2020 2019

RMB’000 RMB’000

RMB 3,658,354 2,879,111
GBP 311,673 317,914
uUsSD 286,551 363,663
EUR 55,006 36,407
AUD 14,933 10,016
Others 17,485 10,448

4,344,002 3,617,559

(c) As of December 31, 2020 and 2019, the fair value of trade and bill payables approximated
to their carrying amount.
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32 OTHER PAYABLES AND ACCRUALS

As of December 31,

2020 2019

RMB’000 RMB’000

Amounts due to related parties (Note 39(c)) 147,599 155,452
Dividend payables to non-controlling interests 34,908 25,828
Payroll and welfare payables 676,825 637,560
Deposits and temporary receipts 313,094 201,565
Deposits for quality guarantees 149,428 215,546
Freights expenses payable 10,708 11,033
Payables for equipment and land use rights 37,610 24,201
Financial guarantee for vehicle mortgage loans 38,966 29,695
Other taxes payables 142,424 88,372
Accrued expenses 467,474 366,103
Advance payment of assets held for sale - 118,265
Accrued listing expenses 5,321 21,453
Advance receipt of demolition compensation 74,827 -
Others 97,654 106,036

2,196,838 2,001,109

(@) The carrying amount of the Group’s other payables are denominated in the following

currencies:
As of December 31,
2020 2019
RMB’000 RMB’000
RMB 1,995,666 1,810,580
USD 93,298 112,692
GBP 19,031 17,939
EUR 58,218 40,158
Others 30,625 19,740

2,196,838 2,001,109

(b)  As of December 31, 2020 and 2019, the fair value of other payables and accruals
approximated to their carrying amount.
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33 PROVISIONS

As of December 31,

2020 2019
RMB’000 RMB’000
Product warranties 162,630 112,384
Accrued litigation and compensation losses and others 13,323 13,033
175,953 125,417

Accrued

litigation and
compensation

Product losses and
warranties others Total
RMB’000 RMB’000 RMB’000
As of December 31, 2018 120,168 12,650 132,818
Currency translation differences 2,343 249 2,592
Provision made 73,105 697 73,802
Provision utilized (83,232) (563) (83,795)
As of December 31, 2019 112,384 13,033 125,417
Currency translation differences (2,365) (394) (2,759)
Provision made 125,600 6,402 132,002
Provision utilized (72,989) (5,718) (78,707)
As of December 31, 2020 162,630 13,323 175,953
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34 DEFERRED INCOME

As of December 31,

2020 2019
RMB’000 RMB’000

Included in non-current liabilities:
Government grants related to assets (a) 31,921 20,165
Government grants related to income (b) 23,183 5,494
55,104 25,659

Included in current liabilities:

Government grants related to income (b) 49,918 141,957
Total 105,022 167,616

(@) Amounts represent government grants in respect of the Group’s construction of vehicle
manufacturing facilities, the upgrade of vehicle manufacturing technologies and the
purchase of land use rights.

(b)  Amounts mainly represent the compensation granted by government in respect of
demolition of certain factory.

(c) As of December 31, 2020, deferred income recognized as an income amounted to

RMB163,898,000 (December 31, 2019: RMB3,940,000), which was included in “other
income”.
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35 DEFERRED INCOME TAXES
Deferred income taxes are calculated in full on temporary differences under the liability method
using the tax rates which are expected to be applied at the time of reversal of the temporary
differences.
(a) Deferred tax assets

The analysis of deferred income tax assets is as follows:

As of December 31,

2020 2019
RMB’000 RMB’000
The balance comprises temporary differences
attributable to:
Provision for impairment of inventories 34,616 23,963
Employee benefits 29,309 61,558
Provisions and financial guarantee for vehicle
mortgage loans 24,671 19,916
Unrealized gain on inter-group transactions 15,354 15,653
Provision for bad debts 18,985 16,522
Tax losses 12,376 11,392
Accrued expenses 47,713 33,582
Others 14,085 4,075
Total deferred tax assets 197,109 186,661
Offset of deferred tax liabilities (52,944) (16,994)
Deferred tax assets — net 144,165 169,667
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35 DEFERRED INCOME TAXES (Continued)

(b) Deferred tax liabilities

As of December 31,

2020 2019
RMB’000 RMB’000
The balance comprises temporary differences
attributable to:
Fair value gains on investment properties 77,280 76,574
Accelerated depreciation of property, plant and equipment 69,622 36,977
Fair value gains in business combination 23,570 27,056
Others 10,235 4,870
Total deferred tax liabilities 180,707 145,477
Offset of deferred tax assets (52,944) (16,994)
Deferred tax liabilities — net 127,763 128,483
Revaluation
gains on the date
of transfer from Accelerated
owner occupied Fair value depreciation Fair value
properties to gainson  of property, gains in
investment  investment plant and business
properties  properties  equipment combination Others Total
RMB000 RIMB 000 RMB'000 RIMB 000 RMB 000 RMB000
At January 1, 2019 163 77,039 41,687 29,011 7,007 154,907
Charged to consolidated
income statement - - (5,261) (3,105) (2,120 (10,486)
Currency translation
differences (163) (465) 551 1,150 (17) 1,056
At December 31, 2019 - 76,574 36,977 27,056 4,870 145,477
At January 1, 2020 - 76,574 36,977 27,056 4,870 145,477
Charged to consolidated
income statement - - 35,627 - 5,823 41,450
Currency translation
differences - 706 (2,982) (3,486) (458) (6,220)
77,280 69,622 23,570 10,235 180,707

At December 31, 2020 -
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35 DEFERRED INCOME TAXES (Continued)
(b) Deferred tax liabilities (Continued)

As of December 31, 2020 the Group did not recognize deferred income tax assets of
RMB47,324,000 (December 31, 2019: RMB38,290,000), in respect of deductible temporary
differences amounting to RMB214,666,000 (December 31, 2019: RMB185,553,000).

As of December 31, 2020 the Group did not recognize deferred income tax assets of
RMB121,103,000 (December 31, 2019: RMB106,633,000), in respect of deductible
cumulative tax losses amounting to RMB739,274,000 (December 31, 2019:
RMB526,981,000), that can be carried forward against future taxable income due to
uncertainty of their recoverability. Maturity of deductible losses for which deferred tax
assets have not been recognized is as follows:

Year ended December 31,

2020 2019

RMB’000 RMB’000

Within 1 year 48,125 46,089
1 to 2 years 75,445 75,385
2 to 3 years 58,380 94,820
3 to 4 years 67,900 59,990
Above 5 years 489,424 250,697
Total 739,274 526,981
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36 CASH GENERATED FROM OPERATIONS
(a) Reconciliation of net profit to cash inflow from operating activities:

Year ended December 31,

2020 2019
RMB’000 RMB’000
Profit before income tax 1,517,701 1,570,743
Adjustments for:
Depreciation of property, plant and equipment (Note 15) 337,762 303,655
Amortization of right-of-use for land use rights (Note 17) 18,606 21,364
Amortization of right-of-use assets (Note 17) 29,331 23,873
Amortization of intangible assets (Note 718) 31,826 21,135
Gains on disposal of property, plant
and equipment (Note 8) (9,553) (21,472)
Losses on disposal of land use rights (Note 8) - 657
Gains on disposal of right-of-use for
land use rights (Note 8) (44,834) (34,582)
Net impairment losses/(reversal) on financial assets
and financial guarantee contracts 59,352 (1,181)
Impairment for intangible assets (Note 18) 4,752 -
Provision for impairment of inventories (Note 22) 84,728 22,282
Amortization of deferred income (Note 34) (163,898) (8,940)
(Gains)/losses on disposal of subsidiaries,
associates and joint ventures (Note 8) (7,905) 9,394
Share of net profit of associates and joint ventures (13,416) (13,037)
Finance costs 174,490 73,293
Fair value gains on investment properties (Note 16) (3,060) (231)
Fair value gains on financial instruments (Note 8) (9,957) (18,843)
(Gains)/losses on disposal of
financial instruments (Note 8) (4,598) 409
Changes in working capital:
— Increase in inventories (35,963) (269,377)
— (Increase)/decrease in receivables and
financial assets at fair value through other
comprehensive income (336,151) 439,119
— Increase/(decrease) in contract liabilities 243,020 (62,244)
— Increase in payables 1,213,485 161,232
— Increase in provision and
other current liabilities (135,238) (7,401)
— Decrease/(increase) in restricted cash 10,742 (138,682)
Cash generated from operations 2,961,222 2,076,166
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37

38

COMMITMENTS
Capital commitments
Capital expenditure contracted for at the end of the year but not yet incurred is as follows:

As of December 31,

2020 2019
RMB’000 RMB’000
Construction/purchase of property, plant and equipment 210,558 201,575

BUSINESS COMBINATION

(@) On 30 June 2020, the Company acquired further 28% equity interest of Zhenjiang Shenxing
Taibao Technology Co., Ltd. (“Shenxing Taibao”), a company principally engaged in
manufacturing, handling and the sales of security production, electronic production
as well as parts of automobile and trailer. The consideration of RMB3,080,000 for the
acquisition in cash. Upon the completion of the acquisition of Shenxing Taibao, Shenxing
Taibao became a 51% subsidiary of the Company. The identifiable assets and liabilities of
Shenxing Taibao were recognised and measured at fair value. The excess of the fair value
of the consideration over the identifiable net assets of Shenxing Taibao at fair value was
recognised as goodwill in the consolidated statement of financial position at the acquisition
date.

Details of the purchase consideration, the net assets acquired and goodwill are as follows:

RMB’000
Fair value of equity held before the acquisition date 2,530
Cash paid 3,080
Total purchase consideration 5,610
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38 BUSINESS COMBINATION (Continued)
(@)  (Continued)
The assets and liabilities recognised as a result of the acquisition are as follows:

At fair value

RMB’000

Property, plant and equipment 1,627
Right-of-use assets 410
Intangible assets 24
Other non-current assets 703
Inventories 1,318
Trade and bill receivables 1,155
Prepayment and other receivables 163
Cash and cash equivalents 1,691
Other current assets 578
7,664

Lease liabilities 341
Trade and bill payables 32
Other payables and accruals 606
Contract liabilities 90
1,069

Total identifiable net assets 6,595
Less: non-controlling interest (8,231)
Add: goodwill 2,246
Total purchase consideration 5,610

(i) Acquisition-related costs of acquiring Shenxing Taibao is insignificant.
(i)  The goodwill arising from the acquisition of RMB2,246,000 is attributable to the

synergies expected to be achieved from integrating its operations into the Group’s
existing business. It is not be deductible for tax purpose.
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38

39

BUSINESS COMBINATION (Continued)

(@)  (Continued)

(iii)  Revenue and profit contribution

The acquired business contributed revenues of RMB28,743,000 and net loss of
RMB603,000 to the group for the period from 30 June to 31 December 2020.
If the acquisition had occurred on January 1, 2020, consolidated revenue and
consolidated loss after tax for the year ended 31 December 2020 would have been
RMB29,456,000 and RMB1,623,000 respectively.

(b)  There were no acquisitions in the year ended 31 December 2019.

RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability, directly or indirectly, to control
the other party or exercise significant influence over the other party in making financial and
operational decisions. Parties are also considered to be related if they are subjected to common
control. Members of key management and their close family members of the Group are also
considered as related parties.

The following significant transactions were carried out between the Group and its related parties
during the year ended December 31, 2020 and 2019. In the opinion of the directors of the
Company, the related party transactions were carried out in the normal course of business and
at terms negotiated between the Group and the respective related parties.

(a) Names and relationships with related parties

The following companies are related parties of the Group that had balances and/or
transactions with the Group during the year ended December 31, 2020 and 2019.

Names of the entities Nature of relationship
CIMC Group Ultimate holding company
Yangzhou TonglLee Reefer Container Co., Ltd. Fellow subsidiary
CIMC Yiketong Parts Co., Ltd. Fellow subsidiary
Yangzhou Runyang Logistics Equipment Co., Ltd. Fellow subsidiary
Tianjin CIMC Container Co., Ltd. Fellow subsidiary
Taicang CIMC Reefer Logistics Equipment Co., Ltd. Fellow subsidiary
Shenzhen Zhongji Huijie Supply Chain Co., Ltd. Fellow subsidiary
Shenzhen Southern CIMC Eastern Logistics Equipment

Manufacture Co., Ltd. Fellow subsidiary
Shenzhen Southern CIMC Container Manufacture Co., Ltd. Fellow subsidiary
Shenzhen Southern CIMC Logistics Co., Ltd. Fellow subsidiary
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39 RELATED PARTY TRANSACTIONS (Continued)

(a)

Names and relationships with related parties (Continued)

Names of the entities

Nature of relationship

Shenzhen Southern CIMC Container Service Co. Ltd.

Shenzhen CIMC-Tianda Airport Support Co., Ltd.

Shenzhen CIMC Vehicle Park Investment and Management
Co., Ltd.

Shenzhen CIMC Technology Co., Ltd.

Shenzhen CIMC Production City Development Group
Co., Ltd.

Shenzhen CIMC Investment Holding Co., Ltd.

Shenzhen CIMC Intelligent Technology Co., Ltd.

Shenyang CIMC Industrial Park Investment and Development
Co., Ltd.

Shanghai CIMC Yangshan Logistics Equipments Co., Ltd.

Shanghai CIMC Baowell Industries Co., Ltd.

Shaanxi CIMC Vehicle Industrial Park Investment and
Development Co., Ltd.

Qingdao CIMC Chuangying Composite Material Technology
Co., Ltd.

Qingdao Lida Chemical Co., Ltd.

Qingdao CIMC Special Reefer Co., Ltd.

Qingdao CIMC Reefer Container Manufacture Co., Ltd.

Qingdao CIMC Container Manufacture Co., Ltd.

Qianhai Ruiji Technology Co., Ltd.

Ningbo MRO Trading Co., Ltd.

Nantong CIMC Special Transportation Equipment
Manufacture Co., Ltd.

Langfang CIMC Airport Support Co., Ltd

Jiaxing CIMC Wood Co., Ltd.

Guangdong Xinhui CIMC Special Transportation Equipment
Co., Ltd.

Dongguan Southern CIMC Logistic Equipment Manufacturing
Co.,Ltd.

Dalian CIMC Logistics Equipment Co., Ltd.

Civil Aviation Xie Fa Equipment Co., Ltd.

CIMC Silvergreen GmbH

CIMC Modern Logistic Development Co., Ltd.

CIMC Management and Training (Shenzhen) Co., Ltd.

CIMC Lide Drive Systems (Yangzhou) Co., Ltd.

CIMC Intermodal Development Co., Ltd.

CIMC HK

B CViC Venhicles (Group) Co., Ltd.
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Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
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Fellow subsidiary

Fellow subsidiary

Fellow subsidiary
Fellow subsidiary
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39 RELATED PARTY TRANSACTIONS (Continued)

(a)

Names and relationships with related parties (Continued)

Names of the entities

Nature of relationship

CIMC Finance Co.,Ltd. (“CIMC Financial Institution”)

CIMC Enric Holdings Limited and its subsidiaries

CIMC Eco Material Supply Co., Ltd.

CIMC Capital Ltd.

CIMC Burg B.V. and its subsidiaries

Chengdu CIMC Transportation Equipment Manufacture
Co., Ltd.

C&C Trucks Sales Company Ltd.

C&C Trucks Co., Limited

CIMC Transportation Equipment (International) Holdings
Limited

Shenzhen CIMC Investment Co., Ltd

Shenzhen Jiamei Apartment Management Co., Ltd

CIMC Transportation Technology Co., Ltd

CIMC Cold Chain Development Institution Co., Ltd.

Beheermaatschappij “Burg” B.V.

Zhenjiang Shen Xing Tai Bao Technology Co., Ltd. (Note 19)

Xxentria Technology Materials (China) Co., Ltd.

Shanghai Xinbaiqgin Special Vehicle Co., Ltd. (Note 21)

Shenzhen Shuxiang Technology Co., Ltd.

Shenzhen CIMC Tongchuang Supply Chain Co., Ltd.

Chengdu CIMC Industrial Park Investment and
Development Co.,Ltd.

Ningbo Huaxiang Automotive New Material Technology
Co., Ltd.

CIMC Commercial Tires Inc.

Shenzhen Xinghuo Chelian Technology Co., Ltd.

Jiangsu Wanjing Technology Co., Ltd.

Oriental Post Logistics Technology (Jiangxi) Co. Ltd

NYK Zhenhua logistics (Tianjin) Co. Ltd.

Shanghai Taifuxiangzhong Equity Investment Fund
Partnership enterprise LP

Shenzhen Longyuan Port City Enterprise Management
Center (Limited Partnership)

Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary

Fellow subsidiary
Fellow subsidiary
Fellow subsidiary

Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Associate of the Group
Associate of the Group
Associate of the Group
Associate of the Group
Associate of the Group

Associate of the Group
Associate of the Group
Associate of the Group
Joint venture

Joint venture

Other related party
Other related party
Other related party

Other related party
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39 RELATED PARTY TRANSACTIONS (Continued)
(b) Significant transactions with related parties

In addition to those disclosed elsewhere in these consolidated financial statements, the
following transactions were carried out with related parties.

In the opinion of the directors of the Company, the related party transactions were carried
out in the normal course of business and at terms negotiated between the Group and the

respective parties.

Year ended December 31,

2020 2019
RMB’000 RMB’000
(i) Purchase of goods from
A fellow subsidiary & other related party 269,884 428,960
Associates of the Group 10,643 7,127
Ultimate holding company 29,095 =
Joint ventures 94,792 29,990
404,414 466,077
(i) Sales of goods to
A fellow subsidiary & other related party 225,185 103,038
Associates of the Group 7,718 870
A joint venture 38,223 12,130
271,126 116,038
(iii) Interest income from
Associates of the Group - 309
CIMC Financial Institution 9,181 17,352
Fellow subsidiaries except CIMC
Financial Institution - 364
9,181 18,025
(iv) Interest expenses to
CIMC Financial Institution - 4,401
Ultimate holding company - 3,961
- 8,362
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39 RELATED PARTY TRANSACTIONS (Continued)
(b) Significant transactions with related parties (Continued)

Year ended December 31,

2020 2019
RMB’000 RMB’000
(v) Provision of services to
A fellow subsidiary & other related party 6,607 11,882
Associates of the Group 70 120
Ultimate holding company 368 33
A joint venture 290 302
7,335 12,337
(vi) Purchases of services from
A fellow subsidiary & other related party 70,579 105,764
Associates of the Group 665 44,437
Ultimate holding company 122 -
A joint venture 3,602 407
74,968 150,608
(vii) Acquisition of equity interests
Ultimate holding company - 88,826
(viii) Disposal of equity interests
A fellow subsidiary & other related party 68,233 -
(ix) Purchase of land, property and equipment from
A fellow subsidiary & other related party 57,107 -

CIMC Group had provided properties management services, leased properties and
licensed some trademarks to the Group. For the year ended December 31,2020, the
amount involved in respect of leased properties was RMB1,452,000 (December 31,2019:
RMB1,452,000). For the year ended December 31,2020, for properties management
services and licensed trademarks, the amount involved was RMB2,000 (2019: nil).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

39 RELATED PARTY TRANSACTIONS (Continued)
(c) Balances with related parties

As of December 31,

2020 2019
RMB’000 RMB’000
(i) Cash
CIMC Financial Institution 637,863 685,065
(i) Trade and bill receivables
A fellow subsidiary & other related party 94,838 52,103
Associates of the Group 8,592 119
A joint venture 20,139 9,736
Ultimate holding company — 33
123,569 61,991
(iii) Financial assets at fair value through other
comprehensive income
A fellow subsidiary & other related party 13,500 18,232
A Joint ventures 9,010 7,255
22,510 25,487
(iv) Prepayments
Associates of the Group - 1,755
Ultimate holding company 9,559 =
A fellow subsidiary & other related party 12,635 4,657
22,194 6,412
(v) Other receivables
A fellow subsidiary & other related party 24,713 26,378
Ultimate holding company 569 22,001
Joint ventures 216 3,285
Associates of the Group 3,010 2,458
28,508 54,122

Other receivables from related parties were unsecured, interest-free and repayable on
demand. They are non-trade nature.

P CVC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

39 RELATED PARTY TRANSACTIONS (Continued)
(c) Balances with related parties (Continued)

(vi) Loans to related parties

Year ended December 31,

2020 2019
RMB’000 RMB’000
Loans to ultimate holding company
Beginning of the year - 75,000
Repayment - (75,000)
End of year

Year ended December 31,

2020 2019
RMB’000 RMB’000
Loans to fellow subsidiaries
Beginning of the year - 60,790
Repayment - (60,790)
End of year

Year ended December 31,

2020 2019
RMB’000 RMB’000
Loans to associates of the Group
Beginning of the year - 39,056
Repayment - (39,056)
End of year
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

39 RELATED PARTY TRANSACTIONS (Continued)
(c) Balances with related parties (Continued)

(vii) Loans from related parties

Year ended December 31,

2020 2019
RMB’000 RMB’000

Loans from ultimate holding company
Beginning of the year - 368,930
Loan repayments made - (368,930)

End of year

Year ended December 31,

2020 2019
RMB’000 RMB’000

Loans from fellow subsidiaries
Beginning of the year - 531,135
Loans advanced - 31,700
Loan repayments made - (562,835)

End of year

P CViC Venhicles (Group) Co., Ltd.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

39 RELATED PARTY TRANSACTIONS (Continued)
(c) Balances with related parties (Continued)

As of December 31,

2020 2019
RMB’000 RMB’000
(viii) Trade and bill payables
A fellow subsidiary & other related party 72,318 70,791
Joint ventures 38,002 16,221
Associates of the Group 2,279 1,626
112,599 88,638
(ix) Other payables
A fellow subsidiary & other related party 146,594 132,316
Ultimate holding company 1,005 23,131
Associates of the Group - 5
147,599 155,452
(x) Contract liabilities
A fellow subsidiary & other related party 503 128
Associates of the Group 2,382 -
2,885 128

Other payables to related parties are unsecured, interest-free, and repayable on demand.
They are non-trade nature.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

39 RELATED PARTY TRANSACTIONS (Continued)
(d) Key Management compensation

The compensation paid or payable to the management personnel (including directors,
CEO, supervisor and other senior executives) for employee services are shown below:

Year ended December 31,

2020 2019

RMB’000 RMB’000

Wages, salaries and bonuses 25,042 24,489
Pension costs and other employee benefits 378 779
Others 240 20
25,660 25,288

(e) Financial guarantee for vehicle mortgage loans provided to

Year ended December 31,

2020 2019
RMB’000 RMB’000
A fellow subsidiary & other related party 574,879 624,587

40 GUARANTEE
(a) Financial guarantees

The Group entered into financial guarantee contracts related to vehicle loans mainly
with China Merchants Bank, CIMC Finance Company Ltd.,China Guangfa Bank and
China Industrial Bank to provide guarantees in respect of banking facilities granted to
dealers and customers of the Group who had drawn down loans under banking facilities
granted to settle outstanding payables arising from purchasing of vehicles from the
Group. As of December 31, 2020, the outstanding balance of the above guarantees
provided by the Group to dealers and customers totalled RMB2,288,328,000 (December
31, 2019: RMB1,786,026,000), and the bank deposit pledged for these guarantees were
RMB169,556,000 (December 31, 2019: RMB139,429,000).

(b) Outstanding performance bond and letter of credit

As of December 31, 2020, the Group had outstanding performance bond and letter of credit
totally RMB9,478,000 (December 31, 2019: RMB4,094,000).

BT cVC Venhicles (Group) Co., Ltd.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

41

EVENTS AFTER THE BALANCE SHEET DATE

On July 30, 2020, the Coalition of American Chassis Manufacturers, consisting of five enterprises,
being Cheetah Chassis Corporation, Hercules Enterprises, LLC, Pitts Enterprises, Inc., Pratt
Industries, Inc., and Stoughton Trailers, LLC, submitted written applications to the United States
International Trade Commission (“U.S. ITC”) and the U.S. Department of Commerce (“U.S. DOC”),
requesting an anti-subsidy and anti-dumping investigation into the chassis trailers and their
components imported from China (“Anti-dumping and Anti-subsidy Investigation”). On January
4, 2021 and March 4, 2021 (U.S. time), the U.S. DOC published the preliminary affirmative
determination on Anti-dumping and Anti-subsidy Investigation on the Federal Register of the
U.S. government (“Federal Register”), respectively, which set out the anti-subsidy and anti-
dumping deposit rate for the chassis trailers and subassemblies exported to the United States
from the date of publication of preliminary determination on the Federal Register on and after.
On March 22, 2021 (U.S. time), the U.S. DOC published the final affirmative countervailing duty
determination on the Federal Register. The U.S. ITC will make the final determination within 45
days from the date of the publication of the final determination of the U.S. DOC. In the meantime,
the deposit rate of the anti-subsidy guarantee deposits in the final determination by the U.S.
DOC will remain in effect.

As of the date of approval of these financial statements, the Anti-dumping and Anti-subsidy
Investigation has entered the investigation stage of the final determination from the U.S. DOC
and the U.S. ITC. It is expected that the U.S. DOC will make the final anti-dumping determination
during May 2021, and the U.S. ITC will make the final anti-subsidy and anti-dumping determination
during April 2021 to June 2021, and the above-mentioned final deposit rate and the final actual
amount of the anti-subsidy and anti-dumping guarantee deposits that need to be paid are still
uncertain. The Group will continue to keep a closed eye on the development of the above-
mentioned event and evaluate their impact on the operational and financial conditions of the
Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

42 BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY

As of December 31,

2020 2019
RMB’000 RMB’000
ASSETS
Non-current assets
Property, plant and equipment 15,787 8,526
Right-of-use assets 5,293 =
Intangible assets 9,351 1,702
Investments accounted for using the equity method 155,799 187,719
Investments in subsidiaries 3,758,551 3,462,658
Deferred tax assets - 38,690
Other non-current assets 4,846 244
3,949,627 3,699,539
Current assets
Other current assets 26,631 11,689
Tax recoverable 8,935 —
Trade and bill receivables 248,313 236,455
Prepayments and other receivables 1,374,682 1,478,786
Other current assets 1,392,971 1,722,408
3,051,532 3,449,338
Total assets 7,001,159 7,148,877
Equity and liabilities
Equity attributable to the owners of the Company
Share capital 1,765,000 1,765,000
Reserves (a) 3,519,168 3,465,528
Retained earnings (a) 708,571 1,038,245
Total equity 5,992,739 6,268,773

BTV CVC Venhicles (Group) Co., Ltd.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

42

BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY (Continued)

As of December 31,

2020 2019
RMB’000 RMB’000
Liabilities
Non-current liabilities
Leases liabilities 3,289 —
3,289 -
Current liabilities
Trade and bill payables 526 2,931
Other payables and accruals 997,733 590,786
Contract liabilities 2,141 2,920
Borrowings - 283,467
Lease liabilities 2,400 -
Other current liabilities 2,331 —
1,005,131 880,104
Total liabilities 1,008,420 880,104
Total equity and liabilities 7,001,159 7,148,877

The balance sheet of the Company was approved by the Board of Directors on March 25, 2021

and was signed on its behalf.

Mai Boliang

Chairman

Li Guiping

Director
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

42 BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY (Continued)
(a) Reserve movement of the Company
Share Other Total Retained

premium reserves reserves earnings
RMB’000 RMB’000 RMB’000 RMB’000

As of January 1, 2019 2,130,450 94,645 2,225,095 491,958
Total comprehensive income
for the year — - - 1,051,430
Disposal of subsidiaries - 2,553 2,553 -
Dividend - - - (400,000)
Transfer of statutory
surplus reserves - 105,143 105,143 (105,143)
IPO 1,132,737 - 1,132,737 -
As of December 31, 2019 3,263,187 202,341 3,465,528 1,038,245
Share Other Total Retained
premium reserves reserves earnings

RMB’000 RMB’000 RMB’000 RMB’000

As of January 1, 2020 3,263,187 202,341 3,465,528 1,038,245
Total comprehensive income

for the year - - - 516,196
Dividend - - - (794,250)
Transfer of statutory

surplus reserves - 51,620 51,620 (51,620)
Others - 2,020 2,020 -

As of December 31, 2020 3,263,187 255,981 3,519,168 708,571

The balance sheet of the Company was approved by the Board of Directors on March 25,
2021 and was signed on its behalf.

Mai Boliang Li Guiping

Chairman Director

Y CVC Venhicles (Group) Co., Ltd.



FIVE-YEAR FINANCIAL SUMMARY

The following table summarizes the results of our Group for each of the five years ended
December 31, 2016, 2017, 2018, 2019 and 2020.

Year ended December 31,

2016 2017 2018 2019 2020
RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
Operating results:
Revenue 14,555,633 19,366,989 24,168,174 23,220,206 26,247,156
Gross profit 2,205,743 2,848,324 3,159,308 2,984,769 3,060,545
Operating profit 1,042,512 1,315,128 1,621,379 1,585,875 1,517,698
Profit before income tax 1,023,172 1,271,711 1,552,754 1,570,743 1,517,701
Profit for the year 752,774 1,011,521 1,232,002 1,326,461 1,269,347
Profit attributable to owners
of the Company 730,077 964,380 1,142,924 1,210,643 1,131,545
Earnings per share
(expressed in RMB
per share):
— Basic and diluted 0.49 0.64 0.76 0.75 0.64
As of December 31,
2016 2017 2018 2019 2020
RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
Assets and liabilities:
Cash and cash equivalents 1,780,266 2,810,813 2,616,979 3,791,161 4,269,376
Current assets 9,605,906 10,996,451 11,138,656 12,362,552 12,965,531
Total assets 14,796,064 16,251,477 16,560,642 18,681,084 19,825,160
Borrowings (non-current) 1,148,622 184,363 310,604 88,500 394,844
Borrowings (current) 1,013,336 2,265,870 1,980,645 1,566,176 830,613
Current liabilities 6,330,114 8,568,625 8,145,632 8,121,175 8,608,895
Net current assets 3,275,792 2,427,826 2,993,024 4,241,377 4,356,636
Total liabilities 7,717,204 9,242,065 8,612,933 8,460,410 9,376,460
Total assets less current
liabilities 8,465,950 7,682,852 8,415,010 10,559,909 11,216,265
Total equity 7,078,860 7,009,412 7,947,709 10,220,674 10,448,700
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FIVE-YEAR FINANCIAL SUMMARY (continueq)

Year ended December 31,

2016 2017 2018 2019 2020
Key financial indicators:
Gross profit margin 15.2% 14.7% 13.1% 12.9% 11.7%
Operating profit margin 7.2% 6.8% 6.7% 6.8% 5.8%
Net profit margin 5.2% 5.2% 5.1% 5.7% 4.8%
Current ratio (note 1) 1.5 1.3 1.4 1.5 1.5
Quick ratio (note 2) 1.0 0.9 0.9 1.1 1.1
Return on total assets (note 3) 5.5% 6.5% 7.5% 7.5% 6.6%
Return on equity (note 4) 11.1% 14.4% 16.5% 14.6% 12.3%
Note:
1, Equal to total current assets divided by total current liabilities.
2, Equal to current assets excluding inventories divided by total current liabilities.
& Equal to annual net profit divided by the average balance of total assets for the beginning and the

end of the year.

4, Equal to annual net profit of the Group divided by the average balance of total equity for the beginning

and the end of the year.

BT cVC Vehicles (Group) Co., Ltd.



DEFINITIONS

For the purpose of this report, unless the context otherwise requires, the following terms shall
have the meanings set out below:

‘2020 AGM” the 2020 annual general meeting or its adjournment to be
convened and held by the Company on Monday, May 31,
2021

“A Shares” ordinary share(s) proposed to be issued by the Company

pursuant to the A Share Offering, with a nominal value of
RMB1.00 each, which will be listed on the ChiNext Market
of the Shenzhen Stock Exchange and traded in RMB

“A Share Offering” the initial public offering by the Company of A Shares
proposed to be listed on the ChiNext Market of the
Shenzhen Stock Exchange

“Articles of Association” the articles of association of the Company, as amended
from time to time

“Articles of Association (Draft) Articles of Association (draft), the Rules of Procedure for
and Appendixes Thereto” the General Meeting, Rules of Procedures for the Board,
Rules of Procedure for the Supervisory Committee, which
become effective upon listing on the ChiNext Market of the

Shenzhen Stock Exchange

“Audit Committee” the audit committee under the Board
“Board” or “Board of Directors”  the board of Directors of the Company

“Company” CIMC Vehicles (Group) Co., Ltd. (FR&EEH (£E) i
B ABRAF]) (including our predecessor, CIMC Vehicles
(Group) Co., Ltd. (F&&E#H (£E) ARAA) ), ajoint
stock company with limited liability established under the
laws of the PRC on August 29, 1996

“Controlling Shareholder(s)” has the meaning ascribed to it under the Listing Rules and,
unless the context requires otherwise, refers to CIMC and/

or CIMC Hong Kong, as the case may be

“Corporate Governance Code”  the Corporate Governance Code as set out in Appendix
14 to the Listing Rules
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DEFINITIONS (Continued)

“Chi Xiao”

“CIMC”

“CIMC Financial Institution”

“CIMC Group”

“CIMC Enric”

“CIMC Hong Kong” or
“CIMC HK”

“CIMC Ruijiang”

“‘CSRC”

“Director(s)”

“Domestic Share(s)”

I3 c'VC Venhicles (Group) Co., Ltd.

Chi Xiao Enterprise Co., Ltd. (FREEDZEBR AR , a
limited liability company established in the PRC, and our
Substantial Shareholder

China International Marine Containers (Group) Co., Ltd. (
TEEFSESEE (5B) BIDBARAT) , a joint stock
company incorporated in the PRC on January 14, 1980
and listed on the Shenzhen Stock Exchange (stock code:
000039) and the Hong Kong Stock Exchange (stock code:
2039), and the Controlling Shareholder of the Company

CIMC Finance Co., Ltd. (F&SEHBERAE]) , alimited
liability company established in the PRC on February 9,
2010, a wholly owned subsidiary of CIMC

CIMC and its subsidiaries

CIMC Enric Holdings Limited (FE&ZIHEHERBRAF]) |
a company listed on the Main Board of the Hong Kong
Stock Exchange (stock code: 03899), and a non-wholly
owned subsidiary of CIMC

China International Marine Containers (Hong Kong)
Limited (FEIEER/GESEM (F/8) GRAF) , alimited
liability company incorporated in Hong Kong on July 30,
1992, and a wholly owned subsidiary of CIMC and the
promoter and Controlling Shareholder of the Company

Wuhu CIMC Ruijiang Automobile Co., Ltd. (&7 15,15
B AHR/AR]), a limited liability company established in the
PRC on March 26, 2007, and a subsidiary of the Company

China Securities Regulatory Commission (7 B 5B E
ERZER)

the director(s) of the Company
ordinary share(s) in the share capital of the Company, with

a nominal value of RMB1.00 each, which are subscribed
for and paid up in Renminbi



DEFINITIONS (Continued)

“Dongguan CIMC” Dongguan CIMC Special Vehicle Co., Ltd. (RzeF 55
BAHR/AT]), a limited liability company established in the
PRC on July 21, 2014, and a subsidiary of the Company

“Global Offering” the offer of H Shares by the Company for subscription
by the public in Hong Kong, and in offshore transactions
outside the United States and only to Qualified Institutional
Buyers (QIBs) in the United States, the details of which
are set out in the Prospectus

“Proceeds from the Global the proceeds received upon the completion of the Global
Offering” or “Raised Funds” Offering of H Shares on the Main Board of the Hong Kong
Stock Exchange on July 11, 2019

“Group” or “we” the Company and its subsidiaries (unless the context
otherwise requires)

“H Share(s)” overseas listed foreign ordinary shares in the share capital
of the Company with a nominal value of RMB1.00 each,
which are listed and traded on the Hong Kong Stock

Exchange
“HK$” or “HK dollars” Hong Kong dollars, the lawful currency of Hong Kong
“‘Hong Kong” or “HK” the Hong Kong Special Administrative Region of the PRC

‘Hong Kong Stock Exchange” The Stock Exchange of Hong Kong Limited

“CIMC Huajun” Zhumadian CIMC Huajun Vehicle Co., Ltd. (5 /5 &%
kAR /AR]), a limited liability company established
in the PRC on October 30, 1997, and a subsidiary of the

Company
“Listing” listing of our H Shares on the Hong Kong Stock Exchange
“Listing Date” July 11, 2019
“Listing Rules” the Rules Governing the Listing of Securities on The

Stock Exchange of Hong Kong Limited, as amended,
supplemented or otherwise modified from time to time
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DEFINITIONS (Continued)

‘Longyuan Investment”

“Nanshan Group”

“Model Code”

“Nomination Committee”

“Ping An Decheng”

“Ping An Financial”

“Ping An Group”

“Ping An Health Partnership”

“Ping An Life Insurance”

“PRC” or “China”

CIMC Vehicles (Group) Co., Ltd.

Shenzhen Long Yuan Gang Cheng Investment and
Development Co., Ltd. OURIITBEREBMEEZRER BRI
A7]) , alimited liability company established in the PRC
on December 14, 2015

China Nanshan Development (Group) Co., Ltd. (R EIFg
IWFEE (RE) BRMHBMRAF) , alimited liability company
established in the PRC, and our Substantial Shareholder

the Model Code for Securities Transactions by Directors
of Listed Issuers as set out in Appendix 10 to the Listing
Rules

the nomination committee under the Board

Shenzhen Ping An Decheng Investment Limited Company (
ALK ERRAR) , alimited liability company
established in the PRC on September 9, 2008 and the
general partner of Shanghai Taifu and Taizhou Taifu

Shenzhen Ping An Financial Technology Consulting Co.,
Ltd. ORYIFLZ2BEHEARBRAR) , a limited liability
company established in the PRC, and our Substantial
Shareholder

Ping An Insurance (Group) Company Ltd. (FFEISEZ{RER (
£E) BB ZAT) ,ajoint stock company incorporated
in the PRC with limited liability and listed on the Shanghai
Stock Exchange (stock code: 601318) and the Hong Kong
Stock Exchange (stock code: 2318), and our Substantial
Shareholder

Shenzhen Ping An Health Technology Equity Investment
Partnership (Limited Partnership) ORI FZ& 2R
RiEREE#LE (BRE%) ), a limited partnership
established in the PRC, and our Substantial Shareholder

Ping An Life Insurance Company of China, Ltd. (1
T NERBRMARAEF) , a limited liability company
established in the PRC, and our Substantial Shareholder

the People’s Republic of China, excluding, for the purpose
of this report, Hong Kong, the Macau Special Administrative
Region of the PRC and Taiwan



“Prospectus”

“Remuneration Committee”

“Reporting Period” or “the Year”

“RMB” or “Renminbi”

“Securities and Futures
Ordinance” or “SFO”

“Shanghai Taifu”

“Share(s)”

“Shareholder(s)”

“Shenzhen Longhui”

“Shenzhen Longyuan”

“Strategy and Investment
Committee”

“Substantial Shareholder(s)”

“Supervisor(s)”

DEFINITIONS (Continued)

the prospectus of the Company dated June 27, 2019 in
connection with the Global Offering

the remuneration committee under the Board
the year ended December 31, 2020
Renminbi, the lawful currency of the PRC

the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong), as amended, supplemented or
otherwise modified from time to time

Shanghai Tai Fu Xiang Zhong Equity Investment Fund
Partnership (Limited Partnership) (_E/8KE & RIERE
BE&ABLE (BRA%) ), alimited liability partnership
established in the PRC on December 18, 2015, and the
promoter and Shareholder of the Company

ordinary share(s) in the share capital of the Company with
a nominal value of RMB1.00 each, comprising Domestic
Share(s), Unlisted Foreign Share(s) and H Share(s), as
the case may be

holder(s) of our Share(s)

Shenzhen Long Hui Gang Cheng Enterprise Management
Center (Limited Partnership) CFIJITTEEE SR B EEEH L
(BER&%) ) , alimited liability partnership incorporated
in the PRC on May 11, 2017, and a shareholder of
Xiangshan Huajin
Shenzhen Long Yuan Gang Cheng Enterprise Management
Center (Limited Partnership) CFIITEEREMR B EEEH L
(BBRA%) ) , alimited liability partnership incorporated
in the PRC on April 29, 2016, and the promoter and
Shareholder of the Company

the strategy and investment committee under the Board

has the meaning ascribed to it under the Listing Rules

member(s) of the Supervisory Committee
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DEFINITIONS (Continued)

“Supervisory Committee”

“Taizhou Taifu”

“Unlisted Foreign Share(s)”

“Xiangshan Huajin”

“Xi’an CIMC”

CIMC Vehicles (Group) Co., Ltd.

the supervisory committee of the Company

Taizhou Tai Fu Xiang Yun Equity Investment Partnership
(Limited Partnership) (AMAEHEERBERESHLE

(BRA%E) ), a limited liability partnership established
in the PRC on November 28, 2017, and the promoter and
Shareholder of the Company

unlisted ordinary share(s) in the share capital of the
Company with a nominal value of RMB1.00 each held by
CIMC HK and Sumitomo Corporation before the Listing

Xiang Shan Hua Jin Industrial Investment Partnership
(Limited Partnership) (RILESEXREGELE (AR
&%) ) (previously known as Xiang Shan Hua Jin Equity
Investment Partnership (Limited Partnership) (5L
cREREGERLE (BREE) ) ), a limited liability
partnership established in the PRC on November 22, 2017,
and the promoter and Shareholder of the Company

CIMC-SHAC (Xi’an) Special Vehicles Co., Ltd. (FREEES
5K (A%) EHEAMRAF]) , alimited liability company
established in the PRC on September 20, 2006, and a
subsidiary of the Company



hEER(EE)ROBRAT
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