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Overview

The Board of Directors (the “Board”) of BAIC Motor
Corporation Limited (the “Company”) presents the unaudited
interim condensed financial information of the Company and
its subsidiaries (collectively referred to as the “Group” or “our
Group” or “We” or “our”) for the six months from January 1
to June 30, 2018 (“first half of 2018” or “Reporting Period”).
The condensed financial information has been prepared
in accordance with International Accounting Standard 34
“Interim Financial Reporting” issued by the International
Accounting Standards Board and the requirements of the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

The interim results of the Group for 2018 have been
approved by the Board. The unaudited interim condensed
financial information set out in this report has been reviewed
by PricewaterhouseCoopers, auditor of the Company.

In the first half of 2018, the passenger vehicle sector in
China experienced a new normal growth, with accelerated
industry reform, so industry restructuring and upgrade
became an inexorable trend. Even against the backdrop of
increased market competition, the Group achieved a healthy
growth in results: During the Reporting Period, Beijing Brand,
Beijing Benz, Beijing Hyundai and Fujian Benz of the Group
sold a total of 0.72 million units of vehicles, representing a
year-on-year increase of 13.7%; achieved the consolidated
revenue of RMB76,902.2 million, representing a year-on-year
increase of 15.2%; and recorded a profit attributable to equity
holders of the Company of RMB2,820.3 million, representing
a year-on-year increase of 186.1%, and earnings per share
of RMBO0.36, representing a year-on-year increase of 176.9%.

The Board did not present any proposal on paying interim
dividends for the Reporting Period.

BJ40 PLUS




PART ONE
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PART TWO

SUMMARY OF FINANCIAL AND BUSINESS INFORMATION

I. Major Financial Summary

Summary of comprehensive financial information of the Group for the first half of 2018 is as follows:

Unit: RMB million

Six months ended June 30

Item 2018 2017
(Unaudited) (Unaudited)
Revenue 76,902 66,737
Cost of sales (56,465) (49,246)
Gross profit 20,437 17,491
Selling and distribution expenses (6,334) (6,219)
General and administrative expenses (2,766) (2,123)
Other gains/(losses), net 50 (809)
Finance costs, net (237) (326)
Share of profit/(loss)of investments accounted for using equity method 582 (132)
Profit before income tax 11,732 7,882
Income tax expense (3,686) (2,834)
Profit for the year 8,046 5,048
Profit attributable to
Equity holders of the Company 2,820 986
Non-controlling interests 5,226 4,062
Total assets, total liabilities and interests attributable 2018 2017
to equity holders of the Company June 30 December 31
(Unaudited) (Audited)
Total assets 174,928 167,403
Total liabilities 111,407 107,762
Interests attributable to equity holders of the Company 47,324 40,836
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SUMMARY OF FINANCIAL AND BUSINESS INFORMATION

Il. Major Performance Summary

The sales volume of vehicles of each passenger vehicle business segment of the Group for the first half of 2018 is as follows:

Business segment

Unit: unit

First half of 2018 First half of 2017

Cumulative Cumulative

sales volume sales volume

Beijing Brand 73,473 110,651
Senova 32,392 42,642
BJ 17,138 15,801
New energy 14,933 12,215
Wevan (Nete) 9,010 39,993
Beijing Benz 252,050 210,809
Beijing Hyundai 380,098 301,277
Fujian Benz 13,983 10,103

Note: As of the Latest Practicable Date, the Company was promoting work in relation to the disposal of the Wevan business and related assets to
Beijing Automotive Group Co., Ltd. (“BAIC Group”), the Controlling Shareholder of the Company, and its subsidiaries.
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PART THREE

COMPANY PROFILE AND BUSINESS OVERVIEW

I. Overview

We are a leading enterprise of passenger vehicles in China,
and are one of the enterprises of passenger vehicles with
the most optimized brand layout and business system in
the industry. Our brands cover business segments such
as joint venture premium passenger vehicles, joint venture
premium commercial vehicles, joint venture mid- to high-end
passenger vehicles and proprietary brand passenger
vehicles, which can maximally satisfy various consumers’
demands, and we are also the leader of pure electric
passenger vehicle market in China.

The Company completed its H Shares initial public offering
and was listed on the Main Board of The Stock Exchange
of Hong Kong Limited (“Stock Exchange” or “Hong Kong
Stock Exchange”) on December 19, 2014 (H Share stock
abbreviation: BAIC Motor; H Share stock code: 1958); on
December 5, 2017, the special resolution on proposed initial
public offering and listing of A shares was approved at the
2017 second extraordinary General Meeting of the Company.
At present, the Group is promoting relevant work for issuance
of A shares.

Il. Major Business Operations

The Group’s major business operations include research
and development, manufacturing, sales and after-sale
services of passenger vehicles, production of core parts and
components of passenger vehicles, car financing and other
related businesses. We keep developing industry chains and
strengthening our brands.

Passenger Vehicles

Our passenger vehicle business is conducted through four
business segments, namely Beijing Brand, Beijing Benz,
Beijing Hyundai and Fujian Benz.

1. Beijing Brand

Beijing Brand is our proprietary brand, and the Company
holds the entire interest of Beijing Brand’s business.
Currently, business of Beijing Brand is operated under four
series, i.e. Senova, BJ, New Energy Vehicle and Wevan,
which are now selling over ten models on the market,
covering a full range of sedans, SUV, CUV, MPV models and
new energy vehicles.

BJ

“BJ” series is a pioneer brand of BAIC which is inherited from
the half century long military vehicle with a strong DNA of
hard style off-road vehicle. “Pure Cross-Country, Absolutely
Boundless” is the brand philosophy of BJ. With the brand
vision of “No.1 off-road vehicle brand in China”, it aims to
create the brand attribute of “pure inheritance, professional
skill, military vehicle quality and hard style”.

Senova

“Senova” is a mid- to high-end passenger vehicle product
series under the proprietary brands of the Company and is
targeted at customers who value both vehicle performance
and high-quality life. “Dedication to Performance” is the brand
philosophy of Senova. It aims to create the brand attribute of
“German quality, intelligent driving, metropolitan beauty and
innovative technology”.

Mercedes-Be

All New E-Class
L Sedan
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New Energy Vehicle

Along with manufacturing of traditional oil powered passenger
vehicles, Beijing Brand has also made efforts to promote
production of new energy products and made arrangement
for designing technical routes, development and production
of pure electric and hybrid electric products.

In terms of pure electric new energy vehicle, Beijing Brand
has produced many pure electric new energy vehicle models
developed from traditional oil-powered car models. The
major vehicle models continue to be industry-leading, with a
mileage range in the integrated operating condition reaching
416 km.

In terms of hybrid electric product planning, Beijing Brand
plans to complete the upgrade from traditional oil-powered
products to hybrid electric products through a two-step
process: From the end of 2019 to the beginning of 2020, it
will concurrently complete upgrade of existing vehicle models,
A-Class and B-Class sedans and A-Class SUV models to
48V products; from 2020, it will develop new products in
comprehensive consideration of gasoline engine, 48V hybrid
electric vehicle model, HEV model and plug-in hybrid electric
vehicle model.

Wevan

The “Wevan” series focuses on CUV and MPV models,
and targets at small and micro businesses and individuals.
“Leading to blissful future” is the brand essence of Wevan.

2. Beijing Benz

Beijing Benz Automotive Co., Ltd. (“Beijing Benz”) is a
subsidiary of the Company. The Company holds 51.0% equity
interest in Beijing Benz, while Daimler AG (“Daimler AG”)
and its wholly-owned subsidiary, Daimler Greater China Ltd.
(“Daimler Greater China”), together hold 49.0% equity interest
in Beijing Benz. Beijing Benz commenced the manufacturing
and sales of passenger vehicles of Mercedes-Benz brand in
2006.

Beijing Benz has constructed two vehicle plants, one engine
plant and one research and development center, all of which
have been put into production. It is constructing another
engine plant, pure electric passenger vehicle plants and
power battery factory, and is promoting the development
of the production base for high-end passenger vehicles
transformed on the basis of Shunyi Plant under Beijing Brand

of the Company. All of the aforesaid production facilities are
located in Beijing. In terms of products, Beijing Benz currently
manufactures and sells four types of Mercedes-Benz
vehicles, namely the E-Class sedan, the C-Class sedan, GLC
SUV and GLA SUV.

3. Beijing Hyundai

Beijing Hyundai Motor Co., Ltd. (“Beijing Hyundai”) is a
joint venture of the Company. The Company holds 50.0%
equity interest in Beijing Hyundai through its subsidiary
BAIC Investment Co., Ltd. (“BAIC Investment”), while
Hyundai Motor Company (“Hyundai Motor”) holds another
50.0% equity interest in Beijing Hyundai. Beijing Hyundai
commenced the manufacturing and sales of passenger
vehicles of Hyundai brand in 2002.

With five vehicle plants, corresponding engine plants in
China and one technology center in Beijing, Beijing Hyundai
currently manufactures and sells over ten types of vehicles,
covering a full range of major sedan models including
middle class, compact and A0-Class models, as well as SUV
models. Since the date on which the first product was rolled
off the production line, Beijing Hyundai has sold a total of
over 9 million units of passenger vehicles of Hyundai brand.

4. Fujian Benz

Fujian Benz Automotive Co., Ltd. (“Fujian Benz”) is a
joint venture of the Company. The Company holds 35.0%
equity interest in Fujian Benz, and establishes an act-in-
concert agreement with Fujian Motor Industry Group Co.
(“FJIMOTOR?”), which holds 15.0% equity interest in Fujian
Benz. The consensus will be reached while making decisions
regarding the operation, management and other matters of
Fujian Benz, as well as exercising the power by the directors
appointed by FJMOTOR. Daimler Vans Limited (Hong Kong)
holds the remaining 50.0% equity interest in Fujian Benz.
Fujian Benz commenced the manufacturing and sales of MPV
of Mercedes-Benz brand in 2010. With the launch of the new-
generation Mercedes-Benz V-Class model, Fujian Benz further
strengthened its industry position and competitive strength.
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Core Parts and Components for Passenger
Vehicles

Besides manufacturing of whole vehicles, we also produce
engines, powertrain, and other core parts and components
for passenger vehicles through the production bases of
Beijing Brand, Beijing Benz and Beijing Hyundai.

In respect of Beijing Brand, we manufacture engines,
transmissions and other core automobile parts and
components through entities including BAIC Motor Powertrain
Co., Ltd. and Beijing Beinei Engine Parts and Components
Co., Ltd., mainly for use in our whole vehicles as well as for
sale to other automobile manufacturers.

Beijing Benz commenced to manufacture engines in 2013
and owns the first and the biggest engine manufacturing base
of Daimler Group outside Germany. At present, Beijing Benz
has one constructed engine plant and one engine plant under
construction manufacturing products including M264, M270,
M274 and M276 engines, and will successively manufacture
various types of engines.

In the second half of 2017, Beijing Benz commenced
construction of a power battery factory. Products produced
will be assembled into Mercedes-Benz electric vehicle
products to be launched in 2019. During the Reporting
Period, the power battery factory was under construction.

Beijing Hyundai commenced to manufacture engines in 2004.
Its specific product offerings cover six major series including
Gamma1.6 MPI/GDI and Gamma1.6 Turbo-GDI. The engines
produced are industry-leading in terms of technology and
power, etc. The products are mainly for use in Hyundai-
branded passenger vehicles manufactured by Beijing Hyundai.

Car Financing

We conduct car financing and automobile aftermarket-related
businesses of Beijing Brand, Mercedes-Benz brand and
Hyundai brand through associates including BAIC Group
Finance Co., Ltd., Mercedes-Benz Leasing Co., Ltd. (“MBLC”)
and Beijing Hyundai Auto Finance Co., Ltd., and continuously
promote rapid development of car financing businesses
by methods including capital investment and business
cooperation.
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Other Related Businesses

In the first half of 2018, we continued to conduct research
and development of high-end passenger vehicles, auto
intelligentization, light materials research and automobile
aftermarket-related businesses through relevant joint
ventures.

lll. Industry Development in the First
Half of 2018

According to the statistics of National Bureau of Statistics,
in the first half of 2018, China’s GDP reached RMB41,896.1
billion, representing a year-on-year increase of 6.8% on
comparable price basis, indicating a stable performance
in economy of China as a whole. Against the backdrop
of changes in domestic and foreign environments which
were extremely complicated and tough, in the process of
further economic structural adjustment and the replacement
and transformation of old drivers with new drivers, the
macroeconomic policy focused on reform promotion and
structural adjustment. In the first half of the year, under
downward pressure, the economic development was stable
with a tendency towards a slowdown, providing less support
for the passenger vehicle market.

According to the statistics of China Association of Automobile
Manufacturers, the sales volume of passenger vehicles in
China in the first half of 2018 was 11.775 million, representing
a year-on-year increase of 4.6%, indicating a slowdown in
the domestic market demand. In terms of sales of four types
of passenger vehicles, the sales volume of sedans and SUVs
increased by 5.5% and 9.7% year-on-year respectively, and
the sales volumes of MPVs and CUVs decreased by 12.7%
and 25.9% year-on-year respectively.

In the first half of 2018, the sales volume of Chinese-branded
passenger vehicles reached 5.109 million units, representing
a year-on-year increase of 3.4%, and accounting for 43.4%
of the total sales volume of passenger vehicles, representing
a year-on-year decrease of 0.5 percentage point. In terms of
Chinese brands, sedan and SUV products outperformed in
respective market segments. The sales volume of Chinese-
branded sedans was 1.194 million units, representing a year-
on-year increase of 12.2% and accounting for 21% of the
total sales volume of sedans; the sales volume of Chinese-
branded SUVs was 2.994 million units, representing a year-
on-year increase of 10.9% and accounting for 60.3% of the
total sales volume of SUVs.
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In the first half of 2018, the sales volume of new energy
vehicles was 412 thousand units, representing a year-on-year
increase of 111.5%, indicating a rapid year-on-year growth.
Among which, the sales volume of pure electric vehicles was
313 thousand units, representing a year-on-year increase of
96.0%; the sales volume of plug-in hybrid electric vehicles
was 99 thousand units, representing a year-on-year increase
of 181.6%.

In terms of industrial regulation policies, in the first half
of 2018, policies were published frequently, such as
confirmation of the schedule for removing the restriction on
shareholding percentages in foreign invested enterprises in
the automobile industry, implementation of the dual-credit
scheme, more strict approval mechanism for automobile
production capacity, tariff adjustment for imported vehicles
and parts, adjustment of subsidy policies for new energy
vehicles, and adjustment of preferential treatment on sedan
purchase taxes. These regulatory opinions and policies will
have a profound influence on the future development of the
automobile industry in China.

IV. Operational Performance of the
Group in the First Half of 2018

Operational Performance by Brands

In the first half of 2018, the Group achieved steady operation
of all brand businesses and overall good performance, as it
actively responded to various challenges including industrial
policy adjustment, automobile tariff policy adjustment, stricter
regulation policies and more intensified industrial competition.

1. Beijing Brand

Affected by increased industrial competition and internal
factors including periodic changes of products and product
structural adjustment, the sales volume of vehicles of
Beijing Brand decreased in the first half of 2018. During the
Reporting Period, the sales volume of vehicles of Beijing
Brand was 73 thousand units, representing a year-on-year
decrease of 33.6%. The Company actively responded to
such pressure and made a positive breakthrough in terms of
product structural adjustment, optimization and upgrade of
industrial layout and etc.

In terms of product structural adjustment, Beijing Brand
made efforts to promote new energy product strategies. In
the first half of 2018, the sales of new energy products of
Beijing Brand increased by 22.3% year-on-year. In March
2018, Beijing Brand launched the EX360 pure electric
vehicle model. In the Beijing International Automotive
Exhibition in April 2018, the EUS pure electric vehicle model
of Beijing Brand with e-Motion Drive, a super electric driving
technology, was released. It has a mileage range of 416 km in
the integrated operating condition, which is longer than those
of other vehicles in the same class. Meanwhile, Beijing Brand
further improved the differentiated competition advantages of
off-road vehicle products to maintain the leading position of
Beijing Brand in the hard-style off-road market. In May 2018,
BJ40 PLUS and BJ80 EVEREST vehicle models were put
on the market, as the latest representative products of BAIC
with military quality, and were expected to become a new
mainstream in the off-road vehicle market.

In the first half of 2018, Beijing Brand continued to seek for
brand upgrade, promoting work in relation to the disposal of
the Wevan business and related assets to the Controlling
Shareholder of the Company and its subsidiaries, thus further
focusing on core products and improving the differentiated
competitiveness.

In terms of optimization and upgrade of industrial layout, in
the first half of 2018, the Company promoted the capacity
reorganization and adjustment through the disposal of
Shunyi Plant under Beijing Brand of the Company to Beijing
Benz, thus making the capacity utilization rate of Beijing
Brand more reasonable and ensuring sustainable growth in
subsequent production and sales volumes of Beijing Benz.

2. Beijing Benz

In the first half of 2018, Beijing Benz continued to maintain
the rapid growth trend, selling 252 thousand units of
vehicles, representing a year-on-year increase of 19.6%, and
continuously leading the rapid development of the premium
vehicle market in China.

In terms of sale of segmented products, in the first half
of 2018, the sales volumes of two main vehicle models
of Beijing Benz, namely E-Class and C-Class sedans, hit
double-digit growth, with a strong trend. The GLA SUV and
GLC SUV also had a satisfactory sales performance.
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In terms of capacity optimization, Beijing Benz has been
committed to increasing and optimizing the capacity utilization
rate, and implemented requirements of “Made in China 2025”
and construction of the green manufacturing system, while
endeavoring to ensure comprehensive commissioning of the
MFA factory.

Facing the changes in regulation policies and tariff policies
for the automobile industry in the first half of 2018, Beijing
Benz also adjusted sales strategies in a timely manner, so as
to ensure the profitability of the Company while delivering a
better consumer experience.

Meanwhile, Beijing Benz has become an important production
base of pure electric vehicles of Daimler AG in China. It is
actively promoting the construction of a new energy electric
vehicle factory. It also ensures its future competitiveness by
methods including construction of a new production base.

3. Beijing Hyundai

In the first half of 2018, according to the operation principle
of “quality * winning 2018”, Beijing Hyundai further focused
on the development of new products and implemented more
targeted marketing strategies in the market in China, thus
achieving a healthy upturn in results. During the Reporting
Period, it achieved a gradually improvement and an upturn
in results, with the sales volume of 380 thousand units of
vehicles, representing a year-on-year increase of 26.2%.

During the Beijing International Automotive Exhibition in
April 2018, ENCINO, a high-performing SUV model of
Beijing Hyundai, was put on the market, which marked
a further improvement in the product strength of Beijing
Hyundai. Meanwhile, Beijing Hyundai thoroughly carried out
localization strategies and made arrangements in fields of
electrification, intelligentization and networking in advance.
Beijing Hyundai and Hyundai Yantai R&D Center cooperated
in enhancing collection of local data and localizing application
of global resources, with Beijing Hyundai Technology Center
as the subject, supported by the big data center of Hyundai
Motor in China.
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In terms of intelligentization layout, Beijing Hyundai
accelerated the cooperation with domestic leading intelligent
networking suppliers including Baidu and IFLYTEK, in
comprehensively initiating the adoption of intelligentization
and networking products with regional features. It increased
the mileage range of Elantra EV and successively
developed intelligent networking versions of vehicle models
including Reina, Verna and new-generation ix35, in the
first half of 2018. Intelligentized upgrade of the aforesaid
products promoted an upturn in the sales volume of Beijing
Hyundai and improved the brand strength and industrial
competitiveness of Beijing Hyundai.

4. Fujian Benz

In the first half of 2018, with strong performance in the sales
volume of the new V-Class model, Fujian Benz continued to
maintain the good trend of rapid growth, selling 14 thousand
units of vehicles, representing a year-on-year increase of
38.4%. With deepening cooperation between the Company
and Daimler AG, it is expected that Fujian Benz will make
more breakthroughs in terms of product structure optimization
and etc.

Sales Network

The Group always attaches great importance to the interests
of customers, strives to optimize its product-service system,
and is devoted to enabling product distributors and customers
to receive timely, efficient, accurate service guarantee
with high quality. All brands have independent marketing
channels. In the first half of 2018, the Group strengthened
efforts in widening penetration of automobile sales network
and enhancing construction of satellite stores, so as to
enhance its sales strength; Beijing Benz and Beijing Hyundai
were continuously committed to improving the profitability of
distributors and main engine plants while expanding the sales
network.
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Research and Development

The Group believes that our research and development
capability is critical to our future development. In the first half
of 2018, all of our various brands vigorously and continuously
boosted the construction of research and development
system and capacity.

Beijing Brand focused on the field of intelligentization and
was committed to research and development of intelligent
cockpits, intelligent networking and EE architectures; with
the launch of second-generation products, Beijing Brand
was among the mainstream of the industry, in terms of the
intelligentization level. Meanwhile, it continuously constructed
technical development systems, platform technology systems,
and research and development process systems, so as to
ensure the technological and quality competitiveness of
vehicle models of Beijing Brand.

Beijing Benz has the largest research and development
center among all joint venture enterprises of Daimler AG,
within which there are 7 advanced laboratories testing
climate corrosion, vehicle emissions, engines and vibration
noise, as well as trial production workshops and test
runways, which provides major technical support to research
and development and manufacturing of Mercedes-Benz’s
domestic models.

In the first half of 2018, Beijing Hyundai and Hyundai
Yantai R&D Center cooperated in enhancing collection of
local data and localizing application of global resources,
supported by the big data center of Hyundai Motor in China.
It comprehensively initiated the adoption of intelligentization
and networking products with regional features, under the
“3 series + 3 technologies” matrix product layout: creation of
three product series, namely “basic car series, performance
car series and new energy car series”; and development
of “electric drive technology, intelligent technology and
networking technology” as a technical core.

Production Facilities

We have advanced and specialized production facilities to
manufacture and assemble products. All of our manufacturing
bases are located in China. All of our production facilities
are equipped with flexible production lines, which allow each
production line to produce different model of passenger
vehicles. We believe that this not only allows us to flexibly
change production plans and quickly respond to changes in
market demand, but also reduces our capital expenditures
and operating costs.

On February 23, 2018, the Company and Beijing Benz
executed the Asset Transfer Agreement, pursuant to which
the Company agreed to dispose of, and Beijing Benz agreed
to purchase, the production base of Beijing Branch of the
Company located in Shunyi District, Beijing, so as to optimize
capacity allocation of the Group, and enable Beijing Benz
to rapidly expand its production capacity and make greater
efforts for arrangement in the new energy field; immediately
after that, the Company announced that it would, together
with Daimler AG, invest over RMB11.9 billion to develop
the original production base of Beijing Branch into a new
premium vehicle production base of the Benz brand.

Industry Chain Extension and Business
Development

In the first half of 2018, the Group further accelerated
transformation and upgrade, enhanced business cooperation
with strategic partners, extended the industry chain and
expanded the business market.

In April 2018, BAIC Motor launched the new brand IP “New
Driving Enjoyment Ecosystem”. The new brand IP, which
was launched on the basis of consumption upgrade and
the trend of more young people in the consumer group in
the digital age, will bring about an ecosystem of travelling
experience under a new model. In the press conference,
Beijing Motor executed a cooperation agreement with the first
five ecological partners, namely Tencent Internet of Vehicles,
Peking University, J.D.POWER, Modernsky and BAIC
Mobility. Meanwhile, it released OFFSPACE SUIT, a new
concept car, which represented the future design philosophy
and technical route of Beijing Motor, and all new Senova
X55, a mainstream A-Class SUV model tailored for new-
generation young people under the guidance of “New Driving
Enjoyment Ecosystem”. The all new Senova X55 will be put
on the market soon.
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On January 22, 2018, BAIC (Guangzhou) Automotive Co.,
Ltd. (“BAIC Guangzhou”), a wholly-owned subsidiary of
the Company, BAIC Group, Daimler Greater China, Bohai
Automotive System Co., Ltd. (“Bohai Automotive”), Beijing
Shougang Lvjie Venture Capital Co., Ltd. (“Shougang Lvjie”),
and other shareholders of Beijing Electric Vehicle Co., Ltd.
(“BJEV”) entered into the agreement on asset swap and
acquisition assets by issuing shares with Chengdu Qianfeng
Electronics Co., Ltd. (“Qianfeng”), pursuant to which, BAIC
Guangzhou agreed to dispose of 8.15% equity interest in
BJEV to QianFeng in exchange for new A shares to be issued
to BAIC Guangzhou by QianFeng. Upon completion of the
transaction, BAIC Guangzhou will hold 6.51% equity interest
in QianFeng.

On February 23, 2018, the Company and Daimler AG
announced an increase in the scale of production of
Mercedes-Benz passenger vehicles in China, so as to
satisfy future demands of the Chinese market. The Company
and Daimler AG will jointly invest over RMB11.9 billion to
construct a new premium vehicle production base of the Benz
brand. The factory will produce various types of Mercedes-
Benz products including new energy electric vehicle
models in China and will have a complete premium vehicle
manufacturing system, thus further improving the overall
production capacity of Beijing Benz.

On April 25, 2018, the Company and Daimler Greater China
entered into the capital increase agreement, pursuant to
which, capital contributions to MBLC will be increased
according to the original shareholding percentages. Upon
completion of the capital increase, the Company will continue
to hold 35.0% equity interest in MBLC.

V. Outlook for the Second Half of 2018

In terms of the automobile industry, affected by factors
including phase-out of preferential treatments on purchase
taxes and frequent launch of new products by automobile
enterprises, it is expected that the automobile market will
continuously grow at a mid-to-low rate, with increased
industrial competition. However, affected by factors including
the implementation of the dual-credit transaction scheme
and accelerated launch of new energy vehicle products, it is
expected that there will be room for a relatively big increase
for the consumer demand for new energy vehicles in the
second half of the year. Meanwhile, the continuous rise in
the sales volume of SUVs under Chinese brands is expected
to drive a steady increase in the market demand for vehicles
under Chinese brands. With the national consumption
upgrade, the demand for premium vehicle products will
further increase in the second half of the year.

In terms of the operation of the Group, preliminary results
were achieved for transformation measures including
enhancement of “product strength, marketing strength and
brand strength”, in the first half of 2018. In the second
half of 2018, the Group will continuously explore a high-
quality development path, and achieve better results and
create higher value for Shareholders and customers, with
the enterprise spirit of “dedication, teamwork, tenacity and
perseverance”.

Hyundai
ENCINO SUV
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I. Corporate Governance

Compliance with the Corporate Governance Code

The Company has been building and maintaining a high
level of corporate governance so as to protect the rights
and interests of Shareholders and enhance the Company’s
corporate value and sense of responsibility. With reference to
the Code on Corporate Governance as set forth in Appendix
14 to the Listing Rules (the “Corporate Governance Code”),
the Company has established a modern and balanced
corporate governance structure which comprises a number
of independently operated bodies including the General
Meeting, the Board, the board of supervisors of the Company
(the “Board of Supervisors”) and Senior Management. The
Company had complied with the Corporate Governance Code
throughout the Reporting Period.

Compliance with the Model Code for
Securities Transactions

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) in Appendix 10 to the Listing Rules as the code of
conduct for dealing in securities of the Company by all our
Directors and supervisors of the Company (“Supervisors”).
In response to the Company’s enquiries, all Directors and
Supervisors have confirmed that they strictly complied with
the Model Code during the Reporting Period.

Changes in Composition of the Board and the
Committees

On June 12, 2018, Mr. Guo Xianpeng resigned as a non-
executive Director and a member of the strategy committee
under the Board (the “Strategy Committee”) due to other job
assignment; Ms. Wang Jing resigned as a non-executive
Director and a member of the remuneration committee under
the Board (the “Remuneration Committee”). For details,
please refer to the announcement of the Company dated
June 12, 2018.
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On June 29, 2018, the Company convened the 2017 annual
General Meeting. Ms. Shang Yuanxian, Mr. Yan Xiaolei, Mr.
Xie Wei, Ms. Jiao Ruifang and Mr. Lei Hai were appointed
as non-executive Directors, with the term of office from
June 29, 2018 until the expiry date of the term of office of
the third session of the Board. Upon the appointment of Ms.
Shang Yuanxian, Mr. Yan Xiaolei and Mr. Lei Hai becoming
effective, Mr. Zhang Xiyong, Mr. Zhang Jianyong and Mr. Zhu
Baocheng ceased to act as non-executive Directors due to
other work arrangements. Meanwhile, Ms. Shang Yuanxian
was appointed as a member of the Strategy Committee and
a member of the nomination committee under the Board (the
“Nomination Committee”); Mr. Yan Xiaolei was appointed as
a member of the Strategy Committee and a member of the
Audit Committee; each of Mr. Lei Hai and Mr. Xie Wei was
appointed as a member of the Strategy Committee; Ms. Jiao
Ruifang was appointed as a member of the Remuneration
Committee, with the term of office commenced from June 29,
2018. Upon the appointment of Ms. Shang Yuanxian, Mr. Yan
Xiaolei and Mr. Lei Hai, Mr. Zhang Xiyong ceased to act as
a member of the Strategy Committee and a member of the
Nomination Committee; Mr. Zhang Jianyong ceased to act as
a member of the Strategy Committee and a member of the
Audit Committee; and Mr. Zhu Baocheng ceased to act as a
member of the Strategy Committee. For details, please refer
to the announcement of the Company dated June 29, 2018.
The biographical details of non-executive Directors appointed
at the 2017 annual General Meeting are as follows:

Mr. Lei Hai, aged 50, holds a MBA degree and currently acts
as the deputy director of the industrial investment department
of Beijing Energy Holding Co., Ltd..

Mr. Lei Hai has more than twenty years of experience of
corporate management. He previously served as the project
manager of the venture capital investment department of
Beijing International Power Development and Investment
Corporation, the project manager of the department of
technology industrial investment of Beijing Energy Investment
Holding Co., Ltd., the project manager of the preparation
office and the manager of the general affairs department of
the asset management branch of Beijing Energy Investment
Holding Co., Ltd., and the chief of the second project office
and the assistant to director of the industrial management
department of Beijing Energy Investment Holding Co., Ltd.
Since June 2018, he has been serving as the deputy director
of the industrial investment department of Beijing Energy
Holding Co., Ltd..
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Ms. Shang Yuanxian, aged 52, holds a bachelor’s degree
in economics and is a certified public accountant and senior
accountant. She currently serves as the secretary to the
board of directors and director of the office under the board
of directors of BAIC Group.

Ms. Shang Yuanxian previously served as the director and
deputy head of the Auditing Department of the Auditing Firm
of Shizuishan City of Ningxia, the manager of the Auditing
Department of SHINEWING CPA Limited, the deputy manager
and manager of the Auditing Department and the manager
of the Financial Department of China Huan Dao (Group)
Ltd., the deputy manager and head of the Department of the
Management of State-owned Assets in Beijing Automotive
Industry Holding Co., Ltd., the head of the Department of
Management of Assets, the head of the Department of Assets
Operation, the supervisor of capital operation and the head
of the Department of Capital Operation, the secretary to the
board of directors and director of the office under the board
of directors of BAIC Group, and the Director of the Company.
Ms. Shang Yuanxian currently serves as director of Beiqi
Foton Motor Company Limited (stock code: 600166.SH),
director of Bohai Automotive (stock code: 600960.SH) and
the secretary to the board of directors and the director of the
office under the board of directors of BAIC Group.

Mr. Yan Xiaolei, aged 43, holds a doctoral degree in
accounting and is a certified public accountant and senior
economist. He currently serves as the director of securities
and finance at BAIC Group, director of BAIC ROCAR
Automobile Service & Trade Co., Ltd., a subsidiary of BAIC
Group and Bohai Automotive (stock code: 600960.SH).
He also serves as postgraduate tutor of Chinese Academy
of Fiscal Sciences and Central University of Finance and
Economics.

Mr. Yan Xiaolei previously worked for Beijing Sound
Environment Group Co., Ltd. and the Company.

Mr. Xie Wei, aged 48, holds a doctoral degree in
management and currently serves as the secretary to the
party committee and the president of Beijing Automotive
Research Center Co., Ltd..

Mr. Xie Wei successively served as the senior manager of
production planning section and the acting general manager
of logistics department of Beijing Benz, the head of human
resources department of Beijing Automotive Research Center
Co., Ltd., the head of human resources department, a
member of the party committee and the head of management
office of Beijing Hyundai, and a member of the party
committee and vice president of the Company.

Ms. Jiao Ruifang, aged 40, holds a master’'s degree
in business administration and currently serves as the
deputy general manager of the first division of investment
management of Beijing State-owned Assets Management and
Administration Center (‘BSAMAC”).

Ms. Jiao Ruifang successively served as the head of
strategic investments of Beijing Jingcheng Machinery Electric
Company Limited, the director of secretariat office of the
board of directors and the secretary to the board of directors
of Beiren Printing Machinery Holdings Limited, the secretary
to the board of directors of Beijing Jingcheng Machinery
Electric Company Limited, the deputy general manager
of Beijing Tianhai Industry Co., Ltd., the deputy general
manager of the first division of investment management
and the deputy general manager of the equity management
division of BSAMAC.

Save as disclosed above, during the Reporting Period and
as at the Latest Practicable Date, there was no change in the
composition of the Board, the Strategy Committee, the Audit
Committee, the Nomination Committee and the Remuneration
Committee.
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Changes in Information of Directors,
Supervisors and Senior Management

From January 1, 2018 to the Latest Practicable Date,
changes in information of Directors, Supervisors and Senior
Management of the Company are as follows:

Directors

Mr. Liu Kaixiang, an independent non-executive Director,
ceased to serve as the independent director of Taiji Computer
Corporation Ltd. (stock code: 002368.SZ), Beijing Orient
Landscape Co., Ltd. (stock code: 002310.SZ) and Beijing
Ultrapower Software Co., Ltd. (stock code: 300002.SZ).
Currently, he works as the independent director of Beijing
Hanjian Heshan Pipe Co., Ltd. (stock code: 603616.SH) and
People.cn Co., Ltd. (stock code: 603000.SH). Mr. Qiu Yinfu,
a non-executive Director, ceased to serve as the director of
BAIC Investment, and Mr. Chen Hongliang, the executive
Director, was appointed as the executive director of BAIC
Investment.

Senior Management

On January 22, 2018, Mr. Xie Wei ceased to act as the vice
president of the Company. On the same date, the Board
appointed Mr. Yang Xueguang as the vice president of the
Company, with his term of office from January 22, 2018 to
the expiry date of the term of office of the third session of the
Board. On March 22, 2018, Mr. Cai Jianjun ceased to act as
the vice president of the Company. On the same date, the
Board appointed Mr. Wu Zhoutao as the vice president of the
Company, with his term of office from March 22, 2018 to the
expiry date of the term of office of the third session of the
Board. On September 12, 2018, Mr. Chen Guixiang ceased
to act as the vice president of the Company.

Save as disclosed above, as of the Latest Practicable Date,
there was no other change in the Directors, Supervisors
and Senior Management of the Company. Meanwhile, the
Directors, Supervisors and Senior Management confirmed
that there was no information to be disclosed in accordance
with Rule 13.51B(1) of the Listing Rules.
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Interim Dividend

The Board has not made any recommendation on the
payment of an interim dividend for the first half of 2018.

Audit Committee

The Company has established the Audit Committee with
written terms of reference. The Audit Committee comprises
Mr. Wong Lung Tak Patrick (Chairman), Mr. Yan Xiaolei and
Mr. Liu Kaixiang, among which two are independent non-
executive Directors. The Audit Committee has reviewed with
the management the accounting standards and practices
adopted by the Group and reviewed the unaudited interim
financial statements for the first half of 2018, the 2018 interim
results and the 2018 interim report of the Group.

Purchase, Sale or Redemption of Listed
Securities

The Company and its subsidiaries did not purchase, sell or

redeem any of the Company’s listed securities during the
Reporting Period.
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Interests and Short Positions of Directors, Supervisors and Senior Management in Shares,
Underlying Shares and Debentures

As of June 30, 2018, save as disclosed below, none of the Company’s other Directors, Supervisors or Senior Management had
interests or short positions (including deemed interests and deemed short positions according to the relevant clauses of the
SFO) in any Shares, underlying shares or debentures in the Company or any relevant entities (as defined under Part XV of the
SFO) that were required to be notified to the Company and the Stock Exchange under Division 7 and Division 8 of Part XV of
the SFO, nor any interests or short positions that were required to be recorded in the register under Section 352 of the SFO,
nor any interests or short positions that were required to be notified to the Company and the Stock Exchange according to the
Model Code.

Approximate
Percentage of

Approximate
Percentage

Number of H the Issued H of the Issued
Name Capacity Shares Held Nature of Interest Shares (%) Shares (%)
Yan Xiaolei Beneficial owner 5,000 Long position 0.0002 0.00006

Interests and Short Positions of Substantial Shareholders in Shares and Underlying Shares

As at June 30, 2018, to the best knowledge of the Directors, the following entities/persons (except for the Directors,
Supervisors and Senior Management of the Company) had interests or short positions in the Shares or underlying shares
which were required to be notified to the Company and the Stock Exchange pursuant to Divisions 2 and 3 of Part XV of SFO,
or recorded in the register required to be kept under section 336 of the SFO, or who were directly and/or indirectly deemed to
be interested in 5% or more of the nominal value of any class of share capital carrying rights to vote in all circumstances at the
General Meeting of the Company:

Amount of Share/

Name of Shareholder

Type of Share

Underlying Share

Amount (Note )

Percentages to
Underlying Share
Types (Note 2) (%)

Percentages to
the Total Share
Capital (%)

BAIC Group Domestic Shares 3,416,659,70 (L) 62.18 42.63
Beijing Shougang Co., Ltd. Domestic Shares 1,028,748,70 (L) 18.72 12.83
Shenzhen Benyuan Jinghong Equity
Investment Fund (Limited Partner) Domestic Shares 342,138,918 (L) 6.23 4.27
Daimler AG H shares 765,818,182 (L) 30.38 9.55
Citigroup Inc. H shares 174,282,758 (L) 6.91 217
2,676,195 (S) 0.10 0.03
170,538,341 (P) 6.76 213
BlackRock, Inc. H shares 172,551,583 (L) 6.85 2.15
438,000 (S) 0.02 0.01
GIC Private Limited H shares 127,012,500 (L) 5.04 1.58
Note:
1. (L) — Long position, (S) — Short position, (P) — Shares can be loaned.

2. The percentage is calculated by the amount of shares held by relevant person/the amount of relevant class of shares issued by the

Company as at June 30, 2018.
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Material Litigation and Arbitration

As of June 30, 2018, the Company had no material litigation or arbitration. The Directors were also not aware of any litigation
or claims which were pending or had significant adverse effect on the Company.

Events Occurring after the Reporting Period

On August 15, 2018, the Company issued the second ultra short-term debentures for 2018 with an issuance amount of
RMB2,000.0 million at a nominal interest rate of 3.6% per annum with a term of 270 days.

Il. Directors, Supervisors and Senior Management

As of the Latest Practicable Date, the Directors, Supervisors and Senior Management of the Company are:

Directors

Name Title

Mr. Xu Heyi Chairman and Non-executive Director
Ms. Shang Yuanxian Non-executive Director

Mr. Yan Xiaolei Non-executive Director

Mr. Chen Hongliang Executive Director and President
Mr. Xie Wei Non-executive Director

Mr. Qiu Yinfu Non-executive Director

Mr. Hubertus Troska Non-executive Director

Mr. Bodo Uebber Non-executive Director

Ms. Jiao Ruifang Non-executive Director

Mr. Lei Hai Non-executive Director

Mr. Ge Songlin Independent Non-executive Director

Mr. Wong Lung Tak Patrick Independent Non-executive Director

Mr. Bao Robert Xiaochen Independent Non-executive Director
Mr. Zhao Fuquan Independent Non-executive Director
Mr. Liu Kaixiang Independent Non-executive Director
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Supervisors

Name Title

Mr. Gu Zhangfei Chairman of the Board of Supervisors
Mr. Wang Min Supervisor

Mr. Yao Shun Supervisor

Mr. Jiang Dali Supervisor

Mr. Zhang Guofu Employee Representative Supervisor
Mr. Li Shuangshuang Employee Representative Supervisor
Ms. Wang Bin Employee Representative Supervisor
Mr. Pang Minjing Independent Supervisor

Mr. Zhan Zhaohui Independent Supervisor

Senior Management

Name Title

Mr. Chen Hongliang President

Mr. Wang Zhang Vice president

Mr. Chen Wei Vice president

Mr. Liu Yu Vice president

Mr. Huang Wenbing Vice president

Mr. Wu Zhoutao Vice president

Mr. Li Deren Vice president

Mr. Yang Xueguang Vice president

Mr. Gu Xin Secretary to the Board and Company Secretary
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lll. Placing of H Shares

In order to continuously improve the product structure and the profitability to better reward the Shareholders, on April 25, 2018,
the Company and the placing agent entered into a placing agreement with regard to placing of H shares of the Company,
pursuant to which, the placing agent shall place a total of 420,000,000 new H shares of the Company at a price of HK$7.89 per
H share (the “Placing”).

The placees for the Placing were 33 institutional investors. So far as is known to the Directors, none of the placees became
substantial Shareholders of the Company immediately following completion of the Placing.

The aggregate nominal value of the aforementioned H shares under the Placing was RMB420,000,000, and the net proceeds
(after deducting all applicable costs and expenses, including commission and professional fee) were approximately HK$3,266.3
million. According to the announcement of the Company dated April 25, 2018 (the “Placing Announcement”), the placing
proceeds were intended to be used for general corporate purposes including replenishment of the working capital of the
Company. The Placing was completed on May 3, 2018.

The following table shows the actual use of the net proceeds as of June 30, 2018:

Amount actually

used as of

June 30, 2018

(HK$ million)

Procurement of raw materials for production 2,240.7
Costs for daily operation and management 967.4
Other general operation and development purposes 58.2
Total 3,266.3

As of June 30, 2018, the net proceeds have been fully utilized. Relevant net proceeds were used for the proposed purposes specified in the
Placing Announcement.
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Revenue

The Group’s primary business is in the research and
development, manufacturing, sale and after-sales service
of passenger vehicles, which brings lasting and stable
income for the Group. The Group’s revenue increased from
RMB66,737.1 million for the six months ended June 30, 2017
(the “first half of 2017”) to RMB76,902.2 million for the first
half of 2018, representing a year-on-year increase of 15.2%,
mainly due to the increase in the revenue of Beijing Benz.

The revenue associated with Beijing Benz increased from
RMB58,313.3 million in the first half of 2017 to RMB70,218.7
million in the first half of 2018, representing a year-on-year
increase of 20.4%, mainly due to (i) a year-on-year increase
of 19.6% in Beijing Benz sales volume; and (ii) the further
increase in the proportion of the sales volume of higher
priced models.

The revenue associated with Beijing Brand decreased from
RMBS8,423.8 million in the first half of 2017 to RMB6,683.5
million for the same period in 2018, representing a year-on-
year decrease of 20.7%, mainly contributed by (i) a year-
on-year decrease of 33.6% in the sales volume of Beijing
Brand; (ii) the additional discounts offered in order to cope
with impacts such as the slowdown in growth of domestic
passenger vehicles industry, the adjustment of preferential
policy for automobile purchase tax and decrease in the new
energy subsidies; and (iii) adjustment of the product structure
and the further increase in the proportion of the sales volume
of higher priced models, leading to the decrease in the
revenue less than the decrease in sales volume.
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Cost of Sales

The Group’s cost of sales increased to RMB56,465.3 million
in the first half of 2018 from RMB49,246.4 million in the first
half of 2017, representing a year-on-year increase of 14.7%,
mainly contributed by the increase in the cost of Beijing
Benz.

The cost of sales associated with Beijing Benz increased from
RMB39,564.5 million in the first half of 2017 to RMB48,230.8
million for the same period in 2018, representing a year-
on-year increase of 21.9%, mainly due to (i) a year-on-year
increase of 19.6% in the sales volume of Beijing Benz; and
(ii) the increase in product cost due to increase in the sales
volume of higher priced models.

The cost of sales associated with Beijing Brand decreased
from RMB9,681.9 million in the first half of 2017 to
RMB8,234.5 million for the same period in 2018, representing
a year-on-year decrease of 14.9%, mainly contributed by
(i) a year-on-year decrease of 33.6% in the sales volume
of Beijing Brand; and (ii) the increase in average cost per
vehicle due to adjustment of the product structure and
increase in the proportion of the sales volume of higher
priced models.

Gross Profit

As a result of the above reasons, the Group’s gross profit
increased to RMB20,436.8 million in the first half of 2018 from
RMB17,490.7 million in the first half of 2017, representing a
year-on-year increase of 16.8%, mainly contributed by the
increase in the gross profit of Beijing Benz.
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The gross profit of Beijing Benz increased from RMB18,748.7
million in the first half of 2017 to RMB21,987.9 million in the
first half of 2018, representing a year-on-year increase of
17.3%. The gross profit margin slightly decreased from 32.2%
in the first half of 2017 to 31.3% in the first half of 2018.

The gross profit of Beijing Brand decreased from RMB
-1,258.0 million in the first half of 2017 to RMB-1,551.0
million in the first half of 2018, and the gross profit margin
decreased from -14.9% in the first half of 2017 to -23.3%
in the first half of 2018, mainly contributed by (i) a year-on-
year decrease of 33.6% in the sales volume of Beijing Brand;
and (ii) the additional discounts offered in order to cope
with impacts such as the slowdown in growth of domestic
passenger vehicles industry, the adjustment of preferential
policy for automobile purchase tax and decrease in the new
energy subsidies.

Selling and Distribution Expenses

The Group’s selling and distribution expenses increased to
RMB6,334.2 million in the first half of 2018 from RMB6,218.7
million for the same period of 2017, representing a slight
year-on-year increase of 1.9%.

The percentage of selling and distribution expenses of the
Group to its revenue decreased from 9.3% in the first half
of 2017 to 8.2% in the first half of 2018, mainly attributable
to increase in selling and distribution expenses less than
revenue increase as a result of implementation of a stricter
budget system by the Group to control selling and distribution
expenses, leading to the decrease of the ratio of selling and
distribution expenses in the revenue.

Administrative Expenses

The Group’s administrative expenses increased to
RMB2,766.4 million in the first half of 2018 from RMB2,123.3
million for the same period of 2017, representing a year-
on-year increase of 30.3%, mainly due to the increase in
expenses including taxes, surcharges and amortization as
a result of the year-on-year increase in the production and
sales volumes of Beijing Benz.

The percentage of administrative expenses of the Group to
its revenue increased from 3.2% in the first half of 2017 to
3.6% in the first half of 2018, mainly due to the increase in
revenue of the Group less than the increase in administrative
expenses, leading to the increase of the percentage of
administrative expenses to the revenue.

Foreign Exchange Losses?

The Group’s foreign exchange loss (mainly in the businesses
of Beijing Benz) decreased from RMB866.8 million in the
first half of 2017 to RMB86.4 million in the first half of 2018,
mainly due to the decrease in exchange losses from euro-
denominated payments as a result of the rise in the exchange
rate of Renminbi against Euro.

The Group used foreign currencies (primarily Euro) to pay
for part of its imported parts and components, and the Group
also had borrowings denominated in foreign currencies.
Foreign exchange fluctuations may affect the Group’s
operating results.

The Group has a well-developed foreign exchange
management strategy that continuously and orderly controls
foreign exchange rate risks of foreign exchange exposure.
At present, the Group mainly uses foreign exchange forward
contracts as our hedging tool.

Finance Costs

The Group’s net finance costs decreased to RMB237.3
million in the first half of 2018 from RMB325.8 million in the
first half of 2017, representing a year-on-year decrease of
27.2%, mainly attributable to the increase in finance income
of Beijing Benz.

The percentage of finance costs of the Group to its revenue
decreased from 0.5% in the first half of 2017 to 0.3% in the
first half of 2018, mainly attributable to (i) the decrease in net
finance costs as a result of the increase in finance income
exceeding the increase in finance costs; and (ii) the decrease
in net finance costs and increase in revenue, leading to the
decrease of the percentage of finance costs to the revenue.

2 Foreign exchange losses include forward foreign exchange
contracts at fair value through profit or loss.
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Share of Profits of Joint Ventures and
Associates

The Group recorded a total investment income of RMB582.3
million in the first half of 2018, representing a year-on-year
increase of RMB714.6 million, mainly due to upturn in results
of Beijing Hyundai and related supporting enterprises.

Income Tax Expense

Income tax expense of the Group increased to RMB3,686.4
million in the first half of 2018 from RMB2,833.7 million in
the first half of 2017, representing a year-on-year increase of
30.1%, mainly attributable to the increase in taxable income
of Beijing Benz. Effective tax rate decreased to 31.3% in the
first half of 2018 from 36.0% in the first half of 2017.

The rates of enterprise income tax applicable to the Company
and its subsidiaries in the first half of 2017 and the first
half of 2018 were: 15.0% for PRC entities that qualified as
new and high technology enterprises, 16.5% for Hong Kong
profits tax, 32.8% for German enterprise income tax and the
statutory 25.0% for other PRC enterprises. The statutory
enterprise income tax rate of 25.0% was applicable to Beijing
Benz in the first half of 2017 and the first half of 2018.

Net Profit

Based on the aforesaid reasons, the Group’s net profit
increased to RMB8,045.6 million in the first half of 2018 from
RMB5,047.9 million in the first half of 2017, representing a
year-on-year increase of 59.4%.

Net Profit Attributable to Equity
Holders of the Company

The Group’s net profit attributable to equity holders of the
Company increased to RMB2,820.3 million in the first half
of 2018 from RMB985.7 million in the first half of 2017,
representing a year-on-year increase of 186.1%. Basic
earnings per share increase to RMB0.36 in the first half of
2018 from RMBO0.13 in the first half of 2017, representing a
year-on-year increase of 176.9%.
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Financial Resources and Capital
Structure

As at June 30, 2018 (the “end of June 2018”), the Group
had cash and cash equivalents of RMB44,553.0 million,
notes receivable of RMB3,135.2 million, notes payable of
RMB7,975.2 million, outstanding borrowings of RMB32,061.7
million, undrawn bank facilities of RMB24,691.7 million, and
commitments for capital expenditure of RMB5,096.2 million.
The above outstanding borrowings included RMB3,216.4
million equivalents of Euro loans as at the end of June 2018.

As at December 31, 2017 (the “end of 2017”), the Group
had cash and cash equivalents of RMB36,824.9 million,
notes receivable of RMB8,261.1 million, notes payable of
RMB9,406.4 million, outstanding borrowings of RMB31,645.0
million, and undrawn bank facilities of RMB23,445.3 million.

The Group usually satisfied its daily working capital
requirements through self-owned cash and borrowings.
As at the end of June 2018, the outstanding borrowings of
the Group included short term borrowings and long-term
borrowings of RMB16,815.2 million and RMB15,246.5 million,
respectively. The Group will promptly repay the aforesaid
borrowings at maturity.

On March 23, 2018, the Company issued 2018 renewable
bonds (first tranche) in an amount of RMB2,000.0 million with
the term of 3+N years and the annual coupon rate of 5.60%,
and all proceeds after deduction of issue expenses were
used for repaying corporate debts.

On April 27, 2018, the Company issued 2018 first ultra short-
term debentures in an amount of RMB2,000.0 million with
the term of 180 days and the annual coupon rate of 4.20%,
and all proceeds were used for replenishment of the working
capital of the Group.

As of the end of June 2018, none of the debt covenants
in effect includes any agreement on the performance of
Controlling Shareholders’ obligations. The Group has also
strictly followed all the terms and conditions in its debt
covenants, and no default has taken place.
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Total Assets

Total assets of the Group increased to RMB174,927.9 million
at the end of June 2018 from RMB167,403.0 million at the
end of 2017, representing a year-on-year increase of 4.5%,
mainly attributable to (i) the increase in monetary resources
arising from issuance of renewable bonds and placement
of H shares by the Company; (ii) the increase in monetary
resources and receivables arising from growth of sales
volume of Beijing Benz; and (iii) the decrease in receivables
as a result of adjustment of the product structure by Beijing
Brand, partially offsetting the effect of increase in receivables
of Beijing Benz.

Total Liabilities

Total liabilities of the Group increased to RMB111,407.0
million at the end of June 2018 from RMB107,762.1 million
at the end of 2017, representing a year-on-year increase
of 3.4%, mainly attributable to (i) the increase in dividends
payable as a result of dividend distribution declared by the
Company and Beijing Benz; (ii) the increase in payables as
a result of the increase in production volume of Beijing Benz;
and (iii) the decrease in payables as a result of industrial
layout optimization by Beijing Brand, partially offsetting the
effect of increase in payables of Beijing Benz.

Total Equity

Total equity of the Group increased to RMB63,520.9 million
at the end of June 2018 from RMB59,640.9 million at the
end of 2017, representing a year-on-year increase of 6.5%,
mainly attributable to (i) the increase in equity arising from
issuance of renewable bonds and placement of H shares by
the Company; (ii) the increase in net profit of Beijing Benz;
and (iii) the decrease in Beijing Brand’s losses.

Net Gearing Ratio

The Group’s net gearing ratio ((total borrowings less cash
and cash equivalents)/(total equity plus the total borrowings
less cash and cash equivalents)) decreased to -24.5% at the
end of June 2018 from -9.5% at the end of 2017, representing
a year-on-year decrease of 15.0 percentage points, mainly
due to (i) the increase in cash and cash equivalents; and (ii)
the increase in the total borrowings less than the increase in
cash and cash equivalents.

Significant Investments

Total capital expenditures of the Group increased to
RMB2,622.5 million in the first half of 2018 from RMB2,237.9
million in the first half of 2017, representing a year-on-year
increase of 17.2%, of which capital expenditures of Beijing
Benz increased to RMB2,149.2 million in the first half of 2018
from RMB1,025.1 million in the first half of 2017, and capital
expenditures of Beijing Brand decreased to RMB473.3 million
in the first half of 2018 from RMB1,212.8 million in the first
half of 2017.

Total research and development expenses of the Group
decreased to RMB1,109.2 million in the first half of 2018 from
RMB1,214.6 million in the first half of 2017, representing
a year-on-year decrease of 8.7%, the majority of which
were incurred by the Group for its product research
and development activities. Based on the accounting
standards and the Group’s accounting policy, most of the
aforesaid research and development expenses complied
with capitalization conditions and had been capitalized
accordingly.

Material Acquisitions and Disposals

On January 22, 2018, BAIC Guangzhou, BAIC Group,
Daimler Greater China, Bohai Automotive, Shougang Lvjie
and other shareholders of BJEV entered into the agreement
on asset swap and acquisition assets by issuing shares with
QianFeng, pursuant to which, BAIC Guangzhou agreed to
dispose of 8.15% equity interest in BJEV to QianFeng in
exchange for new A shares to be issued to BAIC Guangzhou
by QianFeng. Upon completion of the transaction, BAIC
Guangzhou will hold 6.51% equity interest in QianFeng.

On February 23, 2018, the Company and Beijing Benz
signed the asset transfer agreement, pursuant to which, the
Company agreed to dispose of, and Beijing Benz agreed to
acquire the assets to be transferred by Beijing Branch of the
Company. Immediately after that, the Company announced
that it would, together with Daimler AG, invest over RMB11.9
billion to build a new premium vehicle production base of
Beijing Benz on the basis of the original production base of
Beijing Branch.
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PART FIVE

MANAGEMENT DISCUSSION AND ANALYSIS

On March 22, 2018, the Company announced that in order to
further optimize the business structure and asset allocation of
the Company and improve profitability, the Company intends
to dispose of the Wevan business unit and related assets to
BAIC Group, the Controlling Shareholder of the Company,
and its subsidiaries. The disposal plan and transaction details
are being negotiated.

On April 25, 2018, the Company and Daimler Greater China
entered into the capital increase agreement, pursuant to
which, capital contributions to MBLC will be increased
according to the original shareholding percentages. Upon
completion of the capital increase, the Company will continue
to hold 35.0% equity interest in MBLC.

For details of the aforesaid cooperation matters, please refer

to relevant announcements of the Company dated January
22, February 23, March 22 and April 25, 2018.

Pledge of Assets

As at the end of June 2018, the Group had pledged notes
receivable of RMB2,124.1 million.

Contingent Liabilities

The Group had no material contingent liabilities as at the end
of June 2018.
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Employee and Remuneration Policies

The Group’s staffs decreased from 22,844 at the end of 2017
to 20,530 at the end of June 2018. The staff costs incurred
by the Group increased from RMB2,504.9 million in the first
half of 2017 to RMB2,779.1 million in the first half of 2018,
representing a year-on-year increase of 10.9%, mainly due
to (i) the increase in average labor cost; (ii) the increase in
labor hours as a result of the increase in production; and (iii)
the increase in the annual average wage in society, resulting
in the corresponding increase in the social pooling costs paid
by the Group for the employees.

Through integrating human resources strategy with job
classification, the Group has established a performance
and competence based remuneration system, and will link
the annual business objectives with the performance of
staff through a performance evaluation system, ensuring
competitiveness in recruiting, retaining and motivating talents,
as well as the pursuit of the Group’s human resources
strategy.

In addition, the Group has established an enterprise annuity
system to provide the qualified and voluntary employees with
the supplementary pension system with certain guarantee on
retirement income.

Lending

In the first half of 2018, the Group did not provide any loans
to other entities.

External Financial Assistance or
Guarantees

In the first half of 2018, the Group did not provide any
financial assistance or guarantees to external parties.
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REVIEW REPORT ON UNAUDITED INTERIM FINANCIAL INFORMATION
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
TO THE BOARD OF DIRECTORS OF BAIC MOTOR CORPORATION LIMITED
(incorporated in the People’s Republic of China with limited liability)
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Introduction

We have reviewed the interim financial information set out on pages 26 to 60, which comprises the interim condensed
consolidated balance sheet of BAIC Motor Corporation Limited (the “Company”) and its subsidiaries (together, the “Group”)
as at 30 June 2018 and the interim condensed consolidated statement of comprehensive income, the interim condensed
consolidated statement of changes in equity and the interim condensed consolidated statement of cash flows for the six-month
period then ended, and a summary of significant accounting policies and other explanatory notes. The Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited require the preparation of a report on interim financial
information to be in compliance with the relevant provisions thereof and International Accounting Standard 34 “Interim Financial
Reporting”. The directors of the Company are responsible for the preparation and presentation of this interim financial
information in accordance with International Accounting Standard 34 “Interim Financial Reporting”. Our responsibility is to
express a conclusion on this interim financial information based on our review and to report our conclusion solely to you, as a
body, in accordance with our agreed terms of engagement and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity”. A review of interim financial information consists of
making inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the interim financial information of the

Group is not prepared, in all material respects, in accordance with International Accounting Standard 34 “Interim Financial
Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, August 28, 2018

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



PART SEVEN

INTERIM CONDENSED CONSOLIDATED BALANCE SHEET

AS AT JUNE 30, 2018

June 30, December 31,
2018 2017
Note (Unaudited) (Audited)
RMB’000 RMB’000
ASSETS
Non-current assets
Property, plant and equipment 6 42,676,312 42,370,945
Land use rights 6 7,434,394 7,462,383
Intangible assets 6 13,765,240 13,738,986
Investments accounted for using equity method 15,597,617 14,706,908
Financial assets at fair value through other comprehensive income 2,355,239 2,355,239
Deferred income tax assets 7,362,767 7,035,788
Other long-term assets 760,762 938,824
89,952,331 88,609,073
Current assets
Inventories 15,049,292 16,875,871
Accounts receivable 7 18,463,443 19,882,114
Advances to suppliers 408,498 563,410
Other receivables and prepayments 4,680,987 4,102,529
Restricted cash 1,820,300 545,073
Cash and cash equivalents 44,553,040 36,824,906
84,975,560 78,793,903
Total assets 174,927,891 167,402,976
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PART SEVEN

INTERIM CONDENSED CONSOLIDATED BALANCE SHEET

AS AT JUNE 30, 2018

June 30, December 31,
2018 2017
Note (Unaudited) (Audited)
RMB’000 RMB’000
EQUITY
Capital and reserves attributable to equity holders of the Company
Share capital 8 8,015,338 7,595,338
Perpetual bond 9 1,998,081 —
Other reserves 21,146,290 18,982,383
Retained earnings 16,164,089 14,258,311
47,323,798 40,836,032
Non-controlling interests 16,197,078 18,804,890
Total equity 63,520,876 59,640,922
LIABILITIES
Non-current liabilities
Borrowings 10 15,246,528 13,166,960
Deferred income tax liabilities 929,359 877,807
Provisions 2,853,443 2,498,714
Deferred income 4,217,075 4,157,716
23,246,405 20,701,197
Current liabilities
Accounts payable 11 34,800,892 35,559,081
Advances from customers 549,865 405,371
Other payables and accruals 32,338,893 27,061,979
Current income tax liabilities 1,962,641 3,715,161
Borrowings 10 16,815,204 18,478,051
Provisions 1,693,115 1,841,214
88,160,610 87,060,857
Total liabilities 111,407,015 107,762,054
Total equity and liabilities 174,927,891 167,402,976

The notes on pages 34 to 60 are an integral part of this Interim Condensed Consolidated Financial Information.



PART EIGHT

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE SIX MONTHS ENDED JUNE 30, 2018

For the six months ended June 30,

2018 2017
Note (Unaudited) (Unaudited)
RMB’000 RMB’000
Revenue 5 76,902,166 66,737,077
Cost of sales (56,465,344) (49,246,393)
Gross profit 20,436,822 17,490,684
Selling and distribution expenses (6,334,166) (6,218,675)
General and administrative expenses (2,766,438) (2,123,300)
Other gains/(losses), net 50,817 (808,910)
Operating profit 12 11,387,035 8,339,799
Finance income 330,533 211,903
Finance costs (567,867) (537,745)
Finance costs, net (237,334) (325,842)
Share of profit/(loss) of investments accounted
for using equity method 582,266 (132,300)
Profit before income tax 11,731,967 7,881,657
Income tax expense 13 (3,686,376) (2,833,712)
Profit for the period 8,045,591 5,047,945
Profit attributable to:
Equity holders of the Company 2,820,268 985,701
Non-controlling interests 5,225,323 4,062,244
8,045,591 5,047,945
Earnings per share for profit attributable to ordinary
shareholders of the Company during the period
(expressed in RMB per share)
Basic and diluted 14 0.36 0.13
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PART EIGHT

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE SIX MONTHS ENDED JUNE 30, 2018

For the six months ended June 30,

2018 2017
(Unaudited) (Unaudited)
RMB’000 RMB’000
Profit for the period 8,045,591 5,047,945
Other Comprehensive Income
ltems that may be reclassified to profit or loss
Changes in fair value of financial assets at fair value through
other comprehensive income - 569,920
Gains on cash flow hedges, net of tax 14,818 533,138
Currency translation differences 238 (832)
ltems that will not be reclassified to profit or loss
Income tax relating to changes in fair value of financial assets
at fair value through other comprehensive income (63,368) -
Other comprehensive (loss)/income for the period (48,312) 1,102,226
Total comprehensive income for the period 7,997,279 6,150,171
Attributable to:
Equity holders of the Company 2,765,091 1,826,849
Non-controlling interests 5,232,188 4,323,322
7,997,279 6,150,171

The notes on pages 34 to 60 are an integral part of this Interim Condensed Consolidated Financial Information.



PART NINE

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED JUNE 30, 2018

Unaudited
Non-
Share Perpetual Other Retained controlling Total
capital bond reserves earnings Sub-total interests equity
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
For the six months ended June 30, 2018
Balance at December 31, 2017 7,595,338 - 18,982,383 14,258,311 40,836,032 18,804,890 59,640,922
Change in accounting policy* - - - (82,272) (82,272) - (82,272)
Balance at January 1, 2018 7,595,338 - 18,982,383 14,176,039 40,753,760 18,804,890 59,558,650
Profit for the period - 30,685 - 2,789,583 2,820,268 5,225,323 8,045,591
Other comprehensive (loss)/income - - (55,177) - (55,177) 6,865 (48,312)
Total comprehensive income for the period - 30,685 (55,177) 2,789,583 2,765,091 5,232,188 7,997,279
Transactions with owners
Issue of new shares 420,000 - 2,232,153 - 2,652,153 - 2,652,153
Issue of perpetual bond - 1,998,081 - - 1,998,081 - 1,998,081
Interest of perpetual bond - (30,685) - - (30,685) - (30,685)
Dividends to non-controlling interest holders
of a subsidiary - - - - - (7,840,000)  (7,840,000)
Dividends relating to 2017 declared
in June 2018 - - - (801,533) (801,533) - (801,533)
Others - - (13,069) - (13,069) - (13,069)
420,000 1,967,396 2,219,084 (801,533) 3,804,947 (7,840,000)  (4,035,053)
Balance at June 30, 2018 8,015,338 1,998,081 21,146,290 16,164,089 47,323,798 16,197,078 63,520,876

*

See note 2 for details regarding the change in accounting policy.
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PART NINE

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED JUNE 30, 2018

Unaudited
Non-
Share Other Retained controlling Total
capital reserves earnings Sub-total interests equity

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

For the six months ended June 30, 2017

Balance at January 1, 2017 7,595,338 17,636,248 14,928,521 40,160,107 17,873,214 58,033,321
Profit for the period - - 985,701 985,701 4,062,244 5,047,945
Other comprehensive income - 841,148 - 841,148 261,078 1,102,226
Total comprehensive income for the period - 841,148 985,701 1,826,849 4,323,322 6,150,171

Transactions with owners
Contribution from non-controlling interest holders

of a subsidiary - - - - 717,738 717,738
Dividends to non-controlling interest holders

of a subsidiary - - - - (8,575,000) (8,575,000)
Dividends relating to 2016 declared in June 2017 - - (2,202,648) (2,202,648) - (2,202,648)
Others - (209) - (209) - (209)

- (209)  (2,202,648) (2,202,857) (7,857,262) (10,060,119)

Balance at June 30, 2017 7,595,338 18,477,187 13,711,674 39,784,099 14,339,274 54,123,373

The notes on pages 34 to 60 are an integral part of this Interim Condensed Consolidated Financial Information.



PART TEN

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE SIX MONTHS ENDED JUNE 30, 2018

For the six months ended June 30,

2018 2017

(Unaudited) (Unaudited)

RMB’000 RMB’000

Cash flows from operating activities
Cash generated from operations 17,263,440 13,855,642
Interest paid (593,340) (492,960)
Interest received 330,533 211,903
Income tax paid (5,788,283) (4,241,031)
Net cash generated from operating activities 11,212,350 9,333,554
Cash flows from investing activities

Purchase of property, plant and equipment (3,063,825) (2,663,910)
Purchase of land use rights - (66)
Addition of intangible assets (981,145) (818,952)
Investment in joint ventures - (570,845)
Investment in and loan to associates (327,218) (219,998)
Prepayment for an investment - (480,874)
Receipt of government grants for capital expenditures 4,413 14,267
Proceeds from disposals of property, plant and equipment and intangible assets 34,630 6,303
Dividends received from investments accounted for using equity method 2,088 24,059
Increase of restricted cash (1,275,227) (1,449,706)
Net cash used in investing activities (5,606,284) (6,159,722)
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PART TEN

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE SIX MONTHS ENDED JUNE 30, 2018

For the six months ended June 30,

2018 2017
(Unaudited) (Unaudited)
RMB’000 RMB’000

Cash flows from financing activities
Issue of new shares 2,652,153 —
Issue of perpetual bond 1,998,081 —
Proceeds from borrowings 17,271,322 11,262,115
Repayments of borrowings (16,859,533) (11,601,895)
Dividends paid to non-controlling interest holders of a subsidiary (2,953,127) (3,347,256)
Net cash generated from/(used in) financing activities 2,108,896 (3,687,036)
Net increase/(decrease) in cash and cash equivalents 7,714,962 (513,204)
Cash and cash equivalents at January 1 36,824,906 36,063,909
Exchange gains/(losses) on cash and cash equivalents 13,172 (28,638)
Cash and cash equivalents at June 30 44,553,040 35,522,067

The notes on pages 34 to 60 are an integral part of this Interim Condensed Consolidated Financial Information.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED JUNE 30, 2018

1
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General information

BAIC Motor Corporation Limited (the “Company” or “Beijing Motor”), together with its subsidiaries (collectively referred to
as the “Group”), are principally engaged in the manufacturing and sales of passenger vehicles, engines and auto parts in
the People’s Republic of China (the “PRC”).

The address of the Company’s registered office is A5-061, Unit 101, 5th Floor, Building No.1, Courtyard No.99, Shuanghe
Street, Shunyi District, Beijing, the PRC.

The Company was incorporated in the PRC on September 20, 2010 as a joint stock company with limited liability under
Company Law of the PRC. The immediate parent company of the Company is Beijing Automotive Group Co., Ltd. (“BAIC
Group”), which is beneficially owned by the State-owned Assets Supervision and Administration Commission of People’s
Government of Beijing Municipality (the “SASAC Beijing”). The Company’s ordinary shares have been listed on the Main
Board of The Stock Exchange of Hong Kong Limited since December 19, 2014.

This Interim Condensed Consolidated Financial Information (“Condensed Financial Information”) is presented in thousands
of Renminbi Yuan (“RMB”), unless otherwise stated, and is approved for issue by the Board of Directors on August 28,
2018.

This Condensed Financial Information has not been audited.

Basis of preparation and accounting policies

2.1 Basis of preparation

This Condensed Financial Information has been prepared in accordance with International Accounting Standard
(“IAS”) 34, “Interim Financial Reporting”. The Condensed Financial Information should be read in conjunction with the
annual financial statements for the year ended December 31, 2017, which have been prepared in accordance with
International Financial Reporting Standards (“IFRS”).

As at June 30, 2018, the current liabilities of the Group exceeded its current assets by approximately RMB3,185
million. Given the debt obligations and working capital requirements, management has thoroughly considered the
Group’s available sources of the funds as follows:

. the Group’s continuous net cash generated from operating and financing activities; and

. undrawn short-term and long-term banking facilities of approximately RMB1,300 million and RMB23,392 million
respectively as at June 30, 2018.

Based on the above considerations, the directors of the Company are of the opinion that the Group has sufficient
available financial resources to meet or refinance its working capital requirements as and when they fall due. As a
result, this Condensed Financial Information has been prepared on a going concern basis.



BAIC Motor Corporation Limited Interim Report 2018

PART ELEVEN

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED JUNE 30, 2018

2 Basis of preparation and accounting policies (Continued)

2.2 Accounting policies

The accounting policies applied are consistent with those of the annual financial statements for the year ended
December 31, 2017, as described in those annual financial statements except for the estimation of income tax
using the tax rate that would be applicable to expected total annual earnings and the adoption of new and amended
standards adopted by the Group.

(a) New standards adopted by the Group

(i)

IFRS 9 “Financial instruments” — Impact of adoption

IFRS 9 replaces the provisions of IAS 39 “Financial Instruments: Recognition and Measurement” that
relate to the recognition, classification and measurement of financial assets and financial liabilities, and
introduces new rules for hedge accounting and a new impairment model for financial assets. The Group
has adopted IFRS 9 as it becomes mandatory on January 1, 2018.

Classification and measurement

On January 1, 2018 (the date of initial application of IFRS 9), the Group’s management has assessed
which business models apply to the financial assets held by the Group and has classified its financial
instruments into the appropriate IFRS 9 categories. The main effects resulting from this reclassification are
as follows:

The Group elected to present in other comprehensive income (OCI) changes in the fair value of all its
equity investments previously classified as available-for-sale, because these investments are held as
long-term strategic investments that are not expected to be sold in the short to medium term. As a result,
assets with a fair value of approximately RMB2,355,239,000 were reclassified from available-for-sale
financial assets to financial assets at fair value through other comprehensive income (FVOCI) and fair
value gains of approximately RMB538,627,000 were reclassified from the available-for-sale financial
assets reserve to the FVOCI reserve on January 1, 2018.

Non-equity investments held by the Group are classified into one of the following measurement categories:

. Amortised cost, if the investment is held for the collection of contractual cash flows which represent
solely payments of principal and interest;

. FVOCI (recycling), if the contractual cash flows of the investments comprise solely payments
of principal and interests and the investment is held within a business model whose objective
is achieved by both the collection of contractual cash flows and sale. Changes in fair value are
recognised in OCI, except for the recognition in profit or loss of expected credit losses.

The carrying amounts of these financial assets as at January 1, 2018 have not been impacted by the
initial application of IFRS 9.
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2 Basis of preparation and accounting policies (Continued)
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2.2 Accounting policies (Continued)

(a)

New standards adopted by the Group (Continued)

(i)

(i)

(iii)

Classification and measurement (Continued)

There is no significant impact on the Group’s accounting for financial liabilities, as the new requirements
only affect the accounting for financial liabilities that are designated at fair value through profit or loss and
the Group does not have any such liabilities. The de-recognition rules have been transferred from IAS 39
and have not been changed.

Derivatives and hedging activities

The new hedge accounting rules aligns the accounting for hedging instruments more closely with the
Group’s risk management practices. As a general rule, more hedge relationships might be eligible for
hedge accounting, as the standard introduces a more principle-based approach. However, at this stage the
Group does not expect to identify any new hedge relationships. The Group’s current hedge relationships
are qualified as continuing hedges upon the adoption of IFRS 9. Accordingly, there is no significant impact
on the accounting for its hedging relationships.

Impairment for financial assets
Trade receivables

The Group mainly has trade receivables that are subject to IFRS 9’'s new expected credit loss model. The
contract assets balance is immaterial for each of the periods presented.

The Group applies the IFRS 9 simplified approach to measuring expected credit losses (ECL) which uses
a lifetime expected loss allowance for all trade receivables.

To measure the expected credit losses, trade receivables have been grouped based on shared credit risk
characteristics and the days past due.

On that basis, an associate of the Group has restated its opening retained earnings at December 31, 2017
previously calculated under IAS 39 upon adoption of IFRS 9. As a result, the Group has accounted for this
corresponding impact by restating the opening balances of investments accounted for using equity method
and retained earnings at January 1, 2018 by an amount of approximately RMB82,272,000. Other than this,
the impact of the change in impairment methodology is not significant to the Group.

Trade receivables are written off when there is no reasonable expectation of recovery.
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FOR THE SIX MONTHS ENDED JUNE 30, 2018

2 Basis of preparation and accounting policies (Continued)

2.2 Accounting policies (Continued)

(a)

New standards adopted by the Group (Continued)

(iii)

(i)

Impairment for financial assets (Continued)

Other financial assets at amortized cost

Other financial assets at amortized cost include other receivables. The Group recognizes a loss allowance
equal to 12-month ECLs unless there has been a significant increase in credit risk of the financial
instrument since initial recognition or the financial instrument is not determined to have low credit risk at

the reporting date, in which cases the loss allowance is measured at an amount equal to lifetime ECLs.

While cash and cash equivalents are also subject to the impairment requirements of IFRS 9, the identified
impairment loss was immaterial.

IFRS 9 “Financial instruments” — Accounting policies applied from January 1, 2018

Investments and other financial assets

Classification

From January 1, 2018, the Group classifies its financial assets in the following measurement categories:
* Those to be measured subsequently at fair value (either through OCI, or through profit or loss), and
» Those to be measured at amortised 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 in OCI. For
investments in equity instruments that are not held for trading, 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
FVOCI.

Measurement
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 (FVPL), transaction costs that are directly attributable to the

acquisition of the financial asset. Transaction costs of financial assets carried at FVPL are expensed in
profit or loss.
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2 Basis of preparation and accounting policies (Continued)

38

2.2 Accounting policies (Continued)

(a)

New standards adopted by the Group (Continued)

(i)

Investments and other financial assets (Continued)
Debt instruments

The Group’s debt investments at amortised cost and FVOCI, mainly the notes receivable and other
receivables, are considered to have low credit risk, and the loss allowance recognised during the period
was therefore limited to 12 months expected losses. These instruments are considered 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.

Equity instruments

The Group subsequently measures all equity investments at fair value. Where the Group’s management
has elected to present fair value gains and losses on equity investments in OCI, there is no subsequent
reclassification of accumulated fair value gains and losses to profit or loss following the de-recognition of
the investment. Dividends from such investments continue to be recognised in profit or loss as other gains
when the Group’s right to receive payments is established.

Changes in the fair value of financial assets at FVPL are recognised in other gains/(losses) in the profit or
loss as applicable. Impairment losses (and reversal of impairment losses) on equity investments measured
at FVOCI are not reported separately from other changes in fair value.

Impairment
From January 1 2018, the Group assesses on a forward looking basis the expected credit losses
associated with its debt instruments carried at amortised cost and FVOCI. The impairment methodology

applied depends on whether there has been a significant increase in credit risk.

For trade receivables, the Group applies the simplified approach permitted by IFRS 9, which requires
expected lifetime losses to be recognised from initial recognition of the receivables.
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2 Basis of preparation and accounting policies (Continued)

2.2 Accounting policies (Continued)

(a)

New standards adopted by the Group (Continued)

(i)

Derivatives and hedging

Derivatives are initially recognized at fair value on the date a derivative contract is entered into and
are subsequently re-measured at their fair value. The method of recognizing the resulting gain or loss
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 a
recognized asset or liability or a highly probable forecast transaction (cash flow hedges).

The Group documents at the inception of the transaction the relationship between hedging instruments
and hedged items, as well as its risk management objectives and strategy for undertaking various hedging
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing
basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting
changes in fair values or cash flows of hedged items.

The full fair value of a hedging derivative is classified as a non-current asset or liability when the
remaining hedged item is more than 12 months, and 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 hedges that qualify for hedge accounting

The effective portion of changes in the fair value of derivatives that are designated and qualified as
cash flow hedges is recognized in OCI. The gain or loss relating to the ineffective portion is recognized
immediately through profit or loss within “other gains/(losses) — net”.

Amounts accumulated in equity are reclassified to profit or loss in the period when the hedged item
affects profit or loss. However, when the forecast transaction that is hedged results in the recognition
of a non-financial asset (for example, inventory or property, plant and equipment), the gains and losses
previously deferred in equity are transferred from equity and included in the initial measurement of the
cost of the asset. The deferred amounts are ultimately recognized in cost of sales in the case of inventory
or in depreciation in the case of property, plant and equipment.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge
accounting, any cumulative deferred gain or loss 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 a forecast
transaction is no longer expected to occur, the cumulative gain or loss that was reported in equity is
immediately transferred to profit or loss within “other gains/(losses) — net”.
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2 Basis of preparation and accounting policies (Continued)

2.2 Accounting policies (Continued)
(a) New standards adopted by the Group (Continued)
. IFRS 15 “Revenue from Contracts with Customers” — Impact of adoption

On January 1, 2018, the Group adopted IFRS 15, applying the modified retrospective method to contracts
that were not completed as of January 1, 2018. The adoption did not have a material impact on the
retained earnings as of January 1, 2018. Results for reporting periods beginning on or after January
1, 2018 are presented under IFRS 15, while prior period amounts are not adjusted and continue to be
reported in accordance with the Group’s historical accounting standard.

Management has identified the following areas being affected:

Under IFRS 15, the Group’s contracts with customers may include multiple performance obligations. For
such arrangements, the Group allocates revenues to each performance obligation based on its relative
standalone selling price. The Group generally determines standalone selling prices of each distinct
performance obligation based on the prices charged to customers when sold on a standalone basis. Where
standalone selling price is not directly observable, the Group generally estimates selling prices based
on when they are sold to customers of a similar nature and geography. Since the different performance
obligations in one contract usually complete in the same short period of time, the new standard does not
have a significant impact on its financial statements.

As to the accounting for costs incurred in fulfilling a contract, the amount of costs which were previously
expenses and may need to be recognized as assets under IFRS 15 is not significant to the Group.
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2 Basis of preparation and accounting policies (Continued)

2.2 Accounting policies (Continued)
(a) New standards adopted by the Group (Continued)
. IFRS 15 “Revenue from Contracts with Customers” — Accounting policies applied from January 1, 2018

The Group manufactures and sells vehicles, auto parts and technologies to its dealers and automotive/
spare parts manufacturers. The revenue recognition policies applied by the Group for each of these
activities are as follows:

(i) Products

Sales revenue are recognized when control of the products has transferred, being when the products
are delivered to the customer, the customer has full discretion over the channel and price to sell the
products, and there is no unfulfilled obligation that could affect the customer’s 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 customer and either the customer 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 with sales rebates. Sales are recorded based on the prices specified in
the sales contracts, net of the sales rebates which are calculated periodically.

(ii) Services

Revenue from providing services is recognized in the accounting period in which the services are
rendered.

(iii) Financing components
The Group does not expect to have any contracts where the period between the transfer of the

promised goods or services to the customer and payment by the customer exceeds one year. As a
consequence, the Group does not adjust any of the transaction prices for the time value of money.
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2 Basis of preparation and accounting policies (Continued)

2.2 Accounting policies (Continued)
(b) Impact of standards issued but not yet applied by the Group
. IFRS 16 “Leases”

IFRS 16 was issued in January 2016. It will result in almost all leases being recognized on the balance
sheet, as the distinction between operating and finance leases is removed. Under the new standard, an
asset (the right to use the leased item) and a financial liability to pay rentals are recognized. The only
exceptions are short-term and low-value leases.

The accounting for lessors will not significantly change.

The standard will affect primarily the accounting for the Group’s operating leases. The Group has not yet
determined to what extent these commitments will result in the recognition of an asset and a liability for

future payments and how this will affect the Group’s profit and classification of cash flows.

Some of the commitments may be covered by the exception for short-term and low-value leases and some
commitments may relate to arrangements that will not qualify as leases under IFRS 16.

The standard is mandatory for first interim period within annual reporting period beginning on or after
January 1, 2019. At this stage, the Group does not intend to adopt the standard before its effective date.

3 Estimates

The preparation of the Condensed Financial Information requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets and liabilities, income
and expense. Actual results may differ from these estimates.

In preparing the Condensed Financial Information, the significant judgements made by management in applying the

Group’s accounting policies and the key sources of estimation uncertainty were the same as those that applied to the
consolidated financial statements for the year ended December 31, 2017.
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4 Financial risk management

4.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including foreign exchange risk, fair value
interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk.

The Condensed Financial Information does not include all financial risk management information and disclosures
required in the annual financial statements, and should be read in conjunction with the Group’s annual financial

statements as at December 31, 2017.

There have been no changes in the risk management policies since year end.
4.2 Liquidity risk
The tables below analyze the Group’s financial liabilities into relevant maturity groupings based on the remaining

period at the balance sheet date to the contractual maturity date. The amounts disclosed are the contractual
undiscounted cash flows.

Less than Over
1 year 1-2 years 2-5 years 5 years
RMB’000 RMB’000 RMB’000 RMB’000
At June 30, 2018 (unaudited)

Borrowings 18,005,501 5,003,637 9,280,948 2,408,068
Accounts payable 34,800,892 - - -
Other payables and accruals 30,829,249 - - -

At December 31, 2017 (audited)
Borrowings 19,729,102 619,873 9,102,253 4,992,903
Accounts payable 35,559,081 - - -
Other payables and accruals 24,137,326 - - -
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4 Financial risk management (Continued)

4.3 Fair value estimation

The table below analyses financial instruments carried at fair value, by valuation method. The different levels have

been defined as follows:

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

. 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).

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

3).

The following table presents the Group’s financial assets and financial liabilities that are measured at fair value at

June 30, 2018 and December 31, 2017.

Level 1 Level 2 Level 3 Total

RMB’000 RMB’000 RMB’000 RMB’000
Assets
Financial assets at fair value
At June 30, 2018 (unaudited) - 2,351,239 - 2,351,239
At December 31, 2017 (audited) - 2,351,239 - 2,351,239
Liabilities
Financial liabilities at fair value
At June 30, 2018 (unaudited) - (221,355) - (221,355)
At December 31, 2017 (audited) - (304,959) - (304,959)
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5

Segment information

The Group’s segment information is presented on the basis of internal reports that are regularly reviewed by the Group’s
Executive Committee, in order to allocate resources to the segments and assess their performance. For each of the
Group’s reportable segments, the Group’s Executive Committee reviews internal management reports on monthly basis,
at a minimum. Management has determined the reporting segments based on these reports.

The Group considers the business from a branded product perspective and has the following reportable segments:

. Passenger vehicles of Beijing Brand: manufacturing and sales of passenger vehicles of Beijing Brand, and providing
other businesses and related services.

. Passenger vehicles of Beijing Benz Automotive Co., Ltd. (“Beijing Benz”): manufacturing and sales of passenger
vehicles and engines of Beijing Benz brand, and providing other related services.

Management defines segment results based on gross profit. The revenue from external parties reported to the Group’s
Executive Committee is measured in a manner consistent with that in the statement of comprehensive income. Information
about reportable segments and reconciliations of reportable segment results are as follows:

Passenger Passenger
vehicles — vehicles —
Beijing Brand Beijing Benz Eliminations Total
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
RMB’000 RMB’000 RMB’000 RMB’000
For the six months ended June 30, 2018
Total revenue 6,740,765 70,218,660 (57,259) 76,902,166
Inter-segment revenue (57,259) - 57,259 -
Revenue from external customers 6,683,506 70,218,660 - 76,902,166
Timing of revenue recognition
At a point in time 6,588,528 69,608,399 - 76,196,927
Over time 94,978 610,261 - 705,239
6,683,506 70,218,660 - 76,902,166

Segment gross (loss)/profit (1,551,030) 21,987,852 - 20,436,822
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5 Segment information (Continued)

Passenger Passenger
vehicles — vehicles —
Beijing Brand Beijing Benz Eliminations Total
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
RMB’000 RMB’000 RMB’000 RMB’000
Other profit & loss disclosure:
Selling and distribution expenses (6,334,166)
General and administrative expenses (2,766,438)
Other gains, net 50,817
Finance costs, net (237,334)
Share of profit of investments accounted
for using equity method 582,266
Profit before income tax 11,731,967
Income tax expense (3,686,376)
Profit for the period 8,045,591

Other Information:

Significant non-cash expenses
Depreciation and amortization (1,573,400) (1,659,377) - (3,232,777)
Provisions for impairments on property,

plant and equipment, receivables

and inventories (196,118) (102,030) - (298,148)

As at June 30, 2018

Total assets 94,379,096 102,008,840 (21,460,045) 174,927,891
Including:
Investments accounted for using equity method 15,597,617 - - 15,597,617

Total liabilities (52,569,752) (68,781,169) 9,943,906  (111,407,015)
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5 Segment information (Continued)

BAIC Motor Corporation Limited Interim Report 2018

Passenger Passenger
vehicles — vehicles —
Beijing Brand Beijing Benz Eliminations Total
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
RMB’000 RMB’000 RMB’000 RMB’000
For the six months ended June 30, 2017
Total revenue 8,469,414 58,313,255 (45,592) 66,737,077
Inter-segment revenue (45,592) - 45,592 -
Revenue from external customers 8,423,822 58,313,255 - 66,737,077
Timing of revenue recognition
At a point in time 8,414,999 58,289,978 - 66,704,977
Over time 8,823 23,277 - 32,100
8,423,822 58,313,255 - 66,737,077
Segment gross (loss)/profit (1,258,048) 18,748,732 - 17,490,684
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5 Segment information (Continued)

Passenger Passenger
vehicles — vehicles —
Beijing Brand Beijing Benz Eliminations Total
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
RMB’000 RMB’000 RMB’000 RMB’000
Other profit & loss disclosure:
Selling and distribution expenses (6,218,675)
General and administrative expenses (2,123,300)
Other losses, net (808,910)
Finance costs, net (325,842)
Share of loss of investments accounted
for using equity method (132,300)
Profit before income tax 7,881,657
Income tax expense (2,833,712)
Profit for the period 5,047,945

Other Information:

Significant non-cash expenses
Depreciation and amortization (1,326,741) (1,631,928) - (2,958,669)
Provisions for impairments on property,

plant and equipment, receivables

and inventories (250,154) - - (250,154)

As at June 30, 2017

Total assets 98,316,474 86,459,239 (17,399,357) 167,376,356
Including:
Investments accounted for using equity method 18,034,656 - - 18,034,656

Total liabilities (62,033,535) (67,102,984) 5,883,536 (113,252,983)
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5 Segment information (Continued)

There is no customer accounting to 10 percent or more of the Group’s revenue for each of the six months ended June 30,
2018 and 2017.

The Group is domiciled in PRC. The percentage of its revenue from external customers residing in the PRC is
approximately 99.8% for the six months ended June 30, 2018 (six months ended June 30, 2017: 99.9%).

As at June 30, 2018, the percentage of the Group’s non-current assets, other than financial instruments and deferred
income tax assets, located in the mainland of the PRC is approximately 98.6% (as at December 31, 2017: 98.2%).

6 Property, plant and equipment, land use rights and intangible assets

Property,
plant and Land Intangible
equipment use rights assets

RMB’000 RMB’000 RMB’000
Six months ended June 30, 2018
Net book value
Opening amount as at January 1, 2018 (audited) 42,370,945 7,462,383 13,738,986
Additions 2,535,834 56,346 1,012,956
Disposals (46,601) - -
Depreciation/amortization (2,134,061) (84,335) (986,702)
Impairment (49,805) - -
Closing amount as at June 30, 2018 (unaudited) 42,676,312 7,434,394 13,765,240
Six months ended Jun 30, 2017
Net book value
Opening amount as at January 1, 2017 (audited) 40,071,342 5,482,557 13,446,115
Additions 2,174,813 35,128 1,242,320
Disposals (12,629) - -
Depreciation/amortization (2,089,307) (66,878) (766,464)

Closing amount as at June 30, 2017 (unaudited) 40,144,219 5,450,807 13,921,971
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6

7

Property, plant and equipment, land use rights and intangible assets
(Continued)

(a) There are no property, plant and equipment, land use rights and intangible assets pledged as collateral under
borrowing agreements at June 30, 2018 and December 31, 2017.

(b) The Group has capitalized borrowing costs amounting to approximately RMB155,276,000 on qualifying assets of
property, plant and equipment and intangible assets for the six months ended June 30, 2018 (six months ended
June 30, 2017: approximately RMB171,842,000). Borrowing costs were capitalized at the weighted average of its
borrowing rate of 4.23% during the six months ended June 30, 2018 (six months ended June 30, 2017: 3.88 %).

Accounts receivable

June 30, December 31,

2018 2017

(Unaudited) (Audited)

RMB’000 RMB’000

Trade receivables, gross (note (a)) 15,384,429 11,670,328
Less: provision for impairment (56,192) (49,286)
15,328,237 11,621,042

Notes receivable 3,135,206 8,261,072
18,463,443 19,882,114

(@) The majority of the Group’s sales are on credit. A credit period of up to 1 to 6 months for trade receivables and up
to 3 to 6 months for notes receivable may be granted in respect of sales to customers with good credit history and
long-established relationship with the Group. The ageing analysis of trade receivables is as follows:

June 30, December 31,

2018 2017

(Unaudited) (Audited)

RMB’000 RMB’000

Current to 1 year 10,585,933 7,766,546
1 to 2 years 4,487,069 3,806,594
2 to 3 years 298,231 83,503
Over 3 years 13,196 13,685

15,384,429 11,670,328
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7 Accounts receivable (Continued)
(b) All accounts receivable are denominated in RMB and their carrying amounts approximate fair values.
(c) There is no trade receivable pledged as collateral.

(d) The amounts of notes receivable pledged as collateral for notes payable issued by banks and for borrowings as at
respective balance sheet dates are as follows:

June 30, December 31,

2018 2017

(Unaudited) (Audited)

RMB’000 RMB’000

Pledged notes receivable 2,124,131 5,286,310

8 Share capital

Number of ordinary

shares of
RMB1 each (’000) RMB’000
At January 1, 2018 (audited) 7,595,338 7,595,338
Additions (note (a)) 420,000 420,000
At June 30, 2018 (unaudited) 8,015,338 8,015,338
At January 1, 2017 (audited) 7,595,338 7,595,338
At June 30, 2017 (unaudited) 7,595,338 7,595,338

(@) On May 3, 2018, the Company completed the placement of 420,000,000 H Shares with nominal value of RMB1.00 at a price of
HK$7.89 per share.
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9 Perpetual bond

On April 10, 2018, the Company issued perpetual bond with par value of RMB2 billion to qualified investors with direct
issuance costs of RMB1,919,000 which are deducted from equity.

The perpetual bond holders are entitled to an interest of 5.6% per annum in the first three years after issuance, and
the interest rate will be reset once every three years thereafter. The principal amount has a repayment term of once
every three years. Upon each maturity the Company can elect to extend repayment of the bond for another three years
indefinitely. The interest payments fall due annually. Unless the Company declares dividend to shareholders or reduces
the registered capital within 12 months before the interest due date (“mandatory interest payment event”), the Company
can elect to defer the payment of all current and deferred interests to the next anniversary.

10 Borrowings

June 30, December 31,
2018 2017
(Unaudited) (Audited)
RMB’000 RMB’000

Non-current
— Bank borrowings 5,155,944 3,077,269
— Corporate bonds 10,090,584 10,089,691
Total non-current borrowings 15,246,528 13,166,960

Current

— Bank borrowings 14,148,853 15,716,263
Add: current portion of non-current bank borrowings 667,060 762,480
Corporate bonds 1,999,291 1,999,308
Total current borrowings 16,815,204 18,478,051

Total borrowings 32,061,732 31,645,011
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10 Borrowings (Continued)
Notes:
(@) Movements in borrowings are analyzed as follows:

Six months ended 30 June,

2018 2017

(Unaudited) (Unaudited)

RMB’000 RMB’000

At the beginning of the period 31,645,011 35,378,715

Proceeds of new borrowings 17,275,377 11,286,612

Repayments of borrowings (16,859,533) (11,520,998)

Amortization of bond issuance costs 877 6,656

At the end of the period 32,061,732 35,150,985
(b)  Undrawn facilities:

June 30, December 31,

2018 2017

(Unaudited) (Audited)

RMB’000 RMB’000

— Within 1 year 1,300,000 205,000

— Over 1 year 23,391,707 23,240,275

24,691,707 23,445,275
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11 Accounts payable

June 30, December 31,
2018 2017
(Unaudited) (Audited)
RMB’000 RMB’000
Trade payables 26,825,710 26,152,675
Notes payable 7,975,182 9,406,406
34,800,892 35,559,081

Ageing analysis of trade payables is as follows:
June 30, December 31,
2018 2017
(Unaudited) (Audited)
RMB’000 RMB’000
Current to 1 year 26,812,842 26,073,357
1 year to 2 years 4,149 68,632
2 years to 3 years 2,398 8,885
Over 3 years 6,321 1,801
26,825,710 26,152,675
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12 Operating profit
Operating profit is arrived at after charging/(crediting) the following:

For the six months ended June 30,

2018 2017

(Unaudited) (Unaudited)

RMB’000 RMB’000

Depreciation and amortization 3,232,777 2,958,669

Provisions for impairments on property, plant and equipment,

receivables and inventories 298,148 250,154

Employee benefit costs 2,779,111 2,504,858

Gains from sales of scrap materials (35,148) (18,206)
Net foreign exchange losses, including forward foreign exchange

contracts with fair value through profit or loss 86,361 866,802

Government grants (159,457) (77,636)

Losses on disposal of property, plant and equipment 19,953 2,768

13 Income tax expense

For the six months ended June 30,

2018 2017

(Unaudited) (Unaudited)

RMB’000 RMB’000

Current income tax 4,030,110 3,368,743
Deferred income tax (343,734) (535,031)

3,686,376 2,833,712
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14

15

16

Earnings per share

Basic earnings per share is calculated by dividing the profit attributable to ordinary shareholders of the Company by the
weighted average number of ordinary shares during the period.

For the six months ended June 30,

2018 2017
(Unaudited) (Unaudited)
Profit attributable to ordinary shareholders of the Company
(RMB’000) (note (a)) 2,789,583 985,701
Weighted average number of ordinary shares issued (thousands) 7,730,672 7,595,338
Earnings per share for profit attributable to ordinary shareholders
of the Company (RMB) 0.36 0.13

(a) For the six months ended June 30, 2018, the profit attributable to equity holders of the Company amounted
to RMB2,820,268,000, including the profit attributable to ordinary shareholders and perpetual bond holders of
approximately RMB2,789,583,000 and RMB30,685,000, respectively.

During the six months ended June 30, 2018 and 2017, there were no potential dilutive ordinary shares and diluted
earnings per share was equal to basic earnings per share.

Dividends

The Board of Directors of the Company did not recommend the payment of any interim dividend for the six months ended
June 30, 2018 (six months ended June 30, 2017: Nil). The dividend of approximately RMB801,534,000 (RMBO0.10 per
share) relating to the year ended December 31, 2017 was approved by the shareholders meeting held in June 2018. The
dividends have been paid up to the date of this Condensed Consolidated Financial Information.

Capital commitments

The Group have the following capital expenditures contracted but not provided for as at June 30, 2018 and December 31,
2017 respectively.

June 30, December 31,
2018 2017
(Unaudited) (Audited)
RMB’000 RMB’000

Contracted but not provided for 5,096,171 4,690,950
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17 Related party transactions

Related parties are those parties that have the ability to control the other party or exercise significant influence in making
financial and operating decisions. Parties are also considered to be related if they are subject to common control.

The immediate parent company of the Company is BAIC Group, a state-owned enterprise established in the PRC.
BAIC Group is beneficially owned by SASAC Beijing which also owns a significant portion of the productive assets and
entities in the PRC (collectively referred as the “government-related entities”). In accordance with IAS 24 “Related Party
Disclosures”, government-related entities and their subsidiaries, directly or indirectly controlled, jointly controlled or
significantly influenced by SASAC Beijing are regarded as related parties of the Group. On that basis, related parties
include BAIC Group, other entities and corporations in which BAIC Group is able to control or exercise significant
influence, and key management personnel of the Company and BAIC Group, as well as their close family members. For
the purpose of the related party transaction disclosures, management believes that meaningful information relating to
related party transactions has been adequately disclosed.

In addition to the information disclosed elsewhere in this Condensed Financial Information, the following transactions were

carried out in the ordinary course of the Group’s business and were determined based on mutually agreed terms for each
of the six months ended June 30, 2018 and 2017.

(a) Significant transactions with related parties

For the six months ended June 30,

2018 2017
(Unaudited) (Unaudited)
RMB’000 RMB’000
Sale of goods, materials and technologies to
— BAIC Group - 127
— fellow subsidiaries 6,871,142 5,582,207
— joint ventures 535,024 375,474
— other related companies 1,120,178 366,509
Services provided to
— BAIC Group 192 -
— fellow subsidiaries 6,821 1,921
— other related companies 12,545 95,283
Purchases of goods and materials from
— fellow subsidiaries 11,344,944 7,755,389
— joint ventures 639 -
— associates 1,440 11,425
— other related companies 21,726,604 17,999,696

Purchases of land and properties from
— fellow subsidiaries - 99,869
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(a) Significant transactions with related parties (Continued)

For the six months ended June 30,

2018 2017
(Unaudited) (Unaudited)
RMB’000 RMB’000
Services received from
— BAIC Group 301,807 257,133
— fellow subsidiaries 1,608,413 1,063,539
— joint ventures 799,536 658,716
— other related companies 2,527,808 2,215,601
Rental expenses paid/payable to
— fellow subsidiaries 115,039 91,732
Interest income received from
— associates 92,462 85,643
Interest expenses paid/payable to
— associates 62,309 61,883
Key management compensations
— salaries, allowances and other benefits 5,016 4,703
— employer’s contribution to pension scheme 472 482
— discretionary bonuses 1,985 1,817
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17 Related party transactions (Continued)

(b) Significant balances with related parties

June 30, December 31,
2018 2017
(Unaudited) (Audited)
RMB’000 RMB’000
Assets
Financial assets at fair value through other comprehensive income
— a fellow subsidiary 2,351,239 2,351,239
Trade receivables
— BAIC Group - 846
— fellow subsidiaries 2,387,232 1,827,040
— joint ventures 115,791 146,443
— other related companies 311,076 381,451
Notes receivables
— fellow subsidiaries 202,090 485,160
— other related companies - 3,980
Advances to suppliers
— fellow subsidiaries 171,456 284,912
— other related companies 88,610 126,747
Other receivables and prepayments
— BAIC Group 204 -
— fellow subsidiaries 166,757 252,762
— joint ventures 972 1,224
— an associate 64,718 —
— other related companies 258,051 317,639
Cash and cash equivalents
— an associate 12,104,533 11,072,988
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17 Related party transactions (Continued)

(b) Significant balances with related parties (Continued)

June 30, December 31,
2018 2017
(Unaudited) (Audited)
RMB’000 RMB’000
Liabilities
Trade payables
— BAIC Group - 4,964
— fellow subsidiaries 5,653,954 5,059,992
— an associate - 21,691
— joint ventures - 686
— other related companies 10,089,939 10,305,554
Notes payable
— fellow subsidiaries 946,496 1,703,168
— associates 1,339 —
— other related companies 44,084 90,291
Advances from customers
— fellow subsidiaries 38,322 22,513
— an associate 327 327
Other payables and accruals
— BAIC Group 755,603 460,097
— fellow subsidiaries 2,252,509 1,855,145
— joint ventures 404,293 215,275
— associates 5,451 68
— other related companies 2,580,521 2,437,370
Dividends payable to
— BAIC Group 341,666 —
— other related companies 7,627,822 2,706,338
Borrowings from
— an associate 2,511,420 3,615,660

18 Events after the reporting period

On August 15, 2018, the Group completed the issuance of the second tranche of 2018 ultra-short-term debentures. The
issuance size was RMB2.0 billion with a term of 270 days and an interest rate of 3.6% per annum.
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PART TWELVE

DEFINITIONS

“Audit Committee”
“BAIC Group”

“BAIC Investment”

“Beijing Benz”

“Beijing Brand”

“Beijing Hyundai”

“Board” or “Board of Directors”
“Board of Supervisors”

“Company”

audit committee of the Board of the Company
Beijing Automotive Group Co., Ltd.

BAIC Investment Co., Ltd., a company incorporated in the PRC on June 28,
2002, a subsidiary of our Company with 97.95% equity interest owned by our
Company and the remaining 2.05% owned by BAIC Group

Beijing Benz Automotive Co., Ltd. (previously known as Beijing Jeep Motor
Co., Ltd. and Beijing Benz-Daimler Chrysler Automotive Co., Ltd.), a company
incorporated in the PRC on July 1, 1983, a subsidiary of the Company with
51.0% equity interest owned by our Company, 38.67% owned by Daimler AG
and 10.34% owned by Daimler Greater China Ltd.

When referring to a brand, “Beijing Brand” means the passenger vehicle
business of our proprietary brand, including Senova, BJ and relevant new
energy series business. When referring to a business segment, means the
consolidated business of our Company and its subsidiaries (excluding Beijing
Benz). Segment profits of Beijing Brand included the share of profits of Beijing
Hyundai and other invested enterprises

Beijing Hyundai Motor Co., Ltd., a company incorporated in the PRC on
October 16, 2002, a joint venture in which BAIC Investment owns 50.0% equity
interest with the remaining 50.0% owned by Hyundai Motor Company

the Board of Directors of the Company

the Board of Supervisors of the Company

BAIC Motor Corporation Limited
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“Controlling Shareholder(s)”

“Corporate Governance Code”

“Daimler AG”

“Daimler Greater China”

“Date of Issue of the Report”

“Director(s)”

“Domestic Share(s)”

“end of 2017”

“FJMOTOR”

“Fujian Benz”

“General Meeting”

“Group” or “our Group” or “We” or “our”

“H share(s)”

“HK$” or “HK dollar(s)”

“Hong Kong”

62

has the meaning ascribed thereto in the Listing Rules

the Code on Corporate Governance as set forth in Appendix 14 to the Listing
Rules

Daimler AG, a company established in Germany in 1886 which is a
Shareholder and a Connected Person of the Company

Daimler Greater China Ltd., a wholly-own subsidiary of Daimler AG in the PRC

August 28, 2018, i.e. the date on which this report is approved by the Board of
Directors

director(s) of the Company

ordinary shares in the Company’s share capital, with a nominal value of
RMB1.0 each, which are subscribed for and paid up in Renminbi

December 31, 2017

Fujian Motor Industry Group Co.

Fujian Benz Automotive Co., Ltd.

general meeting of the Company

the Company and its subsidiaries

overseas listed foreign shares in the ordinary share capital of the Company
with a nominal value of RMB1.0 each, to be subscribed for and traded in HK
dollars and listed and traded on the Stock Exchange

the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the PRC
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DEFINITIONS

“Hyundai”

“Hyundai Motor”

“IFRSs”

“Latest Practicable Date”

“Listing Rules”

“Main Board”

“MBLC”

“Mercedes-Benz”

“Model Code”

“Nomination Committee”
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a brand owned by Hyundai Motor Company and which the Company’s joint
venture Beijing Hyundai is authorized to use

Hyundai Motor Company, a company incorporated in the Republic of Korea
and whose shares are listed on the Korea Stock Exchange, which owns a

50.0% equity interest in Beijing Hyundai

International Financial Reporting Standards issued by the International
Accounting Standards Board

September 14, 2018, being the latest practicable date prior to the printing
of the interim report for the purpose of ascertaining the relevant information

contained in the interim report

the Rules Governing the Listing of Securities on the Stock Exchange of Hong
Kong Limited

the stock market operated by the Stock Exchange (excluding options market),
independent of the growth enterprise market of the Stock Exchange and under
parallel operation with the growth enterprise market

Mercedes-Benz Leasing Co., Ltd.

a brand owned by Daimler AG and which our subsidiary Beijing Benz is
authorized to use

the Model Code for Securities Transactions by Directors of Listed Issuers as
set forth in Appendix 10 to the Listing Rules

nomination committee of the Board of the Company
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“Placing”

“Placing Announcement”
“Remuneration Committee”

“Reporting Period” or
the “first half of 2018”

“RMB” or “Renminbi”
“Senior Management”

“SFO”

“Shareholder(s)”
“Share(s)”

“Stock Exchange” or

“Hong Kong Stock Exchange”

“Strategy Committee”
“Subsidiary(ies)”

“Supervisor(s)”
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placing of a total of 420,000,000 new H shares at a price of HK$7.89 per H
share, which was completed by the Company on May 3, 2018

the announcement of the Company dated April 25, 2018
remuneration committee of the Board of the Company

six months from January 1, 2018 to June 30, 2018

the lawful currency of the PRC
senior management of the Company

the Securities and Futures Ordinance, Chapter 571 of the Laws of Hong Kong,
as amended, supplemented or otherwise modified from time to time

holder(s) of the Share(s)
Domestic shares and H shares

the Stock Exchange of Hong Kong Limited

strategy committee of the Board of the Company
has the meaning ascribed thereto in section 2 of the Company Ordinance

supervisor(s) of the Company
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