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ANNOUNCEMENT

(1) Provisions for Asset Impairment for the First Half Year of 2019
(2) Adjustment to Exercise Price of Options

PROVISIONS FOR ASSET IMPAIRMENT FOR THE FIRST HALF 
YEAR OF 2019

Zoomlion Heavy Industry Science and Technology Co., Ltd. (the “Company”) has conducted 
impairment tests on its accounts receivables, inventories and fixed assets which showed indication 
of impairment as at 30 June 2019, in accordance with the relevant requirements under the 
Accounting Standards for Business Enterprises and the accounting policies of the Company on a 
prudent basis. When the net realizable value of an asset is estimated to be lower than its carrying 
amount, provision for asset impairment will be made upon recognition or measurement. The details 
of the provisions for asset impairment are as follows:

I. OVERVIEW OF THE PROVISIONS FOR ASSET IMPAIRMENT

After tests, provisions for asset impairment in an aggregate amount of RMB347 million 
were made in the first half of the year, amongst which, provision for bad debts of accounts 
receivables amounted to RMB170 million, with an increase of RMB1 million due to currency 
conversion adjustment, thus resulting in a decrease in the profit or loss for the current period 
by an aggregate amount of RMB171 million; provision for bad debts of other receivables 
amounted to RMB30 million, provision for bad debts of long-term receivables amounted to 
RMB89 million; provision for decline in value of inventories amounted to RMB58 million and 
the reversal thereof for the current period amounted to RMB15 million, with an increase of 
RMB2 million due to currency conversion adjustment, thus resulting in a decrease in the profit 
or loss for the current period by an aggregate amount of RMB45 million. The provisions for 
asset impairment resulted in a decrease in the profit or loss (before tax) for the current period 
by an aggregate amount of RMB335 million.
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II. PROVISIONS FOR ASSET IMPAIRMENT

1. Accounts receivables

For the first half of the year, the provision for bad debts of accounts receivables 
amounted to RMB170 million, provision for bad debts of other receivables amounted 
to RMB30 million, and provision for bad debts of long-term receivables amounted to 
RMB89 million, the bases of which are as follows:

The provision for bad debts of account receivables is recognized on the basis of the 
estimated credit loss of the Company, after considering the type of clients, loss incurred 
by historical defaults and current economic condition and taking account of forward-
looking information, expected rate of default and rate of loss and subject to the expected 
renewal periods when determining the estimated credit loss.

2. Inventory

For the first half of the year, the provision for decline in value of inventories amounted 
to RMB58 million, with an increase of RMB2 million due to currency conversion 
adjustment and the reversal for provision for bad debts amounted to RMB15 million, thus 
resulting in a decrease in the profit or loss for the current period by RMB45 million, and 
the bases of calculation are as follows:

Inventories are measured at the lower of cost and net realizable value at the end of a 
period. The estimates of net realizable value are based on the most reliable evidence 
available, taking into consideration the purpose for holding inventories and the effects of 
events subsequent to the balance sheet date. If it is foreseeable that the cost of inventories 
may not be recoverable because inventories are damaged, have become wholly or partly 
obsolete, or their selling prices are below cost, the provision for decline in value of 
inventories will be made according to such portion of the cost not recoverable. The 
provision for decline in value of inventories such as finished products and bulk raw 
materials are made by comparing costs with their net realizable value on an individual 
basis; for other raw and auxiliary materials and products in progress with large quantities 
and relatively low unit costs, the provision for decline in value of those inventories are 
made according to the categories of inventories.

The net realizable value of inventory of goods directly for sale such as finished products, 
products in progress and materials for sale is determined by deducting the estimated 
sales expenses and relevant taxes from the estimated selling prices of those inventories. 
The net realizable value of inventory of materials held for production is the amount 
after deducting the estimated costs to be incurred upon completion, estimated sales 
expenses and relevant taxes from the estimated selling prices of finished products 
being manufactured. The net realizable value of inventories held for execution of sales 
contract or labor contract is calculated on the basis of contract prices. In the event that 
an enterprise holds more inventories than the quantities ordered in the sales contract, the 
net realizable value of the excessive inventories is calculated on the basis of the general 
selling prices.
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For inventories showing any indication of possible impairment, the Company would 
conduct impairment test by regularly adopting the lower of cost and net realizable value 
method to make sufficient provisions for decline in the value of inventories.

III. EFFECTS OF PROVISIONS FOR ASSET IMPAIRMENT ON THE FINANCIAL 
POSITION OF THE COMPANY

The profit before tax of the Company decreased by RMB335 million in the first half of 2019 
due to the provisions for asset impairment, amongst which, currency conversion adjustment 
increased by RMB3 million and the reversal for provision for decline in value of inventories 
for the current period amounted to RMB15 million.

The provisions for asset impairment give a true view of the financial position of the Company, 
and are in compliance with the requirements of the accounting standards and relevant policies, 
conforming to the actual condition of the Company. The provisions for asset impairment are 
not prejudicial to the interests of the Company and its shareholders, and do not involve any 
related party of the Company.

ADJUSTMENT TO EXERCISE PRICE OF OPTIONS

Reference is made to the announcement of the Company dated 30 August 2018 in relation 
to, among others, adjustment to the exercise price of options granted under the first grant of 
options pursuant to the Company’s share option scheme (the “Share Option Scheme”) and the 
announcement of the Company dated 10 September 2018 in relation to, among others, grant of the 
reserved options under the Share Option Scheme.

I. Price Adjustment

Pursuant to the terms of the Share Option Scheme, if the Company declares a dividend during 
the period from the date on which the Share Option Scheme is first announced to the date 
on which a participant exercises his/her options, the exercise price of such options shall be 
adjusted accordingly such that the exercise price as adjusted shall be the initial exercise price 
minus the amount of dividend declared per share.

The exercise price of the options granted by the Company to participants under the first grant 
of options on 7 November 2017 was RMB4.57 per A share. Pursuant to the resolution on 
adjusting the exercise price of options approved at the eighth meeting of the fifth session of the 
board of directors of the Company on 30 August 2018, the abovementioned exercise price was 
adjusted to RMB4.37 per A share. The exercise price of the reserved options granted by the 
Company to participants on 10 September 2018 was RMB3.96 per A share. On 5 August 2019, 
the Company implemented its 2018 profit distribution plan, pursuant to which a cash dividend 
of RMB2.50 for every 10 A shares was distributed to holders of A shares.
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The Company has implemented a repurchase plan in 2019, in relation to which the A shares 
of the Company held in the repurchase accounts will not be entitled to the 2018 profit 
distribution. Therefore, the aggregate amount of the cash dividend distributed to holders of 
A shares = the total number of A shares actually involved in the distribution x the amount of 
distribution, i.e. RMB1,518,136,564.25 = 6,072,546,257 A shares x RMB0.25 per A share. 
Pursuant to the principle of maintaining unchanged the market value of stocks and the total 
number of A shares before and after the implementation of profit distribution, the arriving at 
amount of cash dividend allocated to each A share will be reduced. Hence, when the ex-right 
and ex-dividend price of A share after the profit distribution, the cash dividend per A share 
shall be RMB0.23 per A share, subject to rounding adjustment (cash dividend per A share = 
aggregate amount of cash distribution/total number of A shares, i.e. RMB0.2348967 per A 
share = RMB1,518,136,564.25/6,462,996,181 A shares).

Based on the above, after completion of the price adjustment, the exercise price of the options 
granted under the first grant of options shall be RMB4.37 per A share – RMB0.23 per A share 
= RMB4.14 per A share, and the exercise price of the reserved options shall be RMB3.96 per 
A share – RMB0.23 per A share = RMB3.73 per A share.

II. Effect of the price adjustment on the Company

The price adjustment has no material effect on the financial position and operation results of 
the Company.
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Zhan Chunxin
Chairman

Changsha, PRC, 30 August 2019

As at the date of this announcement, the executive director of the Company is Dr. Zhan Chunxin; the non-executive directors are 
Mr. He Liu and Mr. Zhao John Huan; and the independent non-executive directors are Mr. Zhao Songzheng, Mr. Lai Kin Keung, 
Ms. Liu Guiliang and Mr. Yang Changbo.

* For identification purpose only


