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Corporate Profile

Dragon Hill Wuling Automobile Holdings Limited is principally
engaged in the businesses of trading and manufacturing of
automotive components, engines and specialized vehicles

in China. Partnered with Liuzhou Wuling Motors Company
Limited, a reputable state-owned enterprise with extensive
industry experiences, our Group's corporate goal is to grasp
the tremendous business opportunities arising from the
rapidly growing automobile industry in China. The Group
is the leading commercial-type mini-vehicle’s engines

and automotive components manufacturer in China with
production facilities located in Liuzhou and Qingdao.

= 5

NG5
BUAZEREERBR AN EZEXRANTRNEREE
B BEM R BERRE 2 BLENHEES - EEFEEEEA
BYETELBNELRALE — INAESRERAREFE
ANRIEE#E - AR BEREMISARE RS RN E
AEEAEBERNKEERBIE - S8 AR AR AMEZ K
ROTET I 2 BB - WERERRINRES -




1l e 1 TV R SIS R

CONTENTS

Messages from the Board of Directors
Management Discussion and Analysis
Disclosure of Interests

Other Information

Independent Review Report

Interim Financial Information

Corporate Information

-

iR

HibE#

BYEHRE

FHEIM AR

RAEEF

15

20

26

28

51

1



2

Dragon Hill Wuling Automobile Holdings Limited | Interim Report 2009

MESSAGES FROM THE BOARD OF DIRECTORS
Performance

We are pleased to present the unaudited results of Dragon Hill
Wuling Automobile Holdings Limited for the six months ended
30 June 2009.

To cope with the anticipated adversities caused by the financial
tsunami broke out in the second half of 2008, the Chinese
government implemented comprehensive stimulus programs to
boost the local economy in China. Specific favourable policies
towards the China automobile industry were included in the
programs and had effectively stimulated local demands of our
customers’ products in the first half of 2009, which in turn
benefited the Group with an impressive growth in revenue.
During the first half of 2009, the Group recorded total revenue
of RMB4,813,928,000, representing a significant 31% increase
as compared to prior year's comparative figures.

Meanwhile, gross profit for the period under review was
RMB404,360,000, representing a 21% increase as compared
to prior year's comparative figure. This lower increase rate was
mainly due to the impact of certain undesirable factors caused
by a sudden surge in demands with the initial stage operations
of certain new facilities of the Group in the first half of 2009,
which drove up cost of production in these facilities.

Taking into account of the loss on fair value adjustment of
RMB61,437,000 relating to the convertible loan notes issued by
the Company in January 2009 for the purpose of financing the
capital injection to Liuzhou Wuling Motors Industrial Company
Limited (“Wuling Industrial”), the Group recorded net profits of
RMB29,867,000 for the first half of 2009 and a loss attributable
to the owners of the Company for the respective reporting period
amounted to RMB41,440,000.

On the basis of the exclusion of the aforementioned fair value
adjustment, net profits and profit attributable to the owners
of the Company will be adjusted to RMB91,304,000 and
RMB19,997,000 respectively, representing respective increases
of 2.5% and 138% as compared to prior year's comparative
figures.
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On 12 January 2009, the Company issued convertible loan notes
with principal amount of HK$100,000,000 to a substantial
shareholder, Wuling (Hong Kong) Holdings Limited, a wholly
owned subsidiary of Liuzhou Wuling Motors Company Limited
("Liuzhou Wuling”) which bears interest at 6% per annum. Net
proceeds amounting to approximately HK$99,000,000 from the
issue had been injected into Wuling Industrial subsequently for
providing additional working capital for its operations. Subsequent
to this capital injection, the percentage of the paid up capital of
the Company in Wuling Industrial was increased from 17.2% to
30.5%, which was used as the basis to calculate the profits or loss
attributable to the equity holders for the first half of 2009.

Opportunities and Challenges

On the back of the stimulus programs implemented by the
government, the performance of the China automobile industry
had been significantly improved in the first half of 2009. Total
motor vehicles sold from January to June 2009 reached 6,100,000,
representing a 18% growth on a year-to-year basis, in which local
mini-vehicles industry alone achieved an impressive growth rate
of 55% during this six-month period.

The stimulus programs which are favourable to our core businesses,
are summarized below:

a. Reduction of purchase tax for the 1.6L or lower capacity
passenger cars to 5% during the period of 20 January
2009 to 31 December 2009;

b. Government subsidy amounting to an aggregate RMB5
billion provided to the farmers for purchasing light truck
or mini-vans with capacity below 1.3L during the period
from 1 March 2009 to 31 December 2009;

C. Direct government subsidies amounting to RMB 10 billion in
the following three years to support technical innovation,
technical improvement, new energy vehicles and auto
parts development. The government will also support the
automobile corporations to develop their own brands,
encourage automobile exports and strengthen automobile
financing; and

d. Other favourable measures such as the cancellation of the
regulations to limit car purchase, trade-in policy relating
to the replacement of old vehicles by new vehicles,
adjustments on consumption tax applicable to oil products,
cancellation of road maintenance cost, the two successive
price reductions of oil products and the encouragement
policy for developing the public transport of towns and
villages.
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As an enterprise with specific business focus on the commercial-
type mini-vehicles serving the local market, we also identify
opportunities associated with the following market trends in

China:

Driven by the government policies, mini-vehicles will have
greater potential in the rural, second-tier and third-tier
cities in China;

The trend of an increase in demand of low emission
vehicles due to environmental concern;

Increased popularity of mini-vehicles during the course of
development in China which is similar to the track record
of other Asian countries, such as Japan; and

iv. Huge growth potential for specialized vehicles due to vast
and diversified demands in market.
Strategies

The Board is full of confidence in the long term growth potential
in China automobile industry and is determined to meet with
the opportunities arisen with appropriate and effective strategies
which are summarized below:

Technical re-engineering projects such as certain
specialization programs in our engines and parts division
through the setup of the new production plant for the
parts of the engine’s cylinder, which not only serves as
an vertical integration process for our existing products,
but can also extend to supply to the engine products
manufactured by our customers, including SAIC-GM-
Wauling Automobile Co., Limited (“SGMW");

Business expansion programs aiming at other car
manufacturers in the PRC to develop a healthy
diversification of businesses of our (1) engines and parts
and (2) automotive components division which include
the co-operation project with Liugong Machinery namely
“Liugong Driver Cabinet Co-operation Project” for actively
explore the opportunities in the construction machinery
industry;

Various capacity expansion programs in our automotive
components and specialized vehicles divisions through
the setup of the new production facilities such as the
new integrated plant for car axle and brake systems and
the new Qingdao factory with the objectives to enhance
productivity and to increase capacity to cope with the
increasing demands coming from existing and new
customers;
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d. Strengthening of the technical capability through research
and innovation with market oriented strategies to intensify
new product development projects. Through the launch
of various new models of specialized vehicles, including
the V2 mini-van, new energy vehicles such as electrical
community car, electrical sight-seeing bus and electrical
mini-truck for aiming at both the local and international
markets for improving the overall profitability of the
Group; and

e. An effective cost control program under the supervision
of Wuling Industrial with the objective to control cost
of production which allows the Group together with its
customers to stay highly competitive and to maintain the
leading position in the market.

Outlook

The stimulus programs implemented by the government have
effectively led to a boost in the short term demands and benefit
the performance of the China automobile industry. In the first
quarter of 2009, based on the number of vehicles sold, China
had surpassed the United States to become the largest motor
vehicles manufacturing country in the world.

In response to the encouraging market condition in the first
half of 2009, most of the enterprises in the China automobile
industry optimistically revised their annual targets and carried out
aggressive expansion programs in order to take advantages from
this unprecedented favourable condition. It is generally expected
that the number of vehicles sold in China will exceed 11 million
for the full year of 2009, representing an annual increase of
nearly 20% as compared to last year.

The short term benefits of the stimulus programs to the China
automobile industry are obvious. However, the potential
competitions associated with excessive capacities from the
aggressive expansion programs should not be underestimated.
Therefore, apart from implementing capacity expansions, the
Group will continue to undertake quality after-sale services and
planned technical re-engineering programs to further our product
quality standard and technical capability.

Through conscientious plans and efforts of the Group, the
management is confident that our long term business potential
in the China automobile industry will be further strengthened
subsequent to this unprecedented favourable business
environment.
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With the continuous supports from Liuzhou Wuling, our
substantial shareholder, and our customers, we firmly believe
the business prospect of the Group is promising and will bring
rewards to our shareholders.

MANAGEMENT DISCUSSION AND ANALYSIS

OPERATION REVIEW - BY KEY BUSINESS
SEGMENTS

The business performance and evaluation of the Group’s four main
business segments namely (1) engines and parts; (2) automotive
components; (3) specialized vehicles; and (4) trading and supply
services for the first half of 2009 are detailed below:

Engines and Parts — Liuzhou Wuling Liuji Motors Company
Limited (“Wuling Liuji”)

Turnover (based on external sales) of the engines and parts division
for the six months ended 30 June 2009 was RMB1,622,373,000,
representing a modest increase of 9% as compared to prior
year's comparative figures. Operating profits for the respective
period was RMB80,393,000, representing an increase of 22%
as compared to prior year's comparative figures.

The engines and parts division undertaken by Wuling Liuji
continued to be the major contributor to the Group’s operating
profits for the first half of 2009.

During this six months period, Wuling Liuji continued to deliver a
set of solid results to the Group. The satisfactory results achieved
by Wuling Liuji were mainly attributable to the continuous strong
market demands for the main models. Total sale volume was
approximately 350,000 units, with 90% of which were sold to
SGMW. The significant volume growth of business of SGMW
in the first half of 2009 benefited the business performance of
this division.

Operating margin maintained at 5.0% as compared to 4.4%
recorded in prior year's corresponding period. Despite a significant
improvement in the gross margin resulting from lower material
costs, increase in research and development expenses of
approximately RMB8,000,000 incurred in this period kept the
operating margin at the similar level recorded in prior year’s
corresponding period. The research and development expenses
were primarily incurred for the on-going technical development
projects for new products and models which will contribute to
the profitability of the division in future.
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The new production line for the nonferrous metallic parts for
the engine’s cylinder, which commenced operation in last year
had begun to contribute to the business performance of this
division. The parts produced by this new production line were
primarily applied for the existing models of SGMW. Following
the completion of this nonferrous metallic parts project, the
Group has plan to further strengthen its capability in the engines
business by launching a cylinder casting project with a targeted
capacity of 600,000 units with the objectives of promoting better
production efficiency and profitability.

The Group expects the strong market demands for SGMW models
will continue in the second half of 2009 which will benefit the
business performance of this division for the full year.

Automotive Component — Liuzhou Wuling Motors United
Development Limited (“Wuling United”)

Turnover (based on external sales) of the automotive
components division for the six months ended 30 June 2009 was
RMB2,508,534,000, representing a significant increase of 52% as
compared to prior year's comparative figures. Operating profits
for the respective period was RMB12,647,000, representing
a decrease of 30% as compared to prior year's comparative
figures.

The automotive components division undertaken by Wuling
United experienced a strong growth in revenue in the first half
of 2009 and developed to become the largest contributor to the
total revenue of the Group.

During this six months period, Wuling United, being the key
supplier supplying a majority portion of the key automotive
components to SGMW, registered another record revenue figure.
This remarkable result was mainly attributable to the continuous
strong market demands for the vehicles produced by SGMW. Total
sale volume was approximately 480,000 units/sets, equivalent to
nearly 80% of the total volume for the year 2008, in which sales
to SGMW accounted for more than 95% of the total turnover.

Profitability performance was, on the other hand, adversely
affected by the loss making situation of the Qingdao factory
caused by a sudden surge in demands and the initial stage
operations of this new facility which resulted in an undesirable
higher cost of production.
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To cope with the tremendous increases in demands from SGMW,
production facilities of the automotive components division were
required to be operated at an above full capacity level during this
six months period. This overloaded operating environment was in
particular undesirable for the new facility in Qingdao, which drove
up the cost of production and resulted in a loss making situation
in this new plant for the first half of 2009. With the installation
of additional plant and machinery and better operation stability,
such undesirable condition would be gradually improved in the
second half of the year.

The Group expects the growth of business of SGMW from the
existing models and the launch of new models will continue
to boost the revenue of the automotive components and
accessories division in the second half of 2009. At the same time,
implementation of appropriate measures in lowering the cost of
production of the Qingdao factory will benefit the profitability
of the division for the full year.

Specialized Vehicles - Liuzhou Wuling Specialized
Vehicles Manufacturing Company Limited (“Wuling
Specialized Vehicles”)

Turnover (based on external sales) of the specialized vehicles division
for the six months ended 30 June 2009 was RMB490,505,000,
representing an increase of 88% as compared to prior year's
comparative figures. Operating profits for the respective period
was RMB7,297,000, representing an increase of 17% as compared
to prior year's comparative figures.

Successful launch of new models continued to benefit the
operations of our specialized vehicles division undertaken by
Wuling Specialized Vehicles.

During this six months period, through active marketing
and promotion programs, Wuling Specialized Vehicles sold
approximately 16,000 specialized vehicles in the first half of 2009,
representing an impressive increase of nearly 80% as compared
to the 9,000 specialized vehicles sold in prior year’s corresponding
period. Its main products comprised mainly multi-purpose mini-
vans, redecorated vans and mini-container wagons, etc.

Operating margin reduced to 1.5% from 2.4% recorded in prior
year's corresponding period as a result of a substantial increase in
the distribution costs incurred for the selling of certain specialized
vehicles to those provinces located far away from Liuzhou.

In view of the increasing demands of the specialized vehicles
and the Group’s nationwide marketing strategy to promote its
products across the whole China, the Group has plan to expand
its production capacity by establishing a new production plant in
Qingdao to facilitate geographical diversification which enables
quality services and cost effectiveness.
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The Group expects the market growth of the specialized vehicles
products will continue in the second half of 2009 due to the
favourable market conditions, which in turn will benefit the
business performance of this division for the full year.

Trading and Supply Services - Liuzhou Wuling Motors
Industrial Company Limited (“Wuling Industrial”)

Turnover (based on external sales) of the trading and supply
services division for the six months ended 30 June 2009 was
RMB191,735,000, representing a decrease of 29% compared
to prior year's comparative figures. Inter-segment sales which
were primarily contributed from the sales to Wuling United was
RMB1,472,850,000, representing an increase of 49% compared
to prior year’s comparative figures. Operating profits for the
respective period was RMB21,368,000, representing a decrease
of 45% compared to prior year's comparative figures.

The trading and supply services undertaken by Wuling Industrial
provided a steady income stream to the Group and recorded a
decent segmental share in the Group’s operating profits.

Apart from the inter-segment sales, revenue from the trading
and supply services was mainly generated from SGMW and
its suppliers, which relied on Wuling Industrial to provide the
necessary factors of production such as the raw materials, water
and energy supply through a centralized procurement platform.
This centralized procurement model guaranteed benefits from
bulk purchases and scale operations to the participated entities
and ensured their competitiveness in the industry.

During this six months period, the trading and supply services
division continued to experience business expansion resulting
from the continuous strong market demands for the vehicles
produced by SGMW.

Operating margin was, on the other hand, reduced as compared
to prior year’s corresponding period due to an increase in research
and development expenses of approximately RMB17,000,000
incurred in the current period. These research and development
expenses were primarily incurred for certain business development
projects for new products and models which will contribute to
the profitability of the division in future.

The Group expects the growth of business of SGMW from the
existing models and the launch of new models will continue to
boost the revenue of the trading and supply services division in
the second half of 2009 which will contribute to the business
performance of the division for the full year.
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FINANCIAL REVIEW
Income Statement

Group’s turnover for the six months ended 30 June 2009 was
RMB4,813,928,000 representing a significant 31% increase as
compared to prior year's comparative figures which were mainly
attributable to the continuous strong market demands for the
vehicles produced by our key customer, SGMW, and the increasing
sales of specialized vehicles on the back of the favourable policies
implemented by the government during the period.

Gross profits for the six months ended 30 June 2009 was
RMB404,360,000, representing a less impressive 21% as
compared to prior year's comparative figures. This was due to
the impact of certain undesirable effects caused by a sudden
surge in demands and the initial stage operations of certain
new facilities of the Group in the first half of 2009 which drove
up the cost of production in these facilities. Accordingly, gross
margin of the Group was slightly declined to 8.4% from 9.1%
recorded in prior year’s corresponding period. The single digit gross
margin condition was also a reflection of the keen competition
environment in the automobile industry in China.

Taking into account of the loss on fair value adjustment of
RMB61,437,000 relating to the convertible loan notes issued by
the Company in January 2009 for the purpose of financing the
capital injection to Wuling Industrial, the Group recorded net
profits of RMB29,867,000 for the first half of 2009 and a loss
attributable to the owners of the Company for the respective
reporting period amounted to RMB41,440,000.

On the basis of the exclusion of the aforementioned fair value
adjustment, net profits and profit attributable to the owners
of the Company will be adjusted to RMB91,304,000 and
RMB19,997,000 respectively, representing respective increases
of 2.5% and 138% as compared to prior year's comparative
figures.

On 12 January 2009, the Company issued convertible loan notes
with principal amount of HK$100,000,000 to a substantial
shareholder, Wuling (Hong Kong) Holdings Limited which
bears interest at 6% per annum. Net proceeds amounting to
approximately HK$99,000,000 from the issue had been injected
into Wuling Industrial subsequently for providing additional
working capital for its operations. Subsequent to this capital
injection, the percentage of the paid up capital of the Company
in Wuling Industrial was increased from 17.2% to 30.5%, which
was used as the basis to calculate the profits or loss attributable
to the equity holders for the first half of 2009.
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Other income comprised primarily sales of scrap materials, bank
interest income and gain on disposal of the Group's certain
properties in Hong Kong was in aggregate RMB40,162,000 for
the six months ended 30 June 2009, representing a decrease
of 35% as compared to prior year's comparative figures. The
decrease was mainly attributable to a substantial decline in the
sale values of scrap materials.

Distribution costs of the Group comprised primarily transportation
costs, warranty expenses and other marketing expenses was in
aggregate RMB78,312,000 for the six months ended 30 June
2009, representing an increase of 18% as compared to prior
year's comparative figures. The increase was mainly attributable
to the significant increase in the transportation cost incurred by
the specialized vehicles division as abovementioned.

General and administrative expenses of the Group comprised
primarily salary and allowances, various insurance expenses,
rental expenses and other administrative expenses was in
aggregate RMB195,705,000 for the six months ended 30 June
2009, representing an increase of 9% as compared to prior
year's comparative figures. The increase was in line with the
increasing scale of operation resulting from the continuous
business expansion of the Group.

Research and development expenses for the six months ended
30 June 2009 amounted to RMB40,979,000, representing an
increase of 102% as compared to prior year's comparative figure.
The research and development expenses were mainly incurred
for new products and continuing development of new models
projects, as well as certain business development plans.

Finance costs for the six months ended 30 June 2009 amounted
to RMB22,004,000, representing an increase of 31% as compared
to prior year's comparative figures. The balances included the
finance cost of RMB4,014,000 incurred for the abovementioned
convertible loan notes issued by the Company.

Taking into account of the loss on fair value adjustment on the
convertible loan notes as aforementioned, the Company recorded
a loss per share of RMB4.52 cents for the six months ended 30
June 2009. On the basis of the exclusion of the aforementioned
fair value adjustment, the Company will record an earnings per
share for of RMB2.18 cents for the respective period, representing
an increase of 137% as compared to prior year's comparative
results.
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Financial Positions

As at 30 June 2009, total assets and total liabilities of the
Group stood at RMB7,195,275,000 and RMB6,538,906,000
respectively.

Non-current assets amounted to RMB713,146,000 comprised
mainly property, plant and equipment and prepaid lease payment,
etc.

Current assets amounted to RMB6,482,129,000 comprised mainly
inventory of RMB588,170,000, trade and other receivables and
bill receivables discounted with recourse of RMB4,194,983,000,
bank and cash balances (inclusive of pledged bank deposits) of
RMB1,693,221,000. Amount due from SGMW, a related company
and a key customer in the engines and automotive components
businesses of the Group amounted to RMB2,281,997,000 was
recorded as trade and other receivables in the balance sheet.
These receivables balances were subject to normal commercial
settlement terms. Total cash and bank balances amounted to
RMB1,693,221,000, in which RMB922,263,000 were pledged
bank deposits to secure the banking facilities offered to the
Group. Overall, the Group had cash (excluding pledged bank
deposits) net of bank borrowings amounting to RMB559,112,000
as at 30 June 2009.

Current liabilities amounted to RMB6,457,849,000 comprised
mainly trade and other payables and advances drawn on bill
receivables discounted with recourse of RMB5,027,606,000,
amount due to related companies of RMB1,028,843,000, provision
for warranty of RMB77,061,000, tax payable of RMB35,880,000,
bank borrowings — due within one year of RMB205,924,000 and
derivative financial instrument of RMB79,796,000. Amount due
to Liuzhou Wuling, a substantial shareholder of the Company and
the joint venture partner of Wuling Industrial which amounted
to RMB1,027,761,000 was recorded under current liabilities. The
derivative financial instrument represented the fair value of the
conversion option embedded in the convertible loan notes by an
independent valuer as at 30 June 2009.

Net current assets decreased to RMB24,280,000 as at 30 June
2009 from RMB82,815,000 as at 31 December 2008, primarily
attributable to the inclusion of the derivative financial instrument
in relation to the convertible loan notes. As a non-cash item, the
derivative financial instrument is not expected to have a material
impact on the operating cashflow of the Group.

Non-current liabilities amounted to RMB81,057,000 comprised
mainly bank borrowings of RMB5,922,000 and the liability
component of the convertible loan notes of RMB71,357,000.
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Liquidity and Capital Structure

The Group was operating under a net cash inflow position for
the six months ended 30 June 2009, in which net cash from
operating activities amounted to RMB552,679,000.

As at 30 June 2009, the Group maintained cash and cash
equivalents of RMB770,958,000, which was increased by
RMB174,892,000 as compared to the reporting balances as at
31 December 2008.

Group’s bank borrowings decreased slightly from RMB217,316,000
as at 31 December 2008 to RMB211,846,000 as at 30 June 2009.
Apart from bank borrowings, five-year convertible loan notes
with principal amount of HK$100,000,000 and maturity date on
12 January 2014 were issued by the Company to a substantial
shareholder during the period for financing the capital injection
in Wuling Industrial.

Overall, the Group had cash net of bank borrowings amounting
to RMB559,112,000 as at 30 June 2009.

As 30 June 2009, the Group had a gearing ratio of 32.4%
calculated based on the Group’s total bank borrowings and the
Group's net assets, which was slightly increased as compared to
the gearing ratio of 30.8% as recorded at 31 December 2008.

Issued capital was RMB3,659,000 as at 30 June 2009 which was
the same as the amount recorded on 31 December 2008.

Total shareholders’ equity comprised primarily the share premium
account, contributed surplus and after deducting the accumulated
losses, amounted to RMB105,114,000 as at 30 June 2009. Net
asset value per share was RMB11.5 cents as at 30 June 2009.

Pledge of Assets

As at 30 June 2009, the property held by the Group in Hong
Kong with an aggregate value of RMB1,418,000 were pledged to
secure the bank loans granted to Group. Besides, bank deposits
amounting to RMB922,263,000 were pledged to the banks to
secure certain banking facilities offered to the member companies
of the Wuling Industrial Group.

Exposure to Fluctuation in Exchange Rates

As at 30 June 2009, the Group maintained foreign currency
and Hong Kong dollar bank loans of an aggregate amount of
RMB6, 190,000, Hong Kong dollar bank deposits of an aggregate
amount of RMB5,623,000, foreign currency and Hong Kong
dollar loan and trade receivable of RMB11,342,000, Hong
Kong dollar trade payable of RMB19,727,000 and Hong Kong
dollar convertible loan notes with principal value amounting
to RMB88,000,000. In comparison with the relative size of
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the Group’s assets, liabilities and main transactions which are
denominated in RMB, the Group regarded its exposure to
fluctuations in exchange rates and currencies to be minimal.

Commitments

As at 30 June 2009, the Group has outstanding commitments,
contracted but not provided for in the financial statements, in
respect of the acquisitions of construction in progress and property,
plant and equipment amounting to RMB183,559,000.

Contingent Liabilities

As at 30 June 2009, Wuling Industrial, a subsidiary of the
Company provided a corporate guarantee to a financial institution
to the extent of RMB200,000,000 in respect of revolving banking
facilities granted to Liuzhou Wuling. The directors do not consider
it is probable that a claim will be made against Wuling Industrial
under this corporate guarantee.

SUPPLEMENTARY NOTES ON THE SINO-FOREIGN
JOINT VENTURE ENTERPRISE WITH LIUZHOU
WULING

On 15 May 2007, the Company entered into the following
agreements with Liuzhou Wuling in relation to the proposed
formation of a sino-foreign joint venture enterprise for the
development of the manufacturing and trading businesses of
automotive engines, components and specialized vehicles in the
People’s Republic of China (“PRC"):

a) an agreement in relation to the increase in the registered
capital of Liuzhou Wuling Motors Industrial Company
Limited (“Wuling Industrial”) and the subscription of 51%
of the enlarged registered capital of Wuling Industrial by
the Company at the total amount of RMB391,000,000
(“Subscription Money”); and

b) a joint venture agreement in relation to the establishment
of Wuling Industrial as a sino-foreign joint venture
enterprise in the PRC.

According to the aforementioned agreements, the Subscription
Money shall be payable by the Company in cash in two stages
as follows:

i) 20% of the Subscription Money which amounts to
RMB78,200,000 will be payable within 30 days from the
set up date of Wuling Industrial as a sino-foreign joint
venture enterprise (“First Subscription Money”); and
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ii) the remaining 80% of the Subscription Money which
amounts to RMB312,800,000 will be payable within 2
years from the set up date of Wuling Industrial as a sino-
foreign joint venture enterprise.

The proposed formation of the sino-foreign joint venture with
Liuzhou Wuling has been fully stated in the Company’s circular
dated 25 June 2007 and was subsequently approved by the
independent shareholders in the special general meeting of
the Company held on 12 July 2007. On 28 August 2007, the
Company further announced that the sino-foreign joint venture
enterprise had been formally set up.

On 31 August 2007, the Company remitted the First Subscription
Money to the designated bank account of Wuling Industrial in
accordance with the aforementioned agreements, representing
approximately 17.2% of the current total paid up capital of
Wuling Industrial.

On 14 January 2009, by the funds raised from the issue of the
convertible loan notes as aforementioned, the Company further
injected approximately RMB87,000,000 into Wuling Industrial.
Subsequent to this capital injection, the percentage of the paid
up capital of the Company in Wuling Industrial was increased
from 17.2% to 30.5%.

On 17 August 2009, the Company announced the delay in the
payment of the outstanding Subscription Money which amounted
to approximately RMB225,800,000, in which the Company,
Liuzhou Wuling and Wuling Industrial were in the process of
negotiation due to the fact that more time is required for the
Company to arrange for the fund raising activities for the purpose
of financing the payment of the outstanding balances.

INTERIM DIVIDEND

The Board did not recommend the declaration of an interim
dividend for the six months ended 30 June 2009.

DISCLOSURE OF INTERESTS

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES OF THE COMPANY
OR ANY ASSOCIATED CORPORATIONS

As at 30 June 2009, the interests of the directors of the Company
and their associates in the shares and underlying shares of the
Company and its associated corporations, within the meaning
of Part XV of the Securities Future Ordinance (the “SFO"), as
recorded in the register maintained by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”),
contained in the Listing Rules were as follows:
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Long positions in the shares of the Company

RAERGRGZIFE

Approximate%
Number of of the issued
Name of Director Capacity Shares held share capital
FrE e BITRA
EERR g4 BERAEE BMAB DL (%)
Mr. Lee Shing (“Mr. Lee") Held by controlled corporation (Note 1) 278,259,613 30.34%

FHEEE(FRE]D BBXEHATEE (M)
Mr. Zhou Sheji (“Mr. Zhou") Held by controlled corporation (Note 2) 44,770,000 4.88%

FEexE(EELED BB ES A RFEA (FF2)

Note:

()

The 278,259,613 Shares are owned by Dragon Hill Development
Limited (f&1LZ R BB Q) (“Dragon Hill"), a company wholly-
owned by Mr. Lee. Reference is made to the circular of the
Company issued on 25 June 2007 (the “Circular”) and unless
the context herewith otherwise requires, terms used in this note
shall have the same meanings as in the Circular. A share charge
has been created on 280,959,613 Shares held by Dragon Hill in
favour of ¥MIMNAZEREEEHR A F(Liuzhou Wuling Motors
Company Limited, “Liuzhou Wuling”) pursuant to the execution
of the Share Charge Documents on 28 August 2007 in which
Dragon Hill has agreed to guarantee and undertake to procure (i)
the due performance of the Company under the JV Agreements,
and (i) the Company not to allot and issue any of the new shares
of the Company without the prior written consent of Liuzhou
Wauling during the Guarantee Period (i.e., the 36 month-period
from the date of the Share Charge). According to the Share Sale
Agreement, the Share Charge Documents should be executed
simultaneously with the completion of the Share Sale Agreement
and that if the Company fails to duly perform its obligations
pursuant to any of the JV Agreements or if the Company issues
any of the new shares in breach of its undertaking, Liuzhou
Wauling (or its wholly-owned subsidiary(ies) shall have the right
to acquire the Charged Shares (i.e., the 280,959,613 Shares held
by Dragon Hill, being all of the shares of the Company held by
Dragon Hill upon completion of the Share Sale Agreement which
are agreed to be charged to Liuzhou Wuling (or its wholly-owned
subsidiary(ies) by Dragon Hill under the Share Charge) from
Dragon Hill at the price of HK$0.29 per Charged Shares during
the Guaranteed Period. Pursuant to a consent letter issued by
Liuzhou Wuling, the number of Charged Shares has been reduced
to 272,959,613 Shares with effect from 28 October 2008.

Mr. Zhou is beneficially interested in 44,770,000 Shares, which
interests are held by his controlled corporation, Gao Bao
Development Limited.

(2)
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Save as disclosed above and the interests as disclosed under
the section headed “Directors” Rights to Acquire Shares below,
none of the directors of the Company nor their associates had
any interests or short positions in any shares, underlying shares
of the Company or any of its associated corporations as at 30
June 2009 which had been entered in the register kept by the
Company pursuant to Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to
the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

As at 30 June 2009, the number of outstanding option shares
granted by the Company under the option scheme adopted on
11 June 2002 (the “Scheme”) for the directors of the Company
to subscribe for the share of the Company, as recorded in the
register required to be kept under Section 352 of the SFO or
as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code is set out below:
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Approximate
% of the issued

Number of share capital Price of  Subscription
Name of Director  Capacity options granted FrE2#1TIRA  Exercise period grant price per share
g L) FriR iR S E BREIL% TREHS RHER BRABE
Ms. Liu Yaling Beneficial Owner 350,000 0.04%  From 21 January 2008 to HK$1 HK$2.318
BlErnt EREBA 31 December 2009
—ETNF-AZ+—RHZE BT 1847
—EENFFTA=1—H
Mr. Pei Qingrong Beneficial Owner 350,000 0.04%  From 21 January 2008 to HK$1 HK$2.318
LEREE EREBA 31 December 2009
—ETNF-AZ+—RHZE BT 1847
—EENFFTA=1—H
Mr. Wang Shaohua  Beneficial Owner 350,000 0.04%  From 21 January 2008 to HK$1 HK$2.318
ToErdt EREBA 31 December 2009
—ETNF-AZ+—RHZE AT 1847
—EENFFTA=1—H
Mr. Yu Xiumin Beneficial Owner 180,000 0.04%  From 21 January 2008 to HK$1 HK$2.318
TESEE EREBA 31 December 2009
—EENF-AZ+—RHZE AT 1847
—EENFFTA=1—H
Mr. Zuo Duofu Beneficial Owner 180,000 0.04%  From 21 January 2008 to HK$1 HK$2.318
EHRESE BEREBA 31 December 2009
—EENF-AZ+—RHZE AT 1847

Save as disclosed herein, at no time during the period was the
Company, its subsidiaries, its fellow subsidiaries or its holding
companies a party to any arrangement to enable the directors
of the Company to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other body
corporate.

“ETEAF+-A=1—H

B EXFTEESN NI AERERE - A2F - ARER
A HRRMEB AR S EERARBER LR - Bue
AR EEAFEBEEARR RS ATEMEAZ RN HUE
F RIS ER o
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES OF
THE COMPANY

The register of substantial shareholders maintained by the
Company pursuant to Section 336 of the SFO shows that, as at
30 June 2009, other than the interests disclosed above in respect
of the directors of the Company, the following shareholders of
the Company had notified the Company of their relevant interests

FERRAADAROREARG 2 EBERXR

RRARIRIERAFMABERIEIFEF 2 EERRELM
BN R-ZFTAFAA=ZTH BREXHABEBEEBEARRA
BEx2#Ems TIARRABRREAARFAAEHEERAR
BT BT 2 6 B -

in the issued share capital of the Company:

Long positions in the shares of the Company

RARBRG ZIFE

Approximate %

Nature of Number of of the issued
Name of Shareholders Capacity interest ordinary shares share capital
Frh B 4TI A
EEpE 514 ERME ZEREAE BABE DL (%)
Dragon Hill (Notes 1 and 2) Beneficial Owner Corporate 278,259,613 30.34%
&1L (e 122) E=AA NC]
Wauling (Hong Kong) Beneficial Owner Corporate 682,594,743 74.41%
Holdings Limited E=AA A A
("Wuling HK Holdings")
(Notes 2, 3 and 4)
TEEBERERAA]
([HZEBRBER])
(M52 ~ 3%4)
Wuling Motors (Hong Kong) Interest in controlled Corporate 682,594,743 74.41%
Company Limited corporation
("Wuling HK") S AT 2 AT
(Notes,2 3 and 4)
hEAEEB)ERAA]
([HZEEE])
(M52 ~ 3%4)
Liuzhou Wuling Motors Interest in controlled Corporate 682,594,743 74.41%
Company Limited* corporation
(“Liuzhou Wuling") Rk NS o £ NG]
(Notes 2, 3 and 4)
MIMEZERBEERETAF]
(TENEZED)
(M52 ~ 3%4)
*  For identification purpose only (£ 5
Notes: ek

(M

The entire issued share capital of Dragon Hill is legally and
beneficially owned by Mr. Lee, a director and the controlling
Shareholder. Accordingly, this parcel of shares of the Company has
also been disclosed as long position of Mr. Lee under the above
section of “Directors’ Interests in Shares and Short Positions in
Shares and Underlying Shares of the Company or any Associated
Corporations”.

(1) BB ERTRAREEREERRFAERERERHE
B o Ut - ZHARBRM IR L X EBERARRRAEM
HEORE R D RABRRND 2R AR | —HARELFE
EZHR -



Reference is made to the circular of the Company issued on
25 June 2007 (the “Circular”) and unless the context herewith
otherwise requires, terms used in this note shall have the
same meanings as in the Circular. A share charge has been
created on 280,959,613 Shares held by Dragon Hill in favour of
Liuzhou Wuling pursuant to the execution of the Share Charge
Documents on 28 August 2007 in which Dragon Hill has agreed
to guarantee and undertake to procure (i) the due performance
of the Company under the JV Agreements, and (ii) the Company
not to allot and issue any of the new shares of the Company
without the prior written consent of Liuzhou Wuling during the
Guarantee Period (i.e., the 36 month-period from the date of
the Share Charge). According to the Share Sale Agreement, the
Share Charge Documents should be executed simultaneously
with the completion of the Share Sale Agreement and that if
the Company fails to duly perform its obligations pursuant to
any of the JV Agreements or if the Company issues any of the
new shares in breach of its undertaking, Liuzhou Wuling (or its
wholly-owned subsidiary(ies) shall have the right to acquire the
Charged Shares (i.e., the 280,959,613 Shares held by Dragon Hill,
being all of the shares of the Company held by Dragon Hill upon
completion of the Share Sale Agreement which are agreed to be
charged to Liuzhou Wuling (or its wholly-owned subsidiary(ies)
by Dragon Hill under the Share Charge) from Dragon Hill at the
price of HK$0.29 per Charged Shares during the Guaranteed
Period. Pursuant to a consent letter issued by Liuzhou Wuling,
the number of Charged Shares had been reduced to 272,959,613
Shares with effect from 28 October 2008.

The entire issued share capital of Wuling HK Holdings is held by
Wauling HK, whereas the entire issued share capital of Wuling HK
is held by Liuzhou Wuling. Accordingly, Wuling HK and Liuzhou
Wauling are deemed to have an interests in the Shares in which
Wauling HK Holdings is interested under the SFO.

The long positions held by the substantial shareholders include: (i)
the 274,500,000 Shares beneficially owned by Wuling HK Holding
as at 30 June 2009; (ii) the 272,959,613 Shares held as security
interest pursuant to Note 2 above; and (iii) the 135,135,130
Shares issuable to Wuling HK Holdings upon exercise in full the
conversion rights attaching to a convertible notes issued by the
Company to Wuling HK Holdings on 12 January 2009 according
to a subscription agreement dated 28 November 2008, details of
which have been fully disclosed in the circular of the Company
dated 16 December 2008.

Other than as disclosed above as at 30 June 2009, the Company
has not been notified of any other relevant interests and short
position in the shares capital of the Company, which had been
recorded in the register required to be kept under section 336
of the SFO.

BRLAF[ERAERAF | —ZTNAFPHRRE

) RIEMARRNZETLF A+ RB TR ZBRH([ZE
1) RBRASCSBRESN - M AT A 2 5 B R A
NEBRAE - BER—TT+FNAZTNBELZRD
B BERLE L AT B 2280,959,613/% A% 1) i 15 5% —
BUMNAZEAEZAZROER - BtEILEREERK
FERENARAFIEEBITAE R - RO)ARRQBRLEHM
FEFAEERET RERPBBIROERE B 51361
B)RRGE T RETARRFAEMFIRND  RBRMD B E1H
& BIIROER M EETRRG S HERL - EA
RAIRGERBITENEMEERZ T2 EESERNRFHE
THEAFROMERER - WNAZE(KE2EWNBARNA
EERERAR - LERERRD0.298 T 2 BI%AE LEA
GRS (BIE 1L P 2.280,959,613M /8 (5 + I BN Ak
IR TR AR 17 & 1 a8 S AT FE 8 T B B 2 AR IR AR 1D B 1
AEERTIMAZE(KEZEMRBRR) 2 2BARFR
7)) BEBEWMNAZEHRL 2RZE  BRRHBE-TTNF
+A=Z+\BREHIRE272,959,6130& % °

3) TEREER2HEHTRARDETBRE  MAZEEE
22 BTRARAYIMNEZERE © #ult - AEFB LY
MAZERBE S AT GROIBAR RN h B ERE A #a
ZRN R AR o

(4) FTERRFHEZHBEEE ()R
EEBEREEA 2274,500,00088 8819 ¢ ()R L M
R VR RAE S 2 272,959,6 130X A% 1) ¢ R (iR A E A
ZZEN\F+-AZTN\BZRERE - ARARRZZTTH
F-A+-ARRERBIERBEITARBRBIEMS 2 Kk
%Z%*%uﬂ%«éﬁ%éﬁ%ﬂ%%%% A% 135,135, 130Hxﬂx
7B BEFHBRARR T N\F+_A+ BHEZB

—EENFAA=+HAR

E%LYFWEZ?E%M\“:_ EEAFRA=TH  ARAFLE
B RLHENREE SR KB IRIIFE3 361%3?‘2%&6%
MZ AR R BB EAT E G B s SR
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OTHER INFORMATION
SHARE OPTION SCHEME

Ht&EH
BRESE

On 11 June 2002, the Company adopted a share option scheme R-ZZZ_FXA+—H » N2 RN —EERETEI([ %

(the “Scheme”) for the purpose of providing incentives and  3t&l]) - EAEANEBER ZAINELE SR 2 & B K& H
rewards to eligible participants who contribute to the success — EIZ{LEE) K 27 -

of the Group’s operations.

(a) A summary of the Scheme is as follows:

UTRZFEZHE

Purpose Provide incentives and rewards to eligible participants.
B & A& BB EE R SR & HER

Participants Eligible participants include:

2HE EEB2EERT

(i) any employee(s) (whether full-time or part-time employee(s), including
any executive director but not any non-executive director) of the
Company and its subsidiaries;

KRB RAMBARIZEMES (THE2BARBES - BEEMAMT
EEENRETAENTES):

(i) any non-executive director (including independent non-executive
directors) of the Company and its subsidiaries;
RABREMBRE 2 ERFFRITES(BEB L IENITESE):

(i)~ any supplier of goods or services to any member of the Group;
REEEMBL B AR 2 AR E mek AR R

(iv) any customer of the Group;

REEZ ARIZBF

(v) any person or entity that provides research, development or other
technological support to the Group; and
AR E LR AT - BB S MR R 2 EMA LR ERE

(vi)  any shareholder of any member of the Group or any holder of any
securities issued by any member of the Group.

REBEAKE R R Z AR R KA KB AR E R R T EITERE S
ZAEAFAA -
Total number of ordinary shares 91,728,804 ordinary shares, being 10% of the issued share capital, which
available for issue and the was refreshed by the shareholders of the Company on 23 May 2008.

percentage of the issued share
capital that it represents as at
the date of the interim report

AT LB B & 91,728,804M @AY - BB BTN 10% » EHARABIBRERA-ZTZTN\F
HRA AR B3Rk B BART( FA-Z+t=BE#H-

BEEITRAZADL



Maximum entitlement of
each participant
B 2HE &

Period within which the securities
must be taken up under an option
B RARBREREERE 2 BR

Minimum period for which an
option must be held before
it can be exercised
BRI AT IR A < AR AR

Amount payable on acceptance
F MBS RIS 2 FRIR

Period within which
payments/calls/loans must be
made/repaid

R MEBRRREEE SR HR

Basis of determining the exercise price

EETEEIEE

The remaining life of the Scheme

%aT 82 FErB I

BRLAFE[ERAERAF | —TT2NAFPHRRE

The maximum number of ordinary shares shall not exceed 1% of the issued
ordinary share capital of the Company in issue in any 12-month period.
TERBASZIAEBAARARNEMNTZEANBEEBTERRERAZ
1% -

Subject to the discretion on issuance of board of directors.
BIIRBEZTEMIBEET -

Not applicable.

TNEM -

HK$1.00.
1.00/87T °

Not applicable.

TE -

Determined by the directors at their discretion and shall not be lower than
the highest of:
HESHBEET  INMEERTISEH I ZaE

(i) the closing price of the ordinary shares on the Stock Exchange at
the offer date, which must be a trading day;
REBB(WARRSH) BRI KME :

(ii) the average closing price of the ordinary shares on the Stock Exchange
for the five business days immediately preceding the offer date;
and
SEEN BRI A ES % B T@RAER I FHERmE : &

(iii) the nominal value of an ordinary share.
TR 2 A o

The scheme will be valid and effective until 7 July 2012, after which no
further options will be granted but the provisions of the Scheme shall remain
in full force and effect in all other respects. Options complying with the
provisions of the Listing Rules which are granted during the duration of
the Scheme and remain unexercised immediately prior to 7 July 2012 shall
continue to be exercisable in accordance with their terms of grant within
the option period for which such options are granted, notwithstanding the
expiry of the Scheme.

ZAEH—EER EE_T—_F+tA+HARIL  HETEBEREEMER
T MR B Z SRR A 5 ERFF R ) « BMEZAT BB @
REZETEBRARAEE MR EE T ——F - AL ADKRITEERFE LT
IRARTE < BARRE - 1P 0 52 5 R AR AR 2 T PO RE B ) bR LI 1 IRk
BITIE -
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(b) Movements of the Scheme during the period ended 30  (b) RBIELEMRANE17.071&  REZ2_ZEZThFA
June 2009 are listed below in accordance with rule 17.07 + B - BB RZET E 2 E B IE T
of the Listing Rules:

As at As at Subscription
1 January Lapsed/ 30 June price per
Category 2009 Granted Exercised cancelled 2009 Exercise period Shares
RZZBNE RZZEhE
L] —A—Ra0 R 7 k¥/=#8% ~A=tA Gpd: SRABE
Director
=
Ms. Liu Yaling 350,000 - - - 350,000 From 21 January 2008 HK$2.318
TRt to 31 December 2009
“ZEN\E-A=+—HZ 231887T
ZEENFETZA=1—H
Mr. Pei Qingrong 350,000 - - - 350,000 From 21 January 2008 HK$2.318
FEHREE to 31 December 2009
“ZEN\E-A=+—HZ 231887T
ZERAFETZA=1—H
Mr. Wang Shaohua 350,000 - - - 350,000 From 21 January 2008 HK$2.318
FhEEE to 31 December 2009
“ZEN\E-A=+—HZ 231887T
ZERAFETZA=1—H
Mr. Yu Xiumin 180,000 - - - 180,000 From 21 January 2008 HK$2.318
THEGgEE to 31 December 2009
“ZEN\E-A=+—HZ 231887T
ZERAFETZA=1—H
Mr. Zuo Duofu 180,000 - - - 180,000 From 21 January 2008 HK$2.318
LSRG to 31 December 2009

“FF\E-A-t+—-HZ 231887
“EFAEToAS-R

Resigned director

BEES
Mr. Cheng Kin

Wah Thomas? 180,000 - - - 180,000 From 21 January 2008 HK$2.318
HfpEE g0 to 31 December 2009

“FF\E-A-t+—-HZ 231887
“EFAEToAS-R

Continuous contract

employees
BFEANER
In aggregate 13,480,000 - - - 13,480,000 From 21 January 2008 HK$2.318
A to 31 December 2009

“FF\E-A-t+—-HZ 231887
“EFAEToAS-R

15,070,000 - - 15,070,000




Notes:

(1) All the options were granted on 2 January 2008 and
were vested immediately on the date of acceptance.

(2) Mr. Cheng Kin Wah Thomas resigned on 31 March 2009
and the exercise period of his share options remained
effective until 31 December 2009.

PURCHASE, REDEMPTION AND SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries has purchased,
redeemed or sold any of the Company’s listed securities during the
period ended 30 June 2009 (Period ended 30 June 2008: Nil).

RESIGNATION AND CHANGE IN DETAILS OF
DIRECTORC(S)

During the period, Mr. Cheng Kin Wah Thomas resigned as
independent non-executive director of the Company with effect
from 31 March 2009.

During the period, in consideration of the increasing level of
duties and responsibilities as well as the market conditions, the
remuneration packages of the independent non-executive directors
were revised with effect from 1 April 2009, in which the director’s
fee payable to Messrs. Yu Xiumin and Zuo Duofu was revised
from HK5,000 to HK$10,000 per month, whereas the director’s
fee payable to Mr. Ye Xiang was revised from HK$10,000 to
HK$15,000 per month.

Mr. Lee Shing was appointed as executive director of Grand T G
Gold Holdings Limited (stock code: 8299, a company listed on
the Growth Enterprise Market of the Stock Exchange) on 17 July
2009.

CORPORATE GOVERNANCE PRACTICES

The Company recognizes the importance of good corporate
governance to the Company’s healthy growth and has devoted
considerable efforts to identifying and formulating corporate
governance practices appropriate to the Company’s needs.

The Company has applied the Code on Corporate Governance
Practices ("CG Code”) contained in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited, as amended from time to time, (“Stock
Exchange”) (“Listing Rules”) sets out the principles of good
corporate governance and the code provisions as set out in the
CG Code and complied with most of these code provisions save
for certain deviation from the CG Code provisions in respect of
A.2.1.

BRLAFE[ERAERAF | —TT2NAFPHRRE

MEE

(1 FIBERHERER -_ZTN\F—A - BRHENE
IR H BB BRI -

@  BREERER-FTAEZAST AR 2B
B2 T EE - FEAE T A=+ Al
HAH -

BE BORHEARRTZ EHES

REBZ-ZZEAFNA=THIEREABPEA - AAFRSHE
EHAMNBARMERE - BRRHEARRBZEM LHES
(ZZZNFRA=ZTHIEAREARSME : &) -

ESRIRENEE

RER - BREEERIADTDZBUFRITES  G-F
FAEZA=+—BREN -

REIR - ERBBEBRENERTSIER  BUFNTES
CEHBEBOIELRE A STAFMNA —BREN -
bt BN FEREERLZREEZESHMEHE A5,000
PEITHE 10,0008 - MENERNEE 2 EZTHWEHETA
10,0008 7C#A % 515,000/8 7T °

FRAELER _ZTENFLAT L REZERBRZMAIER
ERFRRAARFESERERAF MR - 8299) ZHITE
=

EEERER
ARAFRABRCEREBRHARFARERRCERN - &
HAOSKERBENAARRABRIEEERER

ARBCEAEIREEHARXIAERAA (BT ])E
H EWmARAN ERHRE DSR4z CEERER(EES
B ZI#z RIFEEERRAREE TRIFAH 2 T RIGX
(BARIERT) - BT REODE TR - EREEA 2. 1ET
AMERZETHIE °
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The CG Code provision A.2.1 stipulates that the role of Chairman
and Chief Executive Officer should be separate and should not be
performed by the same individual. The present Chairman of the
Company, Mr. Lee Shing also acts as the Chief Executive Officer
of the Company. The Board believes that vesting the roles of
both Chairman and Chief Executive Officer in the same person
provides the Company with strong and consistent leadership and
allows for effective and efficient planning and implementation
of business decisions and strategies.

The Board also considers that the current structure of vesting the
roles of Chairman and Chief Executive Officer in the same person
do not impair the balance of power and authority between the
Board and the management of the Company.

COMPLIANCE WITH MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted its own code of conduct regarding
directors’ dealings in the Company’s securities (the “Own Code")
on terms no less exacting than the Model Code, as amended
from time to time.

Specific enquiry has been made of all the directors of the Company
and the directors of the Company have confirmed that they have
complied with the Own Code and the Model Code throughout
the period ended 30 June 2009.

AUDIT COMMITTEE

The Audit Committee, comprising the three independent non-
executive directors, namely Mr. Ye Xiang (the Chairman), Mr. Yu
Xiumin and Mr. Zuo Duofu, is established in accordance with
the requirements of the Code, for the purpose of reviewing
and providing, inter alia, supervision over the Group’s financial
reporting process and internal controls. The terms of reference
of the Audit Committee are disclosed on the website of the
Company.

At the request of the Audit Committee, the Company’s auditors.
Deloitte Touche Tohmatsu, had carried out a review of the
unaudited interim financial information for the six months ended
30 June 2009 in accordance with Hong Kong Standard on Review
Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by
the Hong Kong Institute of Certified Public Accountants. The
independent interim financial information for the six months
ended 30 June 2009 have also been reviewed by the Audit
Committee.

EESTHA2VERTHR  TERTRAH 2 ACAERD
BTEAR—ALTEE - ARRREZEFHELRGEE
ARRITBAEZAB - EFEHE AR -ABEXIER
TREEZ ABEREARR THERM @RI A [
A BN R e R R 1 SR B e BT TSR R o

%’\JTE e @EEHIT AEEXTFERTRERACZRE
EHREFTGRANTNERE L HIENRERKE -

BTESETESXZNEETA

AARBAANEEEEAAA
SR - BB

BEHORMAEIRTE( AT
PRI RRIHET) -

AARBERMEEBANAEEEHAEEN  ARFEFDH
REER_BEZAFRAAZTHEARNEAR—BEET AR
AR AEEFA -
ERERE

ERZEERB=RBUIFNTESER  DRIAEA(E
B) THEBEEREZRESE  YBREE TR ZHREK
¥ WENARERAEE 2 (BREEM) MBRHEERF AR
B - BRZEGZRBBEEHNEENARRZHE -

BRERZEGZ2EFR  ARRREEEY - BERTT 6D
EBMEREB SN ASEM Z(EEEMIIELRDE
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NERNAZTALERNEAZAEEZT MU B EETE
B BE_REAFRNA=THIERNEAZBIL RHBE
Mg BEZZESEMH -



HUMAN RESOURCES AND REMUNERATION
POLICY

At 30 June 2009, the Group had approximately 5,100 employees,
including directors. Total staff costs for the six months ended 30
June 2009 were approximately RMB162,005,000. The remuneration
policy was reviewed in line with the current applicable legislation,
market conditions as well as the performance of the Company
and the individual.

Besides, the Remuneration Committee of the Company, comprising
the three independent non-executive directors, namely Mr. Zuo
Duofu (the Chairman), Mr. Yu Xiumin and Mr. Ye Xiang, established
under the Board, will also make recommendations on and give
approval to the remuneration policy, structure and remuneration
packages of the directors and the senior management. The terms
of reference of the Remuneration Committee of the Company
are disclosed on the website of the Company.

The Group regards human resources as an essential element for
the growth of a corporation and therefore pays serious attention
to its human resources management. The Group maintains a set
of established and comprehensive management policy aiming
at promoting common corporate goals among employees. The
policy which covers the remuneration structure, training and
staff development encourages healthy competitive environment
which will bring mutual benefits to both the Group and the
employees.

APPROVAL OF INTERIM REPORT

The interim report and the unaudited condensed consolidated
financial statements for the six months ended 30 June 2009
were approved and authorized for issue by the Board on 21
September 2009.

BRLAFE[ERAERAF | —TT2NAFPHRRE
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FZZTZNFAA=TH A5ENEEAR(BIEESRE
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INDEPENDENT REVIEW REPORT

Deloitte.
=

TO THE BOARD OF DIRECTORS OF
DRAGON HILL WULING AUTOMOBILE HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

Introduction

We have reviewed the interim financial information set out on
pages 28 to 50, which comprises the condensed consolidated
statement of financial position of Dragon Hill Wuling Automobile
Holdings Limited and its subsidiaries as of 30 June 2009 and the
related condensed consolidated income statement, statement
of comprehensive income, statement of changes in equity and
statement of cash flows for the six-month period then ended and
certain explanatory notes. The Main Board Listing 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 the Hong Kong Accounting Standard (“HKAS") 34
“Interim Financial Reporting” issued by the Hong Kong Institute
of Certified Public Accountants. The directors of the Company
are responsible for the preparation and presentation of this
interim financial information in accordance with HKAS 34. 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 the Hong Kong
Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor
of the Entity” issued by the Hong Kong Institute of Certified
Public Accountants. A review of interim financial information
consists of making enquiries, 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 Hong Kong
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.

BYER®E

BRLAENEEEARARNESS
(RERZZMA T2 HERAA)

e

HMEEMATENF28EEE0E 2P HUBKER - B
BURZTEEEAERARREMBRATR -_ZENFAA
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BAE[ M HI S RE | - ARAREFBERRE LG ENF
BARME L ERATHPHER - RPZEETREREMCD
RAEZXBER  RERMZENERAEAP BRI BEERE
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Conclusion ek

Based on our review, nothing has come to our attention that BERMIEHER  ROUFINEBEFNEE - BUFRFIE
causes us to believe that the interim financial information is not  {EPHI AR BEA AR GIZBE S IER$34
prepared, in all material respects, in accordance with HKAS 34.  §fig%l -

Deloitte Touche Tohmatsu = BERASEET
Certified Public Accountants HESE A
Hong Kong &

21 September 2009 ZETNFHAZ=+—H
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INTERIM FINANCIAL INFORMATION

CONDENSED CONSOLIDATED INCOME

STATEMENT
For the six months ended 30 June 2009

R ER
RS R

Bz —EEANFNA=FHINEA

Six months ended

30 June
BEAB=1+RHILAHEA
2009 2008
—EEhE —EENF
NOTES RMB’000 RMB’000
B 5T AR® T ARETIT
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
Revenue WA 3 4,813,928 3,674,925
Cost of sales SHE A (4,409,568) (3,341,597)
Gross profit EF 404,360 333,328
Other income E g A 40,162 61,807
Distribution costs 3 SRR (78,312) (66,501)
General and administrative expenses —R R ITE RS (195,705) (180,318)
Research and development expenses R (40,979) (20,286)
Net gain (loss) held-for-trading investments #{EBHI%E 2 F Uizt (E518) 3 (250)
Change in fair value of derivative financial $T4 &R TE 2 A F(EEH
instrument 12 (61,437) -
Change in fair value of
investment properties KEWME 2 NEEY 8 260 4,003
Share of result of an associate o (il i Al 4 645 541
Finance costs BbE R AN (22,004) (16,753)
Profit before taxation B F5 AT g ) 46,993 115,571
Income tax expense FriSEiFsz 4 (17,126) (26,483)
Profit for the period R HR Y A 5 29,867 89,088
(Loss) profit for the period attributable to:  JA &5 (G R HA (E518 ) % F -
Owners of the Company ¥iN/NETEZ =N (41,440) 8,406
Minority interests DR R e 71,307 80,682
29,867 89,088
(Loss) earnings per share B (EE)&8F 6
— Basic —HK RMB(4.52) cents RMBO0.92 cent
AR¥@.52)7 AR¥0929
— Diluted —#E RMB(4.52) cents ~ RMB0.92 cent

AR¥(4.52)%

AR¥0.925
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CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

For the six months ended 30 June 2009

HRES 2 ERERR

Bz _EEANFNNA="+HINEA

Six months ended

30 June
BEXA=t+HLXEAR
2009 2008
—EBENF ZEENF
RMB’000 RMB'000
AR¥T T ARBFT
(Unaudited) (Unaudited)
(REER) (REEFER)
Profit for the period ZHRE T 29,867 89,088
Other comprehensive expense: Hih2EHAX :
Exchange differences arising BREBINEBES
from translation of ZEHZER
foreign operation (190) (4,459)
Total comprehensive income AR E R A EE
for the period 29,677 84,629
Total comprehensive (expense) ITNEFEGZ2E (X)) Kames
income attributable to:
Owners of the Company ¥iN/NETEZZ =N (41,630) 3,947
Minority interests DER R 71,307 80,682
29,677 84,629

29 I
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

At 30 June 2009

RS MR RRE

R-BFEAFNA=1H

30 June 31 December
2009 2008
—EENE —EENF
ANE=+H +ZA=+—H
NOTES RMB’'000 RMB’'000
P& ARETT ARETIT
(Unaudited) (Audited)
(REEZ) (#8581%)
NON-CURRENT ASSETS FREBEE
Property, plant and equipment MmE - BER&E 8 604,136 570,065
Prepaid lease payments TESHERIR 45,120 13,912
Premium on prepaid lease payments TENEERIB 5 E 1,035 1,047
Investment properties WEYE 8 - 6,172
Intangible assets mEE 876 928
Interest in an associate R—REEE AT 2 ExS 3,049 3,304
Available-for-sale investments AR ERE 495 495
Deposits for trading rights RHEN1Z® 180 180
Deposits paid for acquisition WHEMZ% - BF R&iE
of property, plant and equipment ZBEffiEe 58,255 51,170
713,146 647,273
CURRENT ASSETS REBEE
Inventories EN= 588,170 600,273
Loan receivables JEWE K 169 68
Trade and other receivables JiE I BRTA N A JlE U 5108 9(j) 3,862,753 2,861,209
Bills receivables discounted with recourse KB =2 D BN ERE 9(ii) 332,230 342,008
Prepaid lease payments TR HERIR 803 201
Held-for-trading investments HIEEERE 6 3
Client trust bank accounts REETRITERP 4,777 2,350
Pledged bank deposits BEEHIRITER 922,263 624,601
Cash and cash equivalents RekRSEEER 770,958 596,066
6,482,129 5,026,779
CURRENT LIABILITIES REEE
Trade and other payables JEAST BRIE K E A B 5RIB 10(i) 4,695,376 3,279,598
Advances drawn on bills receivables B2 B AR
discounted with recourse EERR 10(ii) 332,230 342,008
Amount due to a shareholder JEI — RIS R TR IE 15 1,027,761 989,580
Amount due to an associate B — B &N B FIE 15 1,082 20,467
Provision for warranty IRERE 11 77,061 83,226
Tax payable FET IR 35,880 31,787
Derivative financial instrument PTEESMTA 12 79,796 -
Bank borrowings — due within one year $R7TEE — —FERF|H 13 205,924 197,028
Convertible loan notes AR EREE 12 2,468 -
Obligations under finance leases MEREET
— due within one year ——F A2 271 270
6,457,849 4,943,964
NET CURRENT ASSETS REBEEFE 24,280 82,815
TOTAL ASSETS LESS CURRENT LIABILITIES AEERABARE 737,426 730,088
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CONDENSED CONSOLIDATED STATEMENT OF f§8i4& AR RIKEK
FINANCIAL POSITION

At 30 June 2009 REZEFFNFNA=Z+H
30 June 31 December
2009 2008
—EENEF —EENF
ANA=+H +=-A=+—8H
NOTES RMB’000 RMB’000
B 5T AR¥ T AREETIT
(Unaudited) (Audited)
(REEER) (&®iz)
NON-CURRENT LIABILITIES FREAE
Bank borrowings — due after one year — R{TEE — —F1E3|H 13 5,922 20,288
Deferred tax liabilities REFIAEEE 3,500 2,158
Obligations under finance leases BEREERT
— due after one year ——F1&EH 278 412
Convertible loan notes AR EREE 12 71,357 -
81,057 22,858
656,369 707,230
CAPITAL AND RESERVES BEEARFE
Share capital [ 14 3,659 3,659
Reserves % 101,455 143,085
Equity attributable to owners PAN/NETE ¥ = DN Y e
of the Company 105,114 146,744
Minority interests DY R = 551,255 560,486

656,369 707,230
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CONDENSED CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY
For the six months ended 30 June 2009

GRS -k

Bz _FEENFNA="+HINEA

Attributable to owners of the Company

LN IN
Issued Share Share PRC
share  premium  Exchange Contributed  option  general  Capital Accumulated Minority Total
capital  account  reserve  surplus  reseve  reseve  reserve  losses Total interests  equity
BERE ROREE EXRE ENRS BRERE TE-REE ERBE  2iFE G JeRFRE  4RR
RMB'OOO RMB'OOO RM’B'OOO RMB'O00  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000 RM’B'OOO RMB'000
ARBTT ARETH AREBTT ARETT ARETT ARETT ARETT ARETn ARETT ARETT ARETR
note (i note (i note (i)
Hi3EG) Bk Pk
At 1 January 2008 (audited) W-FZ\E-F-H
(#58) 365 219305 (3349) 9743 - 0085 18505 (296064 108576 472113 580,689
Profit for the period HEET| - - - - - - - 8406 8406 80682 89088
Exchange difference arising BEENERAEE
from translation of foreiqn operation  Z[EH £ - - (4459 - - - - - (4459 - (4459
Total comprehensive (expense) AERE(ER)
income for the period bwiE - - (4459 - - - - 8406 3947 80682 84629
Deregistration of a subsidiary (note ) EESEPHB A (B i) - - - - - - - - - B89 (3,169)
Share-ased payments WRHBEE MR - - - - 5381 - - - 5,381 - 5,381
Dividend paid to minoriy interests % FOHEERRE RS - - - - - - - - - 616 (6162
Transfers £z - - - - - 1259 - (125%) - - -
Subtotal U - - - - 5,381 12,598 - (12,59) 5,381 (9.331) (3.950)
At 30 June 2008 (unaudited) RZEEN\ERA=TR
(FEZR) 3,659 279,305 (7808 97435 5,381 21,683 18505 (300256) 117904 543464 661368
Profit for the period AT - - - - - - - WM WM 3558 47799
Buchange difference arising from ~~ AEENERHES
translation of foreign operation JEREE - - 4599 - - - - - 4599 - 4599
Total comprehensive income THRANEES
for the period - - 4,599 - - - - 24241 28840 23558 52,398
Deregistration of a subsidary (note ) EEHEAH (Hiitw) - - - - - - - - - Wy
Transfer to accumulated losses NERREBERL
on lapse of share options 2iBE - - - - (89) - - 8 - - -
Dividend paid to minoriy interests % HFHERERRE RS - - - - - - - - - a3 @A)
Transfers £z - - - - - 1130 - (1730 - - -
Subtotal gt - - - - (88 1730 R (il - (653 (653)
At 31 December 2008 (audited) R-BE\E+-A=+-A
(Ez7) 3659 279,305 (3209 9743 5,293 38,985 18505 (293229) 146,744 560486 707230
(Loss) profit for the period A9 (58) &l - - - - - - - (M40 (414400 71307 29867
Buchange difference arising from ~~ AEENERHES
translation of foreign operation JEREE - - (190) - - - - - (190) - (190)
Total comprehensive (expense) TR (%) EsE
income for the period - - (190) - - - - (M1440)  M630) 307 29677
Dividend paid to mnority interests XA PO HERRFZRE - - - - - - - - - (80538 (80539
Transfers S - - - - - 4274 - ([wa - - -
Subtotal gt - - - - -4 - 4 - (80538 (80.539)
At 30 June 2009 {unaudited) R-EENEAAZTA
(rEz1) 3659 279,305 (3399) 97435 5,293 43259 18505 (338943) 105,114 551255 656,369




Notes:

(ii)

(iii)

(iv)

The Group's contributed surplus represents (i) the difference
between the nominal value of the shares of the subsidiaries
acquired pursuant to a group reorganisation on 30 October
1992, over the nominal value of the Company’s shares issued in
exchange therefor; and (ii) the transfer of the credit which arose
from the cancellation of the paid-up capital on reduction of the
par value of each issued ordinary share on 19 June 2006.

According to the relevant requirement in the memorandum of
association of the PRC subsidiaries, a portion of their profits after
taxation, as determined by the board of the directors of those
subsidiaries, is transferred to PRC general reserve. The transfer to
this reserve must be made before the distribution of a dividend
to equity owners. The general reserve fund can be used to offset
the losses of the previous years, if any. The general reserve fund
is non-distributable other than upon liquidation.

The capital reserve represents the deemed capital contribution
arising on acquisition of a subsidiary, Liuzhou Wuling Motors
Industrial Company Limited (“Wuling Industrial”), from Liuzhou
Wuling Motors Company Limited (“Liuzhou Wuling”), a substantial
shareholder of the Company, in August 2007.

During the year ended 31 December 2008, 1t mit /53 Ehik
BRDF and PINBZEABEERE TR RMMNERBESS D
7], being a 51% owned subsidiary and a branch respectively,
were deregistered. No gain or loss was resulted from the
deregistration.

BT

(ii)

(iii)

(iv)

BLAFE[ERAERAT | —T2NAFPHRRE

AEBZEHABEORER - AN _FTA=TRETZ
SESA - EENER R Z RO EEEARAETUMER
BMZBEMHEEZER () 2T XNF AT AARBREK
DETEERCHE  SHERERAELZERAZEE -

RIEPEMBARMEMERZBHMTE  ZERARFTEEL
DEREEN THE—REE  BREREHBEMNBERARZ
BEEGET - NRMAMZRBEELSERE - 750 RRE
BREEDKES - —REFHTHEEENEFEZER(
B RBERI  —REBRS TSI

ERFEEN_ETEFNARRRTZ EZRRINFZE
REERAEEARTHINEZ DRE—HHE RN AZE
AETEERAR(TRETRDREEZREERLE -

BE_ZZ\F+_A=+—"RLFERN BAREHESR
51% % 2 B A RHIERIETE BB A R AT R M
REAREGRET R TN EDS D R BIOREN - &
I AR AT UL ER SRR 1R o

33



I 34

Dragon Hill Wuling Automobile Holdings Limited | Interim Report 2009

CONDENSED CONSOLIDATED STATEMENT OF LGSR ERER

CASH FLOWS
For the six months ended 30 June 2009

Bz —EEANFNNA="FHINEA

For the six months
ended 30 June
BZEAA=1+HIEAREA

2009 2008
—EZThEF —EEN\F
RMB’000 RMB’'000
ARET ARKETT
(unaudited) (unaudited)
(REER) (REEEZ)
Net cash from operating activities KEEBSIR®FHE 552,679 209,337
Net cash (used in) from investing activities &R (A FSRE F5E
(Increase) decrease in pledged bank deposits BERIRITFR (38mMm) R (297,662) 148,390
Deposits paid for acquisition of property, BEME BERREBZENER
plant and equipment (58,255) (68,098)
Purchase of property, plant and equipment BEWE  BE & (29,379) (17,764)
Proceeds from disposal of property, HEWE - WEREZEFSHRIE
plant and equipment 18,220 4,286
Other investing cash flows Hiis ERER (13,327) 7,901
(380,403) 74,715
Net cash from (used in) financing activities BEES MG (FTA) REF8
Proceeds from the issue of BRI E SR EIE S IR
convertible loan notes 88,069 -
Bank borrowings raised HIBIRITEE 70,000 151,195
Advance from (repayment to) a shareholder ®E (Eg) —ZREZ2HBR 38,181 (302,798)
Dividends paid to minority shareholders S FHB AR D EERRE
of subsidiaries Z IR (80,538) (5,388)
Repayment of bank borrowings BEBIRTEE (75,539) (43,215)
Interest paid BRFE (17,990) (16,753)
Repayment of amount due to an associate EBRER L AR 2708 (19,385) (7,786)
Other financing cash flows Hib@ER SR (132) (139)
2,666 (224,884)
Net increase in cash and cash equivalents Re MRS EMEE B HBINFE 174,942 59,168
Cash and cash equivalents at the R e KA eEEER
beginning of period 596,066 601,617
Effect of foreign exchange rate changes INETERBE) 2 8 (50) (669)
Cash and cash equivalents at the end of period, HixR & MRS EHEIBR
representing bank balances and cash (BRITEBRRES) 770,958 660,116
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2009

RS M| R M

HEZZZAFRNA=ZTRIEARER

BASIS OF PREPARATION 1. mEEXE

The condensed consolidated financial statements have been BRRAR A M HRER IR EE A AT SMARARZES LT
prepared in accordance with the applicable disclosure requirements AT ETRA DMsk16z BRKEREREBGFMA
of Appendix 16 to the Rules Governing the Listing of Securities on e ([BERBCHMAL B EESLERN([HBestE
The Stock Exchange of Hong Kong Limited (the “Listing Rules”) Bl D345 P A SR 1w -

and with the Hong Kong Accounting Standard (“HKAS") 34,

“Interim Financial Reporting” issued by the Hong Kong Institute

of Certified Public Accountants (“HKICPA").

The Group’s principal operations are conducted in the People’s AEEZ TEEBHEPEARIMB([HE])LE - (8
Republic of China (the “PRC"). The condensed consolidated RAMBEHRRUAARE(TARE DEE  MARBETARR
financial statements are presented in Renminbi (“RMB"), which AIZINEEEHE -

is also the functional currency of the Company.

PRINCIPAL ACCOUNTING POLICIES 2. FESTHER

The condensed consolidated financial statements have been
prepared on the historical cost basis, except for certain financial
instruments and investment properties, which are measured at
fair values.

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
preparation of the Group’s annual financial statements for the
year ended 31 December 2008. In addition, the Group has
adopted the following policy upon issuance of convertible loan
notes:

Convertible loan notes

Convertible loan notes issued by the Company that contain liability
and conversion option components are classified separately into
respective items on initial recognition. Conversion option that will
be settled other than by the exchange of a fixed amount of cash
or another financial asset for a fixed number of the Company’s
own equity instruments is a conversion option derivative. At the
date of issue, the liability and conversion option components are
recognized at fair value.

In subsequent periods, the liability component of the convertible
loan notes is carried at amortized cost using the effective interest
method. The conversion option derivative is measured at fair value
with changes in fair value recognized in profit or loss.

Transaction costs that relate to the issue of the convertible
loan notes are allocated to the liability and conversion option
proportion to their relative fair values. Transaction costs relating
to the conversion option derivative is charged to profit or loss
immediately. Transaction costs relating to the liability component
are included in the carrying amount of the liability portion and
amortized over the period of the convertible loan notes using
the effective interest method.

RERGEAPBBRRIBBEELR A RERFR 5T
BTARKREYETIAANTFEFE -

RERGFA M BBRRARAZ T BREAERGREE—
ZZNF+ A=+ R LFE2FUBREMENE —
Be dbsh - REEB BT AR EREERA T HIER

R E 1%
RABBETZABEEFREREEER L RESD - IR
VSRR B PAEEEE - NEEHR ok b
RMEEXBRARAEEL#E 2 AT AR TREE 2L
BT HEITAET A - RETHE - AEKLIRESRSHDTS
RATERER

PRI - AR ST 2 B T AR Bk
B RATIE o SRENTA T ANATE & - MATES
SEHPEREER -

BITERERERERZR SR - REREHEATE
ZHB s sEREBERESE - ARETETARBZRZS
KARBRIERERT NG - BEXNNEABZIZIRNATAR
EED 2 AREE - WAERFSER B ERE SR T
LABESH o
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In the current interim period, the Group has applied, for the first
time, the following new and revised standards, amendments and
interpretations (“new and revised HKFRSs"”) issued by the HKICPA,
which are effective for the Group’s financial year beginning 1

January 2009.

HKAS 1 (Revised 2007)

HKAS 23 (Revised 2007)

HKAS 32 & 1
(Amendments)

Hong Kong Financial
Reporting
Standard (“HKFRS") 1
& HKAS 27
(Amendments)
HKFRS 2 (Amendment)
HKFRS 7 (Amendment)

HKFRS 8
HK(IFRIC)-Interpretation
("Int") 9 & HKAS 39
(Amendments)
HK(IFRIC)-Int 13
HK(IFRIC)-Int 15
HK(IFRIC)-Int 16

HKFRSs (Amendments)

HKFRSs (Amendments)

Presentation of Financial
Statements
Borrowing Costs

Puttable Financial Instruments
and Obligations Arising
on Liquidation

Cost of an Investment in a
Subsidiary, Jointly Controlled
Entity or Associate

Vesting Conditions and Cancellations

Improving Disclosures about
Financial Instruments

Operating Segments

Embedded Derivatives

Customer Loyalty Programmes

Agreements for the Construction
of Real Estate

Hedges of a Net Investment in
a Foreign Operation

Improvements to HKFRSs issued
in 2008, except for the amendment
toHKFRS 5 thatiseffective forannual
periods beginning or after 1 July
2009

Improvements to HKFRSs issued
in 2009 in relation to the
amendment to paragraph 80
of HKAS 39

HKAS 1 (Revised 2007) has introduced a number of terminology
changes, including revised titles for the condensed consolidated
financial statements, and has resulted in a number of changes
in presentation and disclosure.

HKFRS 8 is a disclosure standard that requires the identification
of operating segments to be performed on the same basis as
financial information that is reported internally for the purpose
of allocating resources between segments and assessing their
performance. The predecessor standard, HKAS 14 Segment
Reporting, required the identification of two sets of segments
(business and geographical) using a risks and returns approach.
In the past, the Group's primary reporting format was business

RAREERE - AEEEREATESHMASERN _-F
TNF-A-ARBZAREVBFEEMZ AT R
KIEFTER] - BRI MR B ([H] RGBT BB B S L
IR

SR MBHRE 25
(ZZTLFLER)

SRS RHERIE235 B
(ZZTLFLER)

SRSFERISE2H R PEESRTAR
F1HRUEFTK) BB E 2 A

BB U IELER RIBEAAE - HRES

(TBBMBEHMEREN ) FE15R ERIBEREL
LEBEENE27RETA) REKAE

BRUBHRELNFE 2R (EFTR) BEGHREH
BRUBHRELNFETR(EFTX) SEESRTAZEE

BRI BREERER mesi
(AR BHREREEES) BARITETR
—2E([REDEWR

A ERFE3R(BFTAR)

(AR BHREREEES) BEEFAHE
—REBE135%R

(AR BHREREEES) FHERERE
—RBE15%

(AR BHREREEES) TBINETSIR B R A
—R2EBE 165

Eapiame S JAN: Vi
BEEMBREER 2

B - EEAIERE
BRI E5H 25T
(R=ZTNEF
tA—BZzkER
2 FEER AR BRI

HR-_ZTTNFEMR
BRI ESS
B 3957 £ 808
ZEBNERSER
2

BRUHIMELR(BFTA)

BRUHIMELR (BFTA)

BERIEAEIR( SRR LFEBIT)IASAAAY
B AEETERSANEER2BE - AMER2 TR
BERETES -

ARV BHREENESHAWELEL  RELED BLRARN
DERANEERMHEERR AL MY BER 2 HRELE
Bl o S EAFB R ERE 145 S HH L IRERA
[\ B [0 5 75 A B 0 B> BB (7% St ) © 3B 1E - ANEE
ZEEEBFAREBSR - R RBEE S ERE 14
FAEEIZE2HmOE  BATEMBHRE LN LRI E



segments. The application of HKFRS 8 has not resulted in a
redesignation of the Group’s reportable segments as compared
with the primary reportable segments determined in accordance
with HKAS 14. The adoption of the new and revised HKFRSs
has had no material effect on the reported results and financial
position of the Group for the current or prior accounting periods.
Accordingly, no prior period adjustment has been recognized.

The Group has not early applied the following new or revised
standards, amendments or interpretations that have been issued
but are not yet effective.
HKFRSs (Amendments) Amendment to HKFRS 5 as part
of Improvements to
HKFRSs issued in 2008
HKFRSs (Amendments) Improvements to HKFRSs issued in
20092
HKAS 27 (Revised 2008) Consolidated and Separate
Financial Statements'
HKAS 39 (Amendment)
HKFRS 1 (Amendment)

Eligible Hedged Items’

Additional Exemptions for
First-time Adopters®

Group Cash-settled Share-based
Payment Transactions?

HKFRS 2 (Amendment)

HKFRS 3 (Revised 2008) Business Combinations’

HK(IFRIC) — Int 17 Distribution of Non-cash Assets
to Owners'
HK(IFRIC) — Int 18 Transfers of Assets from

Customers*

! Effective for annual periods beginning on or after 1 July

2009

2 Amendments that are effective for annual periods
beginning on or after 1 July 2009 or 1 January 2010, as
appropriate

3 Effective for annual periods beginning on or after 1
January 2010

4 Effective for transfers on or after 1 July 2009

The adoption of HKFRS 3 (Revised 2008) may affect the Group’s
accounting for business combinations for which the acquisition
dates are on or after 1 January 2010. HKAS 27 (Revised 2008)
will affect the accounting treatment for changes in Group's
ownership interest in subsidiary.

The directors of the Company anticipate that the application of
other new and revised standards, amendments or interpretations
will have no material impact on the results and financial position
of the Group.

BRLAFE[ERABRAF | —TT2NAFPHRRE

BYRAKEZ WD AER - FNFR] RERT BB
HEFHASEE P et iz REEE LM BN
MAWMEAFZE - A EHERAT T

7 45 130 43 18 DA TS BB 5 A3 T R 4T
B - EETHRE -

ERUBREERN(EITR) RBCER T T \F R

ZEBHBREER
CHESE R RS
ZEEIJ%S%FL‘
ERUBREERN(EIT L) HR-_ZTNFRMZ
FEPHRELER 2 ot
SRS RHERIE 275 A MBYMBERR
(ZZBNFLER)
BB G RS9 (BRI A) ABMEPIER"
EREVBREENEVRETLR)  BRRANEZRINDRD
EEMBREENE2R(ETLX) EIWE%%*"ZM
WRRS
RV BRELERFEIN EHA
(ZZBNFLER)
(AR BHREREZES) RIS EERAADIK
—RBE1TR
(AR BHREREZES) WepamaE:
—REE18%

! R-FENFLH— AL EEFGZFEHREN

2 R-BENFLA-HAK —F—FF—H—HA(
)22 R 2 F IR R E5T

; R-F—FF— A EHGZFEHRER

4 H_FENFLA-ARZRZEBREREA

FRBERAMA—T-TF A ARZRE - ARBBBUH
REFEREIF(—FT N\FRET AP ELRERHE

BatzasTRE - BASEUE27R(Z2T/\FLKE

AP EHASERMBEAREARES  SatRE -

ARBERRIEAEAMIET RLIETTER - BRI HBED
BYAEE 2 EERPHIRNENERTE -

37 I



B s

Dragon Hill Wuling Automobile Holdings Limited | Interim Report 2009

SEGMENT INFORMATION

The Group has adopted HKFRS 8 Operating Segments with effect
from 1 January 2009. HKFRS 8 requires operating segments to
be identified on the basis of internal reports about components
of the Group that are regularly reviewed by the chief operating
decision maker in order to allocate resources to segments and to
assess their performance. In contrast, the predecessor standard
(HKAS 14 Segment Reporting) required an entity to identify two
sets of segments (business and geographical) using a risks and
returns approach, with the entity’s “system of internal financial
reporting to key management personnel” serving only as starting
point for the identification of such segments. In the past, the
Group's primarily reporting format was business segment. The
application of HKFRS 8 has not resulted in a redesignation of
the Group’s reportable segment as compared with the primary
reportable segment determined in accordance with HKAS 14. Nor
has the adoption of HKFRS 8 changed the basis of measurement
of segment of profit or loss.

The Group is organized into the following five operating

segments:
o Manufacture and sale of engines and parts
. Manufacture and sale of automotive components and

accessories

. Manufacture and sale of specialized vehicles

. Trading of raw materials, water and power supply
services

3 Others

2 HE R

FEEDRAR —ZENF - A - BERZBBWHRELE
RIESSAEE a0 - BEMBIMEERESHHELE D
HRBEAAEEBKRER 2 ABERAES Y MIEZE
RENGEHREARIME - LS EIELERD LR
BEDERR - B - AT FER(FB S ERF 145 2
HIE ) - REBBRARR K MR ES 2/ {E D63
BRE)  MEEZ[AEREEABENTHBRS 25
ElEREINDEBOIMZEE - BE  AEEZIEZ2HN
XBEBIH - Wz BREBERBSFEYE14RHMET L2
E2®/OE - EAEE ﬁﬁ%ﬁi/iﬁu%&flﬂ%ﬁ$%@2

EWRIMWAEE - KPNB BV BHRELRFSFR UL FREHIR
MR Z T BIARRE

REED R THIRIAZEBD AR -

. SUENIHERE N B

. SUERIHE BT AR

. SENHEERTE

. FHMEES - AKEEDHERS



An analysis of the Group's reportable segment profit before
taxation by operating segment is as follows:

1l e 1 TV R SIS R

REEZREED BB D2 2/ B2 BHANEN DHTNT

Automotive Trading of
components raw materials,
Engines and  Specialized ~ water and
and parts  accessories vehicles power supply Others  Elimination Consolidated
] g5
BEH  REIHL \ BAREAN
RE# Ré#  ERARE HERE Htt e aa
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETR ARETR ARETR ARMTR ARMTR ARMT:R
For the six months HE-ZENE
ended 30 June 2009 AAZTHLEAEA
Revenue WA
External sales HIMHE 1,622,373 2,508,534 490,505 191,735 781 - 4,813,928
Inter-segment sales HERHEE 169,262 16,168 29436 1,472,850 - (1,687,716) -
Total At 1,791,635 2,524,702 519,941 1,664,585 781 (1,687,716) 4,813,928
Inter-segment sales were charged ~ HEHBRIEERRIHENE -
at prevailing market prices.
Segment profit Bak= ikl 80,393 12,647 7,297 21,368 3,040 124,745
Corporate income: NN
Bank interest income FATRIEMA 11,203
Increase in fair value of REMEZ DTEEM
investment properties ) 260
Central administration costs RRITRA (6,419)
Change in fair value of derivative ~ $T4 &R IA
financial instrument LATEED (61,437)
Share of result of an associate NME-RBERARE 645
Finance costs BEKA (22,004)
Profit before taxation BHATER 46,993
Automotive Trading of
components raw materials,
Engines and  Specialized  water and
and parts  accessories vehicles power supply Others  Elimination  Consolidated
2HiE NETHH \ AKRE N
el kW ERAE RERB Eth E3f: Ta
RMB'000 RM’B'OOO RM/B'OOO RMB'000 RM’B'OOO RM/B'OOO RMB'000
ARBTT ARETT ARMTT AREFR AREFR ARETT ARETR
For the six months HE_ZZ)\¥
ended 30 June 2008 ~NAZTHLEAER
Revenue LON
External sales HOMEE 1488777 1,652,781 261,150 270,889 1328 - 3674925
Inter-segment sales DEEHE 7,495 24,506 30,092 986,939 - (1,049,032) -
Total At 1,496,272 1,677,281 291,242 1,257,828 1,328 (1,049,032) 3,674,925
Inter-segment sales were charged 7 HRIHERBITHEHE -
at prevailing market prices.
Seqment profit (loss) A EER (BE) 66,077 18,120 6,22 38,893 (1477) 127,835
Corporate income: ARMA -
Bank interest income FATRIEMA 7,895
Change in fair value of RENEZLATEED
investment properties 4,003
Others A 4,516
Central administration costs RRITHA (12,466)
Share of result of an associate NE-RRELARE 541
Finance costs BEKA (16,753)
Profit before taxation BBE AR 115,571
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Segment profit (loss) represents profit (loss) attributable to
each segment without allocation of corporate income, central
administration costs, change in fair value of derivative financial
instrument, share of result of an associate and finance costs.
This is the measure reported to the chief operating decision
maker for the purposes of resource allocation and assessment
of segment performance.

INCOME TAX EXPENSE

7 8P A (B 1R) 835 0 BRI E M (B1R) - TRENE AR
WA~ RRITHEAA - TESRTAZ AFHEZS) - 16—
B2 RREERBERE - WHIRTEZERRAZHZ
T VETTERD BN E D BRI -

Fr8HB X
For the six months
ended 30 June
HEXNA=+THIEXEAR

2009 2008
—ETAEF ZZTN\F
RMB’000 RMB'000
AR¥T T AREFIT

Tax charge represents: IS HAE
PRC income tax for the current period IRERR B AT 14,171 24,453

Deferred tax EIETIE

Current period NI 2,955 2,030
17,126 26,483

No provision for Hong Kong Profits Tax has been made for both
periods as the Group has available tax losses brought forward
from prior years to offset the estimated assessable profits arising
in Hong Kong.

Pursuant to the tax notice, Caishui [2001] No. 202, other than
Wuling Industrial which was subject to PRC income tax rate of
25%, all the major operating subsidiaries of the Group in the PRC
are entitled to a preferential income tax rate of 15% until 2010
because (i) they are located in the western areas of China; (ii) their
main business falls into the National Key Encouraged Industry
and Technology Catalogue; and (iii) their revenue generated from
their main business exceeds 70% of their total income.

Deferred tax has been provided in the condensed consolidated
financial statements in respect of the undistributed profits earned
by the Company’s PRC subsidiaries to the non-PRC resident
shareholders.

MR AREEEBEMRRFISAHEER  WEHEES
FBEEE Z hFTERRTBUE A - A SEIR I8 I B B RS
B -

BRI R[200118820255 B A5 A1 - BRAZE T XEERPET
BRE25%HHI > BB T —FF  "EBEDHEZHF
BEEELENBE AR ZEBEMEHEIS% - RAANZE
ARMRPEAISIE  (MEEZ T EEFBRERESE
EhEREZMEMBEE  RINRSEREETEEBIHE
(LU A ERBT0% ©

RAR AR Z A EIHE A FBRER 2 R 2 B 71U 7E 4 89
AR A BTE IR AIRIER AR F BIASMNER B -
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The calculation of the basic (loss) earnings per share attributable
to the owners of the Company is based on the following data:

5. PROFIT FOR THE PERIOD 5. AHR R R
For the six months
ended 30 June
BEANA=+tHLERNEA
2009 2008
—sEhE —TTNF
RMB’000 RMB’000
ARET T ARBTFT
Profit for the period has been arrived ZR B R E H0BR (BT A -
at after charging (crediting):
Directors’ emoluments Sl 1,773 2,176
Other staff costs Efh B TRA 111,847 111,650
Retirement benefit scheme contributions, RINSEH SR
excluding directors (TEEES) 48,385 35,887
Total staff costs SINABE 162,005 149,713
Gross property rental income MERSWALTE (65) (492)
Direct operating expenses (including ROEe 2 HEAMEEE
repairs and maintenance) arising on L EEKERY
rental-earning investment properties (BIE#IERRE) 4 2
Net rental income e WA FEE 61) (490)
Cost of inventories recognized BRAFZ 2 FERAR
as an expense 3,341,689 2,938,749
Depreciation of property, M - WERBETE
plant and equipment 32,452 28,899
Gain on disposal of property, HEWE - BERRERE
plant and equipment (4,150) (1,217)
Amortization of prepaid lease BT & R TE 5
payments (included in general (FEA—RRITHRX)
and administrative expenses) 75 25
Amortization of premium on TENEERE R EEH
prepaid lease payments GIA—BEITHAXZ)
(included in general and
administrative expenses) 12 12
Bank interest income AT B WA (11,203) (7,895)
(LOSS) EARNINGS PER SHARE 6. SR(ER)ER

ARRHEBEABREERERER) BFTIREAT #8ig

P

=

For the six months
ended 30 June
BEANA=THLEREAR

2009 2008
—sThE T )\f
RMB’000 RMB’000
AR¥T T ARBFT
(Loss) earnings: (E18) &R
(Loss) earnings for the purpose of AR HEERER(ER)
basic (loss) earnings per share &Rz (E8R) &7 (41,440) 8,406
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For the six months
ended 30 June
HESNA=THILXEA

2009 2008
—EEAEF ZEENF
Number of Number of
shares shares
RHEE R &R
Weighted average number of ordinary AR EERER(ER)
shares for the purpose of basic (loss) Bz &R e 9 #
earnings per share 917,288,049 917,288,049

The computation of diluted (loss) earnings per share for the
periods ended 30 June 2009 and 2008 does not assume the
conversion of the Company’s outstanding share options since
the exercise price of the outstanding share options was higher
than the market value of the Company’s share throughout the
interim periods.

The computation of diluted loss per share for the period ended
30 June 2009 does not assume the conversion of the Company’s
outstanding convertible loan notes since the assumed exercise of
the note would result in a decrease in loss per share.

DIVIDEND

No dividend was declared by the Company in respect of the two
periods ended 30 June 2009 and 2008.

MOVEMENTS IN INVESTMENT PROPERTIES AND
PROPERTY, PLANT AND EQUIPMENT

The Group’s investment properties are all situated in Hong Kong
and are held under long term leases. During the six months ended
30 June 2009, the Group disposed of all investment properties
at an aggregate consideration of RMB6,455,000. The resulting
increase in fair value of investment properties of approximately
RMB260,000 has been recognized directly in the condensed
consolidated income statement.

During the period, additions to the Group’s property, plant and
equipment amounted to RMB80,549,000 (six months ended 30
June 2008: RMB76,858,000).

TRADE AND OTHER RECEIVABLES AND BILLS
RECEIVABLES DISCOUNTED WITH RECOURSE
(i) Trade and other receivables

The Group has defined credit terms, ranging from 90
days to 180 days, which are agreed with each of its
trade customers.

BAERES HHRE - ARRRETERBREZITEESR
ARRBRN 2T HEE  HEE-TTNFR-_TTNERX
A=1+RHRE - SE#EE (ER) 875 5 ERRERZ
SREITEBLEAE -

BATEA R RARETR AR ERRBE S ERFREER
b MBE_TTAFANA=THILEE  SEEEEER
I SRR RZERETEARRERRE -

©

iy

o

RE
RARARBE —ZZN\FR_TTAFA=1+H LMIE
R B IRMERRE -

REVMERNE BERREZ2E

AEEZRENERBURBEBRURBAERE - BE
ZETAFAAZTHLEAEAR AEENBREBEARE
6,455,000C HERHIREWE - HILMEEAZREMER
FEE N ARE260,0007T E BEERBRLES RERAME

HA AEEZVE BELIEFRBEEARE
80,549,000 L(BEZTZT NFAAA=THIEAEA : AR
#76,858,0007T) °

BUiRER AMERRERMEZEZCHRRERE

(i) JEWARIER B IEWHTE

AEBAENTI0EZE180H 2 RMEEH IR - Ty
SFNESERFHEEERE
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(i)

Included in trade and other receivables are trade
receivables of RMB3,664,722,000 (31 December 2008:
RMB2,691,796,000) and an aged analysis is presented
as follows:

BLAFE[ERAARAT | —ZTAFPHRRE

T AEUWARTE R A EUGRIB B IEESERIEARE
3,664,722, 0007c( ZEENF+ZA=+—H: A
R#2,691,796,0007T) * BREGHATAIT ¢

At At

30 June 31 December

2009 2008

R-ZBZBNEF RZTTNF

ANB=+H +=A=+—8H

RMB’000 RMB’000

AR®TT ARETT

0 to 90 days ZEZE90H 3,650,375 2,676,893
91 to 180 days 91£180H 13,687 14,474
181 — 365 days 1812365H 536 17
Over 365 days Bim365H 124 312
3,664,722 2,691,796

Bills receivables discounted with recourse

The amount represents bills receivables discounted to
banks with recourse with a maturity period of less than
150 days (31 December 2008: 180 days). The Group
retains all the risks and rewards of such discounted bills
receivables and accordingly, the Group continues to
recognize the full amount as secured discounted bills
in note 10 (ii).

TRADE AND OTHER PAYABLES AND ADVANCES
DRAWN ON BILLS RECEIVABLES DISCOUNTED WITH
RECOURSE

(i)

Trade and other payables

Included in trade and other payables are trade
payables of RMB4,195,845,000 (31 December 2008:
RMB2,992,433,000) and an aged analysis is presented
as follows:

10.

(ii) MEEEZEAEERE
ZEHEHTROMEREZEMBRER IR
150 (ZZEZENF+ZA=+—H:180H)AE|
H o AEMAZIRZAZSHRREZ —YRKR K
B3R - Fit - AEEEEEEHSHERAB KA
BRERER (FIFE10(0))

EARERAEGESRERNEREZCHRREE
B

(i) JETARE R E b fE(1 5018
FTABRMREREMENZFBERIEEMREARE
4,195,845,000L(ZEENF+_A=+—H : A
R#2,992,433,0007T) * BREGHITAOT ¢

At At

30 June 31 December

2009 2008

R-ZEZNE RZZZN\F

ANB=+H +ZA=1+—H

RMB’000 RMB’000

AR®T T ARETTT

0 to 90 days T ZFE90H 4,057,721 2,965,190
91 to 180 days 91%180H 84,175 8,125
181 to 365 days 181£365H 32,921 15,075
Over 365 days HBiE365H 21,028 4,043
4,195,845 2,992,433

43 I



B 44

11.

12.

Dragon Hill Wuling Automobile Holdings Limited | Interim Report 2009

(ii) Advances drawn on bills receivables discounted with
recourse

The amount represents the Group’s bank borrowings
secured by bills discounted to banks with recourse (see

(ii) HEZEZ BA R EHEBHS

ZEREAREGL TROMEREZCHRRERE
ERIRITREZER(RMR))

note 9(ii)).
PROVISION FOR WARRANTY 11. RERE
Six months
ended Year ended
30 June 31 December
2009 2008
BE-ZTTNE BE-TTN\F
AA=+H +=ZA=+—H
1IEX1EA IFFE
RMB’000 RMB'000
ARET T ARETT
At the beginning of the period/year RERH, ) 83,226 64,279
Additional provision in the period/year KNEF IR 23,470 84,123
Utilization of provision FRRE (29,635) (65,176)
At the end of the period/year REIR,F R 77,061 83,226

The warranty provision represents the management’s best
estimate, with reference to prior experience and industry averages
for defective products, of the Group’s liabilities under its 2-year
product warranty granted to its motor vehicles and accessories
customers.

DERIVATIVE FINANCIAL INSTRUMENT/CONVERTIBLE
LOAN NOTES

On 12 January 2009, the Company issued a convertible loan notes
with principal amount of HK$100,000,000 at par (equivalent to
approximately RMB88,069,000) to Wuling (Hong Kong) Holdings
Limited, a substantial shareholder of the Company (“CN 2014").
CN 2014 is denominated in Hong Kong dollars and carries interest
at 6% per annum with maturity on 12 January 2014. CN 2014
entitles the holder to convert, in whole or in part, the principal
amount into ordinary shares of the Company on any business
days commencing from 12 January 2010 upto the fifth business
days prior to the maturity date, at a conversion price of HK$0.74
per ordinary share, subject to anti-dilutive adjustments. If not
converted, CN 2014 will be redeemed on the maturity date at
par.

The fair values at initial recognition of the liability component and
conversion option component of HK$79,248,000 (approximately
RMB69,755,000) and HK$20,752,000 (approximately
RMB18,314,000) respectively, are determined based on the
valuation provided by Grant Sherman Appraisal Limited,
independent professional qualified valuers not connected with the
Group. Subsequent to initial recognition, the liability component
is carried at amortized cost using the effective interest method
at an interest rate of 13.25%.

REBFBIEEEE2RITREMZBELREEANTIHE
HAEEGRTRFERRER TEAERAGEPMARZ
RAEREREMR -

12. fTESRIE THRRERERE

RZZETNF—A+T-H ARREEERTRSEEE
100,000,0007 7T (#) A R #88,069,0007T ) 2 Al A JE & B E
BT —NFIHAIRREED FARRIEFERRAE
(BB)VERERAT o —T—NF R ERRZIE ST
B BREFHERAE6% AN -_F—MNE—A+-HHH -
T -UFRH MR ERR FREAR ST —SF AT
“HRNEIHANEREEER LHE 2 ENEER KR
WRIMH AL FEIR AR AR LB - KIREABRL B
0.74%7C - P EAERBEETE T UAAE - HAREER - 8
—E-MOFEHARRERRE A REEER -

RF AR BEHHRIEBREND 2 AT EDHE
79,248,000 7T ( #) A R #69,755,0007T ) 20,752,000/
TL(HARE18,314,0007L) * HIRBEEIRAEB 2 HXE
SERGAEMP BT EERAREL ZMEERE - Ry
RiE - BESHDAERFEERDBHEKAIE  FXA
13.25% °
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The movement of the liability and the conversion option AEME - T -WFIHTRRER 2 AEH0 KL RES
components of CN 2014 during the period is as follows: HEEMT

Conversion

Liability option

component component

8 &5 RS o

RMB’000 RMB’000

ARBT T AR¥T T

At date of issue REITHE 69,755 18,314

Effective interest expenses EBRFEZH 4,014 -

Changes in fair value during the period HARNTEEZS) - 61,437

Exchange difference X ER 56 45

At 30 June 2009 RZZETNFARA=TH 73,825 79,796

Less: amount included in current liabilities R REVBEIE T RIE (2,468) -

Amount due after one year R—F1&EI# 2 5/08 71,357 79,796
The methods and assumptions applied for the valuation of the FHEA MR EREIREERERZ HERBRAT

convertible loan notes are as follows:

(i) Valuation of liability component (i) BESH2EE
The fair value of the liability component on initial R PHERE - BESNZATERBEENEEZ
recognition was calculated based on the present value RRBSMEBLAEWRETR 2 REFE - KK
of contractually determined stream of future cash flows REME LD ERR B B TR L E EIAT 685
discounted at the required yield, which was determined M EEE °

with reference to the credit rating of the Company and
remaining time to maturity.

(i) Valuation of conversion option component (ii) SRR E

The conversion option component is measured at fair RO SRR KR IRE BAAR S A ZEA H
value using the Binomial Option Pricing Model, at initial BEEBEARATENE - RERBZEX 2HA
recognition and at the end of the reporting period. The HREWT
inputs into the model as at the respective dates are as
follows:

At 30 June At date

2009 of issue
R=ZZBZBAF

A<A=+AH RETHE
Stock price [ HK$1.097 7T HK$0.4978 7T
Conversion price HARE HK$0.747% 7T HK$0.7478 7T
Expected dividend yield TEHEIAR B & 0% 0%

Volatility EIR 59.88% 46.64%
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13.  BANK BORROWINGS

13.

During the period, the Group obtained new bank borrowings
of RMB70 million (six months ended 30 June 2008: RMB151
million) which were used to repay existing bank borrowings and

to finance the Group’s daily operation.

The Group’s borrowings carry interest at market rates ranging
from 1.2% to 5.3% per annum (six months ended 30 June 2008:

2.5% to 7.5%).

14. SHARE CAPITAL

14.

RITEE

REIA - ﬁ%@%ﬁ%%ﬁﬁﬁ%%/\Eﬁ%m,ooo,ooo%(:

%)\fﬁx‘_\ﬁ:‘ﬂﬂﬂ:/_\ﬂﬂ : AR %151,000,0007T)
WMERBERTEE  TANEEZATEEE ktﬂiﬁﬁ

AEEZEEATSFENENF1.2EE53E 8

NERAZFTHIEAEA : 25EF75E) ©

(=T %

IR

At At
30 June 31 December
2009 2008
R=ZBENF 7‘5’:‘:2?/\5
AA=+HR +ZA=+—
RMB'000 RMB’000
AR®T T ARETTT
Authorized: EERRA
25,000,000,000 (2008: 25,000,000,000) ordinary 25,000,000,000/% (= Z)\4F :
shares of HK$0.004 each (2008: HK$0.004 each) 25,000,000,0000% ) & i 1%
FIEE.004ET(ZZEN\F :
SR ME(E0.004787T) 100,000 100,000
1,521,400,000 (2008: 1,521,400,000) convertible 1,521,400,000% (= Z )\ 4F :
preference shares of HK$0.001 each 1,521,400,0000% ) A] S AR4E 5T AR
(2008: HK$0.001 each) FREE.001TET(ZZZN\F :
HIREE0.001%E7T) 1,521 1,521
101,521 101,521
Issued and fully paid: BEITRBHRRA
917,288,049 (2008: 917,288,049) ordinary shares 917,288,049 (=TT /)\F :
of HK$0.004 each (2008: HK$0.004 each) 917,288,0490% ) & i i
BREE0.004ET(ZTTNF
FREE0.0045 7T ) 3,659 3,659




15.  RELATED PARTY DISCLOSURES

0

Related party transactions

BRLAF[ERAERAF | —ZTNAFPHRRE

15. BEALIHEEER
(1) BREALXS

For the six months
ended 30 June
BZEXA=1tHLXEA

Company Transactions 2009 2008
NG| 5 —EEAE —ZETNF
RMB’000 RMB’000
AR¥T T ARETTT
SAIC-GM-Wuling Sales of goods HEEY 4,111,447 2,740,591
Automobile Co., Ltd. Purchases of materials BEME 855,305 806,993
("SGMW") (note i) Sales of raw materials SHEREM R - 15,514
RmARERERG Warranty expense paid BHRER X 27,548 29,091
BR AR Project income HE KA 2,359 195
(TEmARE]D
gD,
Liuzhou Wuling Group License fee paid AR E A 1,650 1,650
(note ii) Rental expense Hefx 14,076 14,076
0N 2 5 B (B 5D Sales of goods HER 2,336 4,250
Sales of raw materials and  $5& RM k& TE T34
automotive components R E A 4B 41,137 13,421
Supply services of FAK KB )t R AR 75
water and power 578 495
Purchases of automotive — BEE /BT K&
components and other EfhaR
accessories 25,092 11,537
Notes: BEE
(i) Liuzhou Wuling holds a 15.83% equity interest (i) WINRZERFE EABARZE15.83% 1 ©

in SGMW.

(ii) Liuzhou Wuling Group represents Liuzhou
Wuling and its affiliates other than the Group
and SGMW.

(ii) WIJN T 2 S BRI 2 e BB A B (6
BEAKRER ETBRARE)
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(1

()

(1v)

(V)

Related party balances

(1) BEA L4588

At At
30 June 31 December
2009 2008
R=ZBZhF RZZTN\F
AA=tH +ZA=+—H
RMB'000 RMB’000
ARBTR ARBFT
Trade receivables FEUBR TR
- SGMW —bARBARE 2,281,997 2,062,678
— Liuzhou Wuling Group — N AEZEEE = 8,437
Trade payables FERTBR TR
— Liuzhou Wuling Group — N AEZEEE 1,089 -
Amount due to a shareholder/an e — R RER
associate — & A AR
— Liuzhou Wuling (note ii) — PN 2 (M) 1,027,761 989,580
- MM EZEYRERRA — WM BEZEYRAERA R
(notes i & ii) (B=Ei i) 1,082 20,467
Notes: iz

(i) MM AEZEWRAER QT is a 30% associate of the
Group

(i) Both balances are unsecured, non-interest
bearing and repayable on demand.

Guarantees provided by related parties

The Group’s unsecured bank borrowings are supported
by:

(i) Apersonal guarantee to the extent HK$20,000,000
given by Mr. Lee Shing, a director of the
Company.

(ii) Corporate guarantees to the extent of
RMB400,000,000 given by Liuzhou Wuling.

Guarantee provided to a related party

Wauling Industrial has provided a corporate guarantee to a
financial institution to the extent of RMB200,000,000 in
respect of revolving banking facilities granted to Liuzhou
Wuling. In the opinion of the directors, the fair value
of financial guarantee contract is insignificant at initial
recognition and subsequent reporting date.

Convertible loan notes issued to a substantial
shareholder

As disclosed in note 12, the Company issued convertible
loan notes with principal amount of HK$100,000,000
at par (equivalent to approximately RMB88,069,000)
to Wuling (Hong Kong) Holdings Limited, a substantial
shareholder of the Company.

(i) MMEZEMRER AR RAEEEFI0%
ZHERT] -

(ii) ZMIARS SR REER - AHHENSRA
fEERMEE -

(i BEEA LIEHZIER
AEE 2 EEFRITER AN TSIEIR -

(i RABEETHAEMEL 2 BABERE
20,000,000/ T °

(ii) MM AZEMELZDRIEREARE
400,000,0007T

(V)  1BERFEEANLZER
AETEEHIMNAZEE ZERBITRE RS
R A E A R ¥200,000,0007T 2 2 A HEAR ©
EERE  WBERAERRYISHERR RNHREA
B2 N TFEBHTRE -

(v) BITTETERRZ TR EHEE

MM IR E ARRAAAREERR
REBFB)EBRAERARUZTAEEITAS A
100,000,0007% 7T ( #7410 % 74 A KK #588,069,0007T.)
Z A BRI



(Vi) Compensation of key management personnel

The remunerations of the members of key management
of the Group in respect of the period are as follows:

BRLAFE[ERAERAF | —TT2NAFPHRRE

V1))  EEEBANESZFHH
HR - AREFEEEBRE 2FHOT

For the six months
ended 30 June
BEAA=THLAEAR

2009 2008
—EEAEF —ZETNF
RMB'000 RMB'000
AR¥T T ARBFT
Short-term benefits 72 BAtE A 2,138 2,254
Post-employment benefits RURAER 120 34
Share-based payments LARR D B B 2 5K - 2,935
2,258 5,223
16. CAPITAL COMMITMENTS 16. BARESE
At At
30 June 31 December
2009 2008
R=ZZhF RZZTN\F
ANA=1H +=A=+—H
RMB’000 RMB’000
ARMT T AREFT
Capital expenditure contracted for but not BELNEREERES
provided in the condensed consolidated MR ERBE2EATIE
financial statements in respect of: ZEARRAX
— construction in progress — IR 47,735 18,214
-~ acquisition of property, plant and equipment — WY - R MR 135,824 120,569
183,559 138,783

In addition, at 30 June 2009, the Company is committed to
make further capital contribution of RMB225,857,478 to its 51%
subsidiary, Wuling Industrial, in proportion to its shareholding in
Wauling Industrial. See note 18(b) for further details.

AN RZETNFEANAZ+H  ARREARZEREE
S1%ERCMBARIAET £ RELL MM A E T EEH
B ARM225,857,47870  #E— 515 - WA LB
18(b) °
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OPERATING LEASES 17. REHE
The Group as lessor REFERHBAS
At the balance sheet date, the Group had contracted with lessees REER - REBEE NIRRT S WA i B2AFH 77 5T
for the following future minimum lease receipts: %
At At
30 June 31 December
2009 2008
R=ZBENF ZET)N\F
NA=ZTH ‘l'_ﬂ =+—H
RMB’000 RMB’'000
ARBTT ARBTT
Within one year *EW 8 127
In the second to fifth year inclusive “EENF (BEEEMF) 2 4
10 131
The Group as lessee REBEERBFES
At the balance sheet date, the Group had commitments for future REER - REERB A HEELEHEAE 2 RR&IEA
minimum lease payments under non-cancellable operating leases EFIER NI EAMEE
which fall due as follows:
At At
30 June 31 December
2009 2008
REZBBNF RZZZN\F
AB=1+H +ZA=+—~
RMB’000 RMB’'000
ARBTT ARBTT
Within one year *EW 16,131 29,884
In the second to fifth year inclusive “EENF (BEEEME) - 94
16,131 29,978
Operating lease payments represent rental payable by the Group WEHENREAREREETHRE NRAEREEWERE
for certain of its factory, office and warehouse properties with Nz8AMEE  FHEBAR=F -
fixed monthly rentals for an average term of three years.
POST BALANCE SHEET EVENTS 18. HHEA®KSHE

Subsequent to 30 June 2009, the following significant events
took place:

(@) On 6 August 2009, the Group acquired two investment
properties in Hong Kong at an aggregation consideration
of HK$25,600,000.

(b) On 17 August 2009, the Company announced
that it would delay the payment of the second (and
final) instalment of subscription money payable of
RMB225,857,478 in respect of the outstanding capital
contribution to its 51% subsidiary, Wuling Industrial, as
set out in the Company’s circular dated 25 June 2007. As
at the date of this interim report, the Company, Liuzhou
Wauling (a substantial shareholder of the Company who
is also the other shareholder of Wuling Industrial) and
Wauling Industrial are still in the process of negotiation
relating to the timing arrangement for payment of such
balance.

RIZZZNFRA=THE  BETIEREM :

(a RZZEZNFNARNA AREBEKERE
25,600,000/ T W iERIEE AR EME -

(b) RZZEZAFNA+LEE  ARFAEHRTEEZNTHE
%amﬁﬁé};ﬁﬁm%%*zmﬁﬁiﬁiiiz*m
REE(RAARIARAZ ti/\ﬂf+£El
2Bk 2 E =B A& é: HREFIEAEA
R #225,857,4787T ° E<‘$EP$1§EI/H§Q L 7N I
MAZE(KARRZ—TERE EfARETEY
FBREI)RFAETENEAINEBEAS KR
LHEEITIE ©
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Mr. Zhou Sheji

Independent Non-Executive Directors

Mr. Yu Xiumin
Mr. Zuo Duofu
Mr. Ye Xiang

AUDIT COMMITTEE

Mr. Ye Xiang (Chairman)
Mr. Yu Xiumin
Mr. Zuo Duofu

REMUNERATION COMMITTEE

Mr. Zuo Duofu (Chairman)
Mr. Yu Xiumin
Mr. Ye Xiang

COMPANY SECRETARY
Mr. Lai Shi Hong Edward

PRINCIPAL BANKERS

Bank of Communications
China Construction Bank
Bank of China

The Hong Kong and Shanghai Banking Corporation Limited

Hang Seng Bank Limited

Standard Chartered Bank (Hong Kong) Limited

AUDITORS

Deloitte Touche Tohmatsu
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Sidley Austin Brown & Wood
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HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

35/F., Morrison Plaza
9 Morrison Hill Road, Wanchai
Hong Kong

REGISTERED OFFICE

Canon’s Court
22 Victoria Street
Hamilton HM12
Bermuda

PRINCIPAL SHARE REGISTRAR AND TRANSFER AGENT

Butterfield Fund Services (Bermuda) Limited
Rosebank Centre

11 Bermudianna Road

Pembroke HMO08

Bermuda

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Tricor Tengis Limited

26th Floor, Tesbury Centre

28 Queen’s Road East

Wanchai

Hong Kong

STOCK CODE
Stock Exchange of Hong Kong: 305

HAMBEERBFBIEEEBRY

BB
EE3R B L8955
RELFEIS35E

AMMEE

Canon’s Court
22 Victoria Street
Hamilton HM12
Bermuda

RADIBF SRR

Butterfield Fund Services (Bermuda) Limited

Rosebank Centre

11 Bermudianna Road
Pembroke HMO08
Bermuda
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DRAGON HILL WULING AUTOMOBILE HOLDINGS LIMITED

35/F., Morrison Plaza, 9 Morrison Hill Road
Wanchai, Hong Kong

www.dhwuling.com
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