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FOUTaY edragnanciaiisammary,

ILESEEY

FOUR YEAR FINANCIAL SUMMARY

A summary of the published results, assets, liabilities and non-
controlling interests of the Group for the last four financial years

1 B
AEEMBENENREE 2 DHRES  BE -
B E NIRRT

is as follows:
RESULTS HEE
Year ended 31 December
BE+-—A=+—-HLEFE
2011 2010 2009 2008
—E——F —E-TF ZETNF —TEN\F
RMB’000 RMB’000 RMB'000 RMB'000
AR¥T R AREEF T ARETF T AREF T
Revenue WS 556,868 543,716 392,505 297,331
Cost of sales SHERAR (424,999) (405,768) (300,290) (224,261)
Gross profit ESA 131,869 137,948 92,215 73,070
Other income, other gains EMUA - Efblas
and losses N 53,212 4,224 7,926 12,721
Selling and distribution HERDHERAX
expenses (35,400) (34,842) (24,850) (24,406)
Research and development EE L
expenditure (17,743) (16,299) (13,348) (4,174)
Administrative expenses TR (32,817) (29,309) (18,964) (17,761)
Listing expenses WX (14,908) (2,599) - -
Finance costs S =Vp N (15,113) (14,921) (10,975) (17,242)
Profit before tax MR FL RS A 69,100 44,202 32,004 22,208
Taxation 18 (12,207) (6,666) (3,629) (3,550)
56,893 37,536 28,375 18,658
Profit attributable to: AT ALEEREF -
Owners of the Company ViN/NEIE YN 56,893 37,536 28,229 16,051
Non-controlling interests FEERR R - - 146 2,607
56,893 37,536 28,375 18,658
Earnings per share BRER
— Basic (RMB) —ER(ARE) 0.23 0.16 0.12 0.07
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Assets, liabilities and non-controlling interests

AE AERFERES

As at 31 December

R+=BA=+—H

2011 2010 2009 2008

—E——F —T-TF ZETNF —TEN\F

RMB’000 RMB’000 RMB'000 RMB'000

AR®T T ARETF T AREET T AREET T

Non-current assets EREEE 449,026 318,711 204,787 180,419

Current assets MBVEE 455,521 411,191 544,160 340,510

Total assets BEME 904,547 729,902 748,947 520,929

Current liabilities mEAaE 462,911 614,919 585,454 425,741

Non-current liabilities ERHEE 167,312 48,728 45,013 14,870

Owners' Equity 2PN 274,324 66,255 118,480 80,318

Non-controlling interests FEFEASRE RS - - - 7,109
Equity attributable to Owners of SBEBHNAARES A

the Company KT 274,324 66,255 118,480 73,209

The financial information for each of the three years ended 31
December 2010 has been prepared upon the Reorganisation as
if the group structure, at the time when the Shares were listed
on the Stock Exchange, had been in existence throughout the
years concerned. The results for each of the three years ended
31 December 2010, and the assets, liabilities and minority

interests as at 31 December 2008, 2009 and 2010 have been WRERHHHEEE o

extracted from the Prospectus.
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Shamrmansesiatement

ERHRE

Dear valued shareholders,

On behalf of the board of directors of China Vehicle
Components Technology Holdings Limited (the
“Company”), | am pleased to present the annual
report of the Company for the year ended 31
December 2011.

2011 was a fruitful year for the Company. It
was also a year for us to continue the past
and welcome the future. During the year,
the development of the automotive industry
in the PRC was greatly enhanced, providing
a more sustainable growth momentum for
the shock absorbers market. As a leading and
independent manufacturer of shock absorbers
in the PRC, due to its strong technological
capabilities, excellent product quality, good
customer base, advanced cost advantages as well
as solid R&D and sales capabilities, the Company
achieved strong operating results. Meanwhile, the
successful listing of the Company on the Stock Exchange
in November 2011 not only laid another milestone in its history,
but also demonstrated the Company’s dedication to further expanding its

business and strengthening its leading position in the industry.

Looking back, the Company has specialized in the automotive shock absorbers market in the PRC for over
five decades. More than just a prominent leader, it has insightfully forged a new path for the industry. In
light of the rapidly developing China market, the vast global market and the huge demand for its products,
we are more confident than ever of the Company's future. Based on its excellent operating results, the
Company will look closely into its next steps to take the business to an even higher level. These initiatives
will include strengthening research and development capabilities, expanding production capacities, enhancing
product quality based on customer requirements through higher standards of management and production
technologies, and further developing the three market segments; the OEM market, after-sales market and
the global market. | strongly believe that, during the next financial year, under the brilliant leadership of Mr.
Zhao Zhijun, the Executive Director and Chief Executive Officer of the Company, the Company will continue
to flourish and achieve new levels, with its unbeatable corporate spirit and marvellous creativity. | sincerely
believe that the Company will create a handsome return on investment for all Shareholders in the new
financial year.

| would like to take this opportunity to express my heartfelt gratitude to all Shareholders and investors for
their generous support, to all directors for their sincere guidance, to all government officials for their assistance,
as well as to all our customers and business partners for their trust and cooperation. Meanwhile, we would
also like to thank all staff within the Company for their dedication and loyalty. Without your continuous efforts
and cooperation, we would not have been able to establish such a concrete foundation for the continuous
enhancement of the Company's operations.

Xi Chunying
Chairman and Non-executive Director
23 March 2012

China Vehicle Components Technology Holdings Limited
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VIaNageNENAISCUS!

- EEETWmRIMN

“In 2011, riding on our competitive strengths and visionary business
strategy, the Group achieved a satisfactory business performance
amidst the challenging operating environment. Together with support
from Chinese government in the automotive components industry, we
believe that the Group will continue to strengthen its leading position in
the market and create long-term value for our shareholders.”

Mr. Zhao Zhijun, CEO and Executive Director

INTRODUCTION

Engaged in the research and development, design, manufacturing
and sale of various automobile shock-absorbers, the Group has
50 years’ history and experience in the automobile industry.
Through years of hard work and development, the Group has
become a leading supplier of independent automobile shock-
absorbers in the PRC and has established stable and long-term
business relationships with leading automobile manufacturers
in the PRC, including FAW-Volkswagen, Chery, Haima Auto,
Dongfeng Automobile, Beijing Automobile, Changan Automobile,
Chonggqing Lifan, Geely, Jianghuai Automobile, SAIC Motor and
Dongfeng Peugeot. The Company’s successful listing on the Main
Board of the Stock Exchange in November 2011 was well received
by investors. In addition to enhancing the Group’s capital strength
and corporate governance standard, the successful listing also
uplifted the Group’s reputation in the international market, which
helps to lay a solid foundation for the Group to achieve its goal
of becoming a market leader in the automobile shock-absorber
market in the PRC and around the world.

China Vehicle Components Technology Holdings Limited
Annual Report 2011
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MARKET REVIEW

Throughout 2011, the growth of the sale of automobiles in the
PRC dropped rapidly due to a number of factors such as the
decline in the growth of the PRC macro economy, monetary
tightening and the withdrawal of preferential policies which
stimulated automobile consumption. In 2011, the sales volume
of automobiles in the PRC achieved 18,536,000, representing
a sharp decrease in the year-on-year growth from 45.8% and
32.3% in 2009 and 2010 respectively to 2.7% which was
the lowest increase in the recent decade. The industry of
automobile parts was affected accordingly. While the overall
market was unfavorable, it was common for auto producers
to bargain for lower prices and for raw material suppliers
to increase their prices, in order to shift market risks to the
automotive components suppliers, which all adversely affected
the Group. However, the Group was still able to fully leverage
on its own strengths amid the hardship that it strived and
endeavoured to explore new sources of revenue growth and
thus achieved record high in its overall financial performance for
the year ended 31 December 2011.

The Group's main products are professional shock-absorbers
for various kinds of automobiles which are mainly sold to
domestic OEM and domestic after-sales market customers.
The Group is well-known for its diversified and comprehensive
product range which covers a wide range of car types. The
Group's current automobile shock-absorbers products are
categorized into eleven series covering more than 200 types of
products. Currently, the Group is considered a national high and
new technology enterprise. In 2011, the Group was recognized
as the Henan Province Innovative Trial Enterprise. The annual
production capacity of the Group’'s two major production
bases in Xichuan County, Nanyang City, Henan Province, the
PRC amounted to 7,000,000 units as at 31 December 2011.
In 2011, the Group produced 4,828,500 units of automobile
shock-absorbers of different kinds, and sold 4,980,000 units of
automobile shock-absorbers, representing an increase of 4.8%
over 2010.

For the year ended 31 December 2011, the Group's operating
revenue amounted to RMB556.9 million, representing a year-
on-year increase of RMB13.2 million. Profit attributable to
shareholders amounted to RMB56.9 million, representing a
year-on-year increase of RMB19.4 million or 51.6%. Basic
earnings per share amounted to RMB23 cents. Among the
principal business segments, domestic OEM business achieved
a sales income of RMBb517.9 million, and the domestic
automobile after-sales market business achieved a sales
income of RMB39.0 million, accounting for 93% and 7% of the
total income, respectively.
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DOMESTIC OEM MARKET

In 2011, due to the slow growth in the domestic automobile
industry, domestic automakers exerted pressure on parts and
components suppliers, resulting in both a decrease in the
order volume as well as lower prices so as to shift market
risks to component manufacturers. By proactively identifying
new customers and developing new products for its long term
customers, the Company was able to record an increase in
sales volume despite the unfavorable environment. For the
year ended 31 December 2011, the Group's sales volume of
shock-absorbers in the domestic OEM market amounted to
4,471,000 units, representing an increase of approximately 3.6%
as compared to 2010. Facing the demand for lower prices from
the domestic auto producers, for the year ended 31 December
2011, the annual average selling price was RMB115.8,
representing a slight decrease of 2.5% as compared to 2010.
Accordingly, for the year ended 31 December 2011, sales
income derived from the domestic OEM market amounted
to RMB517.9 million, representing a slight increase of
approximately 1.1% as compared to 2011.

DOMESTIC AFTER-SALES MARKET

While the domestic OEM market was slowing down, the Group
stepped up its efforts in expanding its after-sales market. For
the year ended 31 December 2011, the Group's sales income
derived from the domestic after-sales market amounted to
RMB39.0 million, representing an increase of approximately
24.5% as compared to 2010, which was mainly driven by the
growth in sales volume and increase in prices. For the year
ended 31 December 2011, the Group's sales volume to the
after-sales market increased approximately 16.1% as compared
to 2010, and the average unit price also increased 7.3% as
compared to 2010.

China Vehicle Components Technology Holdings Limited
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OUTLOOK

2012 is an important transitive year for the PRC government's
"12th Five-Year Plan”. In order to maintain a steady and
moderate economic growth, the PRC government has started
to introduce policies to stimulate domestic demand, and
continues to implement measures that target the structural
adjustment of specific sectors as well as stimulate growth.
These policies will facilitate auto sales, optimize and upgrade
the organizational structure of the automotive industry, thus
stimulate a fast recovery and long-term development of the
domestic auto market. The Group is optimistic towards the
prospects of the auto industry in the PRC. On 29 December
2011, the National Development and Reform Commission
and the Ministry of Commerce jointly announced the "Foreign
Investment Industrial Guidance Catalogue (as amended in 2011)
(HMER B EFEIEE B $: (20114485 ) )" which was effective
from 30 January 2012 onwards. This revision of the Catalogue
aimed at adjusting the auto industry policy focus from "auto
production” to “production, research and development of major
components”. Under these circumstances, there will be more
support and encouragement for policies in the automotive
components industry.

Looking ahead, the Group will continue to focus on its business
on the PRC domestic OEM market to reinforce its current
leading position in the industry. Meanwhile, the Group will
rapidly increase its market share in the domestic aftermarket
and aggressively expand into the overseas markets. It is
the Group's long-term strategy to develop and strengthen
its leading position in the international OEM market and the
domestic after-sales market. The Group will continue to strive
to develop its principal business and strengthen its core
competitive edges. The Group aims to achieve these objectives
by implementing the following strategies:

(i) Expanding production facilities and enhance
production technologies and efficiency
In order to cope with its plan to expand the product
range, market share and new business regions, the
Group is actively seeking to expand production facilities
and enhance production capacity through staged
construction and investment. Currently, the Group owns
seven production lines with annual production capacity
of 7,000,000 units. The Group plans to increase to an
aggregate of 15 production lines with a production
capacity of 15,000,000 units of shock-absorbers by the
end of 2012. Meanwhile, the Group plans to increase the
production capacities of some major components such as
piston rods, storage tanks and working cylinders so as to
maintain its cost advantage and production quality as well
as minimizing its dependence on second-tier suppliers.
The completion of expansion of production facilities will
help the Group maintain its leading position in the shock-
absorber manufacturing industry in the PRC.
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(ii)

(iii)

Gaining new customers and opening up new
market segments to increase market share

For the year ended 31 December 2011, more than 90%
of the Group’s revenue was derived from the sales in
the domestic OEM market. On one hand, the Group will
continue to supply quality products to those customers
and consolidate the cooperation with them with an aim
to becoming qualified for supplying to existing customers
shock-absorbers of new car types, and thus increasing
the market share in the PRC. On the other hand, the
Group will keep gaining new customers in the domestic
OEM market, as well as gaining overseas OEMs (such
as Europe and North America) who purchase automobile
parts and components in the PRC.

At the end of 2011, automobile ownership in PRC was
approximately 100,000,000. The lifetime of automobile
shock-absorbers is two years generally. Accordingly, it
is expected that the demand for shock-absorbers in the
automobile after-sales market will be significant. For
the year ended 31 December 2011, the sales amount
in the automobile after-sales market accounted for
approximately 7% of the Group’s revenue. The Group will
strive to develop the automobile after-sales market and
further increase its market share in the automobile after-
sales market by establishing a nation-wide distribution
network.

Enhancing the standard of research and
development and technologies to strengthen
competitiveness

Since the Group has obtained approval from the Henan
Province Science and Technology Bureau (i FE & &}
E R 17E8) to establish a Provincial Level Technology
Research Centre for Shock Absorbers Engineering, it is
now establishing a new R&D centre which is equipped
with sophisticated facilities introduced from the overseas
and is recruiting qualified and experienced staff including

China Vehicle Components Technology Holdings Limited
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(v)

foreign engineers who will work in this centre. In addition,
the Group is planning to set up an overseas R&D centre
in Europe as part of the Group's plan to enhance its R&D
capabilities and enter overseas markets. It is the Group's
belief that establishing a R&D centre in the PRC and
Europe concurrently will help to build its reputation and
improve its corporate image in the PRC, Europe and North
America as well as enhancing its overall research and
development capabilities and technology standard.

Maintaining cost advantages

The Group will fight for more flexible procurement terms
and reduce procurement costs through strengthening
scale of production and product R&D, capitalising on the
effectiveness from the economies of scale. Meanwhile,
the Group will maintain its cost advantages through
upgrading the production lines, improving the level of
automation, streamlining our production process, and
improving the capability and level of self-production of key
components, and therefore improving its profit margin
and strengthening the profitability.

Developing the shock absorber market for
railroad transportation (high speed rails)

With the PRC's rapid economic growth over the
years, railroad transportation in the PRC has improved
significantly. Such rapid growth has also brought about
huge potential for growth in the shock-absorber market,
especially in terms of greater demand for shock absorbers
for high speed rails. Through years of R&D and testing,
the Group is proactively seeking to obtain approvals
from the relevant departments to become a qualified
repairer and suppliers of train shock-absorbers. The
Group believes that railroad transportation (including high
speed rails) will become a market with significant growth
potential in the future. Once such qualifications have been
obtained, the Group will be able to actively participate in
the development of railroad transportation and capture the
business opportunities brought about by this giant market.

The Group believes that by implementing the above strategies,
it will be able to further strengthen its competitive edges
and enhance its leading position in the market, which in turn
helps to satisfy the stricter and stricter requirements of the
customers, capture the growth opportunities arisen from
the market changes, and create long-term values for the
shareholders.

(iv)

(v)
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FINANCIAL REVIEW

Revenue

During the year ended 31 December 2011, the Group's revenue
increased by 2.4% to RMB556.9 million from RMB543.7 million
in 2010.

Revenue from the OEM Market increased by 1.1% to
RMB517.9 million from RMB512.4 million in 2010. Revenue
from the Automobile Aftermarket increased by 24.5% to
RMB39.0 million from RMB31.3 million in 2010. Such increase
was mainly due to the expansion of the Group’s production
capacity from 6.1 million pieces per year in 2010 to 7.0 million
pieces per year in 2011, so that the Group was able to handle
higher volume of Automobile Aftermarket production and sales,
after fulfilling the orders of the automobile manufacturers.

The table below is an analysis of the Group's sales volume,
average selling price and revenue by its business segment for
each of the years ended 31 December 2011 and 2010:

B 75 21

W&
REBEE-ZE——F+_A=+—RHLEE K
EERFEAR T —TFARKEBI3.7E & TG N
2.4%EANR¥EE6.9B 8T ©

R EREEMSERER T —EFARKS12.4
BETEMI%EARK 7988 T - REE
EMERER T —TFARESIIEETLEN
245%ZE ARMEIS.0EETT © ILIBIEEEMRMNA
SEEEH-_Z-THENETF6IEEMERES
T——FNEFI0EEMH - Bt - AEBREHT
ROABEREE B - BAEEEMEES
REMEERMFE -

TRENEBEEZE_ZE——FR_ZE—ZF+_A
T+ HUEFESFRSEBIHE D ZAER
HE - FHHEEER NSRS EBRH 2D

Average
2011 Sales volume selling price Revenue
—2——F HE FHHEER Wz
(Unit) (RMB) (RMB’000)
(4) (ARHE) (AR¥TF )
OEM Market [RFBEIER TS 4,470,523 115.8 517,861
Automobile Aftermarket REEETS 509,578 76.5 39,007
Total Sin 4,980,101 556,868
Average
2010 Sales volume selling price Revenue
—ETF HE FISHEER Was
(Unit) (RMB) (RMB'000)
(1) (AR®) (ARBFIT)
OEM Market RER RS TS 4,314,757 118.8 512,395
Automobile Aftermarket SREERTIS 438,969 71.4 31,321
Total St 4,753,726 543,716
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Cost of sales

During the year ended 31 December 2011, the Group’s cost of
sales increased by 4.7% to RMB425.0 million from RMB405.8
million in 2010. Cost of sales for the OEM Market increased
by 3.6% to RMB397.6 million from RMB383.8 million in
2010. Such increase was mainly due to the increased sales
volume and production cost. Cost of sales for the Automobile
Aftermarket increased by 24.5% to RMB27.4 million from
RMB22.0 million in 2010. Such increase is in line with the
growth of business and increase in revenue in the Automobile
Aftermarket.

Gross profit

For the year ended 31 December 2011, the overall gross profit
decreased by 4.4% to RMB131.9 million from RMB137.9
million for the financial year ended 31 December 2010.

Gross profit for the OEM Market

The amount of the Group's gross profit decreased by 6.5%
from RMB128.6 million to RMB120.2 million. Such decrease
was mainly due to the adjusted selling price and increased
production cost.

Gross profit for the Automobile Aftermarket

The amount of the Group’s gross profit increased by 23.4%
from RMB9.4 million to RMB11.6 million. Such increase was
mainly due to the significant increase in revenue in Automobile
Aftermarket.

The table below is an analysis of the Group’s revenue, gross
profit and gross profit margin by its business segment for each
of the year ended 31 December 2011 and 2010:

HER A
REBEZZT——F+A=+—HILFEHH
REBZHERAR T —TFARKEL0588 8
TCIEMN4A.7% £425.0B BT o RERERER TS
ZHEEX AR T —TF ARKI83.8EHE LN
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Gross profit

2011 Revenue Gross profit Margin
—ET——F g EF EFIE
(RMIB’'000) (RMB’000)
(AR®F ) (AR®T )
OEM Market RiEREE TS 517,861 120,222 23.2%
Automobile Aftermarket HEBEERTS 39,007 11,647 29.9%
Total &3t 556,868 131,869 23.7%
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Gross profit

2010 Revenue Gross profit Margin
—E-BHF W E7 ER=
(RMB’000) (RMB’000)
(AREETTT) (ARETT)
OEM Market R EREE TS 512,395 128,588 25.1%
Automobile Aftermarket REEETS 31,321 9,360 29.9%
Total a5 543,716 137,948 25.4%
Gross profit margin EFZR

For the year ended 31 December 2011, the overall gross profit
margin decreased by 1.7 percentage point to 23.7% from
25.4% for the financial year ended 31 December 2010, Such
decrease was mainly due to the adjusted selling price in OEM
Market sales.

Other income, other gains and losses

The other income, other gains and losses increased significantly
from gain of RMB4.2 million to gain of RMB53.2 million, such
increase was mainly due to the compound effect of (i) the
increased gain from scrap sales of RMB3.6 million; (ii) gain from
settling the legal proceeding with Jinguan Wangma amounted
to RMB5.4 million; (iii) reversal of provision related bad debts
amount of RMB2.8 million; (iv) recovery of bad debt written
off of RMB1.3 million; and (v) government grant of RMB31.0
million.

Selling and distribution expenses

Selling and distribution expenses mainly include salaries and
welfare for sales staff, travelling expenses, expenses related to
the sales office, expenses related to sales and distribution and
entertainment expenses. The selling and distribution expenses
increased by 1.7% from RMB34.8 million to RMB35.4 million.
Such increase was in line with the growth in the sales volume
of products.

Research and development expenses

Research and development expenditure represents the
expense on researching and developing absorber related new
technologies and products. Expenditure on research activities is
recognised as an expense in the period in which it is incurred.
The research and development expenditure increased by 8.6%
from RMB16.3 million to RMB17.7 million. The increase is due
to (i) the enhancement on research of applying absorber related
technology on different types of vehicles; and (ii) the additional
development costs of absorbers for newly developed vehicles.

@
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Administrative expenses

Administrative expenses mainly include salaries and welfare
for management and administrative staff, amortisation and
depreciation, office expenses and utilities, traveling and
entertainment. The administrative expenses increased by
11.9% from RMB29.3 million to RMB32.8 million, such
increase was in line with (i) the growth in staff-related cost; and
(ii) increase in professional fees for arranging bank borrowings.

Listing expenses

Listing expenses amounted to RMB14.9 million represent the
legal and other professional fees together with printing and
other expenses incurred in 2011 relating to the Global Offering.

Finance costs

Finance costs, consisting of mainly interest expense on
bank loans and other finance charges, increased by 1.3% to
RMB15.1 million from RMB14.9 million in 2010. The increase
was a result of the increased bank borrowings and relatively
higher interest cost upon renewal of the loan facility in 2011
which bears higher interest margin comparing to the previous
loan facility. During the year, approximately RMB3.3 million of
the interest expense has been capitalized as property under
development in respect of the expansion project for Nanyan
Xichuan production base.

Income tax expense

For the year ended 31 December 2011, the Group’s overall
income tax expense was approximately RMB12.2 million or
17.7% of the profit before tax, and approximately RMB6.7
million or 15.1% of the profit before tax for the year ended 31
December 2010. Increase in income tax expense was mainly
due to the increase in income tax rate from 12.5% in 2010 to
15.0% in 2011 of Nanyang Cijan Auto Shock Absorber Co., Ltd.

Net profit and net profit margin for the period

Profit for the period increased by 51.7% from RMB37.5 million
to RMB56.9 million. The increase in the Group’s net profit was
mainly due to the receipt of government grant of RMB31.0
million from the local PRC authority. The Group’s net profit
margin increased from 6.9% to 10.2% mainly due to the
significant increases in other income, other gains and losses as
stated above.
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Liquidity and financial resources

As at 31 December 2011, the Group’s net current liabilities
decreased to RMB7.4 million from RMB203.7 million as of 31
December 2010. This decrease was primarily attributed to: (i)
increase of cash and bank balances of RMB80.6 million, which is
mainly attributable to the proceeds from the successful listing
of the Company on the Main Board of the Stock Exchange
on 23 November 2011, (i) amounts due to shareholders of
RMB70.1 million is debited to capital reserve in May 2011; and
(iii) a decrease in bank borrowings — due within one year of
RMB42.3 million, due to repayment of bank loans in 2011.

Financial position and bank borrowings

As at 31 December 2011, the Group’'s total cash and bank
balances, most of which were denominated in HK dollars
and RMB, amounted to approximately RMB164.6 million,
representing an increase of approximately 55.3% as compared
with that of approximately RMB106.0 million, most of which
denominated in RMB as at 31 December 2010. As at 31
December 2011, the Group's total borrowings amounted to
approximately RMB337.2 million, representing an increase of
approximately 28.1% as compared with that of approximately
RMB263.3 million as at 31 December 2010.

As at 31 December 2011, the Group’s gearing ratio, presented
as a percentage of total borrowings and bills payable divided by
total assets, was approximately 43.4% (2010: approximately
41.1%). Increase in total borrowings and the gearing ratio were
primarily attributable to our acquisition of property, plant and
equipment for expanding its business operations.

Working capital

As at 31 December 2011, the Group's gross inventories,
mainly comprising raw materials, work-in-progress and finished
products, amounted to approximately RMB56.2 million,
representing a decrease of 26.0% from approximately RMB75.9
million as at 31 December 2010. The Group's management
team reviews and monitors its inventory level regularly. For the
year ended 31 December 2011, the average inventory turnover
days were 56.7days (2010: 59.3 days). Inventory turnover days
are arrived at by dividing the arithmetic means of the beginning
and ending balances of inventory for the relevant period by
cost of sales of the same period and multiplying by 365 days.
The decrease of average inventory turnover days was mainly
attributable to more efficient inventory management adopted
by the Group.

China Vehicle Components Technology Holdings Limited
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As at 31 December 2011, the Group's trade receivables,
amounted to approximately RMB181.0 million, representing an
increase of 15.2% from approximately RMB157.1 million as at
31 December 2010. For the year ended 31 December 2011,
the average turnover days of trade and notes receivables were
110.8 days (2010: 95.3 days). The average trade receivables
turnover days for 2010 to 2011 were slightly higher than the
Group’s credit period to customers, which was generally 90
days. The main reason was that certain OEM market customers
requested for longer credit periods from the Group.

As at 31 December 2011, the Group's trade payables,
amounted to approximately RMB172.6million, representing a
decrease of 11.8% from approximately RMB195.7 million as
at 31 December 2010. For the year ended 31 December 2011,
the average turnover days of trade payables were 158.2 days
(2010: 154.8 days). Trade payable turnover days are calculated
by using the average of the beginning and ending trade payable
balances of the period, divided by cost of sales for the period
and multiplied by 365 days for the years. The average trade
payables turnover days of the Group were higher than the credit
terms granted by the Group’s suppliers, which was normally 90
days. The reason was mainly due to (i) the bargaining power of
the Group has been relatively higher than that of the suppliers
and hence the Group managed to extend the credit period of
certain payments beyond the general payment terms; and (ii)
according to the Group’s internal policy, it only settled trade
payables with suppliers during the period from 25th of each
month to 5th of the next month, and this would result in delay
in settlements with certain suppliers.

Capital expenditures and capital commitments

For the year ended 31 December 2011, capital expenditures
were approximately RMB147.2 million (2010: RMB130.2
million). The Group has been financing its capital expenditures
primarily through cash generated from operations and bank
borrowings. The Group’s capital expenditures are primarily
related to acquisition of land use rights, construction of
production facilities and expenditures for plant, machinery
and equipment for business expansion its Nanyang Xichuan
production base. The Group will continue to expand its
existing production facilities and construct new plants and
new research and development centre as part of its Expanding
Production Facilities, At as 31 December 2011, the Group
had commitments for acquisition of plant and machinery of
approximately RMB36.0 million (2010: RMB28.7 million).
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Interest rate risk

Interest rate risk is the risk that the fair value or future cash
flows of a financial instrument will fluctuate because of
changes in market interest rates. The Group is exposed to
cash flow interest rate risk on the variable rate of interest
earned on the restricted bank balances and bank balances. The
Group’s borrowings have fixed interest rates and therefore, are
subject to fair value interest rate risk. No sensitivity analysis
was prepared for restricted bank balances and bank balances
as the financial impact arising on changes in interest rates
was minimal for the year ended 31 December 2010 and 2011.
The Group monitors interest rate exposure and will consider
hedging significant interest rate exposure should the need
arise.

Foreign exchange risk

The businesses of the Group are located in China, and its major
operating transactions are dominated in RMB. In addition to
the certain bank balances and other borrowing of the Group, as
well as certain payable professional expenses dominated in HK
dollars and US dollars mainly arising from the listing exercise,
most of the assets and liabilities of the Group are dominated
in RMB. Since RMB is not freely convertible, it may be the risk
that the Chinese government may take measures to interfere
the exchange rates, which in turn may bring effects to the
Group’s net asset value, profit and the dividends declared to
the extent that such dividends are subject to foreign exchange,
and we have no hedging measures against such exchange
risks. However, the management of the Group monitors foreign
exchange exposure and will consider hedging significant foreign
currency exposure should the need arise.

Contingent liabilities
As at 31 December 2011, the Group did not have any material
contingent liabilities.

Pledge of assets

As at 31 December 2011, certain of the Group’s buildings with
a net carrying amount of RMB40.2 million (2010: RMB21.0
million), Group’s leasehold lands with a net carrying amount
of RMB90.7 million (2010: RMB40.5 million), were pledged
to secure the Group's bank loan facilities. As at 31 December
2011, the carrying amount of certain of the Group's restricted
bank balances of RMB42.0 million (2010: RMB64.0 million),
were pledged to secure the Group's bills payable with an
original maturity of three months or less issued to suppliers
for the purchase of raw materials and securities for bank
borrowings with maturity of three to six months.
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EXECUTIVE DIRECTORS

Zhao Zhijun (#%E), aged 37, was appointed as the chief
executive officer and an executive Director of the Company on
22 May 2011. He joined the Group in 2005. He is principally
responsible for leading the daily management of the business of
the Group, including overseeing the production process, sales,
procurement, research and development, annual budgeting
and financing matters and recruitment, as well as the strategic
development of the Group.

Mr. Zhao has over six years of experience in finance and
management in automobile shock absorber industry. Prior to
joining the Group, he worked for office of the commissioners
and general office of Zhengzhou (Z4HR Bt ER4RE )
of the China Securities Regulatory Commission (/1 B75 585
BEBZLZE®) from 1999 to 2002. In 2002, Mr. Zhao served
as a general manager of the sales department of Minsheng
Securities, Nanyang branch (R4&ZESER ST A FEHEE
3£20) till 2005 responsible for overall management of sales
department and market development department. Mr. Zhao
graduated from Central South University (I K£) with a
master degree in Philosophy of Scientific Technology in 2004.

Wang Wenbo (E£3K), aged 37, was appointed as an
executive director of the Company on 22 May 2011. He is also
the deputy general manager of the Group. He joined the Group
in 1995 and served in various positions including deputy general
technology manager and deputy general sales manager. He
has over 16 years of experience in the technology, sales and
management in the automobile shock absorber industry. He is
one of the inventors of two patents with respect to restoration
damping valve of hydraulic shock absorber (REEE IR 18R
FE/Ef) and compression damping valve of hydraulic shock
absorber (B Ik 22 B 4 FE/E ) possessed by the Group. Mr.
Wang graduated from Huazhong Polytechnic University (FErb 38
T KE) (later renamed as Huazhong University of Science and
Technology (27 f}% K E2)) with a diploma in Mechanic Design
and Test Technology in 1995.
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Yang Weixia (13 &), aged 35, was appointed as an executive
director of the Company on 22 May 2011. She is also the
deputy general manager and manager of finance department of
the Group. Ms. Yang has over 4 years of experience in finance
and management in the automobile shock absorber industry.
She joined the Group in 2007 and served as financial manager,
human resource manager, assistant to the general manager
and deputy general manager. Prior to joining the Group, she
worked in various positions in Minsheng Securities (REFAH
PR &F £/ R]) including office manager of the sales department
of Zhumadian branch (B 5523 2F), officer in charge of the
service department of Xiping Securities (B AR ER), deputy
general manager of Nanyang sales department (f[5 % 2 28)
and Yinzheng business department (58 & %7558) from 1998 to
2007 responsible for participating in the management of sales
department, development of new markets and works related to
clients management. Ms. Yang graduated from Henan College
of Finance and Economics (AEI 814 £267) (later renamed
as Henan University of Finance and Economics (JA] g B 451
JERE)) with a bachelor degree in Economics in 1998. She
was accredited as a medium level economist (F 4% &2 Ef) by
Ministry of Personnel of PRC in 2000.

NON-EXECUTIVE DIRECTORS

Xi Chunying (E&3#0), aged 48, was appointed as the chairman
and non-executive Director of the Company on 27 April 2011.
Mr. Xi has over 15 years of working experience in finance and
management. From 1997 to 2004, Mr. Xi worked in Minsheng
Securities (REFHBREE/AF) as an assistant to president,
president and chairman responsible for the investment banking
business, the business of research department, planning and
development of the company. From 2004 to 2007, he was
the chairman of the board of Kaifung City Lanwei Highway
Development Company Limited (B3 mER S EAKEESR
/A &]) responsible for daily operation, development and planning
of the company. Mr. Xi has been appointed as the vice-chairman
of the board of Yubei (Xinxiang) Power Steering System Co.,
Ltd. and was responsible for the development of the company,
strategic development, planning and approving important
business plans since 2007. He has also been appointed as the
director of Nanyang Pukang Pharmaceutical Co., Ltd. (FEI[5 & &
AR /A F]) since 2008. Mr. Xi obtained a bachelor degree
in Economics from the University of Henan (ja] @ A£2) in 1986.
He further obtained a master degree and a doctoral degree in
Economics from Fudan University (8 B A£2) in 1992 and 1995
respectively. He was appointed as a professor by University of
Henan (A KE2) in 1995.
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Xie Qingxi (HEE), aged 39, was appointed as a non-executive
Director of the Company on 22 May 2011. Mr. Xie has over 10
years of experience in management. Mr. Xie graduated from
University of Henan (jAIEIA22) with a master degree in Economics
in 1999 and a doctoral degree in Economics from Fudan University
in 2005, and was engaged in postdoctoral research in Shanghai
University of Finance and Economics (/&84 K &) in 2009.
From 2000 to 2008, he worked in Henan Lotus Gourmet Powder
Company Limited CAIEIEIERER (D BRAF]), a company listed
on the Shanghai Stock Exchange, in various positions including
secretary to the board of directors and manager of securities
department responsible for disclosure of information management
ensuring information disclosure has been conducted in such
manner as required by relevant regulatory requirements. Mr.
Xie has been appointed as the deputy president of Henan Hexie
Chuangye Investment Management Company Limited (AIE&
WEIEREERER QA since 2005 and was responsible for
the strategic operation and the implementation of assets. Mr.
Xie has also been appointed as a director of Nanyang Pukang
Pharmaceutical Co., Ltd. (Ff5 &R 3 G FR A7) since 2008.
Since February 2012, he was appointed as managing director of
Shenzhen Hwaxin Equity Investment Fund Management Co. Ltd. (&

YFEEREREESEERRAT)

Fu Pengxu ({43&}B), aged 54, was appointed as the non-
executive Director of the Company on 22 May 2011. Mr.
Fu has over 22 years of experience in investment and
industrial management. From 1989 to 2002, he served as the
general manager ([ £) responsible for product research and
development, production and sales and secretary of party
committee (EE@EZZE) of Nanyang Transistor Factory
(M5 T EEEE M) responsible for party committee work. Mr.
Fu served as a deputy general manager from 2002 to 2003
responsible for investment development, project construction,
sales and production and a general manager from 2003 to 2006
responsible for production operation management, operation
and funds management of Nanyang Jinguan Group Company
Limited (5@ REEEEREEAF). From 2006 to 2010, he
served as a chairman and president of Henan Hexie Chuangye
Investment Management Company Limited (T4 8l 1%
BEIBAPRR AR responsible for operational management and
investment planning. Mr. Fu has been a chairman of Nanyang
Pukang Pharmaceutical Co., Ltd. (FIF5 & E L2 AR A7) since
2008 responsible for coordinating board meetings, formulating
strategies on company's development and providing guidance
to major activities of the company. Mr. Fu was graduated from
531 Mechanic Industrial School (Fi=—### T 2 £4%) (later
renamed as Henan Industrial School (A TSR ZE R ITET))
with a diploma in Cannon Manufacturing in 1980.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Chu Kin Wang, Peleus (5kf%), aged 47, was appointed as
an independent non-executive director of the Company on
19 October 2011. Mr. Chu has over 20 years of experience
in corporate finance, audit, accounting and taxation. He is
an executive director of Chinese People Holdings Company
Limited (A RIZRE B PR A 7)) (stock code: 681) since 2008. He is
also an independent non-executive director of Eyang Holdings
(Group) Co., Limited (FI5iF (%£E)BRAF) (stock code:
117), Huayu Expressway Group Limited (S5 HREE AR
7)) (stock code: 1823), Flyke International Holdings Ltd. (7
T FRIERE AR A A)) (stock code: 1998) and China AU Group
Holdings Limited (B¢ 2 EEARBR AR (stock code:
8176) since 2007, 2009, 2010 and 2012 respectively, all are
companies listed on the Main Board of the Stock Exchange
other than China AU Group Holdings Limited (stock code:
8176), a company listed on the Growth Enterprises Market of
the Stock Exchange. During the period from September 2005 to
March 2007, Mr. Chu was the executive director of Mastermind
Capital Limited (&K EHGRR A R]) (stock code: 905), during
the relevant period known as Haywood Investments Limited,
a company listed on the Main Board of the Stock Exchange.
From January 2008 to August 2010, he was the independent
non-executive director of Sustainable Forest Limited (GK{R#K
AR AR /A ) during the relevant period known as Bright
Prosperous Holdings Limited (& & X B R A 7)) (stock
code: 723) a company listed on the Main Board of the Stock
Exchange. He was also the company secretary of Sun Century
Group Limited (KI5tE42 S E AR A R]) during the relevant
period know as Hong Long Holdings Limited (JB[& %A R A
7)) (stock code: 1383), a company listed on the Main Board of
the Stock Exchange, responsible for corporate finance, financial
reporting and compliance and company secretarial matters from
2008 to 2010. Mr. Chu graduated from the University of Hong
Kong with a master degree in Business Administration. Mr.
Chu is a fellow member of the Hong Kong Institute of Certified
Public Accountants and the Association of Chartered Certified
Accountants. Mr. Chu is also an associate member of both the
Institute of Chartered Secretaries and Administrators and the
Hong Kong Institute of Company Secretaries.
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Li Zhiqiang (Z&54), aged 48, was appointed as an
independent non-executive director of the Company on
19 October 2011. Mr. Li has over six years of experience
in business management. He is an executive director and
president of Shougang Holdings Limited (& HiZR AR A F)
since December 2004 responsible for operational management,
senior management recruitment and assessment and general
strategic planning. In March 2006, he was a director of Sino
Life Insurance Co., Ltd. (PB4 ASREBEMDBRR AR, and
vice chairman in September 2008. He is also appointed as the
chairman and secretary to the Communist Party Committee
of Shougang Yili Steel Co., Ltd. (E#f{FASMEBR AT in
February 2010.

Zhang Jinhua (3R#2E), aged 47, was appointed as an
independent non-executive director of the Company on 19
October 2011. Mr. Zhang has over 24 years of experience in
automobile industry. He is a deputy head of secretary (2lfE
&) to Society of Automotive Engineers of China (/58 T
f222@) and head of secretary (£ &) to China Automotive
Industry Technology Progress Rewarding Fund (FE;55E T
HERE S EEIE S E) since 2009. From 1988 to 2009, Mr.
Zhang served as an assistant to the head, deputy head (BIFTK)
and head (FTf) and deputy president (g]3=1F) to the president
assistant centre (E{EBIIEA L)) of the Automotive Technology
Information Institute (BT E#RAAZTAT) of China Automotive
Technology & Research Center (B SERAMTAFICE 4. Mr.
Zhang graduated from the Jilin Industrial University (25 #f T 3K
&) (later renamed as Jilin University (5 #A22)) with a bachelor
degree in Automotive Application in 1988.

SENIOR MANAGEMENT

Xing Yunming (fZEHH), aged 62, is the chief engineer
of the Group mainly responsible for design, research and
development. He has over 39 years of experience in the
automobile shock absorber industry. He was the deputy
committee (BlFFZE) of the Seventh Suspension System
Committee of the China Auto Industrial Association (77 Bl;5 8
TR TEHRELIEES). He was accredited as a senior
engineer by the technology committee of Henan (A E& &) in
1997. He joined the Group in 1972 as a technician and served in
various positions including technology manager, chief engineer
and deputy general office manager (2l &) of technology of
the Group. He is one of the inventors of 6 patents with respect
to shock absorber manufacturing and processing which are
possessed by the Group.
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Hung Man Yuk, Dicson (3£ £/8), aged 36 (“Mr. Hung") the
Company Secretary and authorised representative of the Group
responsible for the company secretarial functions since 1 March
2012. Mr. Hung has extensive experience in accounting,
financial control and compliance. Mr. Hung obtained a master’s
degree majoring in finance from The Curtain University of
Technology in November 2002. He was admitted a member of
Hong Kong Institute of Certified Public Accountants in July 2004
and a fellow member of The Association of Chartered Certified
Accountants in the United Kingdom in November 2006. He is
also a member of the Hong Kong Institute of Directors. Mr.
Hung has also been appointed executive of several other listed
companies, including Qualified Accountant, Chief Financial
Officer and Company Secretary of Zhongtian International Ltd.
(Stock Code: 2379) from 2006 to 2007, Company Secretary of
Come Sure Group (Holdings) Ltd (Stock Code: 794) and China
Tian Lun Gas Holdings Ltd. (Stock Code: 1600) since July 2010
and October 2010 respectively.

Zhu Zihua (5k B#), aged 49, is the deputy general manager
of the Group and responsible for production. He has 25
years of experience in automobile shock absorber industry.
Mr. Zhu graduated from the Henan College of Finance and
Economics (A FE B A4S 230%) (later renamed as Henan University
of Finance and Economics (A& BUEAE)) with major
in Economics Management in 1997. He was qualified as a
qualified engineer by the technology committee of Nanyang
Municipal (5 RIZE) and accredited as a senior economist
by the technology committee of Henan (g & &IZ) in 1998
and 1999 respectively. Mr. Zhu joined the Group as a technician
in 1986 and served in various positions including supervisor
of electroplating workshop, production manager and deputy
production general manager. He is one of the inventors of 10
patents with respect to shock absorber manufacturing and
processing which are possessed by the Group.

Chu Xinyao (#&#7#), aged 50, is the deputy general manager
of the Group and responsible for quality control. He joined
the Group in 1983 and has over 28 years of experience in
management. Mr. Chu worked in various senior positions in
the Group including deputy general office manager (2 K),
deputy general sales manager and deputy general procurement
manager as well as quality control manager. Mr. Chu graduated
from Central Agricultural Broadcasting and Television School (7
R EZEEEHRER) with a diploma in Agricultural Ecomonics
in 1988. He was accredited as an economist by the technology
committee of Henan (A FE&ARIZE) in 1999.
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Zhao Zeng (#1¥), aged 37, is the deputy general procurement
manager of the Group. Mr. Zhao has over 16 years of
experience in auditing and management. Mr. Zhao joined
the Group in 2005 and served in various positions including
supervisor of the office of the Board, assistant to general
manager (&K BH3E) and deputy general office manager (gF
§). Prior to joining the Group, he worked in various positions in
Nanyang She Qi Province Auditor Bureau (EF5t i E:1/5)
from 1995 to 2002 including auditing officer, auditing executive
and auditing manager (&t Fr{&) responsible for supervision and
auditing of financial conditions of different units in accordance
with relevant regulatory requirements in the PRC. Mr. Zhao
graduated from Central South University (FREAZ) major in
Business Administration through online study mode. He was
accredited as an accountant and economist by the technology
committee of Nanyang (R[5 EHE) in 2000.

Cheng Zhoujian (2@1f#), aged 40, is the assistant to the
general manager of the Group. Mr. Cheng has over 17 years
of experience in automobile shock absorber industry. He
graduated from Nanyang Institute of Technology (FaF53E T £5)
with a diploma of Machine Manufacturing in 1994. He joined
the Group in 1994 and served various positions including deputy
officer (BlFfF) and a deputy division manager (BIER) of
technical department responsible for the production technology.
From 2004 to 2009, Mr. Cheng served various positions
including the product engineering deputy general manager and
quality control manager of the Group. Since January 2011, he
has been appointed as assistant to the general manager (&
Bh3®) responsible for product research and development of the
Group.
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Wang Ping (E£¥), aged 41, is the chief financial officer of
the Group. He has over 15 years of experience in corporate
finance, audit, accounting and taxation. He joined the Group in
December 2010 as senior vice president of Guang Da (China)
Automotive Components Holdings Limited, a subsidiary of the
Group, responsible for investment management. Prior to joining
the Group, Mr. Wang worked for EV Capital Pte Ltd., a financial
advisory and consulting firm focusing on initial public offerings,
capital raising and private equity investments, from May 2007
to March 2010 as vice president and subsequently as director
in May 2008. From February 2004 to March 2007, he served
as chief financial officer for China Jishan Holdings Limited, the
shares of which are listed on the main board of Singapore Stock
Exchange. From September 1999 to August 2002, he served
as a senior accountant and subsequently a manager for audit
department of Deloitte Touche Tohmatsu CPA Ltd. Mr. Wang
is currently an independent non-executive director of China
Hangking Holdings Limited (Stock Code: 3788) since February
2011 and, since November 2010, an independent non-executive
director of Chongyi Zhangyuan Tungsten Co., Ltd. which is
listed on the Shenzhen Stock Exchange. Mr. Wang graduated
from Nanjing University in 1993 and obtained a Master’'s Degree
in Business Administration from Lingnan (University) College of
Sun Yat-Sen University in 2004. He is a fellow member of the
Chinese Institute of Certified Public Accountants.

Li Zhigian (ZE§), aged 42, is the deputy general financial
manager of the Group. He has 20 years of experience in
finance. He joined the Group in 2009 as an assistant to general
manager (& B)E) responsible for finance work. He has been
appointed as deputy general financial manager since 2011. Mr.
Li was an auditing manager and deputy head () of Xinwei
Limited Liability Public Accountants’ Firm of Nanyang (/515
B E & EEI ST from 1998 to 2009 responsible for
auditing works. Mr. Li graduated from Henan Province Business
College (AR ESEERIER) with a diploma in Finance
and Accounting (B &% %) in 1991.
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The Board is pleased to present the annual report together with
the audited consolidated financial statements of the Group for
the 2011 Financial Year.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company.
The principal activities of its subsidiaries include research,
development and manufacture of automobile shock absorber
and suspension system for the OEM Market and Automobile
Aftermarket in PRC.

SUBSIDIARIES

Details of the principal activities of the Company’s subsidiaries
at 31 December 2011 are set out in note 36 to the financial
statements of this annual report.

RESULTS

The results of the Group for the 2011 Financial Year are set
out in the consolidated income statement and consolidated
statement of comprehensive income on page 55 of this annual
report.

DIVIDENDS
The Board does not recommend the payment of a final dividend
for the year ended 31 December 2011 (2010: Nil).

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed
from Wednesday, 6 June 2012 to Friday, 8 June 2012 (both
days inclusive) for the purpose of determining the identity of
members who are entitled to attend and vote at the AGM,
during which period no transfer of shares can be registered.
In order to qualify for attending the AGM, all transfers
accompanied by the relevant share certificates, must be lodged
with the Company’s Hong Kong Branch Share Registrar, Tricor
Investor Services Limited at 26th Floor, Tesbury Centre, 28
Queen’s Road East, Wanchai, Hong Kong not later than 4:30
p.m. on Tuesday, 5 June 2012.

SHARE CAPITAL

Details of the movements in the issued share capital of the
Company during the 2011 Financial Year are set out in note 27
to the financial statements of this annual report.

RESERVES

Details of the movements in the reserves of the Group
during the 2011 Financial Year are set out in the consolidated
statement of changes in equity on pages 58 to 59 of this annual
report.
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DISTRIBUTABLE RESERVES

As at 31 December 2011, the distributable reserves of the
Company amounted to approximately RMB228.7 million (2010:
RMB53.5 million), comprising the share premium, the capital
reserve, share-based reserve and the retained earnings of the
Company.

Under the Companies Law (Revised) of the Cayman Islands,
in addition to the retained earnings of the Company, the share
premium and capital reserves of the Company are also available
for distribution to shareholders provided that the Company will
be able to pay its debts as they fall due in the ordinary course
of business immediately following the date on which any such
distribution is proposed to be paid.

For the surplus reserves, it comprising statutory surplus reserve
and discretionary surplus reserve, which are non-distributable
and the transfer to these reserves is determined according to
the relevant laws in the mainland China (the “PRC") and by the
board of directors of the PRC subsidiaries in accordance with
the Article of Associate of the subsidiaries. Statutory surplus
reserve can be used to make up for previous years’ losses or
convert into additional capital of the PRC subsidiaries of the
Company. Discretionary surplus reserve can be used to expand
the existing operations of the Company's PRC subsidiaries.

PROPERTY, PLANT AND EQUIPMENT

As at 31 December 2011, the Group had property, plant and
equipment at net book value of approximately RMB194.5
million. Details of the movements are set out in note 16 to the
consolidated financial statements.

DONATIONS

During the 2011 Financial Year, the Group made charitable
and other donation totaling approximately RMB561,500 (2010:
RMB53,000).

CAPITALIZED INTERESTS

During the 2011 Financial Year, the Group capitalised its
borrowing costs that financing the assets under construction
approximately RMB3.3 million (2010: RMB1.4 million).

FINANCIAL SUMMARY

A summary of the consolidated results, assets, liabilities and
non-controlling interests of the Group for the last four financial
years is set out on pages 4 to 5 of this annual report.
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MAJOR CUSTOMERS AND SUPPLIERS

For the years ended 31 December 2011and 2010, sales to the
Group's five largest customers accounted for 64.9% and 70.0%
of the total revenue of the Group, respectively, and sales to the
largest customer included therein accounted for 23.4% and
27.2%, respectively.

For the years ended 31 December 2011 and 2010, purchases
from the Group’s five largest suppliers accounted for 31.1%
and 33.4% of the total purchases of the Group, respectively,
and purchases from the largest supplier included therein
accounted for 7.3% and 9.4%, respectively.

None of the Directors, their associates or any shareholder of the
Company (which to the knowledge of the Directors owns more
than 5% of the Company's issued shares) had any interests in
the Group's five largest customers or suppliers noted above.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company's listed securities during
the 2011 Financial Year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Articles, or the law of Cayman Islands, being the jurisdiction in
which the Company is incorporated under which would oblige
the Company to offer new shares on a pro-rata basis to existing
shareholders.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the 2011 Financial Year was the Company,
its holding companies, or any of its subsidiaries or fellow
subsidiaries, a party to any arrangements 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.
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DIRECTORS

The Directors during the 2011 Financial Year and up to the date
of this report were:

Executive Directors

Mr. ZHAO Zhijun (Chief Executive Officer)
(Date appointed: 22 May 2011)

Mr. WANG Wenbo
(Date appointed: 22 May 2011)

Ms. YANG Weixia
(Date appointed: 22 May 2011)

Non-executive Directors
Mr. XI Chunying (Chairman)
(Date appointed: 27 April 2011)
Mr. XIE Qingxi
(Date appointed: 22 May 2011)
Mr. FU Pengxu
(Date appointed: 22 May 2011)

Independent Non-executive Directors
Mr. CHU Kin Wang, Peleus
(Date appointed: 19 October 2011)
Mr. LI Zhigiang
(Date appointed: 19 October 2011)
Mr. ZHANG Jinhua
(Date appointed: 19 October 2011)

According to the Articles of Association of the Company, the
newly appointed Directors of the Board are subject to re-
election at the following annual general meeting. Furthermore,
one-third of the Directors for the time being, if the number of
Directors is not three or a multiple of three, then the number
of Directors nearest to but not less than one-third, shall retire
from office but eligible for re-election, and every Director should
be subject to retirement by rotation at least once every three
years at annual general meeting. Accordingly, Mr. Xi Chunying,
Mr. Zhao Zhijun, Mr. Wang Wenbo, Ms. Yang Weixia, Mr.
Xie Qingxi, Mr. Fu Pengxu, Mr, Chu Kin Wang, Peleus, Mr.
Li Zhigiang and Mr. Zhang Jinhua will retire by rotation from
the Board at the forthcoming AGM and, being eligible, offer
themselves for re-election as Directors.
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PROFILES OF DIRECTORS
Profiles of the above Directors are set out on pages 21 to 28 of
this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors had entered into a service
agreement with the Company for an initial term of three years
with effect from 22 May 2011. Each service agreement will
continue thereafter until terminated by either party by giving
to the other party not less than three months’ prior notice in
writing.

Each of the non-executive and independent non-executive
Directors had been appointed for an initial term of three
years with effect from 27 April 2011 for the Chairman and
non-executive Director, 22 May 2011 for the other two
non-executive Directors and 19 October 2011 for all the
independent non-executive Directors. All Directors are subject
to retirement by rotation in accordance with the Articles and the
Listing Rules.

None of the Directors proposed for re-election at the
forthcoming AGM of the Company has a service contract
with the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment of
compensation (other than statutory compensation).

REMUNERATION OF THE DIRECTORS

Details of the emoluments of every Director for the 2011
Financial Year is set out in note 13 to the financial statements.

DIRECTORS’ INTERESTS IN CONTRACTS

There was no contract of significance, to which the Company,
or its subsidiaries was a party and in which a Director had
a material interest, whether directly or indirectly, subsisted
throughout the 2011 Financial Year.

COMPETING INTEREST

None of Directors had, either directly or indirectly, an interest
in a business which causes or may cause any significant
competition with the business of the Group and any other
conflicts of interest which any such person has or may have
with the Group.
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SHARE OPTION SCHEME

Pursuant to the written resolutions of shareholders of the
Company passed on 19 October 2011, the Company adopted
the Share Option Scheme subject to the terms and conditions
therein. The Share Option Scheme will remain in force for a
period of 10 years from the date of its adoption.

A. Summary of the Share Option Scheme

1.

©

Purpose

The purpose of the Share Option Scheme is to
recognise and acknowledge the contributions that the
Eligible Participants (as defined in paragraph 2 below)
have made or may make to the business development
of the Group.

Eligible Participants

The Board may at its discretion offer options to any
executive, non-executive or INED; any employee of the
Group and any customer, supplier, agent, business or
joint venture partner, consultant, distributor, promotor,
service provider, adviser or contractor of any member
of the Group. The above-mentioned persons are
collectively referred to as "Eligible Participants” and
each an “Eligible Participant”.

Maximum number of Shares

The total number of Shares which may be issued upon
exercise of all options to be granted under the Share
Option Scheme and any other schemes must not in
aggregate exceed 10% of the Shares in issue as at the
date of Listing of the Shares on the Stock Exchange on
23 November 2011, representing 32,000,000 Shares or
30% of the Shares of the Company in issue from time
to time.

Maximum entitlement of each participant

The total number of Shares issued and to be issued
upon exercise of the options granted to each Eligible
Participant (including exercised, cancelled and
outstanding options) in any 12-month period must not
exceed 1% of the Shares in issue at the date of grant
of the option.

China Vehicle Components Technology Holdings Limited
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5. Time of exercise of options and duration of Share
Option Scheme

(a)

(b)

Time of exercise of options

An option may be exercised in accordance with
the terms of the Share Option Scheme at any time
during the period to be notified by the Board to the
grantee save that such period shall not be more
than 10 years from the date of grant. There is no
minimum period for which an option must be held
before if can be exercised.

Unless the Board otherwise determined, a grantee
is not required to achieve any performance target
before any options granted can be exercised.

Duration of the Share Option Scheme
The duration of the Share Option Scheme shall be
10 years from the date of its adoption.

6. Subscription price and payment on grant

(a)

(b)

Subscription price

The Subscription price for the Shares under the
Share Option Scheme shall be the price determined
by the Board and notified to the Eligible Participant
which shall not be less than the higher of:

() the nominal value of a Share;

(i) the closing price of each Share as stated on
the Stock Exchange’s daily quotations sheet
on the date of offer of the option; and

(i) the average closing price of each Share for
the five consecutive trading days immediately
preceding the date of offer of the option as
stated in the Stock Exchange’s daily quotation
sheet.

Payment on grant

Eligible Participants are required to pay a
consideration of HK$1.0 for the acceptance of an
option granted to them.

5, THRBRENKERBRESENSG

4

(a)

TTREFE R A F ]

B PR T AR IR BB AR M S B O R
RE F g M AR A B BAfE 7 B8 iy
T8 - UL EFHR NS EBBIE LA
HBER+F - WEREARART
{ERBAHE A LB FF A RSB R o

BRIFBFSIZERT F TAEEA
78 PA T ] B8 N e ] 7T {5 AT S B
EIRIBERZ -

(b) BRI B

BRI MR AE RN A BE
REFT10%F o

6. RBERRHEBER

(a)

BHEE
BRETEETRONREBERE
FEEFTANGERSZEE B
TMEER TI=EFNREE :

() MRfEE :

(i) WNELBREERSRERHR
B AT E B RERMIIM YT
B &

(i) REXRLBREES B IEE
FER 5 B BB D B 2P
FRMERMAIIFHRHE -

(b) BHBF(T5

BERSEENRARTEIRER
AXNRE.0BTT °

FEEREHRENEERERAT
T —FFH



JITECLOTS $h EPOTL

EEEHLEE

7. Termination of the Share Option Scheme
By ordinary resolution in general meeting or the Board
may at any time terminate the Share Option Scheme.
Options granted prior to such termination but not yet
exercised at the time of termination shall continue to
be valid and exercisable in accordance with the Share
Option Scheme.

B. Options granted by the Company
As at date of this Report, no option has been granted or
agreed to be granted under the Share Option Scheme.

DIRECTORS' INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 31 December 2011, the interests and short positions
of the Directors and chief executive of the Company in the
Shares, underlying Shares and debentures of the Company or
any of its associated corporations (within the meaning of Part
XV of the SFO) 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
were as follows:

Long positions in Shares
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REROTHNER

Number of issued Shares
held and nature of interest

FREERTROBEREEZME
Corporate Approximate
Interests percentage of
(interests of issued share
a controlled capital
Name of Director/chief executive BE THRERKSR corporation)  of the Company
NEER(A—E HARQTF S BT
ZEH AT RER) BRAEZBABED
Xi Chunying (& &) & 122,528,000 38.29%
Zhao Zhijun (#HEE)? R E2 26,272,000 8.21%
Fu Pengxu ({32 8)2 (NE=J5 21,120,000 6.60%
Xie Qingxi (F/& =) #EE 11,520,000 3.60%
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Notes:

1. These Shares are held by Wealth Max Holdings Limited (“Wealth
Max"). Mr. Xi is the sole beneficial owner of Wealth Max and hence is
deemed to be interested in all the Shares held by Wealth Max under
the SFO.

2.  These Shares are held by Plenty Venture Holdings Limited (“Plenty
Venture”). Zhao Zhijun (f#87£E) owns 63.93% issued share capital of
Plenty Venture and hence is deemed to be interested in all the Shares
held by Plenty Venture under the SFO.

3. These Shares are held by Wingco Development Limited (“Wingco
Development”). Fu Pengxu (fF#/8) owns 45.46% issued share capital
of Wingco Development and hence is deemed to be interested in all
the Shares held by Wingco Development under the SFO.

4. These Shares are held by King Win Capital Limited (“King Win"). Xie
Qingxi (@& =) owns 50% issued share capital of King Win and hence
is deemed to be interested in all the Shares held by King Win under the
SFO.

Save as disclosed above, as at 31 December 2011, none of
the Directors or chief executive of the Company, had any
interests or short positions in the Shares, underlying Shares
and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) 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.

At no time during the 2011 Financial Year were the rights to
acquire benefits by means of the acquisition of Shares in the
Company granted to any Directors or their respective spouse or
minor children, or were any such rights exercised by them; or
was the Company, its holding company or any of its subsidiaries
a party to any arrangement to enable the Directors to acquire
such rights in any other body corporate.
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SUBSTANTIAL SHAREHOLDERS' AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

As at 31 December 2011, the following persons (other than
a Director or chief executive of the Company) had interests
or short positions in the Shares or underlying shares of the
Company as recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO:

Long positions in Shares

FERRRHEMALTRRG RAEBRS
MEER AR
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RABEETRABRINRERDRA R R R
o WAEREE S LB RPIFE3361RRER
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MBS P R B AR OR R -

REROHNER

Number of issued Shares
held and nature of interest
FEEERITROEE RERME

Approximate

Personal percentage of

Interests issued share

(beneficial capital

Name of shareholder BREREE owner) of the Company

BAER HAEAT S BT

(BREBAN) REZBABEDE

Wealth Max' Wealth Max’ 122,528,000 38.29%

Plenty Venture? BXR2 26,272,000 8.21%

Wingco Development3 g 21,120,000 6.60%
Notes: Hiat

1. Wealth Max is wholly beneficially owned by Mr. Xi.

2. Plenty Venture is owned by Zhao Zhijun (#875%) as to 63.93%, Liu
Baojun (Z{RE) as to 5.48%, Zhao Zeng (##1E) as to 4.57%, Wang
Wenbo (EXK) as to 4.57%, Chu Xinyao (##7#&) as to 4.57%, Liu
Yonghong (2I54T) as to 4.57%, Zhu Zihua (4k B2) as to 4.57%, Liu
Jinyong (84 7k) as to 4.11% and Yang Weixia (153 £) as to 3.65%.

3. Wingco Development is owned by Fu Pengxu (f#£/8) as to 45.46%.
Zhang Guangliang (58 &%) as to 27.27% and Dou Changlun (& K1) as
10 27.27%.

Save as disclosed above, so far as is known to any Director or
chief executive of the Company, as at 31 December 2011, no
other person had an interest or short position in the Shares or
underlying Shares of the Company that was required to be kept
pursuant to Section 336 of the SFO.
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USE OF PROCEEDS FROM THE INITIAL PUBLIC
OFFERING

The Company was listed on the Main Board of the Stock
Exchange on 23 November 2011. The aggregate net proceeds,
after deducting underwriting fees and expenses payable
in connection with the initial public offering, amounted to
approximately HK$78.1 million (please refer to the prospectus
issued by the Company on 11 November 2011 for details).
For the year ended 31 December 2011, exchange settlement
was still in progress, so the Company did not use any of the
proceeds from the initial public offering.

CONNECTED TRANSACTIONS

The related party transactions set out in note 31 to the financial
statements also constitute continuing connected transaction
under the Listing Rules.

During the 2011 Financial Year, the Group had no connected
transaction and continuing connected transactions not
exempted under the Listing Rules 14A.31 and 14A.33
respectively.

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief and exemption
available to the shareholders of the Company by reason of their
holdings of the Shares.

AUDIT COMMITTEE

An audit committee (the “Audit Committee"”) was established
by the Board on 19 October 2011 with written terms
of reference in compliance with the Code on Corporate
Governance Practices contained in Appendix 14 to the Listing
Rules. The primary duties of the audit committee are to review
and supervise the financial reporting process and internal
control procedures.

The Audit Committee comprises three INEDs, namely Mr. Chu
Kin Wang, Peleus, Mr. Li Zhigiang and Mr. Zhang Jinhua. Mr.
Chu Kin Wang, Peleus is the chairman of the Audit Committee.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors, as the
latest practicable date prior to the issue of this annual report,
the percentage of the Company’s shares which are in the hands
of the public exceeds 25% of the Company’s total number of
issued shares as required under the Listing Rules.
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REMUNERATION POLICY

For the year ended 31 December 2011, the Group had
1,464 employees (2010: 1,364 employees) with total
remuneration and welfare benefits expenses amounted to
approximately RMB45.6 million (2010: RMB46.3 million). The
Group’'s remuneration policy is primarily based on the job
responsibilities, work performance and number of years of
services of each employee and the current market conditions.
The Group also provided internal and external trainings and
courses to our employees to encourage self-improvement
and to enhance their technical skills. The determination of the
remuneration to the Directors will be based on their job duties
and responsibilities, experience and current market condition.

RETIREMENT SCHEME

The Group operates a Mandatory Provident Fund Scheme
("MPF Scheme”) under the Hong Kong Mandatory Provident
Fund Schemes Ordinance for employees employed under the
jurisdiction of the Hong Kong Employment Ordinance. The
MPF Scheme is a defined contribution retirement scheme
administered by independent trustees. Under the MPF
Scheme, each of the employer and employee are required to
make contributions of 5% of the employees’ relevant income
to the scheme, subject to a cap of monthly relevant income
of HK$20,000. Contributions made to the scheme are vested
immediately.

The employees of the subsidiaries in the People’s Republic of
China participate in the retirement schemes operated by the
local authorities. The subsidiaries are required to contribute a
certain percentage of their salaries to these schemes to pay the
benefits. The only obligation of the Group in respect to these
schemes is the required contributions under the schemes.

For the year ended 31 December 2011, the Group's total
contributions to the retirement schemes charged in the income
statement amounted to approximately RMB7.2 million (2010:
approximately RMB4.4 million). Details of the Group’s pension
scheme and the basis of calculation are set out in note 11 to
the financial statements.

CORPORATE GOVERNANCE

Principal corporate governance practices adopted by the
Company are set out in the Corporate Governance Report from
pages 42 to 52 of this annual report.

China Vehicle Components Technology Holdings Limited
Annual Report 2011

@

N BUR
HE-Z——&F+-A=1+—HILFE £A&£H
B1464%EE(ZE—FF : 1,364%8)  Fk
BRARY A AREILEETL(ZTE—TF ¢
ARK46IBET) - AEBFHBOREERES
BIZBE  ITFEBEREFHUARIRITTR
BE - AEENAIESIREANBRINBEEI KR
2 UEBARSCERIRESHERIN - &5
TR RERSE B EBE £BREETIR
EBE -

EBIRETE
AEERBEESRHIERBSITEEAAZTES
EEEHEENAIAEENTEERER T —THA
SRS B ([RESTE]) - 8HESTEA
—IEmRBYZEATENTEREHRIEARTE - B
BuEeits  EXREEESAAREERN
B ARBS% MEFEIER - &R AT AREEKA
20,000/ 7T ° FT &I FRENFERE -

RPEARKNBENHNBAREEH2EBEH
BERRIAERNRFTE - MEBARARERFHF SR
BB DA% EFBHTANEH - AEEEH
ZERT B ME— B ERRIEA BIEH PR HK -

HE-T——F+-A=1+—HIFE A&H
HRATEINBREROARBI2EEL(ZZ2—
TF: PARELIAEETT) BIRES RPN - B
RS EA RS 8 R EEEHNU B HREK
BaE11 ©

BRER
ARAFRANEERREBERBIINAFR
BARE2ELEERRET



COMPLIANCE ADVISER’S INTEREST

Pursuant to the compliance adviser agreement dated 14
November 2011 entered into between the Company and First
Shanghai Capital Limited (“First Shanghai”), First Shanghai has
been appointed as the compliance adviser as required under the
Listing Rules for the period from the Listing Date to the date
on which the Company complies with Rule 13.46 of the Listing
Rules in respect of the Company’s financial results for the year
ending 31 December 2012. First Shanghai has received a fee
for acting as the Company’s compliance adviser during the
period.

As notified by First Shanghai, save as disclosed above, neither
First Shanghai nor its respective directors, employees or
associates (as defined in the Listing Rules) had any interest
in the shares of the Company, or had any options or rights
to subscribe for or to nominate persons to subscribe for the
shares of the Company as at 31 December 2011.

AUDITORS

The financial statements for the 2011 Financial Year have been
audited by Deloitte Touche Tohmatsu. A resolution to re-appoint
Deloitte Touche Tohmatsu as auditor of the Company will be
proposed for approval by shareholders of the Company at the
forthcoming AGM of the Company.

On behalf of the Board
Xi Chunying
CHAIRMAN

23 March 2012
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The Board recognises the importance of maintaining high
standard of corporate governance practices so as to ensure
that the business activities and decision making processes are
properly regulated.

CORPORATE GOVERNANCE PRACTICES

The Company has complied with the code provisions and
certain recommended best practices (“Recommended Best
Practices”) set out in the Code on Corporate Governance
Practices contained in Appendix 14 to the Listing Rules where
suitable to the Company so as to enhance the corporate
governance standard of the Company throughout the 2011
Financial Year.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code set out in Appendix
10 to the Listing Rules as its own code of conduct regarding
securities transactions by the Directors. Having made specific
enquiries of all Directors, all Directors have confirmed that they
had complied with the Model Code for the 2011 Financial Year.

THE BOARD

The overall management of the business of the Group is vested
to the Board. The Board is responsible for the formulation of
strategic, management and financial objectives of the Group
and ensuring that the interest of shareholders including those
minority shareholders are protected. Daily operations and
administration of the Group are delegated to the executive
Directors and the management.

The Board Composition

The Board currently has 9 members consisting of 3 executive
Directors and 6 non-executive Directors, of which 3 are INEDs
and its composition is as follows:

Executive Directors

Mr. ZHAO Zhijun (Chief Executive Officer)
Mr. WANG Wenbo

Ms. YANG Weixia

Non-executive Directors
Mr. XI Chunying (Chairman)
Mr. XIE Qingxi

Mr. FU Pengxu

Independent Non-executive Directors
Mr. CHU Kin Wang, Peleus

Mr. LI Zhigiang

Mr. ZHANG Jinhua

@
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Profiles of the Directors are set out on pages 21 to 28 of this
annual report and is updated on the website of the Company.

The composition of the Board is well balanced with Directors
having sales and marketing experience and technical knowledge
in vehicle parts and components business, administration and
management experience in the PRC factories, financial and
accounting skill is appropriate for effective decision making,
taking into account the nature and scope of the business
operations and development of the Group. The Board considers
that each of the Non-executive Directors and INEDs brings his
own relevant expertise to the Board.

The Board Meeting
The Board meets at least two times per year and additional
meetings are convened when deemed necessary by Board.

The schedule of regular meetings for the whole year has been
informed to each Director. Notices of Board meeting will be
served to all the Directors at least 14 days before the meeting.
Notices and agenda of the Board meeting are prepared by
the Company Secretary as delegated by the Chairman. All
the Directors are given the opportunity to include any matters
which they believe to be appropriate in the agenda of the Board
meetings.

Agenda and relevant information of Board meeting with
adequate background information and supporting analysis
are made available to the Directors at least 3 days before
the intended date of the Board meeting. All the Directors are
given separate and independent access to the Company’s
senior management for further information and enquiries.
The Company Secretary and senior management attends all
the meetings of the Board and Board committees to advise
on corporate governance, statutory compliance and financial
matters.
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Any material matters that would have conflict of interest
between the directors/substantial shareholders and the
Company will be dealt with in the Board meeting. Pursuant to
the Articles, a Director is not entitled to vote on (nor is counted
in the quorum) any resolution of the Board in respect of any
contract or arrangement or any other proposal whatsoever in
which he or any of his associates (including any person who
would be deemed to be an "associate” of the Directors under
the Listing Rules) has any material interest, except in certain
special circumstances. The chairman of the Board meeting
is required to ensure that each Director is aware of such
requirement at the commencement of each Board meeting and
declaration of interest is properly made in the Board meeting
where conflicts of interest arise.

Directors have access to the advices and services of the
Company Secretary and key officers of the Company in
relation to the board procedures. Draft minutes of Board/
Board committee meetings recorded in sufficient details the
matters considered by the participants of such meetings
and decisions reached are forwarded to the participants for
comments within a reasonable time after the meetings and
final versions of minutes of Board meetings and meetings of
Board committee are kept by the Company Secretary, which
are open for inspection by any Directors at any reasonable time
on reasonable notice.

Board members are provided with complete, adequate and
timely information to allow the Directors to fulfill their duties
properly. Directors may seek independent professional advice
at the Company’s expense, if necessary, with the approval of
the Board.

As permitted under the Articles, the Company has arranged
Directors and Officers Liability Insurance in respect of any legal
actions which may be taken against Directors and management
in execution and discharge of their duties or in relation thereto.
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ATTENDANCE RECORD AT MEETINGS

The attendance record of the Directors at the meetings of the
Board, the Audit Committee, Remuneration Committee and
Nomination Committee during the 2011 Financial Year are set
out in the following table:

RN HERLRE

TREINR - Z——FUBREEHMEEHEE
=2 BRZEY FHZESLREZESE
AEH)HFRCER

Meetings attended/Meetings held

HESEIE EBXH
Audit Remuneration Nomination
Board Committee Committee Committee
Exg BEREES FMWEESE REZES
Executive Directors HITEE
Mr. ZHAO Zhijun HEELE
(Chief Executive Officer) (7TE#EZ) 2/2 N/ATE N/A 32 A N/A 35 A
Mr. WANG Wenbo TIOREE 2/2 N/ATEF N/AT & A N/ATE A
Ms. YANG Weixia BEERL 2/2 N/ATE F N/ATE N/ATNE A
Non-executive Directors FHHITEE
Mr. XI Chunying (Chairman) BEDEE(FE) 2/2 N/A7N i A N/ATNE A N/AAN i A
Mr. XIE Qingxi HEEEE 2/2 N/ATE N/A 32 A N/AT i A
Mr. FU Pengxu HEMBEE 2/2 N/ATEF N/ATE A N/AT 2 A
Independent BUHHTESE
Non-executive Directors
Mr. CHU Kin Wang, Peleus KEERTE 2/2 N/AE N/A 3 A N/A 3 A
Mr. LI Zhigiang TEBWEE 2/2 N/ATE N/A 3 A N/A 3 A
Mr. ZHANG Jinhua SRS A 2/2 N/ATEF N/ATE A N/ATNE R
CHAIRMAN AND CHIEF EXECUTIVE OFFICER FERTHRAER

To ensure a balance of power and authority, the roles of the
Chairman and the Chief Executive Officer are segregated
and not exercised by the same individual. The Chairman is
responsible for the leadership and effective running of the
Board and ensuring that all material issues are discussed by the
Board in a timely and constructive manner. The Chief Executive
Officer is responsible for the management of the day-to-day
operations of the Group's business and the implementation of
the approved strategies of the Group. The Board is headed by
the Chairman, Mr. Xi Chunying. The Chief Executive Officer is
Mr. Zhao Zhijun.

With the support of the Company Secretary, the Chairman
ensures all the Directors are properly briefed on issues
arising at the Board meetings and be provided with adequate
information in a timely manner.
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INEDS

The Board at all times met the requirements of the Listing
Rules relating to the appointment of at least 3 INEDs with
at least one INED possessing appropriate professional
qualifications, or accounting or related financial management
expertise throughout the 2011 Financial Year.

The Company has received an annual written confirmation from
each of the INEDs of their independence pursuant to Rule 3.13
of the Listing Rules and considers them to be independent
of the management and free of any relationship that could
materially interfere with the exercise of their independent
judgment.

MANAGEMENT FUNCTION

The Articles set out matters which are specifically reserved to
the Board for its decision. Executive Directors normally meet
on an informal basis and participate in senior management
meetings on a regular basis to keep abreast of the latest
operations and performance of the Group and to monitor and
ensure the management carry out the directions and strategies
set by the Board correctly and appropriately.

RESPONSIBILITIES OF DIRECTORS

The Company and the Board require each Director to keep
abreast of his responsibilities as a Director of the Company and
of the business and operating activities and development of the
Company. Every Director is required to devote sufficient time
and involvement in the affairs of the Board and the material
matters of the Company and to serve the Board with such
degree of care and due diligence given his own expertise,
qualification and professionalism.

A comprehensive Compliance Manual has been provided to
each Director and has been updated. All Directors have been
updated and briefed the relevant changes in legal and regulatory
matters to ensure that they have a proper understanding of the
operations and the business of the Company and that they are
fully aware of their responsibilities under the applicable laws
and regulations.

Each executive Director is responsible for the management of
the different functions of the business of the Group. The non-
executive Directors attended the Board meetings and advised
their opinion on the business strategy of the Company and
reviewed the financial and operation performance of the Group.
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The INEDs serve the relevant function of bringing independent
judgment on the issues of strategic direction, development,
performance and risk management of the Group. The INEDs
are all or a majority of members of the Audit Committee, the
Remuneration Committee and the Nomination Committee.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

The Board is empowered under the Articles to appoint any
person as a Director to fill a casual vacancy on or as an
additional member of the Board. Suitable candidates who are
experienced and competent and able to fulfill the fiduciary
duties and duties of skill, care and diligence would be
recommended to the Board.

Each of the executive Directors was appointed for an initial
term of three years and each service agreement will continue
thereafter until terminated by either party by giving to the other
party not less than three months’ prior notice in writing.

Each of the non-executive Directors and independent non-
executive Directors was appointed for a specific term of three
years. All Directors are subject to retirement by rotation and are
eligible for re-election pursuant to the Articles.

Pursuant to the Articles, any Director appointed by the Board
either to fill a casual vacancy or as addition to the Board shall
retire and be eligible for re-appointment at the next following
general meeting after appointment. At every AGM, one-third
of the Directors, including the Chairman, shall be subject to
retirement by rotation and re-election by shareholders. The
Directors appointed by the Board who are subject to retirement
and re-election as mentioned above shall be taken into account
in calculating the total number of Directors for the time being
but shall not be taken into account in calculating the number of
Directors who are to retire by rotation. All Directors eligible for
re-election shall have their biographical details made available
to the shareholders to enable them to make an informed
decision on their re-election. Any appointment, resignation,
removal or re-designation of Director shall be timely disclosed
to the shareholders by announcement and shall include in
such announcement, the reasons given by the Director for his
resignation.
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BOARD COMMITTEES

The Board has established 3 main Board Committees, namely,
the Audit Committee, the Remuneration Committee and the
Nomination Committee, each chaired by different Director,
to assist the Board for overseeing particular aspects of
the Company's affairs. The terms of reference setting out
the principles, procedures and arrangements of the Audit
Committee, the Remuneration Committee and the Nomination
Committee are available on the website of the Company.
Board Committees report to the Board of their decisions and
recommendations at the Board meetings.

The Board Committees are provided with sufficient resources
to discharge their duties and, upon reasonable request, are
able to seek independent professional advice in appropriate
circumstances, at the Company’s expenses.

Audit Committee

The Audit Committee was established on 19 October 2011
with written terms of reference in compliance with the Code
on Corporate Governance Practices. The members of the Audit
Committee are Mr. Chu Kin Wang, Peleus, Mr. Li Zhigiang and
Mr. Zhang Jinhua. Mr. Chu Kin Wang, Peleus, a fellow member
of the Hong Kong Institute of Certified Public Accountants, is
the chairman of the Audit Committee.

The primary duties of the Audit Committee are reviewing,
overseeing and supervision of the effectiveness of the Group's
financial reporting process, internal control systems and risk
management. The terms of reference of the Audit Committee
have been reviewed by the Board with reference to the Code
on Corporate Governance Practices.

Since the Audit Committee was only established on 19 October
2011, the Audit Committee did not hold any meeting during the
year under review. From 2012 onwards, the Audit Committee
will hold meetings at least twice a year.
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The Audit Committee recommended to the Board on the re-
appointment of Deloitte Touche Tohmatsu as the Company’s
external auditor for the ensuing year and the related resolution
shall be put forth in the coming AGM.

The Audit Committee has reviewed the scope and results of
the audit and its cost effectiveness and the independence and
objectivity of the Company's auditor.

For the year ended 31 December 2011, apart from the
provisions of annual audit services, the Group’'s external
auditors, Deloitte Touche Tohmatsu, were also the reporting
accountants of the Company in relation to the Listing. For the
year ended 31 December 2011, the total fee paid/payable in
respect of audit and reporting accountants in relation to the
Listing set out below:
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2011

S
HK$°000
FH

Annual audit services
Reporting accountants in relation to the Listing

FEEZIR
st ET AR RIS ETAD

1,980
4,116

There was no non-audit services provided by the Group's
external auditors, Deloitte Touche Tohmatsu.

The Audit Committee has reviewed with the management
in conjunction with the auditor, the audited annual financial
statements of the Group for the 2011 Financial Year and the
accounting principles and practices adopted by the Group. The
Annual Report for the 2011 Financial Year has been reviewed
by the Audit Committee.

Nomination Committee

The Nomination Committee was established on 19 October
2011 with written terms of reference in compliance with the
Recommended Best Practice. The members of the Nomination
Committee are Mr. Xi Chunying, Mr. Chu Kin Wang, Peleus
and Mr. Zhang Jinhua. Mr. Xi Chunying is the chairman of the
Nomination Committee.
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The primary duties of the Nomination Committee are to make
recommendations to the Board on the appointment of Directors
and the management of the Board succession.

During the period from 23 November 2011, the date of the
Company's listing, to 31 December 2011, there was no
meeting held by the Nomination Committee. The Nomination
Committee considers that it is not necessary to review the
composition of the Board during the first year of listing. From
2012 onwards, the Nomination Committee will hold meetings
of least once a year.

Remuneration Committee

The Remuneration Committee was established on 19 October
2011 with written terms of reference in compliance with the
Code on Corporate Governance Practices. The members of
the Remuneration Committee are Mr. Zhao Zhijun, Mr. Chu
Kin Wang, Peleus and Mr. Zhang Jinhua. Mr. Zhang Jinhua is
currently the chairman of the Remuneration Committee.

The primary duties of the Remuneration Committee are to
review and determine the terms of remuneration packages,
bonuses and other compensation payable to Directors
and senior management of the Group with reference to
the nature of their work, complexity of the responsibilities
and performance. No director is allowed to take part in any
discussion about his own remuneration.

The Remuneration Committee did not hold committee
meeting for the year ended 31 December 2011 because the
Company only listed on 23 November 2011. The Remuneration
Committee considers that it is not necessary to review the
remuneration policy to the Board and members of senior
management in the first year after listing. From 2012 onwards,
the Remuneration Committee will hold meetings at least once
ayear.

Particulars of the Directors’ remuneration disclosed pursuant
to Section 161 of the Hong Kong Companies Ordinance and
Appendix 16 of the Listing Rules are set out in note 13 to the
financial statements. The Directors’ fee shall be subject to
shareholders’ approval at general meetings. Other emoluments
shall from time to time be determined by the Board with
reference to the Directors’ duties and responsibilities and
subject to a review by the Remuneration Committee.
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ACCOUNTANCY AND AUDIT

Financial Reporting

The Board acknowledges its responsibility for preparing
the Company’s financial statements for 2011 Financial Year
which give a true and fair view of the financial position of the
Group and in accordance with the statutory requirements
and applicable accounting standards. The Company’s annual
report is prepared and published in accordance with statutory
requirements and Hong Kong Financial Reporting Standards in
a timely manner required under the Listing Rules. Directors are
provided with adequate information to enable them to make
an informed assessment of financial and other information on
matters for their approval.

The statement by the auditor of the Company regarding their
reporting responsibility to the shareholders on the financial
statements of the Group is set out in the Independent Auditor’s
Report on pages 53 to 54 of this annual report.

Internal Controls

The Group has in place the sound and effective internal controls
to safeguard the shareholders’ investment and the assets of
the Group. The Company has from time to time reviewed the
effectiveness of the internal control systems in order to ensure
that they meet with the dynamic and ever changing business
environment.

During the 2011 Financial Year, the Board has reviewed
the effectiveness of the Group’s internal control systems,
including financial, operational and compliance controls and
risk management functions, the adequacy of resources,
qualifications and experience of staff of the Company's
accounting and financial reporting function, and the training
programmes and budget through the Internal Audit Department
and the Audit Committee.
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COMMUNICATION WITH SHAREHOLDERS
Effective Communication

The Board recognizes the importance of continuing
communications with shareholders and strives to ensure
the timeliness, completeness and accuracy of information
disclosure to shareholders and to the protection in the interests
of shareholders. As a channel to further promote effective
communication, the Group maintains a website, allowing
shareholders to access updates on the Company’s particulars
where the Company’s announcements, financial information
and other information are posted.

The Board maintains an on-going dialogue with shareholders
through general meeting of the Company to communicate with
shareholders. The Chairman of the Board and the representative
of each committee have attended the general meeting to
answer any questions from shareholders. Separate resolutions
are proposed at general meetings on each substantially
separate issue. A shareholder is permitted to appoint any
number of proxies to attend and vote in his stead. The notice
of AGM was sent to all shareholders at least 20 clear business
days before the meeting and the notice of all other general
meetings to be sent at least 10 clear business days.

Voting by Poll

The Articles have set out the rights of shareholders and
procedures demanding and conducting a poll on resolutions
at general meeting, procedures for and shareholders’ right to
demand a poll have been specified in corporate communications
to shareholders and explained details of such rights at the
commencement of the general meeting of shareholders by
the Chairman. As required by the Listing Rules, all the general
meetings will be voted by way of poll. The results of the poll, if
any, are published on the websites of the Stock Exchange and
the Company.

China Vehicle Components Technology Holdings Limited
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TO THE MEMBERS OF CHINA VEHICLE COMPONENTS
TECHNOLOGY HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of
China Vehicle Components Technology Holdings Limited (the
“Company"”) and its subsidiaries (collectively referred to as
the “Group”) set out on pages 55 to 133, which comprise the
consolidated statement of financial position as at 31 December
2011, and the consolidated statement of comprehensive
income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended,
and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our
opinion solely to you, as a body, in accordance with our agreed
terms of engagement and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report. We conducted our audit
in accordance with Hong Kong Standards on Auditing issued by
the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free
from material misstatement.
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An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected
depend on the auditor’'s judgment, including the assessment
of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control
relevant to the entity’'s preparation of the consolidated financial
statements that give a true and fair view in order to design
audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of
the consolidated financial statements.

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

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Group as at 31
December 2011, and of the Group's profit and cash flows for
the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

23 March 2012

China Vehicle Components Technology Holdings Limited
Annual Report 2011

&

%@%&%ﬁﬁﬁu%ﬂﬁﬁﬁé%ﬁﬁ%%ﬁ
SRR BEERN ZBLERE - MEE ZREFIUR
RIZBED 2 #Ef - BREFERE AR RFFRER
ﬁéﬁﬁ@%%ﬁ%?&éﬁ%&ﬁﬂZﬂh°
ErHEZERRE  ZBMEERZERRRE
B RAFIS iR 6 M SRR AR AR R
NREHEE 2 EZEF  BYF/HZERBZA
MRERMERRER - ERNBREFEEZTMK
RzestBRzABUERAERZ @A 24
B ARHESRSUEHRR 2 BRIIFHIR -

ERRBEMERZER BRI RNBEE
E%%Z%ﬁ%ﬁﬁmgm

B EVBRRCRETEMBREE
AR BEER T ——F+—
+—EZ$%%RM&@i%E¢¢F2m
Reng YCRREBATMGIZHER
EXRMREL

EE - BERA ST
HES D
e

—“F=HA-+=H



[

SONSONUALET STATEM ENT0 GO M PrENENSIVERNTCONE

N

For the year ended 31 December 2011
BE—F——F+ - A=+—HIFFE

2011 2010
—E2——F T -TF
Notes RMB’000 RMB’000
Hiat ARET T AREETF T
Revenue s 8 556,868 543,716
Cost of sales S E BN (424,999) (405,768)
Gross profit E7 131,869 137,948
Other income, other gains and losses  E AU A ~ Efth s & E5E 9 53,212 4,224
Selling and distribution expenses HERSHEEY (35,400) (34,842)
Research and development expenditure  fiff2% % (17,743) (16,299)
Administrative expenses THEX (32,817) (29,309)
Listing expenses WX (14,908) (2,599)
Finance costs ES=Vp#N 10 (15,113) (14,921)
Profit before tax R B BT s ) 11 69,100 44,202
Taxation BiiE 12 (12,207) (6,666)
Profit and total comprehensive ViN/NET 7 2 =N )
income for the year attributable FERmA R EHE
to owners of the Company WA 4a%a 56,893 37,536
Earnings per share — Basic (RMB) FRREEF —EHAR(ARKIT) 15 0.23 0.16
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At 31 December 2011
R-F——F+=A=+—H

2011 2010
—EB——F —E-TF
Notes RMB’000 RMB’'000
HigE ARET T ARBT T
NON-CURRENT ASSETS FREEE
Property, plant and equipment ME - R NERE 16 194,525 150,821
Prepaid lease payments ENEE 17 100,845 40,600
Deposits paid for acquisition of B8 A 3 {5 P R
land use rights BfiEE 46,211 70,193
Deposits for acquisition of property, BEME  BEX
plant and equipment B ien 73,573 22,213
Intangible assets ERAE 18 1,310 1,759
Goodwill HE 19 29,655 29,655
Deferred tax assets BRIEFRIBE B 20 2,907 3,470
449,026 318,711
CURRENT ASSETS REBEE
Inventories =8 21 56,182 75,850
Trade and other receivables B 5 N HE i fEL B 22 232,580 228,094
Prepaid lease payments FENEE 17 2,153 884
Amounts due from shareholders JE L A% B R 31(a) - 330
Restricted bank balances SRR HIIRTTAERR 23 41,985 64,000
Bank balances and cash IRITHERIRS 23 122,621 42,033
455,521 411,191
TOTAL ASSETS EEHAE 904,547 729,902
CURRENT LIABILITIES REEE
Trade and other payables B 5 NME bR FRIE 24 255,541 280,931
Advance from customers RKEREZE8 1,185 3,475
Amounts due to shareholders FERT ISR X IE 31(a) - 70,068
Borrowings — due within one year Bk ——FE R 2 HA 25 181,000 223,300
Income tax payable FEETSEE 16,001 9,760
Deferred income PEIELA 26 1,556 -
Other financial liability HibemaE 32 - 19,701
Provisions Bt 33 7,628 7,684
462,911 614,919
NON-CURRENT LIABILITIES kREBEE
Borrowings — due after one year &3k —— 15 3 HA 25 156,210 40,000
Other payables E e kI8 24 2,048 2,884
Deferred income IEEWA 26 9,054 5,844
167,312 48,728
TOTAL LIABILITIES wWaE 630,223 663,647

@ China Vehicle Components Technology Holdings Limited

Annual Report 2011



2011 2010

—E——F T -TF
Notes RMB’000 RMB'000
Kiat AR¥T T ARET T
NET CURRENT LIABILITIES RBBERE (7,390) (203,728)
TOTAL ASSETS LESS CURRENT BEABRAE
LIABILITIES aE 441,636 114,983
OWNERS' EQUITY BEAER
Share capital R A 27 26,217 330
Reserves EE 248,107 65,925
TOTAL OWNERS' EQUITY BB AERER 274,324 66,255
TOTAL LIABILITIES AND OWNERS' EREREEAER
EQUITY a5t 904,547 729,902

The financial statements on pages 55 to 133 were approved $55%133B VM EHERKLEETEN _T——4F
and authorised for issue by the Board of Directors on 23 March = A=+ =H#t/&EREH#E - YR TATRES

2012 and are signed on its behalf by: =g
Zhao Zhijun Yang Weixia
CEO and Executive Director Executive Director
TTHABE T ITEE HITEE
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For the year ended 31 December 2011
BE —T——F - A=+—HIFE

Share
capital/ Reserves Total
paid-in il owners’
capital Share Capital Surplus  Retained equity
RA&,/  premium reserves reserves earnings BEA

aRRx  ROEE  RARE  BSEE  RERN  BEaR
RMB'000  RMB'000  RMB'000 ~ RMB'000  RMB'000  RMB'000

ARBTRE  ARBTR ARETRT ARETR AREBTT ARET:R

(note )

(hrstr)
At 1 January 2010 RZZ-25-A—H 81,924 - (5,384) 7,169 34771 118,480
Profit and total comprehensive ERRHREARA

income for the year &5 = = = - 37,536 37,536
Appropriations B = - - 5,210 (5,210) -
Deemed distribution arising from REEBSANRED K

Group Reorganisation (ERRME2)

(as defined in Note 2) (note b) (Hi#b) - - (70,068) - - (70,068)
Group Reorganisation (note c) E@BA M Hc) (81,594) - 81,924 = = 330
Deemed capital contribution (note a) ~ BT E(Hita) - - 26,552 - - 26,552
Group Reorganisation (note d) SEEE(Ha) - - 9,875 - - 9,875
Dividends recognised as distribution  HZ7REIR S

(Note 14) (Hiit14) = = = - (56,450) (56,450)
At 31 December 2010 and RZZ-ZE+-A=+—HRK

1 January 2011 “T—%-f-H 330 - 42,899 12,379 10,647 66,255
Profit and total comprehensive income  FREFI R 2 ERALE

for the year - - - - 56,893 56,893
Group Reorganisation (note e) EEEA(He) (326) 70,380 18 = = 70,072
Issue of new share (Note 27) BTHRM227) 6,554 85,207 = = = 91,761
Transaction cost attributable to BIRABEERZRA

issue of shares = (10,657) = = = (10,657)
Capitalisation issue (Note 27) BB (H227) 19,659 (19,659) - - - -
Appropriations Bt - - - 7013 (7,013) -
As at 31 December 2011 R_E——%+-A=1—-H 26,217 125,271 42,917 19,392 60,527 274,324

China Vehicle Components Technology Holdings Limited
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Notes:

(a)

(e)

Pursuant to the approval notices issued by Xichuan local government
in December 2009, Nanyang Xijian Automotive Shock Absorber
Company Limited (“Nanyang Xijian"”) received cash compensation
amounting to approximately RMB26,552,000 in December 2010
as deemed capital contribution from a non-controlling interest
shareholder up to April 2009.

On 23 June 2010, Guang Da (China) Automotive Components
Holdings Limited (“Guang Da Automotive”) acquired 100% interest
in Nanyang Xijian from the Founders (as defined in Note 2) for a
consideration of HK$80 million (equivalent to approximately RMB70.1
million) and the balance included in amounts due to shareholders (Note
31(a)). The amount payable by Guang Da Automotive is debited to
capital reserve.

On 26 June 2010, Merit Leader Investment Limited (“Merit Leader”)
became the holding company of Guang Da Automotive. The paid-in
capital of Nanyang Xijian was transferred to capital reserves upon the
Group Reorganisation.

On 16 August 2010, the Founders awarded shares, representing
3.95% equity interest in Merit Leader, to senior management of
Nanyang Xijian for no consideration and vested immediately. The
fair value of shares awarded at the grant date was credited to capital
reserve. Details of which are set out in Note 28. On the same date,
Merit Leader issued and allotted new shares, representing 13%
equity interest in Merit Leader, to four BVI companies controlled by
four individuals not connected to the Group nor the Founders. The
new shares were fully paid by four individuals at par value whereas a
purchase consideration amounting to approximately RMB32.5 million
was paid to the Founders for the share allotment.

The Company was incorporated on 27 April 2011 and became the
holding company of Merit Leader on 22 May 2011. The Company
acquired entire share capital of Merit Leader and the amounts
owed by Guang Da Automotive of HK$80 million (equivalent to
approximately RMB70.1 million as disclosed in (b) above) to the
Founders by way of the allotment and issue of an aggregate of 49,999
shares at par to the then shareholders of Merit Leader in proportion
to their then related shareholding in Merit Leader.

The aggregate amount of RMB70.1 million and the total equity
of Merit Leader as of 27 April 2011 in excess of the par value of
49,999 shares of the Company was recognised in share premium
accordingly.

The balance comprising statutory surplus reserve and discretionary
surplus reserve, which are non-distributable and the transfer to
these reserves is determined according to the relevant laws in the
mainland China (the “PRC") and by the board of directors of the
PRC subsidiaries in accordance with the Article of Associate of the
subsidiaries. Statutory surplus reserve can be used to make up for
previous years' losses or convert into additional capital of the PRC
subsidiaries of the Company.

Discretionary surplus reserve can be used to expand the existing
operations of the Company’s PRC subsidiaries.

(@)

(c)

(e)

(f)

Bt

BR[0T BRFR —EThEFE+ = A EOSER
A - BT ERIR S AR A R (TR R=
T—TF+ = AREH AR 26,552,000 T KR & 1
& BHE-ZTNAFHEAEBIERE BT RERS
FRESEE -

“E-EFRA-T=R AR(hBE) ERHTIHHE
AR AR ([FREMER ) ARESEZ BT
BERHOARE70.18ETT) MEIH AR E R
2E L - BHREERNBRRFAES @) - XK
BRI ER A A0 PR OB AT ABRAER o

—Z—ZF ;XA =478 ' Merit Leader Investment
Limited ([ Merit Leader J) B %t KN B8 = #0189 12 AR
DA EEMBEHNESERAENEBSHERERSE
AR A o

ZE-TFENATRA - Al AEERREEGNE SR
ERBE TN ({EMerit Leaderf%E#)3.95% ) 37 B
BB MR BH - FIRTRONDTET ARKEE
o FIBEFMIFE28 - REH * Merit Leader[MPI K
B 7N 22 (5] ok Al % A 7 42 8 528 Y 0 4 R A 45 ) A PO i B
BRE XS A RIBITREEIRD - 15Merit Leaderfk
HEH13% ° FRGHBANZEAREBERSEAR @ TE
HROEFMAPRASZINEERBELOARKENSEE

JT °©

ARABRR-ZZTE——FWNA - ++HBFMEY - IR =
T——4Fh A=+ =B AMerit LeaderfI#ZAZ A A] °
AAFIEEBMEMerit Leader/E R R R (IRIEHS &1
M Merit Leader K9 £ A% Lt ] ) IR EI(E BR 3 R 3817 & £
49,999%f5% 15 + YiEEMerit  Leaderf) 2 BPARA K K
HHT IR RIPEARKIESOE BB T (FHER £
MisE () T BRI ARE70.18ETT) °

ARBIOVBELREZ T ——FMA=-T+H
Merit Leader®) #8425 2 A8 H AR 549,999 % X7
BERFIER R R EATER

%R BT R 2K KA TE B AR R BB R
B HREREETOERBEHBEAE(HE])
MHEDERET AT HEARNEESREZEN
BARMAKERAANRE - AT BHHEBAIRER
A ERENER /AR ETENERRNFEIER

BB RBEET B IERAAA T BIHEA TR
BB -
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For the year ended 31 December 2011
BE —T——F - A=+—HIFE

2011 2010
—=E——fF —E—EF
RMB’000 RMB'000
AR¥T T ARETTT
OPERATING ACTIVITIES REER
Profit before tax R A g A 69,100 44,202
Adjustments for: BIEE AT AR :
Amortisation of intangible assets B EERE 449 577
Depreciation of property, M - WE R
plant and equipment BABITE 14,933 15,899
Deferred income released to profit or loss B IBR AR A (2,559) (1,710)
Gain from settlement of legal proceedings £ 2FHIE R YzE (5,467) -
Gain on disposal of property, HEDE  BEK
plant and equipment BER = (422) (130)
Interest income FLESA (1,059) (2,273)
Interest expense B 15,113 14,921
Provisions B - 2,900
Reversal of provision for obsolete and BRE R FIEFE
slow-moving inventories BE R (2,974) (2,578)
Reversal of impairment loss recognised TE BN IBRERH
in respect of trade receivables, net BIEEERD - FE (1,355) (171)
Release of prepaid lease payments BEBEAEE 1,943 892
Share-based compensation &7 7 LRt 2 B - 9,875
Operating cash flows before movements LBESHBAIRLE
in working capital BeR=E 87,702 82,404
Decrease (increase) in inventories FEIRA () 22,642 (17,331)
Increase in trade and other receivables B 5 K& E b pE Uk sk TE g hn (35,708) (31,894)
(Decrease) increase in trade and other B 5N H M ENRIE
payables Rk A>) 3N (7,962) 32,088
(Decrease) increase in advance from KEREERRZCRA)EH
customers (2,290) 1,900
Cash generated from operations R FTSIE & 64,384 67,167
Income tax paid B FEH (5,403) (2,868)
NET CASH FROM OPERATING ACTIVITIES K& EEFSHESHE 58,981 64,299
INVESTING ACTIVITIES REETE
Additions of property, plant and equipment REBEWE - WEN&E (35,618) (47,781)
Advance of loan receivables FEUTE AR - (60,388)
Grants received in relation to acquisition MUWEME « BMEMEREZ
of property, plant and equipment BlitES 7,325 1,840
Interest received BHFIE 1,059 2,273
Proceeds from disposal of property, HEWE - BE&K&E
plant and equipment FiiS s 1,488 660
Deposit paid for acquisition of property, MUY - B kB
plant and equipment BEffiEE (72,157) (22,213)
Payment for acquisition of land use rights U B £t (55 AR AR 2 (-1 3R (39,475) (60,193)
Payment of prepaid lease payments AEAES - (8)
Repayment of advance to a related party BE 2B - 3,191
Repayment of loan receivables EEEWER - 166,435
Placement of restricted bank deposits TR GBI TIER (100,966) (218,000)
Release of restricted bank deposits R SR BRI TR X 122,981 301,670
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2011 2010
—F-—F —E-Tf
RMB’000 RMB'000
ARMFR  ARETRE

NET CASH (USED IN) FROM INVESTING REEB(FR) S

ACTIVITIES HEEaE (115,363) 67,486
FINANCING ACTIVITIES mMEES
Repayment of advance from shareholders — RRER(EE K - (3,896)
Deemed capital contribution from a former  B{EXR B —ZRIIE

shareholder BEE - 26,552
Dividends paid to shareholders SRR ZEE - (70,000)
Interest paid BAFE (18,044) (15,945)
New borrowings raised FTIBER 352,210 229,000
Proceeds from issue of new shares BT P15 5RI8 91,761 =
Payments of transaction costs attributable to E77ET A EIL X 5

issue of new shares B AN 3R (10,657) =
Repayment of borrowings BEER (278,300) (292,570)
NET CASH FROM (USED IN) FINANCING BMEEERE(FTA)Z

ACTIVITIES REFE 136,970 (126,859)
NET INCREASE IN CASH AND CASH HERRESEEYIEM

EQUIVALENTS HER 80,588 4,926
CASH AND CASH EQUIVALENTS AT THE FNEERASZEEY

BEGINNING OF THE YEAR 42,033 37,107

CASH AND CASH EQUIVALENTS ATTHE &FXRBRERBESEEY
END OF THE YEAR 122,621 42,033

Cash and cash equivalents represented by  R& RIS ZEEY)
Bank balances and cash ANRITAER IR S 122,621 42,033
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GENERAL

The Company was incorporated as an exempted company
with limited liability in the Cayman Islands on 27 April
2011. Its immediate parent is Wealth Max Holdings
Limited (“Wealth Max") (incorporated in the British Virgin
Islands) and its ultimate controlling party is Mr. Xi Chun
Ying and other individuals who have agreed to act-in-
concert as detailed in Note 2. The registered office and
principal place of the Company is set out in page 3 of
the annual report. The shares of the Company has been
listed on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) with effect from 23
November 2011.

The Company is an investment holding company. The
principal activities of its subsidiaries are set out in Note
36.

The consolidated financial statements are presented in
Renminbi (“RMB"), the currency of the primary economic
environment in which the principal subsidiaries of the
Company operate.

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS

Nanyang Xijian, the holding company of Haikou Danjiang
and Ying Saite (both are defined in Note 36), was a sino-
foreign cooperative joint venture established in the PRC
on 23 June 2005. Mr. Xi Chun Ying and other individuals
who have agreed to act-in-concert (collectively referred
to as the “Founders”) acquired an aggregate of 87.5%
equity interest in Nanyang Xijian from two ex-shareholders
in November 2006. The Founders, through their wholly
owned entities, acquired the remaining 12.5% equity
interest in Nanyang Xijian from the non-controlling
shareholders in April 2009 through an open auction.

China Vehicle Components Technology Holdings Limited
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BASIS OF PREPARATION OF FINANCIAL
STATEMENTS (Cont'd)

In preparation for the listing of the shares of the Company
on the Stock Exchange, a reorganisation was taken place
(the “Group Reorganisation”) as follows:

The Founders incorporated Merit Leader and Guang
Da Automotive on 10 March 2010 and 14 June 2010
respectively. In June 2010, the Founders transferred their
entire interest in Guang Da Automotive to Merit Leader
and Guang Da Automotive acquired the entire equity
interest in Nanyang Xijian (the “First Transfer”). Merit
Leader then became the holding company of Guang Da
Automotive and Nanyang Xijian upon completion of the
First Transfer.

In August 2010, Merit Leader allotted 6,500 shares of
US$1 each, representing 13% of the enlarged issued
share capital of Merit Leader, to four entities controlled by
independent third parties at par.

The Company was incorporated on 27 April 2011 and
issued 1 share of HK$0.1 each at nil paid to Wealth Max.
The Company acquired the entire issued share capital of
Merit Leader and shareholders’ loans of HK$80 million
(equivalent to approximately RMB70.1 million) owed by
Guang Da Automotive on 22 May 2011 by allotment and
issue of 49,999 fully paid ordinary shares of the Company
to the then existing shareholders of Merit Leader in
proportion to their then existing shareholding in Merit
Leader (the “Second Transfer”).

Since the shareholders’ interest in Merit Leader is
the same before and after the Second Transfer, the
Group, comprising the Company, Merit Leader and its
subsidiaries, resulting from the Group Reorganisation is
regarded as a continuing entity. The consolidated financial
statements of the Group for the year ended 31 December
2010 and 2011 have been prepared as if the Company
had been the holding company of Merit Leader and its
subsidiaries throughout the year.

MBBREREE(E)

REBHERRBRNEB A LT - AARHE
TIMTEA(TEEER])

BIMAD BN ZE—ZEF=A+AR=F—
THEXA OB EMAIMerit Leader &3t
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Merit Leader + MY RE I RIIEERE
PR 2 BRI ([ ERERE]) - RTKE
IREEER1% - Merit LeaderBBI1EAK A REE
T R EGATRAIERR A A o

R-ZE—ZF )\ A » Merit LeaderiXE{& A
FR 8 7 88 = 75 PR I /01U 2R B B fic 356,500 4%
FREAE1ETHRD - (EMerit Leaderf&
EAREBITRAR13% °

ARARRZE——FMA =+ B
37 W AWealth MaxEE 21T — BT
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—+=H8 ' ARREBBIEMerit Leaderg s
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b 31 1) 187 55 i 2% J% B2 1749,999 % £ & I i
f&% - WEEMerit Leader®3PE BT K3
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EA DI
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs")

The Group has applied Hong Kong Accounting Standards
("HKASs"), Hong Kong Financial Reporting Standards
("HKFRSs"), amendments and interpretations issued by
the Hong Kong Institute of Certified Public Accountants
(the “"HKICPA") (hereinafter collectively referred to as
“new and revised HKFRSs"), which are effective for
accounting periods beginning on 1 January 2011, since
the year beginning on 1 January 2010.

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

HKFRS 7 (Amendments) ~ Disclosures - Transfers of Financial Assets!
Disclosures — Offsetting Financial Assets
and Financial Liabilities?
HKFRS 9 Financial Instruments?
HKFRS 9 and HKFRS 7 Mandatory Effective Date of HKFRS 9 and
(Amendments) Transition Disclosures?
HKFRS 10 Consolidated Financial Statements?
HKFRS 11 Joint Arrangements?
HKFRS 12 Disclosure of Interests in Other Entities?
HKFRS 13 Fair Value Measurement?

Presentation of ltems of
Other Comprehensive Incomes
Deferred Tax: Recovery of Underlying
Assets?
Employee Benefits?

HKAS 1 (Amendments)

HKAS 12 (Amendments)

HKAS 19 (Revised 2011)

HKAS 27 (Revised 2011)  Separate Financial Statements?

HKAS 28 (Revised 2011)  Investments in Associates and Joint
Ventures?

HKAS 32 (Amendments)  Offsetting Financial Assets and Financial
Liabilities®

HK(IFRIC)* - Int 20 Stripping Costs in the Production Phase of

a Surface Mine2
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Cont’d)

New and revised HKFRSs issued but not

effective (Cont’d)
1 Effective for annual periods beginning on or after 1 July 2011

2 Effective for annual periods beginning on or after 1 January
2013

3 Effective for annual periods beginning on or after 1 January
2015

4 Effective for annual periods beginning on or after 1 January
2012

5 Effective for annual periods beginning on or after 1 July 2012

6 Effective for annual periods beginning on or after 1 January
2014

z IFRIC represents the IFRS Interpretations Committee.

Amendments to HKFRS 7 Disclosures — Transfers
of Financial Assets

The amendments to HKFRS 7 increase the disclosure
requirements for transactions involving transfers of
financial assets. These amendments are intended to
provide greater transparency around risk exposures when
a financial asset is transferred but the transfer or retains
some level of continuing exposure in the asset. The
amendments also require disclosures where transfers of
financial assets are not evenly distributed throughout the
period.

The directors of the Company anticipate that the
application of the amendments to HKFRS 7 will affect the
Group's disclosures regarding transfers of financial assets
in the period in which the transfer occurs.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs"”) (Cont’d)

Amendments to HKAS 32 Offsetting Financial
Assets and Financial Liabilities and amendments
to HKFRS 7 Disclosures - Offsetting Financial
Assets and Financial Liabilities

The amendments to HKAS 32 clarify existing application
issues relating to the offsetting requirements. Specifically,
the amendments clarify the meaning of “currently has a
legally enforceable right of set-off” and “simultaneous
realisation and settlement”.

The amendments to HKFRS 7 require entities to
disclose information about rights of offset and related
arrangements (such as collateral posting requirements) for
financial instruments under an enforceable master netting
agreement or similar arrangement.

The amended offsetting disclosures are required for
annual periods beginning on or after 1 January 2013
and interim periods within those annual periods. The
disclosures should also be provided retrospectively for
all comparative periods. However, the amendments to
HKAS 32 are not effective until annual periods beginning
on or after 1 January 2014, with retrospective application
required. The directors of the Company anticipate that the
application of the amendments to HKAS 32 and HKFRS 7
will have no material impact on the Group's presentation
of financial assets and financial liabilities and disclosures
in the future.

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduces new requirements for
the classification and measurement of financial assets.
HKFRS 9 amended in 2010 includes the requirements for
the classification and measurement of financial liabilities
and for derecognition.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Cont’d)

HKFRS 9 Financial Instruments (Cont’d)

Key requirements of HKFRS 9 are described as follows:

° HKFRS 9 requires all recognised financial assets
that are within the scope of HKAS 39 Financial
Instruments: Recognition and Measurement to
be subsequently measured at amortised cost or
fair value. Specifically, debt investments that are
held within a business model whose objective is
to collect the contractual cash flows, and that have
contractual cash flows that are solely payments of
principal and interest on the principal outstanding
are generally measured at amortised cost at the end
of subsequent accounting periods. All other debt
investments and equity investments are measured
at their fair values at the end of subsequent
reporting periods. In addition, under HKFRS 9,
entities may make an irrevocable election to present
subsequent changes in the fair value of an equity
investment (that is not held for trading) in other
comprehensive income, with only dividend income
generally recognised in profit or loss.

° The most significant effect of HKFRS 9 regarding the
classification and measurement of financial liabilities
relates to the presentation of changes in the fair
value of a financial liability (designated as at fair
value through profit or loss) attributable to changes
in the credit risk of that liability. Specifically, under
HKFRS 9, for financial liabilities that are designated
as at fair value through profit or loss, the amount of
change in the fair value of the financial liability that
is attributable to changes in the credit risk of that
liability is presented in other comprehensive income,
unless the recognition of the effects of changes
in the liability’s credit risk in other comprehensive
income would create or enlarge an accounting
mismatch in profit or loss. Changes in fair value
attributable to a financial liability’s credit risk are not
subsequently reclassified to profit or loss. Currently,
under HKAS 39, the entire amount of the change in
the fair value of the financial liability designated as
at fair value through profit or loss was presented in
profit or loss.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Cont’d)

HKFRS 9 Financial Instruments (Cont’d)

Based on the Group's financial assets and financial
liabilities as at 31 December 2011, the directors of the
Company anticipate that the adoption of HKFRS 9 in
the future will have no material impact on the Group's
consolidated financial statements.

New and revised standards on consolidation,
joint arrangements, associates and disclosures
In June 2011, a package of five standards on
consolidation, joint arrangements, associates and
disclosures was issued, including HKFRS 10, HKFRS 11,
HKFRS 12, HKAS 27 (as revised in 2011) and HKAS 28 (as
revised in 2011).

HKFRS 12 is a disclosure standard and is applicable
to entities that have interests in subsidiaries, joint
arrangements, associates and/or unconsolidated
structured entities. In general, the disclosure requirements
in HKFRS 12 are more extensive than those in the current
standards.

These five standards are effective for annual periods
beginning on or after 1 January 2013. Earlier application
is permitted provided that all of these five standards are
applied early at the same time.

The directors of the Company anticipate that these five
standards will be adopted in the Group’s consolidated
financial statements for the annual period beginning 1
January 2013 and the application of these five standards
will have no significant impact on amounts reported in the
consolidated financial statements.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Cont’d)

HKFRS 13 “Fair value measurement”

HKFRS 13 establishes a single source of guidance for
fair value measurements and disclosures about fair
value measurements. This standard defines fair value,
establishes a framework for measuring fair value, and
requires disclosures about fair value measurements.
The scope of HKFRS 13 is broad; it applies to both
financial instrument items and non-financial instrument
items for which other HKFRSs require or permit fair
value measurements and disclosures about fair value
measurements, except in specified circumstances. In
general, the disclosure requirements in HKFRS 13 are
more extensive than those in the current standards. For
example, quantitative and qualitative disclosures based
on the three-level fair value hierarchy currently required
for financial instruments only under HKFRS 7 “Financial
instruments: Disclosures” will be extended by HKFRS 13
to cover all assets and liabilities within its scope.

HKFRS 13 is effective for annual periods beginning on or
after 1 January 2013, with earlier application permitted.

The directors of the Company anticipated that the
application of HKFRS 13 may have material impact
to the amounts reported in the consolidated financial
statements and result in more extensive disclosures in
the consolidated financial statements.

It is not practicable to provide a reasonable estimate of
the effect until a detailed review has been completed.
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SIGNIFICANT ACCOUNTING POLICIES

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

The consolidated financial statements have been prepared
on the historical cost basis. Historical cost is generally
based on the fair value of the consideration given in
exchange for goods.

The principal accounting policies are set out below:

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company (its subsidiaries). Control is
achieved where the Company has the power to govern
the financial and operating policies of an entity so as to
obtain benefits from its activities.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with those used by other members of
the Group.

All intra-group transactions, balances, income and
expenses are eliminated in full upon consolidation.

Goodwill

Goodwill arising on an acquisition of a business is carried
at cost less any accumulated impairment losses, if any,
and is presented separately in the consolidated statement
of financial position.

For the purposes of impairment testing, goodwill is
allocated to each of the cash-generating units (or groups
of cash-generating units) that is expected to benefit from
the synergies of the combination.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Goodwill (Cont’d)

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually, or more
frequently whenever there is indication that the unit
may be impaired. For goodwill arising on an acquisition
in a reporting period, the cash-generating unit to which
goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable
amount of the cash-generating unit is less than the
carrying amount of the unit, the impairment loss is
allocated first to reduce the carrying amount of any
goodwill allocated to the unit and then to the other assets
of the unit pro rata on the basis of the carrying amount of
each asset in the unit. Any impairment loss for goodwill
is recognised directly in profit or loss in the consolidated
statement of comprehensive income. An impairment loss
recognised for goodwill is not reversed in subsequent
periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the
determination of the amount of profit or loss on disposal.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods sold in the normal course of business.

Revenue from the sale of goods is recognised when the
goods are delivered and titles have passed, at which time
all the following conditions are satisfied:

o the Group has transferred to the buyer the
significant risks and rewards of ownership of the
goods;

° the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold;

o the amount of revenue can be measured reliably;

o it is probable that the economic benefits associated
with the transaction will flow to the Group; and

o the costs incurred or to be incurred in respect of the
transaction can be measured reliably.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Revenue recognition (Cont’d)

Service income is recognised when services are provided.

Interest income from a financial asset is recognised when
it is probable that the economic benefits will flow to
the Group and the amount of income can be measured
reliably.

Interest income from financial asset is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that
exactly discounts estimated future cash receipts through
the expected life of the financial asset to that asset’s net
carrying amount on initial recognition.

Leasing

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

The Group as lessee

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term. Benefits
received and receivable as an incentive to enter into an
operating lease are recognised as a reduction of rental
expense over the lease term on a straight-line basis.

The Group as lessor

Rental income from operating lease is recognised in
profit or loss on a straight-line basis over the term of the
relevant lease.

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in the respective functional currency (i.e. the
currency of the primary economic environment in which
the entity operates) at the rates of exchange prevailing at
the dates of the transactions. At the end of the reporting
period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at the end of the
reporting period. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not
retranslated.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Foreign currencies (Cont’d)

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

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added to
the cost of those assets until such time as the assets are
substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss
in the period in which they are incurred.

Government grants

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

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

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

Retirement benefit costs

Payments made to state-managed retirement benefit
scheme are recognised as expenses when employees
have rendered service entitling them to the contributions.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Taxation

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

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

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

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to control
the reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the
foreseeable future.

Deferred tax assets arising from deductible temporary
differences associated with such investments and
interests are only recognised to the extent that it is
probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable
future.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Taxation (Cont'd)

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

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

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

Property, plant and equipment

Property, plant and equipment including buildings held
for use in the production or supply of goods or services,
or for administrative purposes (other than construction
in progress) are stated in the consolidated statement of
financial position at cost less subsequent accumulated
depreciation and accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost
of items of property, plant and equipment (other than
construction in progress) over their estimated useful lives
and after taking into account of their estimated residual
value, using the straight-line method. The estimated
useful lives, residual values and depreciation method
are reviewed at the end of each reporting period, with
the effect of any changes in estimate accounted for on a
prospective basis.

Construction in progress includes property, plant and
equipment in the course of construction for production
or for its own use purposes are carried at cost, less any
recognised impairment loss. Construction in progress is
classified to the appropriate category of property, plant
and equipment when completed and ready for intended
use. Depreciation of these assets, on the same basis as
other property assets, commences when the assets are
ready for their intended use.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Property, plant and equipment (Cont’d)

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

Leasehold land and building

When a lease includes both land and building elements,
the Group assesses the classification of each element as
a finance or an operating lease separately based on the
assessment as to whether substantially all the risks and
rewards incidental to ownership of each element have
been transferred to the Group, unless it is clear that both
elements are operating leases in which case the entire
lease is classified as an operating lease. Specifically,
the minimum lease payments (including any lump-sum
upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values
of the leasehold interests in the land element and building
element of the lease at the inception of the lease.

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid lease
payments” in the consolidated statement of financial
position and is amortised over the lease term on a
straight-line basis.

Intangible assets

Intangible assets acquired separately

Intangible assets acquired separately and with finite useful
lives are carried at costs less accumulated amortisation
and any accumulated impairment losses.

Amortisation for intangible assets with finite useful lives is
provided on a straight-line basis over their estimated useful
lives. The estimated useful life and amortisation method
are reviewed at the end of each reporting period, with the
effect of any changes in estimate being accounted for
on a prospective basis. Intangible assets with indefinite
useful lives that are acquired separately are carried at cost
less any subsequent accumulated impairment losses (see
the accounting policy in respect of impairment losses on
tangible and intangible assets below).
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Intangible assets (Cont’d)

Intangible assets acquired separately (Cont’d)

Gains or losses arising from derecognition of an intangible
asset are measured at the difference between the net
disposal proceeds and the carrying amount of the asset
and are recognised in profit or loss in the period when the
asset is derecognised.

Intangible assets acquired in a business combination
Intangible assets acquired in a business combination
are recognised separately from goodwill and are initially
recognised at their fair value at the acquisition date (which
is regarded as their cost).

Subsequent to initial recognition, intangible assets with
finite useful lives are carried at costs less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives is
provided on a straight-line basis over their estimated useful
lives.

Impairment of tangible and intangible assets

At the end of the reporting period, the Group reviews
the carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those
assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset
is estimated in order to determine the extent of the
impairment loss, if any. When it is not possible to estimate
the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the cash-generating
unit to which the asset belongs. Where a reasonable and
consistent basis of allocation can be identified, corporate
assets are also allocated to individual cash-generating
units, or otherwise they are allocated to the smallest
group of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset for which the estimates
of future cash flows have not been adjusted.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Impairment of tangible and intangible assets (Cont’d)
If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-
generating unit) is reduced to its recoverable amount. An
impairment loss is recognised immediately in profit or
loss.

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

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

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

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

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

o the ability to use or sell the intangible asset;

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

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

o the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Research and development expenditure (Cont’d)
The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred
from the date when the intangible asset first meets the
recognition criteria listed above. Where no internally-
generated intangible asset can be recognised,
development expenditure is charged to profit or loss in
the period in which it is incurred. Subsequent to initial
recognition, internally-generated intangible asset is
measured at cost less accumulated amortisation and
accumulated impairment losses (if any), on the same
basis as intangible assets acquired separately.

Prepaid lease payments
Prepaid lease payments representing land use rights in
the PRC are stated at cost and amortised on a straight-line
basis over the lease terms. Prepaid lease payments which
are to be amortised in the next twelve months or less are
classified as current assets.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the weighted
average method. Net realisable value represents the
estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the
sale.

Provisions

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable
that the Group will be required to settle that obligation,
and a reliable estimate can be made of the amount of the
obligation. Provisions are measured at the best estimate
of the consideration required to settle the present
obligation at the end of the reporting period, taking into
account the risks and uncertainties surrounding the
obligation. Where a provision is measured using the
cash flows estimated to settle the present obligation, its
carrying amount is the present value of those cash flows
(where the effect is material).
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Share-based payment

For shares granted to senior management by the
shareholders (i.e. Founders), the fair value of the
employee services received is determined by reference
to the fair value of shares granted at the grant date
and recognised as an expense in full at the grant date
when the shares granted vest immediately, with a
corresponding amount recognised in capital reserve as
deemed contribution from owners.

Financial instruments

Financial assets and liabilities are recognised in the
consolidated statement of financial position when a group
entity becomes a party to the contractual provisions of the
instrument.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets
and liabilities (other than financial assets and liabilities of
fair value through profit or loss) are added to or deducted
from the fair value of financial assets or financial liabilities,
as appropriate, on initial recognition.

Financial assets

Financial assets are classified as loans and receivables.
The classification depends on the nature and purpose of
the financial assets and is determined at the time of initial
recognition.

Effective interest method

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

Interest income is recognised on an effective interest
basis for debt instruments.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

Financial instruments Cont'd)

Financial assets (Cont’d)

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Subsequent to initial recognition,
loans and receivables (including trade and other
receivables, amounts due from shareholders, restricted
bank balances and bank balances and cash) are measured
at amortised cost using the effective interest method,
less any identified impairment losses.

Impairment of financial assets

Financial assets are assessed for indicators of impairment
at the end of the reporting period. Financial assets are
considered to be impaired where there is objective
evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset,
the estimated future cash flows of the investment have
been affected.

Objective evidence of impairment could include:

° significant financial difficulty of the issuer or counter
party; or

o breach of contract, such as default or delinquency in
interest or principal payments; or

° it becoming probable that the borrower will enter
bankruptcy or financial reorganisation.

For certain categories of financial assets, such as trade
receivables, assets that are assessed not be impaired
individually are, in addition, assessed for impairment on
a collective basis. Objective evidence of impairment for
a portfolio of receivables could include the Group’s past
experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the
average credit period, observable changes in national or
local economic conditions that correlate with default on
receivables.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

Financial instruments Cont’d)

Financial assets (Cont’d)

Impairment of financial assets (Cont'd)

For financial assets carried at amortised cost, the amount
of the impairment loss recognised is the difference
between the assets’ carrying amount and the present
value of estimated future cash flows discounted at the
financial assets’ original effective interest rate.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with
the exception of trade receivables, where the carrying
amount is reduced through the use of an allowance
account. Changes in the carrying amount of the allowance
account are recognised in profit or loss. When a trade
receivable is considered uncollectible, it is written off
against the allowance account. Subsequent recoveries
of amounts previously written off are credited to profit or
loss.

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively
to an event occurring after the impairment loss was
recognised, the previously recognised impairment loss
is reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by the
group entities are classified as either financial liabilities
or as equity in accordance with the substance of the
contractual arrangements entered into and the definitions
of a financial liability and an equity instrument.

Equity instruments
An equity instrument is any contract that evidences a
residual interest in the assets of the group entities after
deducting all of its liabilities. Equity instruments issued by
the Group are recognised at the proceeds received, net of
direct issue costs.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Financial instruments (Cont’d)

Financial liabilities and equity instruments (Cont’d)
Effective interest method

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

Interest expense is recognised on an effective interest
basis.

The Group's financial liabilities, which include trade and
other payables, advance from customers, amounts due to
shareholders and borrowings are initially measured at fair
value and are subsequently measured at amortised cost
using the effective interest method.

Financial guarantee contracts

A financial guarantee contract is a contract that requires
the issuer to make specified payments to reimburse
the holder for a loss it incurs because a specified debtor
fails to make payment when due in accordance with the
original or modified terms of a debt instrument.

A financial guarantee contract issued by the Group and
not designated as at fair value through profit or loss is
recognised initially at its fair value less transaction costs
that are directly attributable to the issue of the financial
guarantee contract. Subsequent to initial recognition, the
Group measures the financial guarantee contract at the
higher of: (i) the amount of obligation under the contract,
as determined in accordance with HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets; and (ii)
the amount initially recognised less, when appropriate,
cumulative amortisation recognised in accordance with
the revenue recognition policy.
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4.

©

SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Financial instruments (Cont’d)

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially
all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group
continues to recognise the asset to the extent of its
continuing involvement and recognises an associated
liability. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the
Group continues to recognise the financial asset and also

recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and
the sum of the consideration received and receivable is
recognised in profit or loss.

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

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group's accounting policies,
which are described in Note 4, the directors of the
Company is required to make judgments, estimates and
assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources.
The estimates and associated assumptions are based on
historical experience and other factors that are considered
to be relevant. Actual results may differ from these
estimates.

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

Key sources of estimation uncertainty

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

(a)  Useful lives of property, plant and equipment

The Group’s management determines the estimated
useful lives, residual values and related depreciation
charges for its property, plant and equipment. This
estimate is based on the historical experience of the
actual useful lives of property, plant and equipment
of similar nature and functions. Management will
increase the depreciation charge where useful lives
are expected to be shorter than estimated, or it will
write-off or write-down obsolete or non-strategic
assets that have been abandoned or sold. Change
in these estimations may have a material impact on
the results of the Group. Details of the movement
of property, plant and equipment and the estimated
useful lives are set out in Note 16.

(b)  Estimated impairment of trade receivables

When there is objective evidence of impairment
loss, the Group takes into consideration the
estimation of future cash flows. The amount of
the impairment loss is measured as the difference
between the asset’s carrying amount and the
present value of estimated future cash flows
(excluding future credit losses that have not been
incurred) discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate
computed at initial recognition). Where the actual
future cash flows are less than expected, a material
impairment loss may arise. As at 31 December
2011, the carrying amount of trade receivable is
RMB180,990,000 (2010: RMB157,054,000). A
reversal of the allowance for doubtful debts of
approximately RMB2,836,000 (2010: RMB171,000)
was recognised for the year ended 31 December
2011. Impairment loss of RMB1,481,000 (2010: Nil)
in respect of trade receivables was recognised in
profit or loss during the year ended 31 December
2011. Details are disclosed in Note 22.
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CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Cont’d)

Key sources of estimation uncertainty (Cont’d)

5.

s

(c)

(d)

Impairment of inventories

The Group records inventories at the lower of cost
and net realisable value. Net realisation value is the
estimated selling price for inventories, less all the
estimated costs of completion and costs necessary
to make the sales.

Operational procedures have been in place to
monitor this risk, including regular review by the
management of the inventory ageing listing on
a periodical basis for those aged inventories.
This involves comparison of carrying value of
the aged inventory items with the respective
net realisable value. The purpose is to ascertain
whether allowance is required to be made for any
obsolete and slow-moving items. If the selling
price is lower than expected, additional allowance
would be recognised. As at 31 December 2011, the
carrying amount of inventories is RMB56,182,000
(2010: RMB75,850,000), respectively. A reversal
of provision for obsolete and slow-moving
inventories of approximately RMB2,974,000 (2010:
RMB2,578,000) was recognised for the year ended
31 December 2011.

Provision for warranty claims

Provision for warranty is made based on the
possible claims on the products by customers with
reference to the warranty coverage period and the
percentage of warranty expenses incurred over
total sales amounts historically. In case where
the actual claims are greater than expected, a
material increase in warranty expenses may arise,
which would be recognised in profit or loss for the
period in which such a claim takes place. At 31
December 2011, the carrying amount of provision
for warranty is approximately RMB7,628,000 (2010:
RMB4,784,000).
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CRITICAL ACCOUNTING JUDGMENTS

AND KEY SOURCES OF ESTIMATION

UNCERTAINTY (Cont’d)

Key sources of estimation uncertainty (Cont'd)

(e)  Impairment loss on goodwill
Determining whether goodwill is impaired requires
an estimation of the value in use of the cash-
generating unit (“CGU") to which goodwill has been
allocated. The value in use calculation requires the
Group to estimate the future cash flows expected to
arise and a suitable discount rate in order to calculate
present value. Where the actual future cash flows
are less than expected, further impairment loss
may arise. As at 31 December 2011, the carrying
amount of goodwill was RMB29,655,000 (2010:
RMB29,655,000) and no impairment loss was
recognised for the year ended 31 December 2010
and 2011. Details of the impairment testing on
goodwill are disclosed in Note 19.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to stakeholders through
optimisation of the debt and equity balance. The Group's
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of net debts
(which include borrowings), cash and cash equivalents
and equity attributable to owners of the Company,
comprising share capital, share premium, capital and
surplus reserves, and retained earnings.

The directors of the Company review the capital structure
on a periodical basis. As part of the review, the directors
of the Company consider the cost of capital and the
risks associated with each class of capital. Based on
recommendations of the directors of the Company, the
Group will balance its overall capital structure through the
payment of dividends, new share issues as well as the
issue of new debt or the redemption of existing debt.
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7. FINANCIAL INSTRUMENTS
(a)

7.
Categories of financial instruments

Financial instrument

£RTH

(a)

SRTEER

Carrying amount at
31 December
R+=A=+—BHREE

classification 2011 2010
SRITESE —E——fF —ZF
RMB’000 RMB'000
ARETT ARBT T
Financial assets
cREE
Trade and other receivables* Loans and receivables 229,635 224,936
B 5 N H M FEUGRIE* Bk EYRIA
Amounts due from shareholders Loans and receivables - 330
FEU AR 3R 3R IH Bk EYRIA
Restricted bank balances Loans and receivables 41,985 64,000
R HIRITAERR BRI ENRIE
Bank balances and cash Loans and receivables 122,62 42,033
RITEBRER S Bk EWRIA
394,241 331,299
Financial liabilities
K- N=N
Trade and other payables** At amortised cost 235,673 263,524
B 5 K E MR FRIE* TRESHA AR
Amounts due to shareholders At amortised cost - 70,068
FEAT AR R IR TRESHA AR
Borrowings — due within one year At amortised cost 181,000 223,300
BR——FREIH TRESHA AR
Borrowings — due after one year At amortised cost 156,210 40,000
fER——FEEIH TRESHA AR
Other financial liability (note) - 19,701
HiemBaE (H17z)
572,88 616,593

Note: The other financial liability represents financial guarantee

* %

contracts, was measured at the higher of (a) the
amount determined in accordance with HKAS 37 which
represented probable amount of economic outflows
reliably estimated by the management arose from the
financial guarantee contracts provided by the Group; and
(b) the amount initially recognised, which represented
fair values of the financial guarantee contracts, less
cumulative amortisation recognised in accordance with
HKAS 18.

Excluded advances to suppliers and deferred
expenditure.

Excluded payroll and welfare payables, other tax payable
and accruals.
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7.

FINANCIAL INSTRUMENTS (Cont’d)

(b)

(c)

Financial risk management objectives and
policies

The management monitors and manages the
financial risks relating to the operations of the Group
through internal risk assessment which analyses
exposures by degree and magnitude of risks. The
risks included market risk (including interest rate risk
and currency risk), credit risk and liquidity risk. The
policies on how to mitigate these risks are set out
below. The management manages and monitors
these exposures to ensure appropriate measures
are implemented on a timely and effective manner.

Interest rate risk

Interest rate risk is the risk that the fair value or
future cash flows of a financial instrument will
fluctuate because of changes in market interest
rates. The Group is exposed to cash flow interest
rate risk on the variable rate of interest earned on
the restricted bank balances and bank balances. The
Group’s borrowings have fixed interest rates and
therefore, are subject to fair value interest rate risk.

No sensitivity analysis was prepared for restricted
bank balances and bank balances as the financial
impact arising on changes in interest rates was
minimal for the year ended 31 December 2010 and
2011.

The Group monitors interest rate exposure and will
consider hedging significant interest rate exposure
should the need arise.
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FINANCIAL INSTRUMENTS (Cont’d)

7.

&

(d)

Currency risk

Certain bank balances and other borrowing of
the Group are denominated in Hong Kong dollars
("HK$"). The Group currently does not have a
foreign currency hedging policy. However, the
management monitors foreign exchange exposure
and will consider hedging significant foreign
currency exposure should the need arise.

The carrying amounts of the Group’'s foreign

7.
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AR EE TIRITHEER R E AT T IA
ABIL([ABTT)FHE - AKE B AT &
SNEE SRR o AR - BIEEEERIN
PEREE - IR B E BT E R
SNERLER o

RBEHR - REBAINEEHENE

currency denominated monetary assets at the end BEEMRABENAT
of the reporting period are as follows:
2011 2010
—E——F —E—EF
RMB’000 RMB’'000
ARET T ARETTT
Bank balances HRITHERR 41,755 =
Other borrowing E g (7,210) =
Sensitivity analysis BRZ T

The following table details the Group’s sensitivity
to a 4% (2010: Nil) increase and decrease in HK$
against RMB. 4% (2010: Nil) is the sensitivity
rate used when reporting foreign currency risk
internally to key management personnel and
represents management’'s assessment of the
reasonably possible change in HK$. The sensitivity
analysis includes only outstanding foreign currency
denominated monetary items and adjusts their
translation at the year end for a 4% (2010: Nil)
change in HK$. A positive number below indicates
an increase in profit after tax of the Group where
HK$ strengthen 4% (2010: Nil) against RMB. For
a 4% (2010: Nil) weakening of HK$ against RMB,
there would be an equal and opposite impact on the
profit after tax of the Group, and the balances below
would be negative.

TRAVAEBEB T ARBER AR
THA%(ZE—ZF : B) 2HRAE - 4%
(ZZ—ZF &) IR EBERABREE
HRHINE [R B S FIT {5 OB L 2R - B 3
LS TTA A B A RE B L FTVERT (S © BURE
DHT{E B IELAINE DI (B K 18 oK 5 & g
B YRERIRI%(—B—FF : BN
TLEEAERYE - EHRTETLHEAREH
4% (ZZT—ZTF « &) SAEENRFIE
A RBTHAREREI%(=ZF
—TF  E)F - BHAEENRTE G

Increase in profit S

BAESE RERNZE - A TESRERE
2 o

2011 2010

—%——F —T-TF

RMB’000 RMB'000

ARBTR ARETFT

1,175 .
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7.

FINANCIAL INSTRUMENTS (Cont’d)

(e)

Credit risk

Credit risk is the risk of an unexpected loss if a
customer or third party to a financial asset fails to
meet its contractual obligations. At 31 December
2011, the Group had concentration of credit risk on
trade receivables as 53% (2010: 46%) of total trade
receivables were due from top 10 customers.

The Group manages this risk by reviewing the
recoverable amount of each individual trade debt at
the end of reporting period to ensure that adequate
impairment losses are made for irrecoverable
amounts. In this regard, the management consider
that the Group's credit risk is significantly reduced.

In addition, the Group was exposed to credit risk
in respect of guarantees given to banks for bank
borrowings to related parties and independent
third parties as at 31 December 2010. Except for
guarantees provided to Nanyang Sanbo Automotive
Gear Company Limited (BE=5EEH AR A
7)) (“Nanyang Sanbo”), a company controlled by
Mr. Xi Chun Ying where Nanyang Sanbo defaulted
payments on the related borrowings (Notes 32 and
33), in the opinion of the management of the Group,
the credit risk in relation to guarantees provided
to others was considered insignificant as the
counterparties were in good financial positions.

There is no guarantee provided to others as at 31
December 2011.

The credit risk on liquid funds is limited because
the counterparties comprise of a number of banks
which are state-owned banks located in the PRC or
those with high credit ratings assigned by PRC or
international credit-rating agencies.

The Group had concentration of credit risk by
geographical location as trade receivables and bills
receivable comprise various debtors which are
located in PRC during the year ended 31 December
2010 and 2011.

7.

SRMTHEE)

(e)

FERRE
EERRRE-—REREENTL K
F=NARERTHANEEMELR

SNESTE R R B2 F_T——¢+ A
=+—H BARE%(ZZT—ZTF :
4@@%%%%W5E%anﬁxa

TRES - AR BEERE 5 R
T (A,
AKEEBE N RS IR A5
SEHOHTRELEEELERR
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REAEENHEREAREHEARRE
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o RZFB—FF+_A=1+—
B RS R e Bl R R 0T 9B ST
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FINANCIAL INSTRUMENTS (Cont’d)

7.

&

(e)

(f)

Credit risk (Cont’d)

Other than the concentration of the credit risk on
trade receivables, bills receivables, amounts due
from shareholders, restricted bank balances and
bank balances, the Group does not have any other
significant concentration of credit risk.

Liquidity risk

In the management of the liquidity risk, the Group
closely monitors its cash position resulting from its
operations and maintains a level of cash and cash
equivalents deemed adequate by the management
to meet in full its financial obligations as they fall
due for the foreseeable future. The management
monitors the utilisation of bank and other
borrowings.

As at 31 December 2011, the Group had net current
liabilities of approximately RMB7,390,000 (2010:
RMB203,728,000). This exposes the Group to
liquidity risk if the Group could not fulfill its financial
obligations.

The directors of the Company are satisfied that the
Group will have sufficient financial resources to
meet its financial obligations as they fall due for the
next twelve months from the issuance date of this
report after taking into consideration of (i) available
undrawn bank facilities amounting to approximately
RMB210,000,000 as at 31 December 2011 and (ii)
internal generated funds.

The following table details the Group’s remaining
contractual maturity for its financial liabilities as at
the end of reporting period. The table has been
drawn up based on the undiscounted cash flows
of financial liabilities based on the earliest date
on which the Group can be required to pay and
expected maximum amounts for settlement under
financial guarantee contracts provided by the Group.
The table includes both interest and principal cash
flows.
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7.

$RITAE)

(e)

(f)

FERR(E)

BREZEKFIE  BERE - BURER
RAE - XRBIRITAEGRIRITEER
MEERRESIN - AEELEEMA
HMEAEREERR °

TRE MR
REBERBERELE - AEEETE
RERHEZEMELNR SN LM
FEEBRSEHNBR S MREEHE
YK IA ZE T A B AR REIH R
MBEME - EREERRITREME
KHE)RER

R-—ZE——%+-_RA=+—H0 " &
SEMNRBHAEBEFREORBARK
7,390,000 L (=T —ZTF : AR¥
203,728,0007T,) ° {75 B L B 1T
HEUBEMR  EBESASEEERE
MR

BEROR—_FE——F+_A=1—
BRIHE AR ARRBERITRENAR
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7. FINANCIAL INSTRUMENTS (Cont'd) 7. &WMIAE)

(f) Liquidity risk (Cont'd) (f) REHERBRE)
Liquidity and interest risk tables TEBYIE R FE a7
Weighted
average
effective 3 months to Undiscounted
interest rate Within 1 year cash flows Carrying
MEFY 3 months =R  1-2years  2-5years Over5years KEBE  amount

ERAz  =fAm - -FE@E WFERE  BERE  RERE REfE
%  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

ARBTL ARBTR ARBTR ARMTR ARETR ARETT AR¥T:L

Asat31December2011 R-Z--%

+-R=t-H

Trade and other payables ~ E B REMEMTE - 26144 6,600 - - - WMk 230,744
Other payables to employees [ERTES HE I8 36 = 929 726 1,185 656 3,496 2929
Borrowings B3 7.0 25,905 169,800 68,415 95,693 - 359813 337,210
252,049 171,329 69,141 9,878 656 596,053 572,883

Asat31December2010 R=B-Z&

+=R=t-H

Trade and other payables ~ E B REMEMFE - 246520 7,210 - - - 253790 253790
Other payables to employees [ET{E BBy 5008 36 = 7,162 929 1627 940 10,658 9,734
Amounts due to shareholders (iR R - 70,068 - - - - 70,068 70,068
Borrowings &3 6.2 64,946 165,507 2175 41,379 - 274,007 263,300

Financial guarantee contracts & BERAH)
(note) (Hii) - 43,700 32,200 - - - 75,900 19,701
425,234 212,139 3,104 43,006 940 684,423 616,593
Note: The amounts represent the maximum amounts the Hiat : ZEEIREF A MERABRER
Group could be required to settle under the arrangement SHERAEBIRELHAENZHE
for the full guaranteed amount if that amount is claimed REFHERETE - BERRSHR
by the counterparty to the guarantee. Based on the WTEH - AEBR AR EEDERE
expectation at the end of the reporting period, the ZHX N ERSFE - HEREE=ER
Group considers that it is more likely than not that no HEER (H5E32) BRAN - B ER
amount will be payable under the arrangement except HEREREREERERIBE-Z
for guarantees provided to Nanyang Sanbo (Note 32). ——F+ A=+ —HIEREEH

All guarantees have been fully released upon repayment BRBR ©

of relevant borrowings or during the year ended 31
December 2011.

(g) Fair value (g) AFE
The fair value of financial assets and financial CRMEERERAGBNATEDIEE
liabilities is determined in accordance with generally NBIRB S RED T AEENRRTE
accepted pricing models based on discounted cash BEAETE -

flow analysis.

The management considers that the carrying BEERE  IREBHKARIRE I
amounts of financial assets and financial liabilities BERARNEREERSBRABENE
recorded at amortised cost in the consolidated HEEEAFERS -

financial statements approximate their fair values.

PEERERAREERERAR @
—T— b2
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8.

&

REVENUE AND SEGMENT INFORMATION

(a) Products within each operating segment
The segment information reported was determined
by the types of products and the types of customers
to which the products are sold, which is consistent
with the internal information that are regularly
reviewed by the directors of the Company, who are
the chief operating decision makers (the “CODM")
of the Group, for the purposes of resource allocation
and assessment of performance.

The Group has two reportable operating segments as
follows:

° OEM Market (“OEM") — manufacturing and
selling of automobile shock absorber and
suspension system products to the automobile
market of original automobile manufacturers.

° Automobile Aftermarket — manufacturing and
selling of automobile shock absorber and
suspension system products to the secondary
market of the automobile industry.

China Vehicle Components Technology Holdings Limited
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8.

REVENUE AND SEGMENT INFORMATION
(Cont’d)

8. WERIBERE)

(b) Segment revenue and segment results (b) DEWER D IBEE
Segment revenue Segment results
o EukEE DEEE

2011 2010 2011 2010

—B——F —ZE-TF ZB--—-F —T-FTF

RMB’'000 RMB'000 RMB’000 RMB'000

ARBTRT AREBTT AREBTR ARETT

OEM [RER SRR 517,861 512,395 120,222 128,588

Automobile Aftermarket AEEETIS 39,007 31,321 11,647 9,360
Total segment and DE AR AR A

consolidated 556,868 543,716 131,869 137,948

Other income, other gains  Efblg A « Efblizs

and losses JE1E
Selling and distribution SHE R R
expenses

Research and development #fz%sz i
expenditure
Administrative expenses 1T

53,212 4,224
(35,400) (34,842)

(17,743) (16,299
(32,817)  (29,309)
)
)

Listing expenses WX (14,908) (2,599
Finance costs Bh& B AN (15,113) (14,921

Profit before tax MR R Vs A 69,100 44,202
Taxation FH18 (12,207) (6,666)
Profit and total FRRFREE

comprehensive income LNk
for the year

56,893 37,536

Revenue reported above represents revenue
generated from sales of goods to external
customers. There was no inter-segment sales
during the year ended 31 December 2010 and 2011.

The accounting policies of the operating segments
are the same as the Group’s accounting policies
described in Note 4. Segment results represent the
gross profit of each operating segment, conforming
to the same measurement reported to the CODM
for the purposes of resources allocation and
performance assessment.

MAE 2RI IHE Eam TIMNER
FEENREG BE-_FT-—TFR-
E——F+_A=+—RHI-FEHE
DEPEHE °

208 7 BP0 & R BOR EEB TR 4 AT A
SESHHRERMER - DREEES
LEDAOER o BELDBEER KT
HRBBOMAEELERRARR
BT EIR B AT

TEEREHRENEERERAT
T —FFH
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REVENUE AND SEGMENT INFORMATION
(Cont’d)

8.

G

(b)

(c)

(d)

Segment revenue and segment results
(Cont’d)

Other than the segment revenue and segment
profit analysis presented above, information about
assets and liabilities was not regularly provided to
the CODM. Hence, no segment asset or segment
liability information is disclosed.

Geographical information

The Group principally operates in the PRC (country
of domicile of the operating subsidiaries). No
material non-current assets of the Group are located
outside the PRC.

All of the Group's revenue from external customers
is attributed to the group entities’ countries of
domicile (i.e. the PRC).

Information about major customers
Revenue from major customers which accounts for
10% or more of the Group's revenue are as follows:

8. WERkIBERE)

(b)

(c)

(d)

DEWER D EREE(E)

BR A £ 25187 B Uk e & o B A
roh - WARTE IR EELERKALR
HEBEERABNER - ALt E
REEMOHEEX DA BE

g E R
AERTERATELE(LERBAQ
AIMEMER) - IEAEERNIER
BYE ELLIAH BILASN o

FrE A S BIR B IMRE P a1 5
BREEEROEMER(BIFE) -

ERTEEFNER
IEAREBU S 10% B A FEYR A =
EEEHWEET ¢

2011 2010

—B——F —E-TF

RMB’000 RMB'000

AR%T AREFTT

OEM - Customer A [REBHRGER —FPA 130,458 147,762

OEM - Customer B R IBRGER — BB N/ATIE A * 105,236

OEM - Customer C REERER —&FPC N/ATE A * 60,195
OEM - Customer D REBERIER — B FD 70,724 N/AZNE
OEM - Customer E R B RS — B PE 69,871 N/ATN3E R *

S The corresponding revenue did not contribute over 10% * TR Y2 80 B AT B B A 5 B PN AE R

of the total sales of the Group for the respective year.
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OTHER INCOME, OTHER GAINS AND LOSSES 9.

HWA ~ Ht &SR EE

2011 2010
—E2——F —E-TF
RMB’000 RMB'000
AR¥T T AREETF T
Government grants (note) BB (H75E) 30,959 -
Gain from settlement of legal proceedings  EEIZFHE IS
(Note 33 (ii)) (K15£33(ii)) 5,467 -
Gain from scrap sales REERLSE & e 3,584 1,886
Gain on disposal of property, plant and HEWE  BEK
equipment F B 422 130
Income from suppliers on defects claim KA ER ARG R R A 1,076 282
Interest income from bank deposits R B RITE KA F BUA 1,059 2,273
Others EAh 1,024 655
Provision for litigation (Note 33(ii)1) SREARME (B 5£33()1) - (2,900)
Rental income GiEE A ON 5,000 4,000
Less: direct operating expenses B BEEEERR (4,468) (3,983)
532 17
Reversal of allowance for doubtful debts RIREER D 2,836 171
Release of asset-related government grants #2B4 B34 & 880 B T /i B
(Note 26) (Hiiz26) 2,559 1,710
Recovery of bad debt written off W sl B s S AR 1,250 -
Storage services income B RERBUA 2,444 =
53,212 4,224

Note: Included in the amount is RMB8,000,000, representing
reimbursement from local authority received by Nanyang

Xijian for termination benefits payment made to staff under
Transformation Agreement (as defined and described in Note
24) in prior years. The remaining grants of approximately
RMB22,959,000 are incentives received by Nanyang Xijian
for the eminent contribution in technology development and
encouragement of business development. These grants are

accounted for as immediate financial support with no future
related costs expected to be incurred nor related to any assets.

Bt A2 E ARS,000,0007T + EFEEMR
HBTFEERGE(ERRFBIHNRME
24)IF R IE T B TREF|T B & i IR
R (E - 2 T B4 A R # 22,959,000 18
78 B3 4T R0 ok 4 4 R B AN S S AS R R RO £
BEME RS - XSHRIERNR I X
B TEBHELLEEMNEERRBZ AR

MR A -

TEEREHRENEERERAT
—T——FFR
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10.

&

BE—F——F+-A=+—AIFE

FINANCE COSTS 10. REKA
2011 2010
—EB——F —ET-TF
RMB’000 RMB’000
ARETT ARBT T
Interest on: AR EIERAE
Bank borrowings wholly repayable within BB FRNBHEEDN
five years RITER 13,918 13,150
Entrusted loans wholly repayable within BB FAREERER
five years EEER 3,881 2,563
Other borrowings wholly repayable within ~ ZBR5FENBEEEH
five years HAb A 245 232
Accretion on other payables (Note 24(b)) HEMENRIENEREA
(KfzE24(b)) 357 379
18,401 16,324
Less: Amounts capitalised D= N e (3,288) (1,403)
15,113 14,921

Interest has been capitalised at the rate of interest
applicable to the specific borrowings financing the assets
under construction, or, where financed through general
borrowings, at a capitalization rate representing the

average interest rate on such borrowings.

MECRAREREERHTESHNRIE
FTERNRERL - BB —REKBE
AZEREFRNFEMERERE

2011 2010

—B2——F —TEF

% %

Capitalisation rate ER{bE 6.32 6.20

China Vehicle Components Technology Holdings Limited
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11. PROFIT BEFORE TAX 1. BRBADEF

Profit before tax has been arrived at after charging MRERTRFIE 0BR (A ¢
(crediting):
2011 2010
—®g—-f  —T-T4§
RMB’000 RMB’000

AR®TR ARBETTT

Employee benefits expenses (including EERAHAXZ
directors): (BIEES)
— salaries and other benefits — e REMBEF 38,485 31,997
— retirement benefit scheme contributions — —RRIEFIET 2143k 7,164 4,412
— share-based compensation (included in — D BERHEN (BRI
administrative expenses) (Note 28) TERAZA) (F7728) - 9,875
Total staff costs 8 TR 45,649 46,284
Auditor's remuneration 1% 25 BT 1,663 20
Amortisation of intangible assets EmPEERE(PRET
(included in administrative expenses) THFAZA) 449 577
Allowance for doubtful debts RIREE 1,481 =
Cost of inventories recognised as expenses B #2AR 0917 S K2
(included in cost of sales and (BIEEHEER AR
research and development expenditure) e HR) 436,514 416,178
Depreciation of property, Y - R R EITE
plant and equipment 14,933 15,899
Release of prepaid lease payments G ENE 1,943 892
Reversal of allowance for doubtful debts RERBERE D (2,836) (171)
Reversal of provision for obsolete and PREE N A S S B B O
slow-moving inventories (included in (BREEHEERAN)*
cost of sales)* (2,974) (2,578)
3 As a result of recovery from global financial crisis and @ MR RS B R A BR K IERE - &
economic downturn, the reversal of provision for slow-moving E2-T——F+ZA=T—HILEFE ER
inventories amounting to approximately RMB2,974,000 were HETKKERFTHTERERERNARKE
recognised for the year ended 31 December 2011 (2010: 2,974,000t (= —24F : AR%2,578,000
RMB2,578,000) upon realisation of sales. JT) °

TEEREHRENEERERAT
T —FFH
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12.

o0

TAXATION 12. FIE
2011 2010
—E——F —T—TF
RMB’000 RMB'000
AR®T AREETTT

Tax expense comprises: MIER S B4

Current tax expense BIHAFR B X 12,770 6,890
Deferred tax expense (credit) (Note 20) BERIBR Y (%) (f7220) (563) (224)
12,207 6,666

The current income tax expense for the year ended 31
December 2010 and 2011 represents the PRC enterprise
income tax which is calculated at the prevailing tax rate
on the taxable income of the group entities in the PRC.
Under the Law of the PRC on Enterprise Income Tax (the
"EIT Law") and Implementation Regulation of the EIT
Law, the tax rate of the PRC subsidiaries is 25% from 1
January 2008 onwards.

The Company and Merit Leader were incorporated in
jurisdictions under which they are not subject to any
income tax.

Guang Da Automotive was incorporated in Hong Kong
and has had no assessable profit subject to Hong Kong
Profits Tax since its incorporation.

In accordance with Foreign Enterprise Income Tax
(“FEIT") Laws in PRC, Nanyang Xijian was approved to be
exempted from FEIT for two years starting from its first
profit making year since its establishment and followed
by a 50% tax relief for the next three years. Nanyang
Xijian was subject to 12.5% tax rate for the year ended 31
December 2010. On 15 December 2009, Nanyang Xijian
obtained “High Technology Enterprise” status for 3 years
that entitles Nanyang Xijian a preferential tax rate of 15%
for the period from 2011 to 2012 according to the PRC tax
law.

Other PRC established group entities did not have any
taxable profit for the year ended 31 December 2010 and
2011.
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12. TAXATION (Cont'd) 12. BIE(E)

The tax charge for the year ended 31 December 2010  E T TFERTE——FFTZA=+—
and 2011 can be reconciled to the profit before tax per HIEFE R A R ERE 2 E U X R
consolidated statement of comprehensive income as ADE AR T
follows:
2011 2010
—E——F —T-FF
RMB’000 RMB'000

AR®TR ARETT

Profit before tax BR A% A& A 69,100 44,202
Tax at 25% 1225 % ) K G+ H A F IR 17,275 11,051
Tax effect of tax losses not recognised AIERTIEEIBNR S & 78 84
Tax effect of expenses not deductible for — RaJHNF G BRI &GS 2

tax purpose 8,370 4,839
Tax effect of income not taxable for tax BAERBW AN 2

purpose (3,495) -
Tax effect of additional qualified expenses — ZBINE A IS BT HIHL B L OB TS

deductible for tax purpose (note) 2 (H15F) (2,218) (2,037)
Effect of tax concessions granted to mAF BB AR RIEESR

a PRC subsidiary K2 (7,803) (6,692)
Tax effect of changes in future tax rate AEHIEZEHNRBEE - (579)

12,207 6,666
Note: The amount represents additional 50% income tax deduction in Mt - ZeBERFAMELSERAREZHNE
respect of qualifying research and development expenditures HNB0% PSR HIR ©

incurred for the year.

TEEREHRENEERERAT
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13. DIRECTORS’ AND EMPLOYEES’' 13. EER{EESHM

REMUNERATION

(a) Directors’ emoluments (a)
Details of the emoluments paid to the directors of
the Company for the year ended 31 December 2010

ExHE

HE-_Z—ZTFK—

T——%1+=A

=t —BUEFERAAREEZH

and 2011 are as follow: [iiE=d /(U N
2011 2010
—E——F ZE-TF
RMB’000 RMB’000
ARBT ARETFT
Directors’ =
- fees - 138 -
— salaries and other benefits — e hEMmER 264 264
— discretionary bonus —BIBTEA 850 450
— retirement benefits scheme — RPRAE FIET SR
contributions 22 20
— share-based compensation — IR AR S B - 2,250
1,274 2,984
The emoluments of the directors on a named basis RHRETHEEHEOT ¢
are as follows:
2011 2010
—B——F —TEF
RMB’000 RMB'000
AR¥T T ARBFIT
Mr. Zhao Zhi Jun HEELEE 598 277
Ms. Wang Wen Bo FIOREE 291 1,477
Ms. Yang Wei Xia BEEZ L 298 1,230
Mr. Fu Peng Xu NEREE(RZZE—F
(appointed on 22 May 2011) EA-+-_HEZMT) 13 =
Mr. Xie Qing Xi WEERERZZ—F
(appointed on 22 May 2011) EA-+-BEEE) 13 =
Mr. Xi Chun Ying FEALEE(R_F——F
(appointed on 27 August 2011) NAZ+EBEEEE) 13 =
Mr. Zhang Jin Hua REELE(R=ZE—F
(appointed on 19 October 2011) +A+NBEEEZE) 16 -
Mr. Li Zhi Qiang FEREE(RT—F
(appointed on 19 October 2011) +A+HhBEZE) 16 -
Mr. Chu Kin Wang, Peleus KRREE(RZE—F
(appointed on 19 October 2011) +A+HBEERE) 16 -
1,274 2,984
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13. DIRECTORS® AND EMPLOYEES" 13.

REMUNERATION (Cont'd)

(b) Employees’ emoluments
The five highest paid individuals of the Group for the
year ended 31 December 2011 included 3 (2010: 2)
directors. The remunerations of the five highest paid

ESkEEHM(E)

(b) ESHME
BE_Z——F+-_A=1+—RLF
B ARENRERRFATERE=
B(ZF-TF MB)EF - - TER

individuals are as follows: SEALHFMOT -
2011 2010
—g——-F  —T-TF
RMB’000 RMB’000
ARMT T ARBFIT
Employees EE
— salaries and other benefits — e MEMER 913 360
— discretionary bonus —BIBTEA 1,050 750
— retirement benefits scheme —RIRERIFTEIHR
contributions 39 30
— share-based compensation — B A ELTR A - 6,502
2,002 7,642
Their emoluments were within the following bands: HENMENTIATEE -
2011 2010
S T4
Nil to HK$1,000,000 (equivalents to Z%1,000,000/ 7T
approximately Nil to RMB832,000) (HERWTEARE
832,0007T) 5 -
HK$1,000,001 to HK$1,500,000 1,000,001 % 1,500,000
(equivalents to approximately BIT(EERHARE
RMB832,001 to RMB1,247,000) 832,001 TEARY
1,247,0007T) - =
HK$1,500,001 to HK$2,000,000 1,500,001%7C%2,000,000
(equivalents to approximately BIT(FRERHARE
RMB1,247,001 to RMB1,663,000) 1,247,001 T2 AREE
1,663,0007T) - 4
HK$2,000,001 to HK$2,500,000 2,000,001/ 022,500,000
(equivalents to approximately BIL(HERHARKE
RMB1,663,001 to RMB2,079,000) 1,663,001t ARE
2,079,0007T) - 1

During the year ended 31 December 2010 and 2011,

BE-F-BER-F——F+-A=+—

no emoluments were paid by the Group to any of
the directors or the five highest paid individuals as
an inducement to join or upon joining the Group
or as compensation for loss of office. None of the
directors waived any remuneration during the year
ended 31 December 2010 and 2011.

BLFE  ARESEAEAEERARK
SEA TN MEAERINASIAREE
RH R KRR EE - BE-TTFR
—T—H+"_A=1+—HILFE HEE
=AM

TEEREHRENEERERAT
T —FFH
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14.

15.

&

DIVIDENDS

Dividends of RMB56,450,000 were recognised as
distribution to shareholders of Nanyang Xijian for the
year ended 31 December 2010. No dividend was paid
or proposed during the year ended 31 December 2011,
nor has any dividend been proposed since the end of the
reporting period.

EARNINGS PER SHARE

The calculation of basic earnings per share attributable
to the owners of the Company is based on the following
data:

14.

15.

BRE
REBEE-_ZT—ZTF+_F=+—HItFE
AR ¥56,450,0007T 2 % B B MR IE AR
PEATBIRRIEE 2 DI - RBEZT——F
TZA=+—RIFEHREEAREERNA
K BEEIRAS SHERAR S, ©

BRER
AR R AR SRR TR A TR
sher:

2011 2010
—E——fF —E—EF
Earnings BF|
Profit for the year attributable to owners of FERERZEF NS 2
the Company for the purpose of RNAREE AEEFEART]
basic earnings per share (RMB'000) (AR¥TTT) 56,893 37,536
Number of shares BRE
Weighted average number of ordinary MEREAEFNS 2
shares for the purpose of basic earnings IR A DN S 8
per share 251,178,082 240,000,000

For the year ended 31 December 2011 and 2010, the
weighted average number of ordinary shares has been
adjusted retrospectively for (i) the 50,000 shares issued
at the date of incorporation of the Company and pursuant
to the reorganisation as disclosed in Note 2 and (ii)
239,950,000 shares issued pursuant to the capitalisation
issue as more fully described in Note 27.

No diluted earnings per share are presented as there was
no potential ordinary share outstanding during the year or
as at the end of reporting period.

China Vehicle Components Technology Holdings Limited
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16. PROPERTY, PLANT AND EQUIPMENT 16. Y% - MERRE

Furniture,
fixture Construction
Motor and in
Buildings vehicles  equipment  Machinery progress Others Total
G- %8
BT byt Rk Ha HRIR Bt fit

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARBTR ARETR  ARETR  ARETR  ARETT  ARETR

COST A
At 1 January 2010 RZE-TF-A-H 28,793 3,164 2,844 83,818 21,189 4,987 151,395
Additions NE 622 3,032 705 50,236 4,838 87 59,520
Transfer [ 20,665 - 139 - (25,767) 4,963 -
Disposal e - (691) - - - - (691)
At 31 December 2010 W_E-ZF
and 1 January 2011 +-A=+-8k
—2—%-f-H 50,080 5,505 3,688 134,054 6,860 10,037 210,224
Additions NE 4,076 1127 466 5,103 48,645 286 59,703
Transfer &z - - - 606 (606) = =
Disposal e (18) (92) = (1.813) = 9) (1,932)
At 31 December 2011 RZE——F
+-A=+-H 54,138 6,540 4154 137,950 54,899 10,314 267,995
ACCUMULATED ZitHE
DEPRECIATION
At 1 January 2010 R=Z-24-A-A (3,516 (696) (1,134) (35,697) = (2,622) (43,665)
Provided for the year EREE (1,141) (410) (350) (13,280) = (7118) (15,899)
Eliminated on disposals NEERHH - 161 = - - L 161
At 31 December 2010 RZF-5F
and 1 January 2011 +ZA=+-Bk
“5—%-f-H (4,657) (945) (1,484) (48,977) - (3,340) (69,403)
Provided for the year FREE (1,538) (638) (399) (11,652) = (706) (14,933)
Eliminated on disposal N e - 44 - 817 - 5 866
At 31 December 2011 WZE——F
+-A=1+-H (6,195) (1,539) 1,883 (59,812) = (4,041) (73,470)
CARRYING VALUES REE
At 31 December 2011 RZE——F
+-B=t-H 47,943 5,001 2,271 78138 54,899 6,273 194,525
At 31 December 2010 R-Z-%F
+-A=1+-A 45,423 4,560 2,204 85,077 6,860 6,697 150,821

FEERENENEERERAT
T —FFH
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16. PROPERTY, PLANT AND EQUIPMENT 16. ¥¥% - BERREZ)
(Cont’d)
The above items of property, plant and equipment, MRIEETIZLASMY Bt % - BE R HEIE
other than construction in progress, are depreciated on BT REMGETRISREER - R IIEEHE
a straight-line basis over the following estimated useful RAEHNEREERE
lives taking into account of their estimated residual value:
Buildings Over the shorter of the term B¥ FHHEASK30F
of lease, or 30 years (AR EBE)
Motor vehicles 5-10 years RE 5-104F
Furniture, fixture and Over the shorter of the term R KB FAHAskE-74F
equipment of lease or 5-7 years &G (LABRFEE B %)
Machinery 1-15 years 28 1-15%
Others 3-20 years EHAh 3-204F
17. PREPAID LEASE PAYMENTS 17. EHEE
RMB'000
ARBFIT
At 1 January 2010 RZE—TF—H—H 42,368
Additions NE 8
Charged for the year F R (892)
At 31 December 2010 and 1 January 2011 R-E—ZTF+-_A=1+—H8K
—Z2—%—H—H 41,484
Additions RE 63,457
Charged for the year FAHK (1,943)
At 31 December 2011 R-_ZT—F+-_A=+—H 102,998
2011 2010
—2——F —E-TF
RMB’000 RMB'000
ARBTR ARBFIT
Analysed for reporting purposes: BLER B I -
Current assets MENEE 2,153 884
Non-current assets ERBEE 100,845 40,600
102,998 41,484

o9

The Group's prepaid lease payments comprise medium-
term leasehold land located in the PRC. Prepaid lease
payments are released to profit or loss over the lease

terms ranging between 48 to 50 years.

China Vehicle Components Technology Holdings Limited
Annual Report 2011

AEEWTANES BN EHHELY
HE T - FRNBEE RN F48E50F 6
HiREEHEEE -



INTANGIBLE ASSETS BEEE
Customer
relationship Patents Total
EFBAR =5 st
RMB'000 RMB'000 RMB’000
AREETTT ARETTT ARETTT
CosT R
At 1 January 2010, R=ZZ—TF—H—H-
31 December 2010 and —ZE-TF+=A
31 December 2011 =+—HUK
—E2——%+=A
=+—H 3,593 BR5) 4,148
AMORTISATION ey
At 1 January 2010 R-ZZE—ZF—-H—H (1,384) (428) (1,812)
Charge for the year FERHKB (450) (127) (577)
At 31 December 2010 and RZZE—ZTF+=A
1 January 2011 =+—HBk
—E——F—Hf—H (1,834) (555) (2,389)
Charge for the year FERHB (449) = (449)
At 31 December 2011 R=ZZE—F+=A
=+—H (2,283) (555) (2,389)
CARRYING VALUES IREE
At 31 December 2011 RZE—F+=A8
=+-n 1,310 - 1,310
At 31 December 2010 R=ZZE—ZTF+=A
=+-_g 1,759 - 1,759

The above customer relationship and patents were
acquired through a business combination in 2006.

The above intangible assets have finite useful lives and
are amortised on a straight-line basis over the following
periods from the acquisition date:

Customer relationship
Patents

8 years
4 years

EERFBAERZENTE BN —TTRFH
EIEAPHBA

EatEpEEAGEEMNAEAEH - WA
BRZRBKERREFH TIHERE
8

EERIR 8%
= 4t

FEERENENEERERAT
T —FFH
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19. GOODWILL B
RMB’000
ARETFT
COST R
At 1 January 2010, 31 December 2010 and 2011 RZE—ZTF—HF—H —ZT—ZTFK
—E——F+=ZR=+—H 29,655
IMPAIRMENT A
At 1 January 2010, 31 December 2010 and 2011 R-ZTE—ZTF—H—H —T—ZTFEK
—ET——F+ZHA=+—H =
CARRYING VALUES BREE
At 31 December 2010 and 2011 KRBT FEN—_FT—F
+=A=+—A 29,655

For the purposes of impairment testing, goodwill has
been allocated to an individual CGU, representing one
PRC subsidiary engages in manufacturing of automobile
shock absorber and suspension system products.

During the year ended 31 December 2011, the
management determines that there is no impairment of
the CGU containing goodwill.

The recoverable amount of the CGU has been determined
based on a value in use calculation. The calculation uses
cash flow projections based on financial budgets approved
by management covering a 5-year period. The CGU's cash
flows beyond the 5-year period are extrapolated using a
steady 4.5% (2010: 3%) growth rate. This growth rate
is based on the relevant industry long-term growth rate
in the jurisdiction the CGU operates. The discount rate
applied is 13.68% (2010: 13.68%).

Key assumptions for the value in use calculations relate
to the estimation of cash inflows/outflows which include
budgeted sales and gross margin, such estimation is
based on the CGU’s past performance and management’s
expectations for the market development. Management
believes that any reasonably possible change in any of
these assumptions would not cause the carrying amount
of the CGU to exceed the recoverable amount of the
CGU.
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20. DEFERRED TAXATION

The following is the analysis of the deferred tax assets:

20. EIERIE
AT ABRERIEEENHT -

Provision for

obsolete or
Allowance for  slow-moving
doubtful debts inventories Total
BRERFH
REEE FERE st
RMB'000 RMB'000 RMB'000
AREETIT ARETIT ARET T
At 1 January 2010 RZE—ZTF—HF—H 1,014 2,232 3,246
Credit to profit or loss R AN EF12)
(Note 12) (33) (322) (355)
Effect of changes in tax rate iR L (f1:712)
(Note 12) 197 382 579
At 31 December 2010 and R-E—ZTF+_H
1 January 2011 =t+—BR-_Z—%F
—H—H 1,178 2,292 3,470
Credit to profit or loss RiEssst AKE12)
(Note 12) (117) (446) (563)
At 31 December 2011 R-—ZE——F+_H
=+—H 1,061 1,846 2,907
The Group had unrecognised tax losses as follows: AEBERERNTIEEIBLT
RMB’000
ARETTT
At 1 January 2010 R-ZZE—ZTF—H—H 5,937
Addition INE 335
At 31 December 2010 and 1 January 2011 RZE—ZEF+_A=+—HRK
—ZT—%—Hf—H 6,272
Addition NE 313
At 31 December 2011 RZE—F+_A=+—H 6,585

FEERENENEERERAT
—T——FFR
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20.

21.

@

DEFERRED TAXATION (Cont’d) 20. EEBIIE(Z)
No deferred tax asset has been recognised in respect AR ARICEF RN TE R - SWEFL K
of unrecognised tax losses due to the unpredictability of HRGIABEERELHRIEEE - N _F
future profits streams. As at 31 December 2011, the tax —&+-A=+—H0 BEBB(ZZ—
losses (2010: RMB6,243,000) will expire in 2016 (2010: ZF : AR%6,243,0007T) R —E—RF
2015). The Group has no other significant unprovided (Z2—ZTF: —_T—FF)IHP -HE_FT
deferred tax for the year ended 31 December 2010 and —ZEFER-_F——F+=-_A=+—HLF
2011. & - AR E N At B AR B IR T IE o
Under the EIT Law, withholding tax is imposed on BBREEMSRE B2 N\F—A—H
dividends declared in respect of profits earned by PRC iR FEPEE RO ZEUENE) AR BB A &)
subsidiaries that are received by non-PRC resident entities FF BRER 8952 1) T 2R B9 A% B, 78 TR A ©
from 1 January 2008 onwards. No deferred tax liability AR RS HAR P B b8 A R ] 5k &
was recognised at 31 December 2010 as there was no M #WR—_E—FF+_-_A=+—HI&E
undistributable earnings of PRC subsidiaries at the end BRELEHEAE N —F+=-A4
of the reporting period. At 31 December 2011, deferred =+—H ' BRARNEE RS I B B
taxation has not been provided for in the consolidated ERORE R ZEY R EEE AN TE
financial statements in respect of temporary differences BT SED - I ER GRS SRR
attributable to accumulated profits of Nanyang Xijian F ST R 5T I A R 39,334,000 T FEAG
amounting to RMB39,334,000 as the Group is able B I =R IR TR IR ©
to control the timing of the reversal of the temporary
differences and it is probable that the temporary
differences will not reverse in the foreseeable future.
INVENTORIES 21. &
2011 2010
—E——F —E—EF
RMB’000 RMB’000
ARET T ARETTT
Raw materials R 9,202 10,075
Work-in-progress R 8,350 6,447
Finished goods 2k 38,630 59,328
56,182 75,850
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22. TRADE AND OTHER RECEIVABLES

Trade and other receivables comprise the following:

22. 5

R E YRR

B5REMERFIABEATRIA

2011 2010
—E——F T -TF
RMB’000 RMB’000
ARETR AREF T
Trade receivables Z S EWRIA 188,308 165,727
Less: allowance for doubtful debts B REREE (7,318) (8,673)
180,990 157,054
Bills receivables fEU =R 23,610 30,897
Other receivables At EUGRIE
— from a shareholder of Nanyang Sanbo — EWEG = —Z A
(note a) KB (Hiita) - 19,701
— from Jinguan Wangma (note b) — T EIHARIE
(Kiztb) - 10,076
— others (note ¢) — E A (ffzEc) 25,035 7,208
25,035 36,985
Advances to suppliers RS S 2,945 2,292
Deferred expenditure EEFIS - 866
232,580 228,094

Notes:

The balances represent receivables from a shareholder of
Nanyang Sanbo for reimbursement of relevant principals,
interests and penalties in respect of several loans under
financial guarantees provided by Nanyang Xijian during the
year ended 31 December 2010. Pursuant to an agreement
entered by various parties on 9 May 2011, the balance was
derecognised upon the guarantee obligations of Nanyang Xijian
was released. Details of which are set out in Note 32.

The balances represent costs to be recovered from Henan
Jinguan Wangma Information Industry Company Limited (JA]
mesEERHEEEXRMAERAT) (“Jinguan Wangma”), a
non-controlling interest shareholder of Nanyang Xijian up to
April 2009, in relation to payment for employment termination
benefits, details of which are set out in Note 24.

Pursuant to a settlement agreement entered between
Nanyang Xijian and Jinguan Wangma on 9 May 2011, the
balance receivable from Jinguan Wangma was offset against
the outstanding balance payable to Jinguan Wangma.

Included in the balance is (i) an amount of approximately
RMB8,350,000 representing service/rental receivable in
respect of storage and machineries from a third party; (ii)
RMB8,950,000 deposits to a creditor as security for other
borrowings; and (iii) balances comprise of employees’ travel
advances, deposits paid to local tax authorities and rental
deposits.

ZIAME IR R T = — B RERAFRIE

ABEAEEINRREE—F—FF+ A

=R LEFEREMNTBERTHEER

REEEAE - FEHER - RIEE TR

T——FRANBRTUN B - RER

MM EREER  ZIRRBEER L
R o BRI BHNHIES2 -

X IR AR HE BE S AR L (R R AR N A S 1) T e
CHEEIBEEEERNDAERAT(T2BEE
B EE-ZZAFNARBEGMNENIEE
s AR ) e M AP AS - B BRRH IS BUA MY ok
24 -

REFGHTRESEEBR _T——FHH
NBRIZH M - ZARKEE BN
AR TS ERS AR E R A ERBE H A

ZEEBRDE(RETREEmMER—BE=
7 RIRRTS, T ERIBH AR 8,350,000
(N EMIEES T —BERAEAERNIL
& AR#8,950,0007T ¢ (i) B iE M ZERR
F o XN TFHARERENESRESKREA

FEERENENEERERAT
T —FFH
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22.

&

TRADE AND OTHER RECEIVABLES (Cont'd)

The Group generally allows a credit period of 90 days
to its trade customers. The ageing of trade receivables

22. EFRHEHMEBEWFEIEE)

AEE-—RETHEZIEFORNEE
H o mBEEMETNE 5 RUKEORR

presented based on invoice date, net of allowance for REE) BRERIN T ¢
doubtful debts, is as follows:
2011 2010
=F——F —t
RMB’000 RMB'000
ARBT T AREFIT
0 to 90 days 0E90K 157,545 148,506
91 to 180 days 91E 180K 9,612 7,678
181 to 365 days 181%365K 13,833 180,990
180,990 157,054
Movement in the allowance for doubtful debts: REBBEZSHOT -
2011 2010
—E——F T —FF
RMB’000 RMB'000
ARETR ARETTT
Beginning balance F SRR 8,673 8,844
Addition 140 1,481 -
Reversal of allowance for doubtful debts KRB E RO (2,836) (1)
Ending balance FRERR 7,318 8,673
The ageing of bills receivables, presented based on FEW SRR B IZUOR A HAZ SN ¢
receipt date, is as follows:
2011 2010
—B——F —E-TF
RMB’000 RMB'000
ARBT R ARETFT
0 to 90 days 0ZE90K 23,610 30,897

Before accepting any new customer, the Group has
assessed the potential customer’s credit quality and
defined credit limit of each customer. Limits attributed to
customers are reviewed once a year.

China Vehicle Components Technology Holdings Limited
Annual Report 2011

EEMEAFHELH - ARECHEEERP
MEEERET TG YRETEBRER
MEERE - BT PHRES S FET—

REE -



22.

23.

TRADE AND OTHER RECEIVABLES (Cont’d) 22. BESRHEMEKRRIEE)
In determining the recoverability of a trade receivable, the FOREE 5 EWGRIBR) P Y B 1R - AR
Group considers any change in the credit quality of the ERERVELEEZAREEHREHRE
trade receivable from the date credit was initially granted SEBGIENEEE =M EMELE - mAm
up to the end of the reporting period and no impairment is HRY SR B ERE o
necessary for those balances which are not past due.
Included in the Group's trade receivable balance are R-E—F+-_A=+—08 ' BEREEYD
debtors with aggregate carrying amount of approximately AR#23,445,000L(ZZ2—FF : ARK
RMB23,445,000 at 31 December 2011 (2010: 8,648,0007T) I EK T ARE B K E 5 W
RMB8,548,000), respectively, which are past due for IR - MZSEBERRE @ - HEHR
which the Group has not provided for impairment loss as EEEZWESEAES RIREBTER - %
there has not been a significant change in credit quality SREMERATRE - Bt - NEEWR
and amounts are still considered recoverable based MZFRIETRRAEBERE - NEEHA
on historical experience. The Group does not hold any ML REAFEE RS o
collateral over these balances.
Ageing of trade receivables which are past due but not BB RRENE 5 ERFIRRER
impaired:
2011 2010
—E——F —T—TF
RMB’000 RMB’000
AR¥T T ARBFIT
91 to 180 days 912180K 9,612 7,678
181 to 365 days 181%365K 13,833 870
23,445 8,548
RESTRICTED BANK BALANCES/BANK 23. ¥REIBTER RITEHRRES

BALANCES AND CASH
Bank balances carry interest rates ranging from 0.36% to
0.50% (31 December 2010: 0.36%) per annum.

Restricted bank balances, carrying interest rate ranging
from 2.50% to 3.30% (31 December 2010: 1.98% to
2.50%) per annum, represent amounts deposited with
banks as pledge for the bills payable with an original
maturity of three months or less issued to suppliers for
the purchase of raw materials and securities for bank
borrowings with maturity of three to six months.

RITABRFRENF0.36%£0.50% (= F
—ZF+-A=+—H:036%) °

FERRNF250%E330% (T —T4F
+=—A=+—H :1.98%%250%)HZR
IR TR IEE AT T HER LB B R
BIREH B A =8 A A TR REKREE
TR EEHE A== EAANRITEENE
IREVIRITIF RN ©
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24. TRADE AND OTHER PAYABLES 24, EFRHEMENTIE
Trade and other payables comprise the following: B REMBEANFIBESENTEE
2011 2010
—E——fF —E-TF
RMB’000 RMB'000

AR¥FT ARETT

Trade payables B S ENIE 172,646 195,693
Bills payables FENRIRFIR 54,480 36,670
227,126 232,363
Other payables (note a) H e R FRIE (f7a) 5,618 21,427
Other payables to employees (note b) E e T BHF0E
(Hiatb) 2,929 9,734
Other tax payable E e IE 10,845 7,669
Other accruals HinpEst &R 4,188 6,050
Payroll and welfare payables B TE RAgH 6,883 6,572
257,589 283,815
Less: Amount shown under non-current B IR IERBIBE A
liabilities &5 (2,048) (2,884)
Total trade and other payables shown FIRRREBETHE S &
under current liabilities H A pE (S IE B R 255,541 280,931
The following is an ageing analysis of trade payables AT ARIREAARNE S ENFIBRER
presented based on invoice date at the end of the HAZ5BREC AT

reporting periods:

2011 2010
—g—-f  —T-%F
RMB’000 RMB'000

ARBTT ARETIT

Within 90 days 90K 151,411 174,769
91-180 days 91E180K 16,147 16,162
181-365 days 181E365K 3,561 1,714
1-2 years —ZEWF 1,527 3,048

172,646 195,693
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24. TRA

DE AND OTHER PAYABLES (Cont’d)

The following is an ageing analysis of bills payables,
presented based on issuance date at the end of each
reporting period:

24, EFRHMENTRIEE)

AT ABRRERRNENZREMZERA
HIZFIBRER AT -

2011 2010

—E——F —E—TF

RMB’000 RMB’000

ARBTT ARETTT

Within 30 days 30 KA - 8,630
31 to 60 days 31E60K 6,600 7,860
61 to 90 days 61290k - -
91 to 180 days 91£E180K 47,880 20,280
54,480 36,670

Trade payables and bills payables principally comprise
amounts outstanding for purchase of materials. The

avera

ge credit period for purchase of goods is 90 days.

The Group has financial risk management policies in

place
maint;

Notes:

to ensure that sufficient financial resources are
ained to meet its financial obligation as they fall due.

Pursuant to several government notices in 2007, Nanyang
Xijian agreed to assume payment obligation of approximately
RMB31,933,000 on behalf of a shareholder — Jinguan Wangma
(a state-owned enterprise) and in return to receive cash
reimbursement of RMB10,076,000 from Jinguan Wangma
and the remaining balance of RMB21,857,000 to be settled
through current account owed to Jinguan Wangma.

The payment obligation arose from termination of employment
of staffs with Jinguan Wangma (“Transformation Agreement”),
representing termination benefits payable to the employee
under the Transformation Agreement.

Pursuant to a settlement agreement entered between
Nanyang Xijian and Jinguan Wangma on 9 May 2011, the
balance was offset against the outstanding balance receivable
from Jinguan Wangma and the remainder, amounting to
RMB5,367,000, was derecognised upon the completion of the
Settlement Agreement. Details of which are set out in Note
33(ii)2.

HIRNFARENRETERERBEMR
AMIHFRIE - BEERWFHEEH R0
R o AEE D RAY R R EEBERRERE
Rt R U T B TR A RE A B 765 B AR 2 BT 9

=S

Hrat -

BE-ZTLFEOROBFRL - BB
AEREX—BRE-SEIH(—HEEL
¥)EEIHEELHAREES,933,0007T ¢
WEARFRAGTE EBRICRSHEARE
10,076,000 - i #4%E A R #21,857,0007C
HRAXNEE T HNEERBEE -

SXNEFEERESTEBNRILERET
(M%) - R EERIGAEN TES
BV EAR A ©

BEEGHTRESEEIBR_Z——48A
MBI MR GE  SRERERKSTE T
MAREESRERTIKE  MEZEHEBA
R ¥5,367,0007T 7 T8 B 7 175 7 14 45 B e
R o AR BN M EEIS()2

FEERENENEERERAT
—T——FFR
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24. TRADE AND OTHER PAYABLES (Cont’d) 24.

Notes: (Cont'd)

b. Other payables to employees are interest-free and the
settlement of the obligations is estimated to occur through
to 2026. The payable to employee are calculated at the net
present value of estimated future net cash flows of the
payment obligation, discounted at 3.6% per annum at 31
December 2010 and 2011, respectively. Management has
allocated the payables that are expected to be settled within
twelve months after the end of each reporting period as
current liabilities. No assets was legally restricted for the
purposes of settling the payables.

EEREMBNRIERGE)
Wiz« (4)

HiENFREENREARE - BZEERM
R E—T R FHEEE R
FR-ZZT——F+=ZA=+—0H ENTE
BMHRERMNRETNGBGARFRERE
HRIREY H IR T F3.6% M KELIR A
H o EEEEERERSREPARUEBARR
T ERNEENENRBEIERBERE - I
8 E R BRI A B EOER ) o

2011 2010
—E——F —E—TF
RMB’000 RMB'000
AR¥TR ARBFIT
At beginning of the year F5) 9,734 15,404
Payment (NES (7,162) (6,049)
Accretion during the year F RN 357 379
At end of the year FER 2,929 9,734

Analysed for reporting purposes: RBEBMDTAT :
Current liabilities mBaE 881 6,850
Non-current liabilities ERBBE 2,048 2,884
2,929 9,734

25. BORROWINGS 25.
2011 2010
—B——F —E-TF
RMB’000 RMB'000
ARET T ARETIT
Bank borrowings RITER 270,000 230,000
Entrusted loans (note a) Rt ER(Kita) 60,000 30,000
Other borrowing Hib e 7,210 3,300
337,210 263,300
Unsecured AR 247,210 134,300
Secured BHEA 90,000 129,000
337,210 263,300
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25. BORROWINGS (Cont'd) 25.

At 31 December 2011, all borrowings are denominated
in RMB except for RMB7,210,000 other borrowing was
denominated in HK$(2010: Nil). The Group’s borrowings
carry fixed interest rate at 31 December 2010 and 2011.
The contractual maturity dates are as follows:

B (E)

MN_Z——F+-A=+—0 BARK
7,210,0007T5 - FIEEEH U AR
& EEENUATHE(ZE—ZF
&/ N E—ZTFR-_ZT—F+=-A
=+—HB  AEEOEEHUAERE R R
B - AHNFHANT

2011 2010
—g-——F  —T-FF
RMB’000 RMB'000

ARBTR AREET T

Within one year —FR 181,000 223,300
More than one year, but not exceeding A —FE T BAmRE
two years 62,210 -
More than two years, but not exceeding BAMFEETBARE
five years 94,000 40,000
337,210 263,300
Less: Amounts due for settlement within & : B2 A RNEEN S
12 months (shown under current BIRRREIEET)
liabilities) (181,000) (223,300)
Amounts shown under non-current liabilities ZI/RAIERBIEE TS5 156,210 40,000

Note:

(a) During the year ended 31 December 2010 and 2011, the Group
entered into entrusted loans arrangements with several banks
to receive funding from certain specific lenders through the
banks. The balances carried fixed interest rates ranging from
8.31% to 8.53% (2010: 8.82%) per annum at 31 December
2011.

The ranges of effective interest rates (which are also
equal to contractual interest rates) on the Group's
borrowings other than bills discounted are as follows:

(a) HE-Z-ZTFR-_F——F+=-A=1+—
BIEEE AEERLERRITIIVELER
ZHE - UBIBRITIREUE TRE R AR E
2 RZB——EFE+-A=+—H  #HHREK
8.31%%8.53% (=F—ZF : 8.82% ) HIF[E
EFEFE o

AEENER(ERFRERIN NERFIE
(ETMREREHME)T

Fixed-rate borrowings EBER

2011 2010
—E——F —E-TF
531%-8.82% 2.11% —8.82%
per annum per annum
B8F BF

5.31%-8.82% 2.11% -8.82%

FEERENENEERERAT
T —FFH



VOTESTORNE

~ar1C i "‘:-!v‘....,.-,t“

BAIEER R Y RE

For the year ended 31 December 2011
BE —T——F - A=+—HIFE

25. BORROWINGS (Cont’d) 25. fBR(E)
The borrowings are guaranteed and/or secured by the ERBA T REERE, SRR
following:

2011 2010
—E——F —E-TF
RMB’000 RMB'000
AR¥TT ARBT T
Type A AkE - 39,000
Type B BiA 40,000 20,000
Type C CH 50,000 70,000
Type D DE - 81,000
Type E £ - 40,000
Type F Fi8 - 10,000
90,000 260,000
Type A: Borrowings were guaranteed by companies ASR - [BERHABEEDST AN A RERL

Type B:

Type C:

Type D:

Type E:

Type F:

controlled by Mr. Xi Chun Ying and secured by
assets of the Group (note).

Borrowings are guaranteed by third parties and
secured by assets of the Group (note).

Borrowings are secured by assets of the Group
(note).

Borrowings were guaranteed by companies
controlled by Mr. Xi Chun Ying.

Borrowings were guaranteed by third parties.

Borrowings were guaranteed by third parties
and companies controlled by Mr. Xi Chun Ying.

The guarantees provided as mentioned in Type A, D to
F had been released upon repayment of the respective
borrowings during the year ended 31 December 2011.

w
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CH:

D#A

PR -

RSB E EVEEIR (L) -

EBREE=ZFERITAREENEE

1R (L) -

ERAAEENEEEER (ML) -

BEFRHAE=FER -

CEREBEFAE AN A RER -

BB E =T REFDREEFNH R

AIfELR -

DR EFFAFTIERFNERENEBE
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25. BORROWINGS (Cont'd)

Note: The Group has pledged certain assets to secure loan facilities
granted to the Group. The carrying values of the assets

pledged are as follows:

25.

B (&)

Hiet: AEERERETEEUARRNEEERNE
HREFEER - SEREENREENT

expenditure which is expected to be released to profit or loss
in the next twelve months is classified as current.

WARREER DB RREAE o

2011 2010
—g-—-% —2-2F
RMB’000 RMB'000
ARET R AREFT
Property, plant and equipment ME - WE MRS 40,239 21,041
Land use rights Tt A 90,741 40,476
Restricted bank balances ZIRGBIRITAERR 41,985 64,000
172,965 125,517
26. DEFERRED INCOME 26. ELEUWA
Note a Note b Total
FizFa Fi&Eb st
RMB'000 RMB'000 RMB’000
AREFT AREFT AREBT T
At 1 January 2010 RZE—ZTF—HF—H 5,179 535 5,714
Addition 240 = 1,840 1,840
Credited to profit or loss st AER (1,491) (219) (1,710)
At 31 December 2010 and R-_E—ZTF+_H
1 January 2011 =+—BAER
—E—%F—Hf—H 3,688 2,156 5,844
Addition 40 - 7,325 7,325
Credited to profit or loss T ABE (348) (2,211) (2,559)
At 31 December 2011 R-_T——F+_H
=4—18 3,340 7,270 10,610
Analysed for reporting purposes as: HMEBNHTAT
2011 2010
=F——F —TFF
RMB’000 RMB’'000
AR¥F T ARET T
Current liabilities* mEaE* 1,556 -
Non-current liabilities FErREaRE 9,054 5,844
10,610 5,844
* The carrying amount of deferred income designated for  * TEHR AR R+ =8 A A AB=R1EE AR X IEE

FEERENENEERERAT
T —FFH
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26.

27.

e

BE—F——F+-A=+—AIFE

DEFERRED INCOME (Cont‘d)

During the year ended 31 December 2010, government
grants of RMB5,000,000 were recognised and deducted

26. EFEWA(E)
BE—_ZT-—ZSF+-_A=+—HItFE ' K
FE %8 B A R #55,000,000 7T 1 #3230 &5 BT 3%

from research and development expenditure. AR ©
Notes: Mt -
a. Grants comprise (i) an amount of approximately RMB2,500,000 a. BB E() 44 A R#2,5600,0007T * BRTE

as compensation for specific expenditure not yet incurred
at the time of receipt in 2009 which was deferred and is
recognised in profit or loss in the period the related costs are
incurred for which the grants are intended to compensate; (ii)
an amount of RMB4,200,000 designated for the expenditure
on development of the recycling and purifying facilities
received in 2009 which were deferred and are credited to
profit or loss on a straight-line basis over the expected useful
lives of the related assets.

b. Grants received in relation to acquisition of certain plant and
equipment and were recorded as deferred income in the
consolidated statement of financial position and are credited to

R =BT FUERE 1 R E E R E R A
18 - WHEEEREZHBRHENERR
RO BN RENER (IR ZEThFUK
HREY A R 14,200,000 704 5 E 1 5 2 @I
FeRENRS  TEEERNEBEERN
TR A E AR ERELET AR °

b. ZEPIRBEE THE RREMUEER @ I
EEAMBARRARTARIMERTERARR
HABEENFERERFHARERELETA

profit or loss on a straight-line basis over the expected useful e o
lives of the related assets.
SHARE CAPITAL 27. B
Number of
shares  Share capital
BRE &S
HK$
FAT
Ordinary shares of HK$0.1 each SRAEE.1EITH LB
Authorised: VERE ¢
At incorporation PREE AR 37 3,900,000 390,000
Increase in authorised share capital SETERR ARG AN (KT aEi)
(note i) 9,996,100,000 999,610,000

At 31 December 2011

RZE——F+ZH=+—FH 10,000,000,000

1,000,000,000

Issued and fully paid: BETRAR
At incorporation N R D AVALS 1 0.1
Issued in consideration for the {EB W EEMerit Leaderz
acquisition of the entire share capital BRI EmETT
of Merit Leader 49,999 4,999.9
Capitalisation issue (note ii) B EELT (ML) 239,950,000 23,995,000
Issue of shares pursuant to the global RIE 2 IR E 1T,
offering (note iii) (Ktaiii) 80,000,000 8,000,000
At 31 December 2011 RZT——F+=H
=g 320,000,000 32,000,000

China Vehicle Components Technology Holdings Limited
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27. SHARE CAPITAL (Cont'd)

27. BRAR(Z&

2011 2010
—=E——fF —E-EF
RMB’000 RMB'000
AR¥TT ARETTT
Share capital presented in consolidated RERE G TRERINR Z A
statement of financial position 26,217 330

Notes:

(i)

(ii)

(iii)

On 19 October 2011, pursuant to written resolution passed by
all shareholders, the authorised share capital of the Company
was increased from HK$390,000 to HK$1,000,000,000 by
creation of 9,996,100,000 new shares ranking pari passu
in all respects with the shares then in issue taking effect
conditionally upon the completion of listing the shares of the
Company on the Stock Exchange.

Pursuant to written resolutions of all the shareholders
passed on 19 October 2011, the directors of the Company
were authorised, and resolved to capitalise HK$23,995,000
(approximately RMB19,659,000) standing to the credit of the
share premium account of the Company by applying such sum
in paying up in full at par of 239,950,000 shares conditional
upon the completion of listing of the shares of the Company
on the Stock Exchange.

On 11 November 2011, 80,000,000 shares of HK$0.10 each
of the Company, amounting to HK$8,000,000 (approximately
RMB6,554,000), were issued at HK$1.40 per share by way of
placing and public offering and the Company’s shares have
then listed on the Main Board of the Stock Exchange.

The share capital at 31 December 2010 represents issued
share capital of Merit Leader.

(i)

(i)

(iii)

N

BEIEREA-_ZE——F+A+NLBERSE
H)E EDRZR S - #£125%9,996,100,000 8% 1 %
D (ZEROESHTEHRREZITROZER
LSRR - AR RHEE R A 5390,00075
JL3% 2 1,000,000,00078 7T + HEARFAR AR
DR AT EMTER B S A

BEZERER-_Z——FTATNLBRA
MEBERER AR EEERERHRR
AR R RRD AR ER R AT LT « BRI
A R A7 5 (B BR AT AR 2 23,995,0007 7T (49
AR#19,659,0007T) © fEAZKIBLE B
£239,950,0008%17

R=ZF——%+—A+—8 A2RA
80,000,000% &AL EI1E0. 1078 T RIAR (5 (& £
SAEBET(HWARE654EET)) RBAE
B ARBERGRA0BTHERET K
A RIS E BB R FTER ET0 ©

T—TE+- A=+ B ZBANE

Merit LeaderZ B 37TIAN »

FEERENENEERERAT
T —FFH
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28.

29.

&

SHARE BASED PAYMENT TRANSACTION 28. AR 7 5 E 1 5 A
During the year ended 31 December 2010, the Founders HE_ZT-ZTF+-A=+—HLFER "
granted 3.95% equity interest of Merit Leader to Bl ARBEEINRNE TRREBASRT
certain senior management of Nanyang Xijian as share Merit Leader 3.95% HYRRIEVE B LARR D &
based awards (the “Awards”) which was fully vested EptrysemE ([ 228 ) (MR A R T 25
upon the grant date. No consideration is payable on B) - #TROBEZNRE - mEREN &
the grant of the shares and no vesting period/condition MR ER B, KT - BB AFETER—
attached to the Awards. The fair value of the Awards REAANE EEEEA B LA ERMEEMRD
was determined based on a valuation performed by AP EBTAEMBRARTAEM]) - KAM
Jones Lang LaSalle Sallmanns Limited (“Sallmanns”), A2 E T BRI 2 = J5 ¥ Merit Leaderfi&
a firm of independent qualified valuer not connected PEIRER G METHHEEE - #E_T
to the Group, using a market approach by reference to —ZTFE+ZA=T—HIEFER  KEEH
recent equity transactions of the shares of Merit Leader REESSRAST ARKISITSEET © WiF
with independent third parties. The Group recorded FEFARE N BB AR -
total expenses of RMB9,875,000 during the year ended
31 December 2010 in respect of the Awards, with a
corresponding adjustment to the capital reserve as
contribution from the Founders.
OPERATING LEASE COMMITMENTS 29, REHERE
The Group as lessee AEBEEREBEA
The minimum lease payment under operating lease in HE-T——F+-A=1+—HIFE 1
respect of office premises amounted to RMB2,266,000 BEEHERHADENSKERENTKA
(2010: RMB2,307,000) for the year ended 31 December ARBE2266BETTL(ZE—ZTF : AR
2011. 2.307B&TT) °
At the end of the reporting period, the Group had RIWEHR - AEERBE IS EHE
commitments for future lease payments under non- AR R ERNFAEN D EBERAT
cancellable operating leases which fall due as follows:
2011 2010
—E——F —E-TF
RMB’000 RMB'000
ARBT T ARETIT
Within one year —FR 1,441 3563
Between second and fifth year inclusive F_EFERFM
(REERRE) 32 -
1,473 353

Operating lease payments represent rental payable by the
Group for certain office premises. Leases are negotiated
for a term of 1 to 2 years with fixed rental.

China Vehicle Components Technology Holdings Limited
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29. OPERATING LEASE COMMITMENTS (Cont'd) 29. R&HEHEE(E)

The Group as lessor AEEEREHBEA
At the end of the reporting period, the Group had REREHIR - AEBERE THESEAREAZ
contracted with tenants in respect of certain machineries RRGEEERFIERLT ¢

for the following future minimum lease payments:

2011 2010
—=E——fF —E-TEF
RMB’000 RMB’000
ARBFT ARETT
Within one year —FR 5,000 4,000
Between second and fifth year inclusive F_EERFM
(BEERME) - 4,000
5,000 8,000
30. OTHER COMMITMENTS 30. HthAEE
2011 2010
S —2-2F
RMB’000 RMB’000

ARBTR ARETTT

Capital expenditure in respect of acquisition WREEIE MK 2s )& AN F 2
of plant and machinery

— Contracted for but not provided in the — BRI ABERREGRE M1

consolidated financial statements R 36,020 28,725

31. RELATED PARTY DISCLOSURES 31. BEHAOEE
(a) At the end of the reporting period, the Group has (a) REHREHR - AEBEEK T O

the following balances with related parties: BRANE
2011 2010
—E——F —T-TF
Name of related parties Relationship Non-trade Non-trade
)yt & kRB e
RMB’000 RMB'000

AR®TR ARBTT

Amounts due from (to) shareholders

JEN (17 )R K E
Megabiz Group Limited (“Megabiz"”) Company controlled by
(notes 1 and 2) Mr. Xi Chun Ying
Megabiz Group Limited([ Megabiz ) ZEH MR A A
(Hat1k2) - 330
Guang Da Investments Holdings Limited Company controlled by
KRB BR AT (note 1) the Founders
KRR EERBRARI(HET) eI A A F] - (70,068)

TEEREHRENEERERAT
T —FFH
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31.

=

RELATED PARTY DISCLOSURES (Cont’d) 31. BEAIKEEZ)
(a) (Contd) (@) (&)
Notes: Kiat -
1. The balances were interest free, unsecured and without 1. ZEREBAEE BEEAKEETEER

fixed repayment terms.

2. Maximum amount outstanding for the year ended 31 2.
December 2010 and 2011 are as follows:

AR -

RBE-F-FFER-F 1=
A=+ BLEEANENRBEE
o

2011 2010
S —z-%%
RMB’000 RMB'000
ARBFR ARBFIT
Megabiz Megabiz 330 330
(b) During the year ended 31 December 2010 and (b) REBE-_ZT—ZTFR-_ZFT——F+=
2011, the Group provided the following financial A=+—BHLFE  F5ER@EHS
guarantees to related parties: AT R
2011 2010
—E——F —E-FF
Name of related parties Relationship Non-trade Non-trade
S a8 ke kB RS
RMB’000 RMB'000
ARET ARET T
mAfsEREAFEERAT Company controlled by
Mr. Xi Chun Ying
SR EHEDE RSN AR - 30,000
e T ERERAT Company controlled by
Mr. Xi Chun Ying
R EHEDE TSN AR - 30,000
Nanyang Sanbo (see Note 32) Company controlled by
mfS =18 (2 #:32) Mr. Xi Chun Ying
ZEHENE TSN AR - 15,900
The fair value of financial guarantees contracts at BBEREANRENB BN FELAE
date of inception is insignificant. X
The guarantees have been fully released during the ZERRRBEZE—F+-A=1+—H
year ended 31 December 2011. IEFEE RS -

China Vehicle Components Technology Holdings Limited
Annual Report 2011



31. RELATED PARTY DISCLOSURES (Cont’d)

31. BEAKEE)

(c) Compensation of key management (c) FEEEASIRMN
personnel
The remuneration of directors and other members NEZT—ZEFR T ——F+=
of key management during the year ended 31 A=+—HILFE EEKEMEE
December 2010 and 2011 were as follows: BEEABWEFMAT
2011 2010
—EB——fF ZET—TF
RMB’000 RMB’000
AR%T T ARBFIT
Short-term benefits EHEIER 2,592 1,824
Post-employment benefits RIKER 59 52
Share-based payment LARR A7 70 B 18 25 B - 9,875
2,651 11,751
32. OTHER FINANCIAL LIABILITY 32. Hivemas
Financial guarantee RMB’000
B HER ARBFIT
At 1 January 2010 RZE—FF—HA—H 16,992
Addition during the year JiNGEESbE I 2,709
At 31 December 2010 R-E—ZF+_HA=+—H 19,701
Release during the year RE RN (19,701)

At 31 December 2011

RZF—FF+=—A=+—H

The balance represents financial guarantees provided to
Nanyang Sanbo and measured at the higher of (a) the
amount determined in accordance with HKAS 37 which
represented probable amount of economic outflows

ARSI TR TR =AM SRR - AR
UNTBREETE@BBEEE G ERFEI7
SREER SRR (AR AEEIRENMBER
BHREL BREIRE R EEBM A e

reliably estimated by the management arose from the EREERLEERE) | RO P ERN

financial guarantee contracts provided by the Group; and
(b) the amount initially recognised, which represented

fair values of the financial guarantee contracts, less
cumulative amortisation recognised in accordance with

HKAS 18.

TEEREHRENEERERAT
—T——FFR

(AFBREFRANNAFE)BREEEES
R8I RER R R AT BN
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32.

e

OTHER FINANCIAL LIABILITY (Cont'd)

In 2008, Nanyang Xijian provided financial guarantees to
Nanyang Sanbo in relation to bank loans from Nanyang
City Commercial Bank (“NCCB") for RMB13,700,000
in aggregate. In December 2008, Nanyang Xijian
entered into a memorandum of understanding with a
shareholder of Nanyang Sanbo (the “NS Shareholder”)
(the “MQOU"), pursuant to which the NS Shareholder
agreed to reimburse Nanyang Xijian all losses should
Nanyang Xijian be demanded by NCCB to fulfill its joint
guarantee obligation towards Nanyang Sanbo. Starting
from 31 December 2008, Nanyang Sanbo had defaulted
repayment of the loans.

On 6 December 2010, NCCB commenced legal
proceedings against Nanyang Sanbo demanded
repayment of default loans with an aggregate principal
amount of RMB23,500,000, pursuant to which Nanyang
Xijian was a guarantor in respect of RMB13,700,000
assumed joint liability, and associated interest and
penalties thereon.

On 22 March 2011, the first judgment was issued
ordering Nanyang Sanbo to repay NCCB in full as
demanded by the plaintiff, and that Nanyang Xijian shall
carry out its guarantee obligations within the scope of the
guarantee agreement. On 12 April 2011, Nanyang Sanbo
appealed against the decision.

Provisions of RMB19,701,000 representing aggregate
amount of principal of relevant default loans, interests
and penalties, have been provided for as at 31 December
2010, regarding this guarantee. Taking into account of the
MOU with the NS Shareholder, a corresponding receivable
from the NS Shareholder (including in other receivables)
amounting to RMB19,701,000 were recognised as at 31
December 2010.
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HttemasE(E)
R_FT)N\F - @R REmEETREE
RIT((FEEEBERITDORTEREEAR
¥13 TR ETAEE =B IRHMTEER - X
—ETNF1TA - BN ERE=ER
— &R (FEE =R ) AT R R E ek
(M=) - Bt - mE=1ERRA
B AR AR RITEREITR
HElE = AREREE - RIBREREMN
BEFARR - BE—FTFN\F+_A=1—
B BE=B-EEREEER -

R-T—TF+-AAA - ABHERTY
B = BREARNN  EREEASEE
BARE23SERTMROEN - ik - 7
BARIEAARK I3 TABTNERA - A

AYEBHEE - WAXMNBEMN S RER -

R-E——F=A=+=H  —FH*rES
MG = mEEE R TEREERENE
kS EE - MEBIRARITER G EHE
AWERET - R _T—FWA+=H -
MR =1 E R Eaf -

RZE—ZTF+=-_A=+—H0 " BHEE
ROBIGHREBBEARBARKE197018 8
T (AEEENERNANS 5 - FI8 RS
K)o KET B RS = 1SR R AT SRR R (B
Sk RZZE—EF+_A=1+—AERE
W 78 b5 = 199 AR BR B9 4B FE 5K 08 (T A B Ath FE LR
HIE)ARE19.70158 T °



32. OTHER FINANCIAL LIABILITY (Cont'd)

On 21 April 2011, the NS Shareholder submitted a
request to the Nanyang City Government in relation to
the release of the guarantee obligations of Nanyang Xijian
with respect to default loans of Nanyang Sanbo, and was
approved by the mayor of Nanyang City. On 6 May 2011,
NCCB, the NS Shareholder, Nanyang Xijian and Nanyang
Sanbo executed a “Letter of undertaking in relation to
the release of the guarantee by Nanyang Xijian to NCCB”
(“Letter of Undertaking”), pursuant to which the parties
agreed and confirmed that:

(@) All the guarantee obligations of Nanyang Xijian to
NCCB in respect of the default loans of Nanyang
Sanbo are to be released, and Nanyang Xijian shall
have no further guarantee obligations or any other
related obligations. NCCB shall completely withdraw
its claim against Nanyang Xijian; and

(b)  The Letter of Undertaking shall be irrevocable from
the date of execution.

Pursuant to the Letter of Undertaking, the financial
guarantee liability and receivables from a shareholder of
Nanyang Sanbo were derecognised concurrently. No gain
or loss arising from the financial guarantee or resulted
from the Letter of Undertaking was recognised during the
the year ended 2010 and 2011.

No other guarantees to the banks were provided to
related parties for the year ended 31 December 2010 and
2011 other than those disclosed in Note 31(b) and those
to Nanyang Sanbo as mentioned above.
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33. PROVISIONS 33. BfE
Warranty
Provision Litigation Total
RIERE Eig/ st
RMB'000 RMB'000 RMB'000
ARETT ARETTT ARBT T
(note i) (note ii)
(B&ED (Ffd3Eii)
At 1 January 2010 RZZE—TF—H—H 1,628 - 1,628
Additions =0 11,523 2,900 14,423
Utilisations A (8,367) = (8,367)
At 31 December 2010 RZE—TF+A
and 1 January 2011 =t+—BR=-T—%F
—H—H 4,784 2,900 7,684
Additions By )l)| 11,164 - 11,164
Utilisations/release A, R (8,320) (2,900) (11,220)
At 31 December 2011 R-_TE——F+_H
=+—H 7,628 - 7,628
Notes: Hiat -

(i) The warranty provision represents management'’s best (i)
estimate of the Group's liability under an average warranty
period of two years granted on products, based on prior

experience for defective products.

(ii) Legal proceedings

(ii)

1. On 31 May 2010, Biyadi Automobile Company
Limited (Eb a3 AR AR]) (“Biyadi”) commenced
proceedings against Nanyang Xijian in relation to a
contractual dispute, claiming damages in respect of
a batch of goods which were returned due to quality
issues. On 6 December 2010, the judgment of the
legal proceeding was delivered and Nanyang Xijian
was ordered to settle compensation of approximately
RMB2,951,000 to Biyadi. Provision of RMB2,900,000
was made as of 31 December 2010 regarding this case.
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33. PROVISIONS (Cont’d)
Notes: (Cont'd)

(Cont’d)

On 7 December 2011, Nanyang Xijian, Biyadi and a
wholly-owned subsidiary of Biyadi (together with Biyadi
referred to as Biyadi Group) entered into a settlement
agreement (the “Biyadi Settlement Agreement”).
Pursuant to the Biyadi Settlement Agreement, (a) all
the parties agreed that the outstanding balances of
receivables from Biyadi Group held by Nanyang Xijian
amounting to approximately RMB2,800,000 to be
offset against the compensation payable to Biyadi of
RMB2,951,000 in respect of legal proceeding disclosed
above; and (b) commencing from the date of the Biyadi
Settlement Agreement, all disputes relating to claims
and liabilities between Nanyang Xijian and Biyadi Group
shall be set off, all rights and obligations in relation
to the claims and liabilities between the parties up to
the date of the Biyadi Settlement Agreement shall
be terminated, and the parties shall have no other
disputes. Pursuant to the Biyadi Settlement Agreement,
the litigation provision of RMB2,900,000 and the
trade receivables of RMB2,800,000 in aggregate
were derecognised concurrently whereas a gain of
RMB100,000, being the difference between the two
outstanding balances was recognised in other gains.

Following to the Biyadi Settlement Agreement, all
claims commenced by Biyadi were settled on 7
December 2011.

On 23 June 2010, Jinguan Wangma commenced
proceedings against Nanyang Xijian in relation to a
contractual dispute, claiming an aggregate amount of
RMB18,000,000 allegedly owed by Nanyang Xijian to
Jinguan Wangma. Nanyang Xijian defended against
Jinguan Wangma on the basis that Nanyang Xijian did
not owe Jinguan Wangma any money. On 21 December
2010, Nanyang Xijian filed petition for dismissing the
charges and demanded approximately RMB2,150,000
from Jinguan Wangma as compensation. For the year
ended 31 December 2010 and 2011, no receivable
has been recognised in respect of the demanded
disbursement.
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33. PROVISIONS (Cont’d)
Notes: (Cont'd)

2. (Cont’d)

On 9 May 2011, Nanyang Xijian and Jinguan Wangma
entered into a settlement agreement (the “Settlement
Agreement”). Pursuant to the Settlement Agreement,
(a) Jinguan Wangma agreed that it shall unconditionally
and irrevocably withdraw its claim from the court on
the date of the Settlement Agreement; (b) commencing
from the date of the Settlement Agreement, all disputes
relating to claims and liabilities between both parties
shall be set off, all rights and obligations in relation to
the claims and liabilities between the parties up to the
date of the Settlement Agreement shall be terminated,
and the parties shall have no other disputes; and (c)
both parties agreed that the outstanding balances of
payables to Jinguan Wangma to be offset against the
receivable from Jinguan Wangma held by Nanyang
Xijian. As a result, the Group recognises a gain of
approximately RMB5,367,000, being the difference
between the receivable from Jinguan Wangma of
RMB10,076,000 and the payable to Jinguan Wangma of
RMB15,443,000, upon the completion of the Settlement
Agreement. For the year ended 31 December 2010 and
2011, no provision had been made on this case as in the
opinion of the Company’s PRC legal counsel, the case
was in favour to the Group on sound grounds.

Following to the Settlement Agreement, all claims
commenced by Jinguan Wangma or Nanyang Xijian
were withdrawn and approved by relevant PRC court on
11 May 2011.

34. RETIREMENT BENEFIT PLAN

The employees of the Group are members of state-
managed retirement benefit scheme operated by the PRC
government. The Company's subsidiaries are required
to contribute a certain percentage of payroll costs to the
retirement benefit scheme to fund the benefits. The only
obligation of the Group with respect to the retirement
benefit scheme is to make the required contributions
under the scheme.

China Vehicle Components Technology Holdings Limited
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RZZE——FHANE ' BEMNR
814 7 T 75 5T 32 AR 1 35 ([ AR 17
#1)  cBREBENEHE  QeTEH
B B A TR 75 B HA M R 1 R AN A)
E#ER BB R R ¢ (b) 8 AR =
2B BREFHRRETNME
Wan T LA - BENSEHZEEHE
BETRRRBEANMAERTIRER
FURIE - EFBEEMALS Ko
EHREEMNESEIBHRERES
B 50T R BT A MBI & 78 E RS A9
FIEE FRIES o Fit - RANRHET
K& AEERR—SREHARE
5,367,0007C (BN fE W & 78 F 35 O 5118
AR %10,076,0007T £ fE & & T 15
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35. MAJOR NON-CASH TRANSACTION 35. FEHFRERS
1. During the year ended 31 December 2011, the 1. BEZZE——F+ZA=1T—HItF
balance of receivables from Biyadi Group amounting [E - WREMFES3)1 FTE b IR A AR
to approximately RMB2,800,000 was offset against ek - FEURLE TR & BRI RRIBAE 8R40
litigation provision of RMB2,900,000 pursuant to the AR287 BT EERFLRBEA
Biyadi Settlement Agreement set out in Note 33(ii)1. B2 98 &TTIHE K °

BE-_FT S+t A=+—HL
FE 1R B RE3300)2 BT & AR 1
o ERSTIBNFTEABRARE
10.076 & & T EE £ 1 F i8I FRIA
AR5 443E B THEKSE ©

2. During the year ended 31 December 2011, the 2.
balance of receivables from Jinguan Wangma
amounting to RMB10,076,000 was offset against
payables to Jinguan Wangma amounting to
RMB15,443,000 pursuant to the Settlement
Agreement set out in Note 33(ii)2.

3. During the year ended 31 December 2011, 3. HET——F+-_A=+—HLHF
the balance of receivable from NS shareholder £ RIEMIEEI2PTHE - U FEIS =]
amounting to RMB19,701,000 was offset against RERA G ARE19.701 B EILER

other financial liability of the same amount as set KeBMEMe R ERE K -

out in Note 32.

36. PARTICULARS OF SUBSIDIARIES 36.

As 31 December 2011, the Company has the following
indirectly held, unless otherwise stated, subsidiaries:

O PR
RZE—F+ZA=+—0H RIFESHFM
18 ARBEEATHEFENMBAR

Place and date of Issued and fully Effective equity
Name of incorporation/ paid share/  interest attributable
subsidiary establishment registered capital to the Group Principal activities Legal form
AL/ R BRITRAR AREELER
WEARER HERAH R/ HRBA RAER TEEK EEFA
2011 2010
ZE--f —E-%f
Merit leader British Virgin Islands US$50,000 100% 100%  Investment holding Private limited liability
("BVI") 0000ET  (directly)  (directly) HREAER company
10 March 2010 (B%) (%) ABRAR
RERAHE
(EBRxES])
“T-ZF-ATH
Guang Da Automotive Hong Kong HK$1 100% 100%  Investment holding Private limited liability
FAEREH 14 June 2010 AT REER company
& ABRA

“Z-ZF ATEA

TEEREHRENEERERAT
T —FFH
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36. PARTICULARS OF SUBSIDIARIES (Cont'd)

37.
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36. MEBLARFHEE)

Place and date of Issued and fully Effective equity
Name of incorporation/ paid share/  interest attributable
subsidiary establishment registered capital to the Group Principal activities Legal form
HRAL/ R BRARMR REEELER
WELARER HERAH R/ ERRK ey i TEER EERE
201 2010
“2--f %%
Nanyang Xijian People's Republic of China ~ HK$170,000,000 100% 100%  Research, development  Foreign invested limited
i ("PRC") 10BEAT and manufacture liability company
23 June 2005 of automobile NERERRAT
AR AR ([PE) shock absorber and
“ZTRFAAZT=A suspension system
products
e REERERRER
Haikou Danjiang Auto Shock ~ PRC RMB1,000,000 100% 100%*  Not yet commenced Domestic limited liability
Absorber Company Limited 20 March 2006 ARB1BET business company
“Haikou Danjiang”) E HARIRE ERERAT
BOTAERHRR “EERE-ATA
ARAR(EAL])
Nanyang Ying Saite Vehicle ~ PRC RMB5,000,000 100% 100%  Trading of shock Domestic limited liability
Shock Absorber Company 19 March 2007 AEEERET absorber and related company
Limited ("Ying Saite") q: components NERAR
ElESGEL N “EERE-ATNA EERRER
ARAR(HEE]) REZHH
@ Nanyang Xijian exercised effective control over Haikou Danjiang * FE RS HTR B8 O fHIRC S B B LA SRS B B)E

through contractual agreements with two individuals equity
holders of Haikou Danjiang since the date of establishment of
Haikou Danjiang up to 28 September 2011, the date Nanyang
Xijian obtained the legal ownership of Haikou Danjiang from

the two individual equity holders.

SHARE OPTION SCHEME
Pursuant to an ordinary resolution passed in the
Company's special general meeting held on 19 October
2011, the Company approved and adopted a share option
scheme (the “Scheme”) which will remain in force for a
period of 10 years from the date of its adoption. Details
of the Scheme are set out in section titled ‘Share Option
Scheme’ in the annual reports.

China Vehicle Components Technology Holdings Limited
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37.

38.

SHARE OPTION SCHEME (Cont'd)

During the year ended 31 December 2011, no share
options were granted under the Scheme by the Company.
In addition, as of 31 December 2011, no share options

under the Scheme were outstanding.

37. EBREE(E)

HE

A R
DRUBARAR IR BRI RAE « M5 -
—E——#t-A=+—A - BEERET

STATEMENT OF FINANCIAL POSITION OF

BT T R ARTTE Z BBAE -

38. A EIB AR EK

THE COMPANY
2011
—E——F
RMB’000
AR®T T
NON-CURRENT ASSETS FREEE
Investment in a subsidiary R—EMBARMIEE 73,939
Amount due from a subsidiary JE U — IR B A R ZE 70,068
144,007
CURRENT ASSET RBEE
Bank balances and cash IRITEBERS 551
TOTAL ASSETS BEHAE 144,558
CURRENT LIABILITY REBaE
Trade and other payables B 5 REAFERFIA 1,775
NET CURRENT LIABILITY RBEERE (1,224)
TOTAL ASSETS LESS CURRENT LIABILITY EEABRABEE 142,783
OWNER'S EQUITY BE AER
Share capital A&z 26,217
Reserves (Note) E ) 109,873
TOTAL OWNER'S EQUITY BEARSESH 136,090
NON-CURRENT LIABILITY ERBERE
Amount due to a subsidiary e — BT B A RIFRIE 6,693
TOTAL LIABILITY AND OWNER'S EQUITY EEREEAERE 144,558

Note: Reserves comprise share premium of RMB125,271,000 and

accumulated losses of RMB15,398,000.
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In this annual report (other than the Independent Auditor’s
Report and Financial Information), unless the context otherwise
requires, the following expression shall have the following

meanings:

"12th Five-Year Plan”
"2011 Financial Year"

“AGM"

"Articles”

"Automobile Aftermarket”

“Beijing Automobile”
“Board"
“BVI"

“Changan Automobile”

“Chery”

“Chonggqing Lifan”

“Company”

"Director(s)”

&

Annual Report 2011

the Twelfth Five-Year Plan for the National
Economic and Social Development

for the financial year ended 31 December 2011

Annual general meeting of the Company

the Articles of Association of the Company, as
amended from time to time

the secondary market of the automobile industry,
concerned with the manufacturing, remanufacturing,
distribution, retailing and installation of vehicle
parts equipment and accessories after the sale of
automobile by the original equipment manufacturer
to the consumers

Beijing Automobile Works Co., Ltd ({t ®/5ERE
iR A7), our customer, an Independent Third
Party

the board of Directors of the Company
the British Virgin Islands

Chongging Changan Automobile Co., Ltd (BB &K%
EEERR B RAR]), our customer, an Independent
Third Party

Chery Automobile Co., Ltd (B SERHERA ),
ourcustomer, an Independent Third Party

Chongging Lifan Passenger Vehicle Co., Ltd. (EE
HMEABEAR D), our customer, an Independent
Third Party

China Vehicle Components Technology Holdings
Limited (FEEFTHARRERERAA), an
exempted company incorporated in the Cayman
Islands with limited liability, the shares of which are
listed on the Stock Exchange

the director(s) of the Company

China Vehicle Components Technology Holdings Limited
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“Dongfeng Automobile”

"Dongfeng Peugeot”

“FAW-Volkswagen”

"Geely”

"Group”

"Haima Auto”

“INED(s)"

"Jianghuai Automobile”

“King Win"

“Listing Rules”

"Model Code”

“Nanyang Cijan"

"OEM Market"”

Dongfeng Automobile Co., Ltd. (EE5ERAER
A &), our customer, an Independent Third Party

Dongfeng Peugeot Citroen Automobile Company
Ltd (f@ 8 5EER A7), our customer, an
Independent Third Party

FAW-Volkswagen Automobile Company Ltd (—35
RFAEARE AT, our customer, an Independent
Third Party

Zhejiang Geely Automobile Parts and Components
Purchase Limited (#f/ L& F AEZTHRBEARAF),
our customer, an Independent Third Party

the Company and its subsidiaries

FAW Haima Automobile Co., Ltd. (—/58F/REHE
FRZA 7)), our customer, an Independent Third Party

the independent non-executive Directors

Anhui Jianghuai Automobile Co., Ltd (Z#I TS
BB RN T, our customer, an Independent Third
Party

King Win Capital Limited (2R EEHR AT, a
company incorporated in the BVI with limited
liability on 1 July 2010, a Shareholder and is owned
as t0 50% by Xie Qingxi (#/EE) (a non-executive
Director) and 50% by Zhang Chuanyong(GR{EE)

the Rules Governing the Listing of Securities on the
Stock Exchange

Model Code for Securities Transactions by Directors
of Listed Issuers

Nanyang Cijan Auto Shock Absorber Co., Ltd. (&
AR TR IREE AR AR (formerly known as
Nanyang Jinguan Auto Shock Absorber Co., Ltd
(fEem B RkEARAF)), a wholly foreign
owned enterprise established in China on 23 June
2005 and one of our wholly-owned subsidiaries

the automobile market of original automobile
manufacturers
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“Plenty Venture” Plenty Venture Holdings Limited (BB AR
A@)), a company incorporated in the BVI with
limited liability on 1 July 2010, a Shareholder and is
respectively owned as to 63.93% by Zhao Zhijun
(#EF) (an executive Director), 5.48% by Liu
Baojun (2R %), 4.57% by Zhao Zeng (1%), 4.57%
by Wang Wenbo (£30%) (an executive Director),
4.57% by Zhu Xinyao (#%#8), 4.57% by Liu
Yonghong (2I7K4T), 4.57% by Chu Zihua ((k BZE),
4.11% by Liu Jinyong (247k), and 3.65% by Yang
Weixia (15 E) (an executive Director), all being the
Senior Management

"PRC" the People’s Republic of China which excludes
Hong Kong, the Macau Special Administrative
Region of the PRC and Taiwan

BREREBRAR - —HRZZ
—ZFE+A-RERBRLHSE
AMKLOEREEAR AR
ERABIAHEEE (BTES)
BRE B IR(HOE
EDREiil R A N=ER
ek BEEMITES)(Y
ARRERE)EB6393%
548% - 457% - 457% °
457% -~ 457% -~ 457% -
4.11% J%3.66% 2

PEARKNE  TREES
PR HITHERAE

“Prospectus” the prospectus of the Company dated 11 November AREHBA-E——F+—f
2011 T-BRRER

“RMB" Renminbi, the lawful currency of the PRC FRAEEEBARK

“SAIC Motor” SAIC Motor Corporation Limited (3§58 £E R LEARBEEROGERAR &
A BRAT]), our customer, an Independent Third MNEF BYE=H
Party

“SFO" Securities and Futures Ordinance (Chapter 571 of  [BALEIEIER] 3 BEEOFENEEARHE
the laws of Hong Kong) {41

“Share Option Scheme”  the share option scheme adopted by the Company  [BER%E:TE] B ARABRBEARRRER-Z

pursuant to the written resolutions of the
Shareholders of the Company passed on 19 October
2011

“Shares” the ordinary shares issued by the Company, with a
nominal value of HK$0.10 each

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“Wealth Max" Wealth Max Holdings Limited, a company
incorporated in the BVI with limited liability on 12
July 2010, our Controlling Shareholder and is wholly
beneficially owned by Mr. Xi Chunying

“Wingco Development”  Wingco Development Limited (25 &R A7), a
company incorporated in the BVI with limited liability
on 5 July 2010, a Shareholder and is respectively
owned as to 45.46% by Fu Pengxu ({/8) (a non-
executive Director), 27.27% by Zhang Guangliang
(3RE =) and 27.27% by Dou Changlun (& &)

China Vehicle Components Technology Holdings Limited
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