[T

FPEREMEFBFRRERERAF

China Vehicle Components Technology Holdings Limited

(REEFHE M 2BRA 7)) (Incorporated in the Cayman Islands with limited liability)
B 431%3% Stock Code:1269

ANNUAL REPORT 2012
2012% %




23

31

45

58

Corporate Information

DFEH

Financial Summary

MBERBR

Chairman’s Statement

EFEHE

Management Discussion and Analysis

EEENWR D

Profiles of Directors and Senior Management

EEREREEEEE

Directors’ Report

ExeRsE

Corporate Governance Report

EEERRSE

Independent Auditor's Report
B REEERE

60 Consolidated Statement of Comprehensive Income

FEEERER

61 Consolidated Statement of Financial Position

mEUBRRR

63 Consolidated Statement of Changes in Equity
mEERSER

65 Consolidated Statement of Cash Flows
GZERERER

67 Notes to the Financial Statements

PSRRI

134 Glossary
AR




Corporate Information
NEIEHR

BOARD OF DIRECTORS
Executive Directors

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

Ms. YANG Weixia

Non-executive Directors

Mr. Wilson SEA (Chairman), (formerly known as
Mr. Xi Chunying)

Mr. XIE Qingxi

Mr. FU Pengxu

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

Mr. LI Zhigiang

Mr. ZHANG Jinhua

AUDIT COMMITTEE

Mr. CHU Kin Wang, Peleus (Chairman)
Mr. LI Zhigiang

Mr. ZHANG Jinhua

REMUNERATION COMMITTEE

Mr. ZHANG Jinhua (Chairman, from 23 March 2012)
Mr. ZHAO Zhijun (Chairman, prior to 23 March 2012)
Mr. CHU Kin Wang, Peleus

NOMINATION COMMITTEE
Mr. Wilson SEA (Chairman)

Mr. CHU Kin Wang, Peleus

Mr. ZHANG Jinhua

COMPANY SECRETARY
Mr. HUNG Man Yuk, Dicson

AUTHORISED REPRESENTATIVES
Mr. HUNG Man Yuk, Dicson
Ms. YANG Weixia

COMPLIANCE ADVISER
First Shanghai Capital Limited

PRINCIPAL BANKERS

China Construction Bank Corporation (Nanyang Branch)

Bank of Communications Co., Ltd. (Nanyang Branch)

China Vehicle Components Technology Holdings Limited
Annual Report 2012

Exg

HITES
MEE S (TTRARR)
E30R S
BRELL

FHITESE

Wilson SEA% A (£ /&)
(FI B &5 4 )

WEERE

MR EAE

BYFHTES
RERFLE
FEBALE
SRAEESRE

BREES
REBSE(ER)
FRERSE
RS

FHWEES

REERLE(ZE R-F—
BEERE(EZE RZF—

RERFLE

REZE®
Wilson SEASEA (£ /&)
KEREE

REE LA

RAWE
REIRSEE
BERAX
HEIBSEE

BRELt

EREM
B LSMAARAT

FEERELT

PEBERRITAD AR AR (M

B2017)
ZBIRITBMER AR (EBEDTT)



AUDITORS

Deloitte Touche Tohmatsu
Certified Public Accountants

REGISTERED OFFICE

Cricket Square, Hutchins Drive

P.O. Box 2681, Grand Cayman KY1-1111
Cayman Islands

PRINCIPAL PLACE OF BUSINESS
IN HONG KONG

Unit 390, 3rd Floor, Peninsula Centre

67 Mody Road, Tsimshatsui East

Kowloon

Hong Kong

PRINCIPAL PLACE OF BUSINESS
IN THE PRC

No. 76 Laojie, Xichuan County

Henan Province

PRC

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Royal Bank of Canada Trust Company (Cayman) Limited

4th Floor, Royal Bank House

24 Shedden Road, George Town

Grand Cayman KY1-1110

Cayman Islands

HONG KONG BRANCH SHARE
REGISTRAR AND TRANSFER OFFICE

Tricor Investor Services Limited

26th Floor, Tesbury Centre

28 Queen’s Road East

Wanchai

Hong Kong

HONG KONG STOCK EXCHANGE
STOCK CODE
1269

COMPANY WEBSITE

http://www.china-cvct.com

BB ED
2% « BAEBRS BT
ES -]

BRI

Cricket Square, Hutchins Drive

P.0. Box 2681, Grand Cayman KY1-1111
Cayman Islands

BEBTEEEME

B

TUBE

R IR R EPEEHEO7 55
F 5T L3EI0E

PEIERE MR

i
EIEEES)
M55EHT765%

RGBFELARE

Royal Bank of Canada Trust Company (Cayman) Limited
4th Floor, Royal Bank House

24 Shedden Road, George Town

Grand Cayman KY1-1110

Cayman Islands

EERHOBEERLDE
BEBREELAERAR

BB

T

EEKER28%

S EER 261
BRI TRMOAR

1269

NGIE N

http://www.china-cvct.com

HEHEERESREREERERAR
T _FFR




Financial Summary
HBEREE

A summary of the published results, assets, liabilities and non-  AE@BEAEAMREE 2O HIEEE - BFE -
controlling interests of the Group for the last five financial years — B1{& & IEIEERT

is as follows:
RESULTS E4
Year ended 31 December
HE+T-BA=1+-HILEE
2012 2011 2010 2009 2008
—B--f Z—% ZZ-TF CZZTTNF —TT)N\F
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTRT ARETLT ARETT AREBTET ARETR
(Restated) ~ (Restated)  (Restated)  (Restated)
(K E5) (&=51) (&) (BE51)
Revenue Iz 498,834 556,868 543,716 392,505 297,331
Cost of sales SHEMA (400,622) (436,163) (417,291) (307,378) (232,868)
Gross profit EF 98,212 120,705 126,425 85,127 64,463
Other income and expenses, H A RF -
other gains and losses Eplzs e 8 5,979 53,212 4,224 7,926 12,721
Selling and distribution expenses 5% N7 $HE X (25,575) (24,236) (23,319 (17,762) (15,799
Research and development g
expenditure (17,600) (17,743) (16,299) (13,348) (4,174)
Administrative expenses 1TERY, (36,483) (32,817) (29,309) (18,964) (17,761)
Listing expenses Haiili b3 - (14,908) (2,599) - -
Finance costs RE A (13,317) (15,113) (14,921) (10,975) (17,242)
Profit before tax B AR A 11,216 69,100 44,202 32,004 22,208
Taxation FiiE (3,794) (12,207) (6,666) (3,629) (3,550)
Net profit i 7,422 56,893 37,536 28,375 18,658
Other comprehensive expense: Hib2HEbY
Exchange difference arising on BREFEAEN
translation =8 (207) - - - -
Profit attributable to: AT AL (G &R -
Equity holders of the Company ARAIREREA 7,215 56,893 37,636 28,229 16,051
Non-controlling interests Flaudiizr Ty - - - 146 2,607
Earnings per share - Basic (RMB) &l &F| —EA
(ARE) 0.02 0.23 0.16 0.12 0.07

Note: To conform with the presentation of the financial statements foryear 3 : AHEEE-—FT——F+_-_A=+—HIFFEFE
ended 31 December 2012, warranty expenses in the consolidated MR BINFER — 3 LA ERRYI 24262 HE

statements of comprehensive income for previous years shown WESFTEFERSY BREIRBR AR ETED -
above have been re-presented.
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As at 31 December
Wt=A=t-H
2012 2011 2010 2009 2008
—E--f —E——% ZE-TF ZTTNF ZTIN\F
RMB’000 RMB'000 RMB’000 RMB'000 RMB'000
AR®TR AR%®Trt AREBTT ARETT AR®ET

Non-current assets FERBEE 561,344 449,026 318,711 204,787 180,419
Current assets MEEE 384,047 455,521 411,191 544,160 340,510
Total assets BEMEE 945,391 904,547 729,902 748,947 520,929
Current liabilities mEaE (580,024) (462,911) (614,919) (585,454) (425,741)
Total assets less current liabilities  EELZBEMLZHEE 365,367 441,636 114,983 163,493 95,188
Non-current liabilities FrBaE (83,828) (167,312) (48,728) (45,013) (14,870)
Owner's equity PN 281,539 274,324 66,255 118,480 80,318
Non-controlling interests e - - - 7,109
Equity attributable to owners AREEEA

of the Company fEfL R 281,539 274,324 66,255 118,480 73,209

The financial information for each of the three years ended 31 HEZZ—ZF+-A=+—HIE=EAFESF
December 2010 has been prepared upon the Reorganisation EMPHERCHEARRR - MINEBEZERE (K
as if the group structure, at the time when the Shares were  MWRBERFT M) ABEFECLTFE - HEZ
listed on the Stock Exchange, had been in existence throughout ZT—ZEF+_A=+—HIE=HAFESFEE
the years concerned. The results for each of the three years #  ZZTZENF ZTTNFRZT—FTF+=
ended 31 December 2010, and the assets, liabilities and non- A=+T—H®EE - BENFEZEREZZNBR
controlling interests as at 31 December 2008, 2009 and 2010  EFEA ek o

have been extracted from the Prospectus.

REVENUE g A NET PROFIT &%)
RMB('000) A R¥FIT RMB('000) AER¥ET T
600,000 556,868 60,000 56,893
) ® 498834
500,000 543716 . 50,000
392,505
400,000 . 40,000 37,536
300,000 . 30,000 .
297,331 s
200,000 20,000 . '
18,658
100,000 10,000 \
7,422
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Chairman’s Statement
EiE

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 2012.

As the largest independent manufacturer of shock absorbers in the PRC, the Company has set the industry
benchmark by its strong technological capabilities, excellent product quality, good customer base, advanced cost
advantages as well as solid R&D and sales capabilities after more than 60 years of development. Owing to the
determination and dynamism of all staff, the Company successfully listed on the Stock Exchange in November
2011 not only laid an important milestone in its history, but also enlarged its capital base, accelerated the
business growth, strengthened its competitive edge and further enhanced the Company's leading position in the
industry as well.

Looking back into 2012, to respond to the changes and challenges of the automotive market in the PRC, the
Company expedited the integration of products, technologies and brand resources. By expanding production
facilities and improving manufacturing technologies, our annual production capacity has increased significantly to
15 million units of shock absorbers from 8 million units. In respect of market expansion, the Company not only
actively explored new customers in China's OEM market, but also fortified efforts to enter the overseas markets
such as Europe and USA and to develop the high speed railway segment. Meanwhile, in order to improve the
overall research and development capabilities, the Company took steps to establish the overseas research and
development centre on the base of our research centre in China to ensure that our products can satisfy customer
demands in domestic and overseas markets.

Furthermore, as private automobile ownership continued to grow, the Company actively developed the after-
sales market, strengthening the leading position of the “Danjiang” brand in the market.

Looking forward to 2013, the Company will further improve the modern corporate governance system. We take
measures to strengthen the Board's strategic guidance for the Group by setting up the Strategic Development
Committee in an attempt to formulate a clearer planning and direction for further development of the Company.
In respect of the market, focus will be laid on sales and market development. While increasing marketing efforts,
the Company will continue to implement the international marketing strategies so as to make sure that the ramp-
up production capacity can match with the sales and thus resulted a greater market share. In addition, we will
also initiate recruitment strategy for high-end technical professionals and explore partnership with players having
leading market resources. By introducing advanced international technologies, carrying out possible merger
and acquisition, speeding up the integration of downstream and upstream along the industrial chain, we set to
expedite the overall development pace to strengthen the leading position of the Company.

| 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 hard working. We believe we will continue to grow
strong and set sail towards creating greater value for all Shareholders.

Wilson SEA
Chairman and Non-executive Director
28 March 2013
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Management Discussion and Analysis
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“Due to changes in the domestic and global economies and the
overall market environment, the Group’s business encountered
challenges in 2012. Nevertheless, we achieved significant
progress in the expansion of our production capacity and the
development of our domestic aftermarket, thanks to the great
efforts of our entire staff. With support of the automotive
components industry from the Chinese government, we will
continue to implement the Group’s strategy, establish and
consolidate its leading position in the industry as well as deliver
long-term value to 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 over 60 years of experience in the automobile
industry. After years of development, the Group has become
a leading independent supplier of automobile shock-absorbers
in the PRC and has established stable long-term business
relationships with leading automobile manufacturers in the PRC,
including FAW-Volkswagen, Chery, Haima Auto, Dongfeng
Automobile, Beijing Automobile, Changan Automobile,
Chongging Lifan, Geely, Jianghuai Automobile, SAIC Motor and
Dongfeng Peugeot.
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MARKET REVIEW

Due to the slowdown of the macro-economy of the PRC and
the continuously sluggish external environment, the growth of
automobile sales in the PRC was slow. During the year ended
31 December 2012, the sales volume of automobiles in the
PRC achieved 19,306,400 units, representing a slight increase
of approximately 4.33% over the corresponding period of
2011 (Source: China Association of Automobile Manufacturers
http://www.caam.org.cn/zhengche/20130111/1605085434.html).
With close links to the automobile manufacturing industry, the
automotive component industry was considerably affected. In
light of the unfavorable market environment, some domestic-
branded automakers reduced their orders to component
suppliers. Meanwhile, domestic consumer price index in the
PRC has been increasing along with rising costs for labour and
raw materials, which brought adverse effects to the Group's
operation.

The Group’s main products are shock-absorbers for various
types of vehicles and 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
suite of automobile shock-absorber products comprises eleven
series, with more than 200 product models. In November
2012, the Group was awarded again the honorable designation
of national high and new technology enterprise. With two
major production bases in Xichuan County, Nanyang City,
Henan Province in the PRC with a total of 8 production lines,
the Group's annual production capacity for the year ended 31
December 2012 reached 8 million units of automobile shock-
absorbers. The Group sold approximately 4,422,000 units of
automobile shock-absorbers for the year ended 31 December
2012, representing a decrease of approximately 558,000 units
or 11.2% when compared to that of the last year. The Group's
operating revenue amounted to RMB498.8 million, representing
a decrease of RMB58.0 million or 10.4% when compared
to that of the last year. Profit attributable to shareholders
amounted to RMB7.4 million, representing a decline of
RMB49.5 million or 87.0%. Basic earnings per share amounted
to RMB2 cents. In terms of principal business segments,
domestic OEM business achieved a sales income of RMB445.1
million, accounting for 89.2% of the total income, while the
domestic automobile aftermarket business achieved a sales
income of RMB53.7 million, accounting for 10.8% of the total
income.
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Management Discussion and Analysis
EREN R D

DOMESTIC OEM MARKET

In 2012, as the downturn trend of the domestic automobile
industry in 2011 continued, domestic automakers generally
reduced their production volume, leading to a drop in demand
and orders for the Group's products. For the year ended
31 December 2012, the Group's sales volume of shock-
absorbers in the domestic OEM market amounted to 3,742,000
units, representing a decrease of approximately 728,000
units or 16.3% when compared to that of 2011. Under this
backdrop, the sales income derived from the domestic OEM
market for the year ended 31 December 2012 amounted
to RMB445.1 million, representing a decline of RMB72.7
million or approximately 14% when compared to that of the
corresponding period of 2011.

DOMESTIC AFTER-SALES MARKET

Despite the low demand from the domestic OEM market, the
Group stepped up its efforts to expand its after-sales market
and developed new products. With unremitted dedication to the
development of the after-sales market, the sales volume of the
Group recorded a respectable growth despite the unfavorable
market environment. For the year ended 31 December 2012,
the Group's sales income derived from the domestic after-sales
market amounted to RMB53.7 million, representing an increase
of RMB14.7 million or approximately 37.7% over that of 2011,
which was mainly driven by the growth in sales volume. For
the year ended 31 December 2012, the Group's sales volume
generated from the aftermarket was approximately 680,000
units, up by approximately 33.4% over that of 2011.
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OUTLOOK

The year of 2012 is an important transitional year for the PRC
government’s “12th Five-Year Plan”. In order to maintain a
steady and moderate economic growth, the PRC government
has continued to implement policies to stimulate domestic
demand, and continues to carry out the structural adjustment of
specific sectors based on its industrial revitalization plan. As one
of the ten industries to be developed under the revitalization
plan, the organizational structure of the automobile industry will
be optimized and upgraded, thereby driving the consumption
of automobiles as well as facilitating the fast recovery and long-
term development of the domestic automarket. The Group is
confident about the prospects of the automobile industry in the
PRC. Meanwhile, the “Foreign Investment Industrial Guidance
Catalogue (as amended in 2011) (HMEREEEIEERE (=
T——F{&%T) )), which was effective from 30 January 2012,
has made corresponding adjustments to the policies governing
the automobile industry by moving the focus from “automobile
manufacturing” to “production, research and development of
major components”. On 22 January 2013, twelve ministries
(including the Ministry of Industry and Information Technology
and National Development and Reform Commission) jointly
issued the “Guidance on accelerating corporate mergers and
restructuring of enterprises in key industries"” (B hNERYE
EBHTEPERIEHENIEEER) (below referred as the
“Guidance"), underscoring the concentration on development in
nine major industries. The Guidance puts forward a number of
measures regarding the integration of the automobile industry
and targets that by 2015, the top ten automobile market players
shall reach a market concentration of over 90%, which would
then create three to five sizable automobile conglomerates
with core competitive edges. We anticipate that development
of automobile players will be increasingly promising. Under
these circumstances, the automotive components industry is
expected to enjoy more policy supports and encouragement
from the State.

Looking ahead, the Group will continue to focus on its business
in domestic OEM market in the PRC to reinforce its current
leading position in the industry. Meanwhile, it will rapidly
increase its market share in the domestic after-sales market and
proactively expand into overseas markets. The Group's long-
term strategy eyes on establishing and enhancing its leading
position in the international OEM market and the domestic
after-sales market. The Group will continue to develop its
principal business and strengthen its core competitive edges.
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Management Discussion and Analysis
EREN R D

The Group aims to achieve these objectives by implementing
the following strategies:

(i)

(ii)

Expanding production facilities and enhancing
production technologies and efficiency

In order to cope with its plan to expand the product range,
market share and new business regions, the Group has
expanded production facilities and enhanced production
capacity through staged construction and investment by
the end of 31 December 2012. Currently, the Group owns
fifteen production lines with annual production capacity
of approximately 15,000,000 units of automobile shock-
absorbers. Meanwhile, the Group also increases the
ancillary production capacities of some major components
such as piston rods, storage tanks and working cylinders
S0 as to maintain its cost advantage and production quality
as well as minimizing its dependence on component
suppliers. The expansion of production facilities by
the Company in 2012 will help the Group to continue
to maintain its leading position in the shock-absorber
manufacturing industry in the PRC.

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

For the year ended 31 December 2012, approximately
89.2% of the Group's revenue was derived from the sales
in the domestic OEM market. On the one hand, the Group
will continue to supply quality, reliable and high-standard
products to those customers and further consolidate
the cooperation with them with an aim to be qualified to
supply existing customers with shock-absorbers of new
car models, and thus increase its market share in the
PRC. On the other hand, the Group will continue to gain
new customers in the domestic OEM market, as well as
extend its reach to the overseas OEMs (such as Europe
and North America) who purchase automobile parts and
components in the PRC.
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(iii)

At the end of June 2012, automobile ownership in
the PRC was already over 114,000,000 (source: China
Association of Automobile Manufacturers http://www.
caam.org.cn/hangye/20121109/1605081752.html). The
lifetime of automobile shock-absorbers is generally around
two years. 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 2012,
the sales amount in the automobile after-sales market
accounted for approximately 10.8% of the Group's
revenue. The Group will continuously strive to develop
the automobile after-sales market and further increase its
market share therein quickly by establishing a nation-wide
distribution network.

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

The Group has obtained approval from the Henan Province
Science and Technology Department (A EI4& BRI
EZ) to establish a Technology Research Centre for Shock
Absorbers Engineering in Henan Province (& /58
R 28 TR BT A 541 0). Pursuant to the approval, the
Group will establish a new domestic R&D centre in 2013
which will be equipped with sophisticated facilities from
overseas and qualified and experienced staff will also be
recruited, including foreign engineers, to work in this new
R&D centre. In December 2012, the Group’'s overseas
R&D centre in Europe was duly put into operation in Asti,
Italy, which will substantially enhance the Group’s R&D
capabilities in overseas shock absorber area and further
expand the European and US markets. Meanwhile, it will
also help to ensure the industry-leading position of shock
absorber technology of the PRC. The Group believes that
establishing R&D centres in both the PRC and Europe
concurrently will not only substantially enhance its overall
R&D capabilities and technology standard, but also build
its reputation and improve its corporate image as well
as the popularity of its products in the PRC, Europe and
North America.

(iii)
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(iv) REKFES

(iv) Maintaining cost advantages

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

Developing the shock absorber market for

railway transportation (high speed rails)
Along with the PRC's rapid economic growth over
the years, railway transportation in the PRC has made
several remarkable achievements, therefore bringing
huge potential for the growth of railway shock-absorber
market, especially in terms of greater demand for
shock absorbers for high speed rails. Through years of
R&D and testing, a trial run of railway shock-absorbers
developed by the Group was completed. Currently, the
Group is proactively seeking to obtain approvals from
relevant departments to become a qualified supplier and
repairer of railway shock-absorbers. The Group believes
that railway transportation (including high speed rails)
will become a market with tremendous future growth
potential featuring with high profits and entry barriers.
Once such approvals have been obtained, the Group
will be able to actively participate in the development
of railway transportation and capture massive business
opportunities arising from this market.

(v)
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The Group is confident that by implementing the above
strategies, it will be able to further strengthen its competitive
edges and consolidate its leading position in the market, which
will in turn help to satisfy the rising demand and increasingly
stringent product requirements of customers, grasp the growth
opportunities arisen from the market changes, and create long-
term value for shareholders.
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FINANCIAL REVIEW

Revenue

During the year ended 31 December 2012, the Group's revenue
decreased by 10.4% to RMB498.8 million from RMB556.9
million in 2011, of which revenue from the OEM Market
decreased by 14.0% to RMB445.1 million from RMB517.9
million in 2011, such decrease was mainly due to the declining
market demand of the OEM market in the PRC. Revenue from
the automobile aftermarket increased by 37.7% to RMB53.7
million from RMB39.0 million in 2011. Such increase was
mainly due to the sales contribution resulting from the Group’s
effort to develop the automobile aftermarket amid the declining
demand of the OEM Market in the PRC.

The table below shows an analysis of the Group’s sales volume,
average selling price and revenue by its business segments for
each of the two years ended 31 December 2012 and 2011:

ot 75 [ B

&
REE-FT——F+-_A=+—HIFE &K
EERFER T ——FAREL6.98 B LH D
104% = ARKA988HE - H ' RRERE
EmElER - ——FARKEG7.98E TR
14.0%ZEARBA451HETL  TERHRBEAR
REREEN TSR KRR - ABEEEMSERE
R ——FARMKI.0BETIEMNI7.7%EA
R¥EB37EET - WIEEFZHRAEEERR
R BREE G KEEROTSERET - KO
BREMISRAZO MR HERTE -

TREINEBEE-E——FR-_FT——F+=-A
Tt BRI FERFERSEEDAE D2 AER
HE - FHHEERERRSIREEBR DI 2D

Average
2012 B Sales volume selling price Revenue
HE FHHEBER Wz
(Units) (RMB) (RMB’000)
() (AR#) (AR#TFT)
OEM market RER RIS TS 3,742,008 119.0 445,137
Automobile aftermarket AEEETS 679,801 79.0 53,697
Total A5t 4,421,809 498,834
Average
2011 —E——4F Sales volume selling price Revenue
fHE T HEBER e
(Units) (RMB) (RMB'000)
(#) (AEH) (AR¥Fr)
OEM market [REFERET TS 4,470,523 115.8 517,861
Automobile aftermarket AEEETS 509,578 76.5 39,007
Total At 4,980,101 556,868
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Cost of sales

During the year ended 31 December 2012, the Group's cost of
sales decreased by 8.1% to RMB400.6 million from RMB436.2
million in 2011. Cost of sales for the OEM market decreased
by 11.2% to RMB362.8 million from RMB408.8 million in
2011. Such decrease was mainly due to the decreased sales
volume and increased production cost. Cost of sales for the
automobile aftermarket increased by 38.1% to RMB37.8 million
from RMB27.4 million in 2011. 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 2012, the overall gross profit
decreased by 18.6% to RMB98.2 million from RMB120.7
million for the year ended 31 December 2011.

Gross profit for the OEM market

The amount of the Group's gross profit decreased by 24.5%
from RMB109.1 million for the year ended 31 December 2011
to RMB82.3 million for the year ended 31 December 2012.
Such decrease was mainly due to the decreased sales revenue
and increased production cost.

Gross profit for the automobile aftermarket

The amount of the Group’s gross profit increased by 36.6%
from RMB11.6 million for the year ended 31 December 2011 to
RMB15.9 million for the year ended 31 December 2012. Such
increase was mainly due to the significant increase in revenue
in automobile aftermarket.
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The table below shows an analysis of the Group's revenue,
gross profit and gross profit margin by its business segments
for each of the year ended 31 December 2012 and 2011:

TRENEBEE-E——FR-_FT——F+_A
=t HIFESFRSEGDHE D 2AER
Wk~ EFIREFEZ DM ¢

Gross profit

2012 —E-—F Revenue Gross profit margin
Wz EF ERE

(RMB’000) (RMB’000)

(AR¥FT) (ARMFT)
OEM market RRERERTS 445,137 82,300 18.5%
Automobile aftermarket AEEETS 53,697 15,912 29.6%
Total A&t 498,834 98,212 19.7%
Gross profit
2011 —E——4F Revenue Gross profit margin
e EH e IIES

(RMB’000) (RMB’000)

(AR®FIT) (AR%FT)
OEM market R EELERE TS 517,861 109,058 21.1%
Automobile aftermarket HEEETS 39,007 11,647 29.9%
Total ast 556,868 120,705 21.7%

Gross profit margin EFZE

For the year ended 31 December 2012, the overall gross profit
margin decreased by 2 percentage points to 19.7% from
21.7% for the year ended 31 December 2011. Such decrease
was mainly due to the decrease of gross profit margin in OEM
market resulting from the decrease of gross profit.

Other income and expenses, other gains and losses
The other income and expenses, other gains and losses
decreased from gain of RMB53.2 million to gain of RMB6.0
million, such significant decrease was mainly due to the
compound effect of (i) the decreased government grant
received by Nanyang Cijan Auto Shock Absorber Co., Ltd. in
2012; (ii) the increased allowance for doubtful debts made for
the relevant trade and other receivables; and (iii) the gain from
settlement of legal proceedings recognized in 2011 did not
repeat in 2012.
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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 5.5% from RMB24.2 million to RMB25.6 million.
Such increase was mainly due to the increase in the marketing
expenses and transportation costs which were offset by the
decrease in sales volume.

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 decreased by 0.8%
from RMB17.7 million to RMB17.6 million. Such expense 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.

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
11.2% from RMB32.8 million to RMB36.5 million, such increase
was in line with (i) the growth in salaries, welfare and related
social security fund for the administrative staff; and (ii) increase
in professional fees for arranging the listing of the Company’s
shares on the Main Board of the Stock Exchange on the Listing
Date.

Finance costs

Finance costs, mainly consisting of interest expenses on
bank loans and other finance charges, decreased by 11.9%
to RMB13.3 million from RMB15.1 million in 2011. The
decrease was mainly due to a higher level of finance cost
capitalized compared with 2011 as we had more projects
under construction during 2012. During the year, approximately
RMB11.1 million (2011: 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.
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Income tax expense

For the year ended 31 December 2012, the Group's overall
income tax expense was approximately RMB3.8 million,
decreased by RMB8.4 million or approximately 68.9% as
compared with the year ended 31 December 2011. Decrease
in income tax expense was mainly due to the decrease in
the assessable profits incurred by Nanyang Cijan Auto Shock
Absorber Co., Ltd. in 2012.

Net profit

Net profit for the year decreased by 87.0% from RMB56.9
million to RMB7.4 million. The decrease in the Group’s net
profit was mainly due to the decrease in the Group's gross
profit for the year and other gains and losses as stated above.

LIQUIDITY AND FINANCIAL RESOURCES

Net current liabilities

As at 31 December 2012, the Group’s net current liabilities
increased to RMB196.0 million from RMB7.4 million as at 31
December 2011. Such increase was primarily due to: (i) the
decrease in total cash and bank balances of RMB93.3 million
and (ii) the increase in bank borrowings due within one year
of RMB91.2 million for financing the expansion of production
capacity of the Group in 2012.

FINANCIAL POSITION AND BANK BORROWINGS
As at 31 December 2012, the Group's total cash and bank
balances, most of which were denominated in RMB, amounted
to approximately RMB71.3 million, representing a decrease of
approximately 56.7% as compared with that of approximately
RMB164.6 million, most of which were denominated in
RMB, as at 31 December 2011. The decrease was primarily
attributable to the acquisition of property, plant and equipment
for expanding business operations of the Group.

As at 31 December 2012, the Group's total borrowings
amounted to approximately RMB346.2 million, representing
an increase of approximately 2.7% as compared with that of
approximately RMB337.2 million as at 31 December 2011.
Out of the total borrowings, short-term bank borrowings due
within one year amounted to approximately RMB272.2 million,
representing an increase of approximately 50.4% as compared
with that of approximately RMB181.0 million as at 31 December
2011, while mid-to-long-term bank borrowings due after one
year amounted to approximately RMB74 million, representing
a decrease of approximately 52.6% as compared with that of
approximately RMB156.2 million as at 31 December 2011.
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As at 31 December 2012, the Group’s gearing ratio, presented
as a percentage of total borrowings and bills payable divided by
total assets, was approximately 43.0% (2011: approximately
43.3%).

WORKING CAPITAL

As at 31 December 2012, the Group's gross inventories,
mainly comprising raw materials, work-in-progress and
finished products, amounted to approximately RMB79.5
million, representing an increase of 41.6% from approximately
RMB56.2 million as at 31 December 2011. The Group’s
management team reviews and monitors the inventory level
regularly. For the year ended 31 December 2012, the average
inventory turnover days were 61.8 days (2011: 55.2 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
multiplied by 365 days.

As at 31 December 2012, the Group's trade receivables
amounted to approximately RMB198.4 million, representing
an increase of 9.6% from approximately RMB181.0 million as
at 31 December 2011. For the year ended 31 December 2012,
the average turnover days of trade receivables were 138.8
days (2011: 110.8 days). The increase in the turnover days of
trade receivables was mainly because certain OEM market
customers made requests to the Group for longer credit periods
in light of the slowdown in market growth.

As at 31 December 2012, the Group's trade payables amounted
to approximately RMB188.5 million, representing an increase
of 9.2% from approximately RMB172.6 million as at 31
December 2011. For the year ended 31 December 2012, the
average turnover days of trade payables were 164.5 days (2011:
154.1 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. The increase in the turnover days
of trade payables was mainly because the bargaining power of
the Group has been relatively higher than that of the suppliers,
hence the Group managed to extend the credit period of certain
payments beyond the general payment terms, which would
to some extent alleviate the negative impact of the increase in
both the trade receivables of the Group and trade receivables
turnover days on the Group.
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CAPITAL EXPENDITURES AND CAPITAL
COMMITMENTS

For the year ended 31 December 2012, capital expenditures
were approximately RMB112.4 million (2011: RMB147.3
million). 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 the business expansion of its Nanyang Xichuan production
base. The Group has been financing its capital expenditures
primarily through cash generated from operations and bank
borrowings.

The Group will continue to expand its existing production
facilities and construct new plants and new research and
development centre as part of its plan to expand production
facilities. As at 31 December 2012, the Group had capital
commitments for acquisition of plant and machinery of
approximately RMB13.4 million (2011: RMB35.0 million).

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 from the changes in interest rates was
minimal. The Group monitors interest rate exposure and will
consider hedging significant interest rate exposure should the
need arises.

FOREIGN EXCHANGE RISK

The businesses of the Group are located in the PRC, and its
major operating transactions are dominated in RMB. In addition
to certain bank balances and other borrowings of the Group,
as well as certain professional expenses payable dominated in
HK dollars and US dollars mainly caused by the listing, most of
the assets and liabilities of the Group are dominated in RMB.
Since RMB is not freely convertible, there exists the risk that
the Chinese government may implement measures to interfere
with the exchange rates, which in turn may have impact on the
Group’s net asset value, profit and the dividends declared to
the extent that such dividends are subject to foreign exchange,
and the Group has 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 arises.

BEXRAXREREE

BE-_Z——F+-_A=+T—HILFE  BEAXH
YTROARBI24BET(ZZE—F : AR
14738 8T) c AEBEARZTTEBEANKE L
FAE  BREESERRE - ERREES
F o MERBITRAEERED 2 EEAE - &
E-EXZERLERBITERELEZRESAH
BAARFALES -

NEEBBERRELRE SELHELEETRE
KEE AL (EREREERE D - RZZ
——F+=-A=+—8  AEERKEBE M#
W2 BRFEEOAREIBAFET(ZE——4
ARHESB0FETT) °

A=k

MERERA-FEEHTENAFERRREDR
£ 715 R T 5 M SR B R 7 R B P e R B LB o AR
12 [ 52 R Il SR 17 4 ok S SR 7T 45 R P R M) B O )
XpEmEERERENKEAR - NREBNER
ABIERMEG R - MR ATFENERRTE - &
RSB EENMBEZEMARE - L EL
XRFVIRITE R RIRTTERRREBEDNT - &
SEERNERE - KRG EEEEHHREKR
FE R

7N R\ B

AEBEEBURPE MEEIBEEZXIHUAR
BolME - RAKEE TRITASRREMEN
AREERETABTRETINEZE TERNE
XEMRI  AEERIHEEMBEAARED)
B> ARARETA Bl - fFEET B
FRATREBIE TG - THRRERZ Ay - @mEA
SEEEFE BEMNRERREEATE
B EINERE - AN ER B 5 (0] £ 50 E B2
ZEREE o A AREEREEERINERR
Kot E BEDEM HIR 2 ERIMNERE

FEEREHBENEERERAT
T FEER

@




Management Discussion and Analysis
EEENRR DM

HUMAN RESOURCES

For the year ended 31 December 2012, the Group had
1,418 employees (2011: 1,464 employees) with total
remuneration and welfare benefits expenses amounting to
approximately RMB46.8 million (2011: RMB45.6 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 condition.
The Group has also provided internal and external trainings
and courses to our employees to encourage self-improvement
and enhance their technical skills. The remuneration of the
Directors will be determined based on their job duties and
responsibilities, experience and current market condition.

CONTINGENT LIABILITIES

As at 31 December 2012, the Group did not have any material
contingent liabilities.

PLEDGE OF ASSETS

As at 31 December 2012, (i) the Group's certain buildings with
a net carrying amount of RMB38.5 million (2011: RMB40.2
million), (i) the Group’s leasehold lands with a carrying amount
of RMB88.9 million (2011: RMB90.7 million) and (iii) parts
of the Group’s trade receivables with a net carrying amount
of RMB93.2 million (2011: Nil) were pledged to secure the
Group’s bank loan facilities.

As at 31 December 2012, the Group’s certain restricted bank
balances with a carrying amount of RMB45.0 million (2011:
RMB42.0 million) were pledged to secure the Group's bank bills
due within six months or less, which were issued to suppliers
for the purchase of raw materials by the Group.

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES AND ASSOCIATED COMPANIES
During the 2012 Financial year, there was no material
acquisition and disposal of subsidiaries and associated
companies by the Company.

SIGNIFICANT INVESTMENT HELD
The Group did not have significant investment held as at 31
December 2012.
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Profiles of Directors and Senior Management

BEENRSAEEEHRE

EXECUTIVE DIRECTORS

Zhao Zhijun (#E&E), aged 38, 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 establishing development strategy, making
decision in respect of investment projects and the general
operation and management of the Group.

Prior to joining the Group, he worked for office of the
commissioners and general office of Zhengzhou (ZFM K B
WERLTA B of the China Securities Regulatory Commission
(PEESEEEEZE®) from 1999 to 2002. In 2002, Mr.
Zhao served as a general manager of the sales department of
Minsheng Securities, Nanyang branch (R4 &5 EREEA

F 52 % 50) till 2005 responsible for overall management of
sales department and market development department. Mr.
Zhao graduated from Central South University (1 EJAZ2) with a
master degree in Philosophy in 2004.

Wang Wenbo (E£3%), aged 38, was appointed as an
executive director of the Company on 22 May 2011. He is also
the deputy general manager of the Group and is in charge of the
research and development and technical affairs 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 17 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 (RERFIRZEERFAER) and compression damping
valve of hydraulic shock absorber (& /B ik 22 [BE 47 R FE 7))
currently possessed by the Group. Mr. Wang graduated from
Huazhong Polytechnic University (Z2F 38 T KE) (later renamed
as Huazhong University of Science and Technology (FEFR R A
£)) with a diploma in Mechanic Design and Test Technology in
1995.
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Profiles of Directors and Senior Management
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Yang Weixia (552 E), aged 36, was appointed as an executive
director of the Company on 22 May 2011. She is also the
deputy general manager of the Group and is principally in charge
of the Company's purchase and human resource affairs. She
joined the Group in 2007 and served as the 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 (R4 &R E(F
7~ \]) including office manager of the sales department, officer
in charge of the service department, deputy general manager
of sales department and Yinzheng business department (§8:5
7536 from 1998 to 2007. Ms. Yang graduated from Henan
College of Finance and Economics (A E 81 &£ k3) (later
renamed as Henan University of Finance and Economics (ja]
BT 48 IBR A E2)) with a bachelor degree in Economics in 1998.
She was accredited as a medium level economist (FF 4% 45 75 A
by Ministry of Personnel of PRC in 2000.

NON-EXECUTIVE DIRECTORS

Wilson Sea (formerly known as Xi Chunying), aged 49, was
appointed as the chairman of the Board and non-executive
Director of the Company on 27 April 2011 and is responsible for
the general strategic planning and management of the Board.
From 1997 to 2004, Mr. Sea worked in Minsheng Securities (K
H 5B R E AT 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 (A MR SR QK ERARAE). Mr. Sea had been
working as the vice-chairman of the board of Yubei (Xinxiang)
Power Steering System Co., Ltd. from 2007 and 2011. He
has also been appointed as the director of Nanyang Pukang
Pharmaceutical Co., Ltd. (FGERLZEER A7) since 2008.
He has been appointed as the chairman of the board of First
Capital Management Co., Ltd since 2012.

Mr. Sea obtained a bachelor degree in Economics from the
University of Henan (AR AZ2) in 1986. He further obtained a
master degree and a doctoral degree in Economics from Fudan
University ({88 AX2) in 1992 and 1995 respectively. He was
appointed as a professor by University of Henan (A[F X&) in
1995.
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Xie Qingxi (H5=), aged 40, was appointed as a non-
executive Director of the Company on 22 May 2011. From
2000 to 2008, he worked in Henan Lotus Gourmet Powder
Company Limited (IR EEHRER D AR AT, a company
listed on the Shanghai Stock Exchange, in various positions
including secretary to the board of directors and manager
of securities department. Mr. Xie has been appointed as
the deputy president of Henan Hexie Chuangye Investment
Management Company Limited (A HAIZEIREEEAR A
al) since 2005. Mr. Xie had also been working as a director of
Nanyang Pukang Pharmaceutical Co., Ltd. ([ X EHEBR A
a]) from 2008 to 2012. Since February 2012, he was appointed
as managing director of Shenzhen Hwaxin Equity Investment
Fund Management Co. Ltd. (FRIIEERERERESEEGRA
A]). Mr. Xie graduated from University of Henan (i EgA£2) 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 (_E/8 848K Z2) in 2009.

Fu Pengxu ({3%#8), aged 55, 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 (M) and secretary to the Communist Party
Committee of Nanyang Transistor Factory (FIF5 T 52 & ).
From 2002 to 2006, Mr. Fu served as a deputy general manager
and later a general manager of Nanyang Jinguan Group
Company Limited (&R SEAREFAF]). From 2006 to
2010, he served as the chairman and president of Henan Hexie
Chuangye Investment Management Company Limited (A
AMAIEREEIRAR AT). Mr. Fu has been the chairman of
Nanyang Pukang Pharmaceutical Co., Ltd. (Ff8LEHEER A
al) since 2008. Mr. Fu graduated from 531 Mechanic Industrial
School (1 = —#h T ¥ 24 (later renamed as Henan Industrial
School (AFg TR ZEFMTERL)) with a diploma in Cannon
Manufacturing in 1980.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
Chu Kin Wang, Peleus (%), aged 48, 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 (1 RZACAR A 7)) (stock code: 681) since 2008. He is
also an independent non-executive director of Eyang Holdings
(Group) Co., Limited (FF5#Z% (£E) BRAF]) (stock code:
117), Huayu Expressway Group Limited EEESFREEGR
7)) (stock code: 1823), Flyke International Holdings Ltd. (7
7o BR IR PR A F]) (stock code: 1998) and China AU Group
Holdings Limited (E&EEEIFRAR 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 (Ef212E BB 2 7)) (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#HK
s AR /A ) during the relevant period known as Bright
Prosperous Holdings Limited (BEZ&1ERABR AT (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 (KI5t 42 &2 EHBRAF) during the relevant
period know as Hong Long Holdings Limited (EEIZRRARA
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£&354), aged 49, was appointed as an
independent non-executive director of the Company on 19
October 2011. He has been an executive director and the
president of Shougang Holdings Limited (E#l#ExERE A
since December 2004. In March 2006, he was a dlrector of
Sino Life Insurance Co., Ltd. (FE 4 AZRBRNDEEA

and vice chairman in September 2008. He is also appomted as
the chairman and secretary to the Communist Party Committee
of Shougang Yili Steel Co., Ltd. (E#fF A BR AT in
February 2010.

Zhang Jinhua (5R# %), aged 48, was appointed as an
independent non-executive director of the Company on 19
October 2011. Mr. Zhang has over 25 years of experience in
automobile industry. He is currently the head of secretary (f\&
) to Society of Automotive Engineers of China (58 T2
E@) and has been serving as the deputy head of secretary (g
MWZEK) and later the head of secretary to Society of Automotive
Engineers of China and the head of secretary to China
Automotive Industry Technology Progress Rewarding Fund
(P BT TR P HE)IE £ E) since 2009. From 1988 to
2009, Mr. Zhang served as an assistant to the head, deputy
head (2IFTH) and head (F1&) and deputy president (2] 1F) to
the president assistant centre (E{EBIIE A L) of the Automotive
Technology Information Institute (TE TS HRATITHT) of China
Automotive Technology & Research Center (Ff Bl 588 #1iTRRZC
A0y, Mr. Zhang graduated from the Jilin Industrial University (&
PRI EAE) (later renamed as Jilin University (S #AE2) with a
bachelor degree in Automotive Application in 1988.

SENIOR MANAGEMENT

Zhao Zeng (i#H#), aged 38, is the executive deputy general
manager (F15&I424<3E) of the Group and is principally
responsible for the Group's sale and administrative affairs.
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 the supervisor of the office of
the Board, assistant to general manager (B&B)3E), deputy
general office manager (g|# ) and deputy general manager
responsible for procurement. Prior to joining the Group, he
worked in various positions in Nanyang She Qi Province Auditor
Bureau (G EEEB) from 1995 to 2002 including
auditing officer, auditing executive and auditing manager (&
stHFr&) 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 (A28 major in Business
Administration through online study mode. He was accredited as
an accountant and economist by the technology committee of
Nanyang (FE /5 EIE) in 2000.
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Xing Yunming (fZHH), aged 63, 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 (|EFZEE) of the Seventh Suspension System
Committee of the China Auto Industrial Association (B35 T
e EBRIEES). He was accredited as a senior engineer
by the technology committee of Henan (R £IE) 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 (E|f&f) 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.

Zhu Zihua (4% B %), aged 50, 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 B4 22F5%) (later renamed as Henan University
of Finance and Economics (AR BUEARE)) with major
in Economics Management in 1997. He was qualified as a
qualified engineer by the technology committee of Nanyang
Municipal (5 RIZ) and accredited as a senior economist
by the technology committee of Henan (AE& RIZ) 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.

Wang Ping (£), aged 42, 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 as the vice president and later a
director in EV Capital Pte Ltd. during the period between May
2007 and March 2010. 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 has been an independent non-executive
director of Chongyi Zhangyuan Tungsten Co., Ltd., a company
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listed on the Shenzhen Stock Exchange, since November 2010
and has been an independent non-executive director of China
Hangking Holdings Limited (Stock Code: 3788) since February
2011. He has also been serving as an independent non-
executive director of China Tianrui Group Cement Company
Limited (Stock Code: 1252) since December 2012. 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%2), aged 43, 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 (B|Ff &) of Xinwei
Limited Liability Public Accountants’ Firm of Nanyang (515
BERE S EEIESFT) from 1998 to 2009 responsible for
auditing works. Mr. Li graduated from Henan Province Business
College (NMAEESZHRIER) with a diploma in Finance
and Accounting (/&% %) in 1991. He is a fellow member of
the Chinese Institute of Certified Public Accountants.

Hung Man Yuk, Dicson (3#%f8), aged 36, has been the
Company Secretary and authorised representative of the Group
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
Curtin 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.
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Profiles of Directors and Senior Management
EEREREEEREE

Liu Jinyong (2]& k), aged 42, is the deputy general manager
of the international business and domestic after market
business of the Group. Mr. Liu has over 16 years experience
in sales and marketing. He joined the Group in September
2006 and served as an assistant to general manager (J&&E)
78#) and the deputy general sales manager. Prior joining the
Group, he served in various positions including marketing
director (Central China) of dairy products department of Hunan
Yahua Agricultural Products Holding Company (#iFganZfE 3
AR AT from 2001 to 2006, logistics officer and sales
director (Greater Central China) of Foodstuffs Corporation of the
Provincial Food Office (BfeREEfE MR MmAR]) from October
1997 to August 2000. Mr. Liu graduated from Nanyang Normal
University (73560 #8 ERLEERR) in July 1995.

Liu Yonghong (2|5k4L), aged 46, is the deputy general
manager and the deputy administration manager of the Group.
Mr. Liu has over 25 years of experience in management. He
joined the Group in November 1998 and served as the deputy
administration manager since then. He is responsible for
administration management, logistics services, infrastructure,
security and safety, and corporate development planning. Prior
joining the Group, he worked for the Bureau of Statistics of
Zhejiang and Sichuan Province (7)1 &1 B) from July 1988
to October 1998. Mr. Liu graduated from Henan University of
Economics and Law in 1990 with a Professional Diploma in
Statistics. He was accredited as an economist by the science
and technology committee of Nanyang City (F5mRIZ2HEITZE
E %) in December 1999.

Chu Xinyao (¥#7#8), aged 51, 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 (gl ),
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 (/4
o2 EETFHER) with a diploma in Agricultural Economics
in 1988. He was accredited as an economist by the technology
committee of Henan (A& FIE) in 1999.

Cheng Zhoujian (@), aged 41, 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 (FF53E T £[5%)
with a diploma of Machine Manufacturing in 1994. He joined
the Group in 1994 and served various positions including deputy
officer (B]=1F) and a deputy division manager (&) 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 (B
Bh32) responsible for product research and development of the
Group.
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Directors’ Report
EEEHRES

The Board is pleased to present the annual report together with
the audited consolidated financial statements of the Group for
the 2012 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 2012 are set out in note 34 to the financial
statements of this annual report.

RESULTS

The results of the Group for the 2012 Financial Year are set out
in the consolidated statement of comprehensive income on
page 60 of this annual report.

FINAL DIVIDENDS
The Board does not recommend the payment of a final dividend
for the year ended 31 December 2012 (2011: Nil).

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed
from Wednesday, 5 June 2013 to Friday, 7 June 2013 (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, 4 June 2013.

SHARE CAPITAL

Details of the movements in the issued share capital of the
Company during the 2012 Financial Year are set out in note 28
to the financial statements of this annual report.
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RESERVES

Details of the movements in the reserves of the Group
during the 2012 Financial Year are set out in the consolidated
statement of changes in equity on page 63 of this annual report.

DISTRIBUTABLE RESERVES

As at 31 December 2012, the distributable reserves of the
Company amounted to approximately RMB98.9 million (2011:
RMB109.9 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 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 2012, the Group had property, plant and
equipment at net book value of approximately RMB373.9
million. Details of the movements are set out in note 16 to the
consolidated financial statements.

DONATIONS

During the 2012 Financial Year, the Group made charitable
and other donation totaling approximately RMB129,500 (2011:
RMB561,500).

CAPITALIZED INTERESTS

During the 2012 Financial Year, the Group capitalised its
borrowing costs that financing the assets under construction
approximately RMB11.1 million (2011: RMB3.3 million).
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FINANCIAL SUMMARY

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

BORROWINGS
Details of the borrowings of the Group are set out in notes 25
to financial statements of this annual report.

MAJOR CUSTOMERS AND SUPPLIERS

For the years ended 31 December 2012 and 2011, sales to the
Group's five largest customers accounted for 57.8% and 64.9%
of the total revenue of the Group, respectively, and sales to the
largest customer included therein accounted for 17.9% and
23.4%, respectively.

For the years ended 31 December 2012 and 2011, purchases
from the Group's five largest suppliers accounted for 34.6%
and 31.1% of the total purchases of the Group, respectively,
and purchases from the largest supplier included therein
accounted for 8.5% and 7.3%, 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 2012 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 2012 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 2012 Financial Year and up to the date
of this report were:

Executive Directors

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

Ms. YANG Weixia

Non-executive Directors
Mr. Wilson SEA (Chairman)
Mr. XIE Qingxi

Mr. FU Pengxu

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

Mr. LI Zhigiang

Mr. ZHANG Jinhua

According to the Articles, 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 AGM. Accordingly, Mr. Zhao
Zhijun, Mr. Wang Wenbo and Ms. Yang Weixia will retire by
rotation from the Board at the forthcoming AGM and, being
eligible, offer themselves for re-election as Directors.

APPOINTMENT OF INDEPENDENT
NON-EXECUTIVE DIRECTORS

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

PROFILES OF DIRECTORS

Profiles of the above Directors are set out on pages 23 to 27 of
this annual report.

China Vehicle Components Technology Holdings Limited
Annual Report 2012

ol

! 'l,-
™ s B—C

BE
MR- —EFRREEREMEERRE B
RESIE :

BITES
HEE S (TTIHAREL)
FIOREE
BEELL

FHITES

Wilson SEAEAE (%)
HEERE
HEBEE

BYFHTES
EN e
FEBELE
SREERLE

RIBAR - ERAB =02 —HNEZR(HWMEZA
Y FE=A =8 ARSKBEETIR=D
Z—WMEFTABYARGRE  ERERET
BBREFAEIB_FRRRBFRELRWF
R - At BEFERLE  EXREERBESE
LEBREERRBFASHESER  HERER
BIEAWFREREE -

ZEBUFHTES

ARRIDEREZTBEILIFRITESRELTRAE
BIBEHRE 2B ML 2 FEMR - AAF
R EREFRTESORBEIAL

EEME
LREEWERNAFRBE2BE27A



A

i

" -
-
-3
— —

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 2012
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 2012 Financial Year.

COMPETING INTEREST

None of the 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 B E

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 Listing Date.

A. Summary of the Share Option Scheme

BEARRBREN =T ——F+ A+ BRABH
EHRHERE - ARRICRABRERE - WET
H A R R AR - BBAERT 8IK 8 L AR+
FHEABK -

A BRETEBE

1. Purpose 1. HB#®
The purpose of the Share Option Scheme is to BRETESEEXRTAETEERS
recognise and acknowledge the contributions that HE(ERRLTXERE2) DA HA4E
the Eligible Participants (as defined in paragraph 2 HAEBEBERIELNER -
below) have made or may make to the business
development of the Group.

2. Eligible Participants 2. EgE%ZHEE
The Board may at its discretion offer options to any EESARBR TEMRIT - FERIT
executive, non-executive or INED; any employee FBIUIERITES  AEEERIER
of the Group and any customer, supplier, agent, EAEEEMHEERARNERES
business or joint venture partner, consultant, HiER RI2 - EBREEELEE
distributor, promotor, service provider, adviser A B ACIER  HER - IRBE
or contractor of any member of the Group. The JER - AETASREE AR o Lt
above-mentioned persons are collectively referred ATHBRIEHBELEE]  MEAR
to as “Eligible Participants” and each an “Eligible AB—R[EERSEE] -
Participant”.

3. Maximum number of Shares 3. EBaRAHE

As at the date of the annual report, 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 was 32,000,000
Shares, representing 10% of the Shares in issue as
at the Listing Date.

The maximum number of Shares which may be
issued upon the exercise of all outstanding options
granted and yet to be exercised under the Share
Option Scheme and any other share option schemes
of the Company must not, in aggregate, exceed
30% of the total number of Shares in issue from
time to time. Options may not be granted under
any schemes of the Company (including the Share
Option Scheme) if this will result in the said 30%
limit being exceeded.

RERBE - ARBFERETER
FREMEEKE TRENMBER
ETEmMA TR LA
32,000,000/% - HHEX ETHABER
BETRNAII0% °
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FHEl (BB 8 R BAE -
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Maximum entitlement of each participant

Unless approved by the shareholders of the
Company, no option may be granted to any Eligible
Participants which if exercised in full would result in
the total number of Shares issued and to be issued
upon exercise of the share options already granted
or to be granted to such Eligible Participant (including
exercised, cancelled and outstanding share option)
in the 12-month period up to and including the
date of such new grant exceeding 1% of the total
number of Shares in issue as at the date of such
new grant.

Time of exercise of options and duration of Share

Option Scheme

(@) 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.

(b)  Duration of the Share Option Scheme
The duration of the Share Option Scheme shall
be 10 years from the Listing Date.
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6.  Subscription price and payment on grant 6. RBERBHEAR
(a)  Subscription price (a) REEE
The Subscription price for the Shares under BRETEIETROOREE
the Share Option Scheme shall be the price HESEETRBAAERS
determined by the Board and notified to the gE - BABER T =%F
Eligible Participant which shall not be less than MEREE :

the highest of:

(i) the nominal value of a Share; iy IRHEE

(i) the closing price of each Share as stated (i)  REDERES B SRR
on the Stock Exchange's daily quotations MR R FTE BRERAA
sheet on the date of offer of the option; HIEHE : &
and

(i the average closing price of each Share (i) REEFHEREZBMN
as stated in the Stock Exchange’s daily BERAERS SRR
quotation sheet for the five consecutive REZ AT B RERAT
trading days immediately preceding the B FHHTE -

date of offer of the option.

(b)  Payment on grant (b) EEEAER
Eligible Participants are required to pay a AERSHEERNEMNEFTER
consideration of HK$1.0 for the acceptance of TR BB AR B S B 1.08
an option granted to them. JC °
7. Termination of the Share Option Scheme 7. HARI-BRESTE
The Company may by ordinary resolution in general RARARIRRA® LIRE2EBAZ
meeting or the Board may at any time terminate the R ERET IS EEG A ER
Share Option Scheme. Options granted prior to such RIFREIRERTEl - AR IEETEIFIR D
termination but not yet exercised at the time of BRI FET I 2 B 1 SR 1T {50 1O B R e
termination shall continue to be valid and exercisable AR R IS R A ST B 4 A A S A T 1T
in accordance with the Share Option Scheme. & o
B. Options granted by the Company B. ZAATFEREHIERE
As at date of this Report, no option has been granted or RAREBH - SERIRERET SR
agreed to be granted under the Share Option Scheme. EER L ERE -

DIRECTORS' INTERESTS AND SHORT =EE=ZAROMNEBRONERZREAE
POSITIONS IN SHARES AND UNDERLYING

SHARES

As at 31 December 2012, the interests and short positions R-ZE——&F+-_A=+—0 EERAQAIT
of the Directors and chief executive of the Company in the BAZMNAQTSKH T AR EE(EERESL
Shares, underlying Shares and debentures of the Company or  HIE &M EXVED) 9% ~ BN REES -
any of its associated corporations (within the meaning of Part AR EE S RS EH$EI52EBTFENER
XV of the SFO) as recorded in the register required to be kept AT SR IHEXESFAIZB A€ AR N 7] MBS By
under Section 352 of the SFO; or as otherwise notified to the — HIEZREIXEIAT -

Company and the Stock Exchange pursuant to the Model Code

were as follows:
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Long positions in Shares RERBHHFRE
Number of issued Shares
held and nature of interest
FREBERITROVBBEREREE
Corporate Approximate
Interests percentage of
(interests of issued
a controlled share capital
Name of Directors EEHR corporation) of the Company
AR (R—/E HAELDBE BT
ZH AR RELR) BRANBANE D
Wilson Sea' (formerly known as Xi Chunying) Wilson Sea' (BifE /& &) 122,520,000 38.29%
Zhao Zhijun? HEE 26,280,000 8.21%
Fu Pengxu? (DEEIEKR 21,120,000 6.60%
Xie Qingxi* B 11,520,000 3.60%
Notes: Hiat -

Save

These Shares are held by Wealth Max Holdings Limited (“Wealth
Max"). Mr. Wilson Sea 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.

These Shares are held by Plenty Venture Holdings Limited (“Plenty
Venture"”). Zhao Zhijun (#875E) 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.

These Shares are held by Wingco Development Limited (“Wingco
Development”). Fu Pengxu (3£ /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.

These Shares are held by King Win Capital Limited (“King Win").
Xie Qingxi (#/5%=) 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.

as disclosed above, as at 31 December 2012, 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.

1. % % I 15 B Wealth Max Holdings Limited
([Wealth Max])#7% ° Wilson Sea%t“E AWealth
Max®)lE — Bz HA A + BURIEEF RS &5
RAIER Wealth MaxiF B K BT B IR0+ A s o

2. ZEBROBABRRERBERAR(HERDEE - B
TEEARIR63.93% B HITRA - MIREES
KB EBIARER BRSO R A B0 P A

n ©

3. ZEBRMBEREARAR(ESBE - FER
HAEKRAL5.46% B EITRA - HUIRIEFEF RIS
BOIRIER SR B AT B RN P A -

4. ZEBROASBREABRARNTSBEE - #
BERBRBEB0%EEITEA - SUREES M
BHEOREREBRENABERN T HEAES
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At no time during the 2012 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.

SUBSTANTIAL SHAREHOLDERS' AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

As at 31 December 2012, 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

=l =8

R-F——FPBEFEREAEEARER - S
EEARETANRBIRKNF FRERAER
ARRBIE A MR ROER - B F I EITEER
BERERN : ARF] - RERARSLEEAMER
AIBERT LEM R - B EE A NMEEAE
AEERES ISR -

FTERRRHEMATARG RAEERS
MR ROX A

RZZE——F+-_A=+—8 ' UTAL(EEH
AT EZITHABBRIN IR S AR FIAERAAR
D EAIREES RHAE KA FEII6HAEET
FEMZECMARESMNERSAR

REOHNER

Number of issued Shares
held and nature of interest
FEEERITROHE RERME

Approximate

Personal percentage of

Interests issued

(beneficial share capital

Name of shareholders BRERERE, ML owner) of the Company

AR AR AT B BT

(BEEHEBAN) BRENBHEIL

Wealth Max' Wealth Max’ 122,520,000 38.29%

Plenty Venture? BXR2 26,280,000 8.21%

Wingco Development? Eg= 21,120,000 6.60%

Wang Liying* TR 122,520,000 38.29%

Sun Haiyans RgHs 26,280,000 8.21%
Notes: B

1. Wealth Max is wholly beneficially owned by Mr. Wilson Sea.

2. Plenty Venture is owned by Zhao Zhijun (&%) as to 63.93%, Liu
Baojun (2I{RE) as to 5.48%, Zhao Zeng (ifH15) as to 4.57%, Wang
Wenbo (E3#) as to 4.57%, Chu Xinyao (##7#2) as to 4.57%, Liu
Yonghong (ZI7k41) as to 4.57%, Zhu Zihua (5K B %) as to 4.57%, Liu
Jinyong (214 7k) as to 4.11% and Yang Weixia (1532 8) as to 3.65%.

3. Wingco Development is owned by Fu Pengxu (~/8) as to 45.46%.
Zhang Guangliang (58 & %) as to 27.27% and Dou Changlun (5 £f@) as
10 27.27%.
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4. Ms. Wang Liying is the spouse of Mr. Wilson Sea. By virtue of the
SFO, Ms. Wang Liying is deemed to be interested in all shares in
which Mr. Wilson Sea is interested and/or deemed to be interested.

5. Ms. Sun Haiyan is the spouse of Mr. Zhao Zhijun. By virtue of the
SFO, Ms. Sun Haiyan is deemed to be interested in all shares in
which Mr. Zhao Zhijun is interested and/or deemed to be interested.

Save as disclosed above, so far as is known to any Director or
chief executive of the Company, as at 31 December 2012, 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.

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 the related expenses
payable in connection with the global offering, amounted to
approximately HK$78.1 million. Please refer to the Prospectus
for details. For the year ended 31 December 2012, the
proceeds from the initial public offering available for and utilized
by the Company are as follows:

4. TEELZEAWilson Seat £HEME - BIFES
RIS - TERRLZTHEBRWilson Seast
EHB R SARIER A2 SRR S o

5.  BRERLIRBEEELEENEE - REEFNIS
BED  RERZIREANBEEELEHE
5/ SRR A 2 AR T A

bR EXHEEEIN  BEMESRARAITRAE
Rl RZEBE——F+-A=+—08 - #iEHi
ATREROIAAFE@ERDT - HEREES
MHAE &G 5336151 E B T 17 B M BB MATRE R
HIMEZS AR o

BRARABRERERERE

ARBAR - E——F+ A +=ARBXME
LM - FISRIEFELIRBHER R 2IRE
ERARNAXRERNA/TSIBBET(FHIEAE
2HBKRER) - BE-T——F+-A=+—H
LFE  ARRATPALCHHBEERRMEBE
PRASSRIEIT

Net proceeds from the
global offering

ERBENFABRBFHE
Available Utilized
Al &) A 28
(HKS$ million) (HK$ million)
Use of proceeds Fr8REAR (BE%7T) (BE®%7T)

Acquisition and installation of production BERTEBREERE

facilities for expansion 36.2 36.2
Construction of plants and buildings B2 T g R IETF 22.7 22.7
Product research and development EmifEEA 18.7 12.6
Working capital injection HREEES 0.5 0.5
Total Ast 78.1 72.0

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 2012 Financial Year, the Group had no connected
transaction and continuing connected transactions not
exempted under Rules 14A.31 and 14A.33 of the Listing Rules
respectively.

BRERS
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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.

REMUNERATION POLICY

For the year ended 31 December 2012, the Group had
1,418 employees (2011: 1,464 employees) with total
remuneration and welfare benefits expenses amounted to
approximately RMB46.8 million (2011: RMB45.6 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.

China Vehicle Components Technology Holdings Limited
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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$25,000. Contributions made to the scheme are vested
immediately.

The employees of the subsidiaries in the PRC 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 2012, the Group's total
contributions to the retirement schemes charged in the income
statement amounted to approximately RMB7.1 million (2011:
approximately RMB7.2 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

The Company is committed to maintaining a high standard of
corporate governance practices. Information on the corporate
governance practices adopted by the Company are set out in
the Corporate Governance Report from pages 45 to 57 of this
annual report.

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
ended 31 December 2012. First Shanghai has received a fee for
acting as the Company's compliance adviser during the period.
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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 2012.

AUDITORS

The financial statements for the 2012 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.

REVIEW BY THE AUDIT COMMITTEE

The audited financial statements have been reviewed by the
Audit Committee of the Company, which comprises three
INEDs are Mr. Chu Kin Wang, Peleus, Mr. Li Zhigiang and Mr.
Zhang Jinhua. Mr. Chu Kin Wang, Peleus is the Chairman of the
Audit Committee.

On behalf of the Board
Chairman
Wilson SEA

28 March 2013
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Corporate Governance Report
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The Board of the Company is committed to promoting good
corporate governance to safeguard the interests of the
shareholders and to enhance the Group's performance. The
Group believes that conducting its businesses in an open and
responsible manner and following good corporate governance
practices serve its long-term interests and those of its
shareholders.

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 (effective until 31 March 2012) (the “Code”) and
Corporate Governance Code (effective from 1 April 2012) (the
"Revised Code") 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 2012
Financial Year.

The Board as a whole is responsible for performing the
corporate governance duties set out in the Revised Code.
The Board reviews at least annually the corporate governance
practices of the Company to ensure its continuous compliance
with the Code and the Revised Code, and make appropriate
changes if considered necessary. During the 2012 Financial
Year, the Board has performed the corporate governance duties
set out in the Revised Code.

None of the Directors is aware of any information which would
reasonably indicate that the Company was not in compliance
with the Corporate Governance Code during the 2012 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.
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Board of Directors

The Board currently comprises a combination of executive
Directors, non-executive Directors and independent non-
executive Directors. As of the date of this annual report, the
composition and committees of the Board is as follows:

Audit
Committee

Directors &= BEREES

Executive Directors £/TE%E

Mr. ZHAQ Zhijun (Chief Executive Officer)
HHEE A (TTHAEE,)

Mr. WANG Wenbo T Ui 54

Ms. YANG Weixia 5B B4+
Non-executive Directors FE#/TEZE

Mr. Wilson SEA (Chairman)
Wilson SEASE4 (/&)

Mr. FU Pengxu ~HE B4
Mr. XIE Qingxi 815 = 5t 4

Independent Non-executive Directors

BUHHTEE

Mr. CHU Kin Wang, Peleus ki 754 C
Mr. LI Zhigiang ZE 558 56 4

Mr. ZHANG Jinhua 3R3E 5t 4 M

Notes:
C - chairman
M — member

Profiles of the Directors are set out on pages 23 to 27 of this
annual report and is updated on the website of the Company.

The Board believes that the balance between Executive and
Non-Executive Directors is reasonable and adequate to provide
sufficient checks and balances that safeguard the interests
of shareholders and the Group. The non-executive Directors
provide the Group with diversified expertise and experience.
Their views and participation in Board and committee meetings
bring independent judgement and advice on issues relating
to the Group’s strategies, performance, conflicts of interest
and management process, to ensure that the interests of all
shareholders are taken into account. One of the independent
non-executive directors, Mr. Chu Kin Wang, Peleus possesses
the appropriate professional accounting qualifications or related
financial management expertise as required under the Listing
Rules.
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The Group provides briefings and other training to develop
and refresh the Directors’ knowledge and skills. The Group,
together with its legal counsel, continuously update Directors
on the latest developments regarding the Listing Rules and
other applicable regulatory requirements, to ensure compliance
and enhance their awareness of good corporate governance
practices.

During the year, the Company organised a formal training
sessions conducted by K&L Gates Solicitors for the Directors.
The training sessions covered topics including the new
Corporate Governance Code, the disclosure of price sensitive
information and establishment of an internal control system. All
Directors attended the sessions.

The Board Meetings
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 meetings 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 meetings 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.

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.
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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.

ATTENDANCE RECORD AT MEETINGS

The attendance record of the Directors at the meetings of
the Board, the Audit Committee, Remuneration Committee,
Nomination Committee and general meeting during the 2012
Financial Year are set out in the following table:

EEARZRAFAMENARARIZBEBRHES
HEFSRANERNRY - EFg EF8%
BeeRERAALEZETERMERNERLK
EHARTE - RERENGEREAXEEEE
REZREEREER EFEe2REFEZXE
ERARKRERBARNERE - FAEERS
EREA - BHAEARNRAEHARE -

EREREKBRHTE #EE  REZE/
INEEREAREMETERSE - EF0AF
Z > RFIEFSHER  ISRBIUEESR
5o BRBAARARXN -

RARIAFT ARBREREFNERERET
HEBEXEEER A E DERTHLEE
EMERABEERR -

BRNHFERLE

TRIIR T —_FURFEHNREFLRE
=g BERZRE® ¥MZEE RRZBET
ERLE VN0l

Meetings attended/Meetings held

HESERY SERY
Audit Remuneration Nomination General
Board Committee Committee  Committee meeting
EZg¢ ERZEE FMZEE REZEE RRAE
Executive Directors HITEE
Mr. ZHAOQ Zhijun HEELE
(Chief Executive Officer) (TTk4e%) 22 NATER 1 N/ATNE A 1"
Mr. WANG Wenbo FREAE 2/2 N/ANEF NATNER N/ATER 1
Ms. YANG Weixia BEERT 2/2 N/ANEF NATNER N/ATER 1
Non-executive Directors FHTEE
Mr. Wilson SEA (Chairman) Wilson SEA%E (/) 22 NANER  NATER 7n 7
Mr. XIE Qingxi HEBEE 2/2 N/ANEF NATNER N/ATER 1
Mr. FU Pengxu REmEE 22 N/ATNER N/ATEF N/ATNE A n
Independent BUFHTEE
non-executive Directors
Mr. CHU Kin Wang, Peleus N it 22 2/2 i 1N 10
Mr. LI Zhigiang FEBELE 2/2 22 NATER  NATER 1"
Mr. ZHANG Jinhua REELE 2/2 2/2 1 11 1
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

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. Wilson Sea, formerly known as 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.

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 2012 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.
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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.

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.
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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.

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 and maintained on the
websites of the Company and HKEx. 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, has
been the chairman of the Audit Committee.
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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 Audit Committee will hold meetings at least twice a year.

The Audit Committee recommended to the Board on the re-
appointment of Deloitte Touche Tohmatsu as the Company's
external auditors 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 auditors.

For the year ended 31 December 2012, the Group's external
auditors, Deloitte Touche Tohmatsu, provided interim review
and annual audit services. For the year ended 31 December
2012, the total fee paid/payable in respect of services provided
by the Group’s external auditors is set out below:
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RMB’000

ARETR

Annual audit services FERZIRTE 1,300
Interim review services o ER IR B AR 15 406

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

During the 2012 Financial Year, the Audit Committee has,
amongst other things, reviewed the half-yearly and annual
results of the Company and the internal control matters of the
Company.

The Audit Committee has reviewed with the management
in conjunction with the auditors, the audited annual financial
statements of the Group for the 2012 Financial Year and the
accounting principles and practices adopted by the Group. The
annual report for the 2012 Financial Year has been reviewed by
the Audit Committee.
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Nomination Committee

The Nomination Committee was established on 19 October
2011, The terms of reference for the Nomination Committee
in compliance with the Recommended Best Practice and
maintained on the websites of the Company and HKEx. The
members of the Nomination Committee are Mr. Wilson Sea,
Mr. Chu Kin Wang, Peleus and Mr. Zhang Jinhua. Mr. Wilson
Sea is the chairman of the Nomination Committee.

The Nomination Committee is responsible for formulating
policy and making recommendations to the Board on
nominations, appointment of Directors and Board succession.
During the 2012 Financial Year, the Committee has, amongst
other things, developed selection procedures for candidates
for directorship, and considered different criteria including
appropriate professional knowledge and industry experience.
The Committee also reviewed the size, structure and
composition of the Board and assessed the independence of
the Independent Non-Executive Directors. The Committee is
provided with sufficient resources enabling it to perform its
duties and it can seek independent professional advice at the
Company’s expense if necessary.

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 and maintained on
the websites of the Company and HKEx. 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.

During the 2012 Financial Year, the Remuneration Committee
reviewed the structure of remuneration for executive
directors and assessed performance of executive Directors.
The Remuneration Committee has the responsibility for the
determination, within agreed terms of reference, of specific
remuneration packages for executive directors and other
members of the Executive Committee, including salaries,
retirement benefits, bonuses, long-term incentives, benefits
in kind and any compensation payments. The Remuneration
Committee commits to bringing independent thought and
scrutiny to the development and review process of the Group
with regards to remuneration. No director is allowed to take
part in any discussion about his own remuneration.
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The Remuneration Committee will hold meetings at least once
a year.

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.

ACCOUNTANCY AND AUDIT

Financial reporting

The Board acknowledges its responsibility for preparing
the Company'’s financial statements for 2012 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. The 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 58 to 59 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 2012 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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SHAREHOLDERS’ RIGHTS

Procedures for convening of an extraordinary
general meeting and putting forward proposals at
shareholders’ meeting

Pursuant to Article 58 of the Articles of Association of the
Company, Shareholder(s) holding at the date of deposit of the
requisition not less than one-tenth of the paid-up capital of the
Company carrying the right of voting at general meetings of the
Company (the “Requisitionist(s)”) may, by written requisition
(the “Requisition”) to the Board or the Company Secretary, to
require an extraordinary general meeting (“EGM") to be called
by the Board for the transaction of any business specified in the
Requisition. The Requisition shall be deposited at the principal
place of business of the Company in Hong Kong. The EGM shall
be held within two months after the deposit of the Requisition.
In the event that the Board fails to proceed to convene the
EGM within twenty-one days of the deposit of the Requisition,
the Requisitionist(s) may do so in the same manner, and all
reasonable expenses incurred by the Requisitionist(s) as a
result of the failure of the Board shall be reimbursed to the
Requisitionist(s) by the Company.

Procedures for shareholders to put enquiries to the
Board

Shareholders should direct their enquiries about their
shareholdings to the Company’s branch share registrar in Hong
Kong, Tricor Investor Services Limited at 26th Floor, Tesbury
Centre, 28 Queen’s Road East, Wanchai, Hong Kong. In respect
of other enquiries, Shareholders may put forward enquiries to
the Board through the Company’s principal place of business
in Hong Kong which will direct the enquiries to the Board for
handling.

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.
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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 all directors 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.

Changes in the Company’s Constitutional Documents
There is no change in the Company’'s memorandum of
association and the Articles during the 2012 Financial Year.

COMPLIANCE WITH CODE, REVISED CODE AND
MODEL CODE

Code for securities transactions by Directors

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers set out in Appendix
10 to the Listing Rules (the “Model Code"”). The Company
has made specific enquiry of all the Directors regarding any
non-compliance with the Model Code during the 2012 Financial
Year and they have confirmed their full compliance with the
required standard set out in the Model Code for the 2012
Financial Year.

The Company has also adopted the Model Code as the Code
for Securities Transactions by Relevant Employees to regulate
dealings in securities of the Company by certain employees
of the Company, or any of its subsidiaries and the holding
companies who are considered to be likely in possession
of unpublished price sensitive information in relation to the
Company or its securities.
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COMPANY SECRETARY

The Company has appointed Mr. Hung Man Yuk, Dicson as
its Company Secretary, and Mr. Hung is responsible for all
the secretarial service. Mr. Hung confirmed that for the year
under review, he has taken no less than 15 hours of relevant
professional training.

DIRECTORS’ RESPONSIBILITY STATEMENT

The Board acknowledges its responsibility to ensure that sound
and effective internal control systems are maintained so as to
safeguard the Group's assets and the interest of shareholders.
The Board is responsible for reviewing the internal control
policies and has delegated the day-to-day management of
operational risks to the Executive Directors.

The Directors acknowledge their responsibility for preparing the
financial statements of the Group in accordance with statutory
requirements and applicable accounting standards. The Group’s
annual results and interim results are announced on a timely
basis.
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Independent Auditor’s Report
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TO THE SHAREHOLDERS 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 60 to 134, which comprise the
consolidated statement of financial position as at 31 December
2012, 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 ("HKFRSs") issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA™) 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 HKICPA. 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 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 2012, and of its profit and cash flows for the year
then ended in accordance with HKFRSs 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

28 March 2013
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Consolidated Statement of Comprehensive Income
meZEBERK

For the year ended 31 December 2012
B2 —F——Ff =1 —HIFFE

2012 2011
—E-—C—F —E——%F
Notes RMB’000 RMB'000
WiaE ARETT AREFT
(Restated)
(geE5)
Revenue Wz 8 498,834 556,868
Cost of sales HEKAR (400,622) (436,163)
Gross profit ESAl 98,212 120,705
Other income and expenses, other Hp AKX
gains and losses HAib s k&1 9 5,979 53,212
Selling and distribution expenses HENRDHEAX (25,575) (24,236)
Research and development e H
expenditure (17,600) (17,743)
Administrative expenses TR S (36,483) (32,817)
Listing expenses Esiliba - (14,908)
Finance costs LN 10 (13,317) (15,113)
Profit before tax BRE A R 11 11,216 69,100
Taxation | 12 (3,794) (12,207)
Profit for the year FRRF 7,422 56,893
Other comprehensive expense E 2wy
Exchange difference arising on MHEFTEEE R
translation (207) -
Profit and total comprehensive income FEREF R 2 E WA EZE
for the year 7,215 56,893
Earnings per share — Basic (RMB) FRERN -EX(ARET) 15 0.02 0.23

China Vehicle Components Technology Holdings Limited
Annual Report 2012
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Consolidated Statement of Financial Position
2 A AN
e gz
At 31 December 2012
R-F——#F+=-A=+—H
2012 2011
—E——fF —T——F
Notes RMB’000 RMB’'000
Kiat AR¥T T ARETTT
NON-CURRENT ASSETS REBEE
Property, plant and equipment ME - BB N&E 16 373,894 194,525
Prepaid lease payments BEAEe 17 135,746 100,845
Deposits paid for acquisition of BB (s A
land use rights Bfize 3,650 46,211
Deposits for acquisition of property, BEYE BEK
plant and equipment Bt 3,678 73,5673
Intangible assets mEE 18 861 1,310
Goodwill EES 19 29,655 29,655
Deferred tax assets RIEF IR E E 20 3,807 2,907
Trade receivables =) e e 22 10,053 -
561,344 449,026
CURRENT ASSETS REEE
Inventories FE 21 79,548 56,182
Trade and other receivables B 5 N EAEWGRIA 22 230,305 232,580
Prepaid lease payments JERHEe 17 2,894 2,153
Restricted bank balances TR HISRITAERR 23 45,000 41,985
Bank balances and cash IRITEHR LIRS 23 26,300 122,621
384,047 455,521
TOTAL ASSETS EEHAE 945,391 904,547
CURRENT LIABILITIES REEE
Trade and other payables B 5 M H M FERFRIA 24 279,161 255,541
Advance from customers LIEESEWAEINE N 3,246 1,185
Borrowings — due within one year B ——FE RN 25 272,153 181,000
Income tax payable FERS TS 17,082 16,001
Deferred income PEIELA 26 928 1,556
Provisions B 27 7,454 7,628
580,024 462,911
NET CURRENT LIABILITIES FBEERE (195,977) (7,390)
TOTAL ASSETS LESS CURRENT EEABRABEE
LIABILITIES 365,367 441,636
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Consolidated Statement of Financial Position

mEMBRRR

At 31 December 2012
RZFE——F+=-H=1+—H

2012 2011
—E-—C—F —E——%F
Notes RMB’000 RMB’000
WiaE ARBT T AREFT
NON-CURRENT LIABILITIES FRBEE
Borrowings — due after one year Bk — — 1% 5 E 25 74,000 156,210
Other payables HAib e FRIE 24 1,496 2,048
Deferred income IEEA 26 8,332 9,054
83,828 167,312
TOTAL LIABILITIES FER=RE 663,852 630,223
OWNERS' EQUITY BEAER
Share capital [N 28 26,217 26,217
Reserves B 255,322 248,107
TOTAL OWNERS' EQUITY BEEAERETT 281,539 274,324
TOTAL LIABILITIES AND OWNERS’ BEREEAER
EQUITY &5t 945,391 904,547

The financial statements on pages 60 to 134 were approved H60E134HE ZHBHERLEEGN —_T—=F
and authorised for issue by the Board of Directors on 28 March ~ =H —+/\B#bE REHETIZE - AT ALK
2013 and are signed on its behalf by: xEE:

Mr. ZHAO Zhijun Ms. YANG Weixia

HEERE BEELT
DIRECTOR DIRECTOR
EF EF

China Vehicle Components Technology Holdings Limited
Annual Report 2012
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Consolidated Statement of Changes in Equity
= A
mEERBEHR
For the year ended 31 December 2012
BE—F——FF+-_A="1—HIFFE
Share
capital/ Reserves Total
paid-in il owners’
capital Share Capital Surplus  Translation ~ Retained equity
RA/  premium  reserves  reserves reserve  earnings FEA
fRRE  ROGBE RARE  BSEE  RERE  REEN ERaH
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTT ARETT ARETT ARETT ARETR ARETT ARETR
(note a) (note )
(Wia) (Wit
At 1 January 2011 R=F—%-A-A 330 - 42,899 12,379 - 10,647 66,255
Profit and total comprehensive  FREH R2ERA
income for the year fek - - - - - 56,893 56,893
Group Reorganisation (note b) ~ EE 4 (Hsth) 326) 70,380 18 - - - 70072
Issue of new share (Note 28] Z/Tiikin (Hii28) 6,554 85,207 - - - - 91,761
Transaction cost attributable to 247G BAA
issue of shares - (10,657) - - - - (10,657)
Capitalisation issue (Note 28)  BALE47(H:28) 19,659 (19,659 - - - - -
Appropriations B - - - 7013 - (7,013) -
At 31 December 2011 and WoE—F+-A=+-Hk
1 January 2012 —T--5-f-A 26,217 125,271 42917 19,392 - 60,527 274,324
Profit for the year FREH - - - - - 7422 7,422
Exchange difference arising BEHELESEE
on translation - - - - (207) - (207)
Profit and total comprehensive  FREH K2 EMALE
income for the year - - - - (207) 7422 7215
Appropriations B - - - 1377 - (1,377) -
As at 31 December 2012 ——F+-A=1+-H 26,217 125,271 42917 20,769 (207) 66,572 281,539
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Consolidated Statement of Changes in Equity
MEERREBR

(a)

(b)

(c)

For the year ended 31 December 2012
B2 —F——Ff =1 —HIFFE

Notes:

The balance as at 1 January 2011 mainly arising from various
reorganisation (the “Group Organisation”, as defined in Note 2) to
streamline the Group's structure prior to the listing of the Company's
shares on the Main Board of The Stock Exchange of Hong Kong
Limited in prior years.

The Company was incorporated on 27 April 2011 and became
the holding company of Merit Leader Investment Limited (“Merit
Leader”) on 22 May 2011. The Company acquired entire share
capital of Merit Leader and the amounts owed by Guang Da (China)
Automotive Components Holdings Limited (“Guang Da Automotive”)
of HK$80 million (equivalent to approximately RMB70.1 million) to the
Founders (as defined in Notes 2) 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.

Both Merit Leader and Guang Da Automotive are wholly-owned
company of the Founders.

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.

China Vehicle Components Technology Holdings Limited
Annual Report 2012
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Consolidated Statement of Cash Flows
= =
n \1%?1?1?&25%%3?1%55
For the year ended 31 December 2012
BE—F——FF+-_A="1—HIFFE
2012 2011
—E——F —E——F
RMB’000 RMB’000
AR¥T T ARETTT
OPERATING ACTIVITIES SRR
Profit before tax MR AR 11,216 69,100
Adjustments for: EYEH AT EE -
Amortisation of intangible assets A 449 449
Depreciation of property, plant and ME - BB M
equipment RAEITE 15,130 14,933
Deferred income released to profit or loss BB MIRITIRA (2,175) (2,559)
Gain from settlement of legal proceedings HEEERFHEMN RS - (5,467)
Gain on disposal of property, plant and HEME - BEN
equipment Bigilolen (121) (422)
Interest income FEUA (1,580) (1,059)
Interest expense FERX 13,317 15,113
Reversal of provision for obsolete and RENBIETE
slow-moving inventories BR[O - (2,974)
Impairment loss (reversal of impairment FhE 5 UG IEER A
loss) recognised in respect of trade REBECRESIERER) -
receivables, net R 5,756 (1,355)
Impairment loss recognised in respect of ThE b FE U R IB TE R Y
other receivables REEE 5,117 -
Release of prepaid lease payments RRTENFE S 2,153 1,943
Operating cash flows before movements in LIEE BRI
working capital KR eRE 49,262 87,702
(Increase) decrease in inventories FEEM)R A (23,366) 22,642
Increase in trade and other receivables B 5 N E A FEURGRIBIE AN (17,520) (35,708)
Increase (decrease) in trade and B 5 REMERFIE
other payables EICHD) 22,667 (7,962)
Increase (decrease) in advance KEEFPH
from customers TERTFIE N OR ) 2,061 (2,290)
Cash generated from operations CEEIRE 33,104 64,384
Income tax paid EATFTISH (3,613) (5,403)
NET CASH FROM OPERATING ACTIVITIES K FHAEBRESFE 29,491 58,981
INVESTING ACTIVITIES BRETE
Additions of property, plant and equipment INEME - BB R (91,511) (35,618)
Grants received in relation to acquisition of THUEME BENEREZ
property, plant and equipment BltEe 825 7,325
Interest received BFIE 1,580 1,059
Proceeds from disposal of property, HEME - BE&
plant and equipment HEFTEIE 451 1,488
Deposit paid for acquisition of RUFEYIZE - BB K&
property, plant and equipment BB RS (17,243) (72,157)
Payment for acquisition of land use rights B + {5 AR 2 (K (3,650) (39,475)
Net cash inflow from acquisition of WE—RMBARZ
a subsidiary (Note 35) Re RN FRE(MEE35) 795 -
Placement of restricted bank deposits TFREZBRHERITIF X (98,000) (100,966)
Release of restricted bank deposits RS ZIR BRI TIE 94,985 122,981
NET CASH USED IN INVESTING ACTIVITIES ®EZFEFFARETEE (111,768) (115,363)

HEHEERESREREERERAR
T _FFR
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Consolidated Statement of Cash Flows

RERERER

For the year ended 31 December 2012
B2 —F——Ff =1 —HIFFE

a0 =
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2012 2011
—E——F —E——%F
RMB’000 RMB’'000
AR®T ARBEFIT
FINANCING ACTIVITIES Al E S B
Interest paid BEAFLE (22,987) (18,044)
New borrowings raised FrigEs 219,943 352,210
Proceeds from issue of new shares BT P15 RIA - 91,761
Payments of transaction costs attributable to 7T AR FE(E 32 BB 34
issue of new shares - (10,657)
Repayment of borrowings BIEER (211,000) (278,300)
NET CASH (USED IN) FROM FINANCING BEEE (FTR) Bz
ACTIVITIES R&FHE (14,044) 136,970
NET (DECREASE) INCREASE IN CASHAND BERRLSZEYWORD)
CASH EQUIVALENTS EHNFEE (96,321) 80,588
CASH AND CASH EQUIVALENTS AT THE FPRERBLEEY
BEGINNING OF THE YEAR 122,621 42,033
CASH AND CASH EQUIVALENTS AT FRESRRESEEY
THE END OF THE YEAR 26,300 122,621
Cash and cash equivalents represented by BERIBEEEED
Bank balances and cash BNRITHER RIS 26,300 122,621

China Vehicle Components Technology Holdings Limited

Annual Report 2012
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Notes to the Financial Statements
p  EL

For the year ended 31 December 2012
BE—F——FF+-_A="1—HIFFE

1.

GENERAL

The Company is 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 section under
heading of “Corporate Information”) 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
34.

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 Automotive Shock Absorber Company
Limited (“Nanyang Xijian"”), the holding company of
Haikou Danjiang and Ying Saite (both are defined in
Note 34), 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.

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:

-
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For the year ended 31 December 2012
B2 —F——Ff =1 —HIFFE

2.

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS (Cont’d)

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
2011 have been prepared as if the Company had been
the holding company of Merit Leader and its subsidiaries
throughout the year.

As at 31 December 2012, the Group had net current
liabilities of approximately RMB195,977,000. The
directors of the Company are of the opinion that, taking
into account the available banking facilities and internal
financial resources of the Group, the Group has sufficient
working capital for its present requirements that is for
at least the next twelve months commencing from the
date of the consolidated financial statements. Hence, the
consolidated financial statements have been prepared on
a going concern basis.

China Vehicle Components Technology Holdings Limited
Annual Report 2012
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APPLICATION OF NEW AND REVISED HONG 3.

KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs")

In the current year, the Group has applied the following
Amendments to HKFRSs issued by the HKICPA.

Amendments to HKAS 12 Deferred Tax: Recovery of
Underlying Assets;

Amendments to HKFRS 7 Financial Instruments:
Disclosures — Transfers of
Financial Assets; and

Amendments to HKAS 1 As part of the Annual
Improvements to HKFRSs
2009-2011 Cycle issued in
2012.

Except as described below, the application of the
Amendments to HKFRSs in the current year has had no
material impact on the Group's financial performance and
positions for the current and prior years and/or disclosures
set out in these consolidated financial statements.

Amendments to HKAS 1 Presentation of
Financial Statements (as part of the Annual
Improvements to HKFRSs 2009-2011 Cycle
issued in June 2012)

Various amendments to HKFRSs were issued in June
2012, the title of which is Annual Improvements to
HKFRSs (2009-2011 Cycle). The effective date of these
amendments is annual periods beginning on or after 1
January 2013.

In current year, the Group has applied for the first time the
amendments to HKAS 1 in advance of the effective date
(annual periods beginning on or after 1 January 2013).
HKAS 1 requires an entity that changes accounting policies
retrospectively, or makes a retrospective restatement
or reclassification to present a statement of financial
position as at the beginning of the preceding period
(third statement of financial position). The amendments
to HKAS 1 clarify that an entity is required to present
a third statement of financial position only when the
retrospective application, restatement or reclassification
has a material effect on the information in the third
statement of financial position and that related notes are
not required to accompany the third statement of financial
position. Upon the adoption of the amendment, as there
no effect on the consolidated statement of financial
position resulting from reclassification set out in Note 37,
the consolidated statement of financial position as at 1
January 2011 is not presented.
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For the year ended 31 December 2012

BE-—F——Ff+ - H=1—HIFE

3. APPLICATION OF NEW AND REVISED HONG 3.
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs"”) (Cont’d)
The Group has not early applied the following new and
revised HKFRSs, HKASs, amendments and interpretation

PR 5T IR A 5T 558 B 06 3 0
BI ([ & B I8R5 %8 ) (47)

AREEI AR PR T2 B/AIE MR ER
HFTE] KR BB S REER - B

(collectively referred to as the “new and revised FTEER - BT A R RRE

HKFRSs") that have been issued but are not yet effective:

Amendments to HKFRSs Annual Improvements to HKFRSs EAMBREER EARBREER
2009-2011 Cycle, except for the EHEN —ZTNER
amendments HKAS 11 “E——FEHH

FEME(BAEER
FVRBETARIN

Amendments to HKFRS 7 Disclosures - Offsetting Financial Assets BAM BRG] BBE-SBEER
and Financial Liabilities' ETREFR SRBEHE

Amendments to HKFRS 9 and Mandatory Effective Date of HKFRS 9 BB EREER EENBREER

HKFRS 7 and Transition Disclosures? FOR REBIB FORamEM AR
WELAETREITA  BEEER
Amendments to HKFRS 10, Consolidated Financial Statements, Joint BRI BREER GFRUBHE  ARTHRA
HKFRS 11 and HKFRS 12 Arrangements, Disclosure of Interests £10% - BANHG o EERERRRE -
in Other Entities: Transition and BERAENHR BEiEs)
Guidance! BRUBREEN
ERVEACHES
Amendments to HKFRS 10, Investment Entities? BRI BREER RERER
HKFRS 12 and HKAS 27 £105; - AANHK
REEUE12F R
BEeEN
FITFAEFTA

HKFRS 9 Financial Instruments? BANBREENFNE SBIE

HKFRS 10 Consolidated Financial Statements' BANBHREENE05 SEAMEER

HKFRS 11 Joint Arrangements'’ BENBREENE S ERTH

HKFRS 12 Disclosure of Interests in Other Entities’ BEUBREENE 125 HMEEEEORE

HKFRS 13 Fair Value Measurement' EAMSHRE LRSI ATEHE

HKAS 19 (as revised in 2011)  Employee Benefits' EEGILERIE19%  RERF)

(RZB——FEE1T)
HKAS 27 (as revised in 2011)  Separate Financial Statements’ BESIENFES,  BUMBERK

HKAS 28 (as revised in 2011)

Amendments to HKAS 1

Investments in Associates and Joint
Ventures

Presentation of ltems of Other
Comprehensive Income*

(R=F——FREH])
BAEERB28%:
(R=F——FEE5T)

REERRARARRRANEE

BAGIEAZ1REIA K2 AREERHZT]

Amendments to HKAS 32 Offsetting Financial Assets and Financial BASIENERS  SREEREREEZER
Liabilities? EHEN

HK(IFRIC) - Int 20 Stripping Costs in the Production Phase B (EREBRE BRESEERB Y
of a Surface Mine! REZEE)-F20%  HEAA
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Cont'd)

Effective for annual periods beginning on or after 1 January

2013.

2 Effective for annual periods beginning on or after 1 January
2014.

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

4 Effective for annual periods beginning on or after 1 July 2012.

The directors of the Company anticipate that the
application of the new and revised HKFRSs, other than
those set out below, will have no material impact on the
consolidated financial statements.

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.

Key requirements of HKFRS 9 are described as follows:

° All recognised financial assets that are within
the scope of HKAS 39 Financial Instruments:
Recognition and Measurement are 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.
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Notes to the Financial Statements
i e

For the year ended 31 December 2012
B2 —F——Ff =1 —HIFFE

3.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Cont'd)

HKFRS 9 “Financial Instruments” (Cont’d)

° With regard to the measurement of financial
liabilities designated as at fair value through profit
or loss, HKFRS 9 requires that 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
of financial liabilities attributable to changes in the
financial liabilities’ credit risk are not subsequently
reclassified to profit or loss. Under HKAS 39, the
entire amount of the change in the fair value of the
financial liability designated as fair value through
profit or loss was presented in profit or loss.

HKFRS 9 is effective for annual periods beginning on or
after 1 January 2015, with earlier application permitted.

The directors anticipate that HKFRS 9 will be adopted
by the Group for the annual period beginning 1 January
2015 and that the application of HKFRS 9 in the future is
unlikely to have significant impact on amounts reported
in respect of the Group's financial assets and financial
liabilities based on an analysis of the Group’s financial
instruments as at 31 December 2012.

HKFRS 13 “Fair Value Measurement”

HKFRS 13 establishes a single source of guidance for
fair value measurements and disclosures about fair
value measurements. The 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.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Cont'd)

HKFRS 13 “Fair Value Measurement” (Cont’d)

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

The directors anticipate that HKFRS 13 will be adopted
in the Group's consolidated financial statements for the
annual period beginning 1 January 2013 and that the
application of the new standard is unlikely to affect the
amounts reported in the consolidated financial statements
but may result in more extensive disclosures in the
consolidated financial statements.

Amendments to HKAS 1 “Presentation of Items
of Other Comprehensive Income”

The amendments to HKAS 1 Presentation of Items of
Other Comprehensive Income introduce new terminology
for the statement of comprehensive income and
income statement. Under the amendments to HKAS 1,
a 'statement of comprehensive income’ is renamed as
a 'statement of profit or loss and other comprehensive
income’ and an ‘income statement’ is renamed as a
‘statement of profit or loss’. The amendments to HKAS
1 retain the option to present profit or loss and other
comprehensive income in either a single statement or
in two separate but consecutive statements. However,
the amendments to HKAS 1 require items of other
comprehensive income to be grouped into two categories:
(a) items that will not be reclassified subsequently to
profit or loss; and (b) items that may be reclassified
subsequently to profit or loss when specific conditions
are met. Income tax on items of other comprehensive
income is required to be allocated on the same basis — the
amendments do not change the option to present items
of other comprehensive income either before tax or net of
tax.

The amendments to HKAS 1 are effective for annual
periods beginning on or after 1 July 2012 and will be
adopted in the Group’s consolidated financial statements
for the annual period beginning 1 January 2013. The
presentation of items of other comprehensive income
will be modified accordingly when the amendments are
applied in future accounting periods.
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For the year ended 31 December 2012
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4.

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 and services.

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.

Income and expenses of subsidiaries acquired during
the year are included in the consolidated statement
of comprehensive income from the effect date of
acquisition.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Goodwill

Goodwill arising on an acquisition of a business is carried
at cost less 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 Group's cash-generating units
(or groups of cash-generating units) that is expected to
benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually, or more
frequently when 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 its carrying
amount, 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 on a pro rata basis
based on the carrying amount of each asset in the unit.
Any impairment loss for goodwill is recognised directly in
profit or loss. 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, net of
sales related taxed.
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Notes to the Financial Statements
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For the year ended 31 December 2012
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4. SIGNIFICANT ACCOUNTING POLICIES FESFTBEE)
(Cont’d)
Revenue recognition (Cont'd) Wt (&)

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:

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

o 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;

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

° the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Service income is recognised when services are provided.

Interest income 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 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 the 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.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Leasing (Cont'd)

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.

Acquisition of assets through acquisition of a
subsidiary

Where an acquisition of an asset or group of assets that
does not constitute a business, the Group identify and
recognise the individual identifiable assets acquired and
liabilities assumed by allocating the purchase price to the
individual identifiable assets and liabilities on the basis of
their relative fair values at the date of purchase.

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 exchanges prevailing
on 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 that
date. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

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.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's
foreign operations are translated into the presentation
currency of the Group (i. e. RMB) using exchange rates
prevailing at the end of each reporting period. Income and
expenses items are translated at the average exchange
rates for the year. Exchange differences arising, if any,
are recognised in other comprehensive income and
accumulated in equity under the heading of translation
reserve.

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.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

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 on a systematic and rational
basis 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 to state-managed retirement benefit schemes
are recognised as expenses when employees have
rendered service entitling them to the contributions.

Taxation
Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from ‘profit before tax’ 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.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Taxation (Cont’d)

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax base used in the computation of taxable
profit. Deferred tax liabilities are generally recognised for
all taxable temporary differences. 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 associated with 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.

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.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

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) less their residual values
over their estimated useful lives, 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.

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 the 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 profit or
loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

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

Amortisation for intangible assets with finite useful lives
is recognised 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.

An intangible asset is derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. 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.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Intangible assets (Cont’d)

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 recognised 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
with finite useful lives 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.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Impairment of tangible and intangible assets
(Cont’d)

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or a cash-generating unit)
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 activities (or from the development phase of
an internal project) is recognised if, and only if, all of the
following have been demonstrated:

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

° 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;

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

° the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.
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4.

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 recognised in 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. Costs of inventories are 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, 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 financial
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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4.

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, 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

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

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

For certain categories of financial assets, such as trade
and other 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.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

Financial instruments (Cont’d)

Financial assets (Cont'd)

Impairment of financial assets (Cont’d)

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with
the exception of trade and other 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 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 after deducting
all of its liabilities. Equity instruments issued by the
Company are recognised at the proceeds received, net of
direct issue costs.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

Financial instruments (Cont’d)

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

Interest expense is recognised on an effective interest
basis.

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

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.

On derecognition of a financial asset, 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 expires. The difference between the carrying amount
of the financial liability derecognised and the consideration
paid and payable is recognised in profit or loss.
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5.

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 are 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.

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.
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CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Cont’d)

Key sources of estimation uncertainty (Cont’d)

5.

(b)

(c)

Estimated impairment of trade and other
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. The carrying amount of
trade and other receivables is set out in Note 22. A
reversal of the allowance for doubtful trade debts of
approximately RMB244,000 (2011: RMB2,836,000)
was recognised for the year ended 31 December
2012. Impairment loss of RMB6,000,000 (2011:
RMB1,481,000) and RMB5,117,000 (2011: nil) in
respect of trade receivables and other receivables,
respectively, was recognised in profit or loss during
the year ended 31 December 2012.

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.
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CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Cont’d)

Key sources of estimation uncertainty (Cont’d)

(c)

(d)

(e)

Impairment of inventories (Cont’d)

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. The carrying amount of inventories
is set out in Note 21. No provision or reversal of
provision for obsolete and slow-moving inventories
(2011: a reversal of provision for obsolete and
slow-moving inventories of RMB2,974,000) was
recognised for the year ended 31 December 2012.

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. The carrying amount of
provision for warranty is set out in Note 27.

Estimated impairment on goodwill

Determining whether goodwill is impaired requires
an estimation of the value in use of the cash-
generating unit to which goodwill has been
allocated. The value in use calculation requires the
Group to estimate the future cash flows expected
to arise from the cash-generating unit 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 2012, the carrying amount of goodwill
was RMB29,655,000 (2011: RMB29,655,000) and
no impairment loss was recognised for the year
ended 31 December 2011 and 2012. Details of the
impairment testing on goodwill are disclosed in Note
19.
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For the year ended 31 December 2012
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6.

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.

FINANCIAL INSTRUMENTS
(a) Categories of financial instruments

Financial instrument

e | | J % l
'_"'-—-’ - S | 'ﬁh_’,’

BEXERER
AEEEREERNARRAEEANE L
REFT B2 R B B B CIE TS Mg s At B4
REREREAEE - R E—EFE - A%
B RS S T -

AEENEEABRITFER(EPRERE
) REeRRSEFBYRARFHER AR
htEss - P ERRA - RipEE - B4
BEERRE AT -

HENRER - REARFDESTNES A%
EHRE B MR - BT RBITHE
FEBORA GRS FEHEBBENRERE -

£RMTE
(a) S&@WMIEFER

Carrying amount at
31 December

R+=—A=+—BWREE

classification 2012 2011
SRIAESE —E—=F —T—%
RMB’000 RMB'000
AR¥T T AREFT
Financial assets
SREE
Trade and other receivables* Loans and receivables 225,813 229,635
& 5 N A MR IE* ERREWFHIE
Restricted bank balances Loans and receivables 45,000 41,985
IR EIRTTAE R BRI ENRIE
Bank balances and cash Loans and receivables 26,300 122,621
RITHER LIRS BRI RIA
297,113 394,241
Financial liabilities
cRAE
Trade and other payables** At amortised cost 256,202 235,673
B 5 K E MR FIE** IRERERCA
Borrowings — due within one year At amortised cost 272,153 181,000
B — —F AT RS
Borrowings — due after one year At amortised cost 74,000 156,210
B — —FETIH ERER AR
602,355 572,883

*

*

Excluded advances to suppliers and prepayments.
*x Excluded payroll and welfare payables, other tax payable
and accruals.

TRERMHRERBRRIANFA -
* A EREENIEREN - EMER
MR KRB o

*
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7. FINANCIAL INSTRUMENTS (Cont’d) 7 S®MIAE)
(b) Financial risk management objectives and (b) SRIEKREEBERBX
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.

(i) 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.

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

7

SRITAE)

(b) Financial risk management objectives and (b) SREREBEEERBK(E)
policies (Cont’d)
(ii) Currency risk (i) E¥EE
Certain bank balances and other borrowing AEBATRITEH R EME
of the Group are denominated in Hong Kong I T ([T ]) REUTET
dollars (“HK$") and Euro. The Group currently B o ANEE B A7 INE
does not have a foreign currency hedging K - A - BIREEIMNE
policy. However, the management monitors R\ - ISP B R E R
foreign exchange exposure and will consider FARINER S -
hedging significant foreign currency exposure
should the need arise.
The carrying amounts of the Group's foreign REREER - NREBAINEST
currency denominated monetary assets at the ENEEEENRAEBENT
end of the reporting period are as follows:
2012 2011
—E-CF —E—F
RMB’000 RMB'000
AR¥T R AREBFIT
Bank balances IRITHERR
- HK$ — BT 1,867 41,755
— Euro —BUT 5,029 -
6,896 41,755
Other borrowing — HK$ EER—ET (7,153) (7,210)
No sensitivity analysis was prepared for the FRAAE W B E A 2 IS BT K
currency risk as the financial impact arising AL gk B R PR AR RGURRE AT ©
on changes in foreign exchange rates was
minimal.
(¢) Credit risk (c) EERKE

As at 31 December 2012, the Group’s maximum
exposure to credit risk which cause financial loss to
the Group due to failure to discharge an obligation
by counterparties is arising from the carrying amount
of the respective statements of financial position.

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
2012, the Group had concentration of credit risk on
trade receivables as 87.6% (2011: 563.2%) of total
trade receivables were due from top 10 customers.
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7.

FINANCIAL INSTRUMENTS (Cont’d)

(e)

Credit risk (Cont’d)

The Group manages this risk by reviewing the
recoverable amount of each individual trade debt
and other debt at the end of reporting period to
ensure that adequate impairment losses are made
for irrecoverable amounts.

The Group's sales to customers are mainly on an
average credit period of 90 days, whereby the
Group extended one-off credit terms of 18 to 24
months to certain particular customers as detailed
in Note 22. In order to minimise the credit risk, the
extended credit terms are only granted to large-
scale original automobile manufacturers based
on the creditworthiness and the Group's existing
relationships with the customers. In this regard, the
directors of the Company consider that the Group's
credit risk is significantly reduced.

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 good reputation and 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
receivables comprise various debtors which are all
located in PRC during the year ended 31 December
2011 and 2012.

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

-
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7. FINANCIAL INSTRUMENTS (Cont’d)

(d)

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 2012, the Group had net
current liabilities of approximately RMB195,977,000
(2011: RMB7,390,000). 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 these
financial statements after taking into consideration
of (i) available undrawn bank facilities amounting to
approximately RMB321,000,000 as at 31 December
2012 (2011: RMB210,000,000) 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. The table
includes both interest and principal cash flows.
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7. FINANCIAL INSTRUMENTS (Cont’d) 7. &@TIAE)
(d) Liquidity risk (Cont'd) (d) FEMERRRE)
Liquidity and interest risk tables REMERAZERR
Weighted
average
effective
interest 3 months Undiscounted
rate Within to 1 year Over  cash flows Carrying
#EFH 3 months =f8A 1-2years  2-5years 5 years RUE amount

EBRE AR -5 -FERE WEERRE  BBIF  ReRE REfE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETR ARMTR ARMTR ARMTR ARWTR ARETR

As at 31 December 2012 H-ZE-—&

tZA=t-A

Trade and other payables 25 R &4t fEfiz08 - 231,020 22,99 - - - 254,016 264,016
Other payables to EEEMEDFE

employees 36 - 726 566 787 489 2,568 2,186
Borrowings &30 6.9 15,717 272,261 41,683 38,397 - 368,058 346,153

246,737 295,983 42,249 39,184 489 624,642 602,355
As at 31 December 2011 R=B—-F
tZA=t-A

Trade and other payables 25 R &4t fEfiz08 - 226,144 6,600 - - - 232,744 232,744
Other payables to R EEMEDFE

employees 36 - 929 726 1185 656 3,496 2,929
Borrowings &30 7.0 25,905 169,800 68,415 95,693 - 359,813 337,210

252,049 177,329 69,141 96,878 656 596,053 572,883
(e) Fair value (e) A¥E

The fair value of financial assets and financial SREERSBABENATFENIRE
liabilities is determined in accordance with generally BRI S RENMABELENDRTE
accepted pricing models based on discounted cash BEREAETE -
flow analysis.
The management considers that the carrying EBERE  REBHEK ARG TS
amounts of financial assets and financial liabilities WERARNSREERSBRABENE
recorded at amortised cost in the consolidated MEEEQAFERS -

financial statements approximate their fair values.
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T FEER




- m? = al

Notes to the Financial Statements
B 7 3R 3R BT =

For the year ended 31 December 2012
B2 —F——Ff =1 —HIFFE

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 executive 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 and operating
segments as follows:

o 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.
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8. REVENUE AND SEGMENT INFORMATION 8. WHESHER(Z)
(Cont'd)
(b) Segment revenue and segment results (b) DEWER D IEE
Segment revenue Segment results
PR ER DEPEE
2012 2011 2012 2011
ZB-=F —_T——%F ZB-=f _T——F
RMB’000 RMB'000 RMB’000 RMB'000
ARETRT AREBTT AREBTR ARETT
OEM AR RSy 445,137 517,861 82,300 109,058
Automobile Aftermarket AEEETS 53,697 39,007 15,912 11,647
Total segment and DEEEE AR A
consolidated 498,834 556,868 98,212 120,705
Other income and g A - Efhlies
expenses, other gains KEE
and losses 5,979 53,212
Selling and distribution HE MRS EAX
expenses (25,575) (24,236)
Research and development A% H
expenditure (17,600) (17,743)
Administrative expenses 1T FIX (36,483) (32,817)
Listing expenses X - (14,908)
Finance costs Rl AR (13,317) (15,113)
Profit before tax R T BT A 11,216 69,100

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 2011 and 2012.

The accounting policies of the operating segments
are the same as the Group's accounting policies
disclosed 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.

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 presented.

A 2 UGS e 38 & E fn TN
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8. REVENUE AND SEGMENT INFORMATION 8. W#HRkoZER(E)

(Cont’d)

(¢) Geographical information (c) HuiHER
The Group principally operates in the PRC (country AEBFZRFEESE(ZEMRBEAR
of domicile of the operating subsidiaries). No A FEMER) - ERNEEAIER
material non-current assets of the Group are located EEEMAPBILASS -

outside the PRC.

Over 95% of the Group’s revenue from external REERBINEFE P HEF 5% K B
customers is derived from the PRC (country of B (ANEEERNFMER) -

domicile of the operating subsidiaries).

(d) Information about major customers (d) BBEXEEFHNESR

Revenue from major customers which accounts for IEAREERZFE10% A R E E

10% or more of the Group's revenue are as follows: ZEPHEIT
2012 2011
—E——F —E——%F
RMB’000 RMB'000
ARETT ARBT T
OEM - Customer A [REEBRER — R PA 89,518 130,458
OEM - Customer B REREREN -8B 71,771 N/A*
OEM - Customer C [REEREER -5 PC N/A* 70,724
OEM — Customer D [REEREER —FFD N/A* 69,871
* The corresponding revenue did not contribute over 10% * AR EM R T BB AEERE

of the total sales of the Group for the respective year. BAFEHEBENI0% °
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OTHER INCOME AND EXPENSES, OTHER 9.

GAINS AND LOSSES

r

=

HWARMAX - Httl s RER

2012 2011
—E-=fF —E——fF
RMB’000 RMB'000
ARETR ARBTT
Allowance for doubtful trade debts B RERE (6,000) (1,481)
Allowance for doubtful other debts E A RARE (5,117) -
Government grants (note a) BT Bh (Hieta) 10,124 30,959
Gain from settlement of legal proceedings A2 F MRS
(note b) (Kiztb) = 5,467
Gain from scrap sales EERHE & e 4,241 3,584
Gain on disposal of property, plant and HEWME - BE NRED
equipment U zs 121 422
Income from suppliers on defects claim KEHEERARREER 691 1,076
Interest income from bank deposits REARITERAFE 1,580 1,059
Others (note) EAtb (A7) (2,868) 2,505
Rental income (note) RS WA (Hat) = 5,000
Less: direct operating expenses B EREEER = (4,468)
- 532
Reversal of allowance for B 5 RERERE
doubtful trade debts 244 2,836
Release of asset-related government grants #2R4 824 2 48 78 69 B
(Note 26) (H17t26) 2,175 2,559
Recovery of bad debt written off Uz [o] #5522 BR = 1,250
Storage services income B RERSUA 788 2,444
5,979 53,212
Notes: Kiat -

BE-T——H+-A=+—HILFE  AHE
HERTHI[ERREE =TT 2 EFMESEA
FRAERER /TR RRMIMZEFLHNESR - 18
BT E SRR AR MM -

During the year ended 31 December 2012, no rental income was
recognised for a lease in respect of certain machineries from a third
party as it is not probable, in the management’s opinion, to receive
the rents from the tenant. The relevant depreciation charges were
recognised as other expenses.
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T FEER




i =5

-

Notes to the Financial Statements
i e

HrE—F—

9.

For the year ended 31 December 2012
—Ef A= —HIFEE
OTHER INCOME AND EXPENSES, OTHER

GAINS AND LOSSES (Cont’d)
Notes: (Cont'd)

Included in the amount is grants of approximately
RMB10,124,000 (2011: RMB22,959,000) being 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.

During the year ended 31 December 2011, an amount of
RMB8,000,000 representing reimbursement from local
authority received by Nanyang Xijian for termination benefits
payment made to staff on behalf of Jinguan Wangma
Information Industry Company Limited (754 5 F 45 & 5l 2
fin BBR A R]) (“Jinguan Wangma”), a non-controlling interest
shareholder of Nanyang Xijian up to April 2009, pursuant to
several government notices in 2007.

Other than RMB100,000 arising from a dispute settlement
disclosed in Note 27(ii), the remaining balance of
RMB5,367,000 representing gain on settlement between
Nianyang Xijian and Jinguan Wangma, relating to a contractual
dispute settled in September 2011.

On 23 June 2010, Jinguan Wangma commenced proceedings
against Nanyang Xijian 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. No receivable had been recognised in respect
of the demanded disbursement.

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 recognised 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. Subsequent 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.
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10. FINANCE COSTS 10. BMER A
2012 2011
—E-—C—F —T——%F
RMB’000 RMB’000
AR¥T T AREETF T
Interest on: ATEEMAE
Bank borrowings wholly repayable AN FREEEED
within five years RITER 21,445 13,918
Entrusted loans wholly repayable AN FNEEEED
within five years ZrEER 2,527 3,881
Other borrowings wholly repayable JARBFNEEEER
within five years Hb 215 245
24,187 18,044
Accretion on other payables (Note 24) E At T FIEM EET B A
(Kizt24) 187 357
24,374 18,401
Less: Amounts capitalised B B e (11,057) (3,288)
13,317 15,113

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 capitalisation rate representing the
average interest rate on such borrowings.

HMECZAREREERTESHNSHIE
FERFERERL - RfHEB—RERBE
AR BRERN N ERERE -

2012 2011
—E——fF ZET——%F
% %
Capitalisation rate BER(bE 6.45-8.10 6.32-8.00
RERE AN ERARAT @
T FEER
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For the year ended 31 December 2012
B2 —F——Ff =1 —HIFFE

11.

12.

- 8

PROFIT BEFORE TAX 11. BRHEADRR
Profit before tax has been arrived at after charging BRELADEF S R (GEA) -
(crediting):
2012 2011
—E——F —E——%F
RMB’000 RMB'000
ARETT ARBT T
Employee benefits expenses (including EERNFAZ(BEES)
directors):
— salaries and other benefits — e MEMmER 39,714 38,485
- retirement benefit scheme contributions — —:EAiEFIETEI itk 7,091 7,164
Total staff costs 8 TR 46,805 45,649
Auditor's remuneration 1% S5 A % B 1,706 1,663
Amortisation of intangible assets (included in & ZE# (B IEE
administrative expenses) THAZA) 449 449
Cost of inventories recognised as expenses R AR M7 S/
(included in cost of sales and research and (B FEEHEK AN
development expenditure) e A 410,857 436,514
Depreciation of property, plant and Y - REREEITE
equipment 15,130 14,933
Release of prepaid lease payments REREHEE D 2,153 1,943
Provision for (reversal of provision for) FRE N AT BB E (B S
obsolete and slow-moving inventories [0 (B FETESHE AR ) *
(included in cost of sales)* - (2,974)

As a result of recovery from global financial crisis and *
economic downturn, the reversal of provision for slow-moving

inventories amounting to approximately RMB2,974,000 were
recognised during the year ended 31 December 2011 upon

realisation of sales.

N ES STV
HE—T——F+-A=+—BILFRE -
BRI SRR TR T SR AR E

AER#2,974,0007T °

TAXATION 12. BiE
2012 2011
—E——fF —E——F
RMB’000 RMB’'000
ARETR ARETT

Tax expense comprises: HRIEFA Y BIE

Current tax expense BUERT TH R 2 4,694 11,644
Deferred tax (credit) expense (Note 20) RERIBF S (R R) (H720) (900) 563
3,794 12,207
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12. TAXATION (Cont'd)

The current income tax expense for the year ended 31
December 2011 and 2012 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.

Way Assauto Srl was incorporated in Italy and has had
no assessable profit subject to any profits tax since its
incorporation.

On 15 December 2009, Nanyang Xijian obtained “High
and New Technology Enterprise” status for 3 years
that entitles Nanyang Xijian a preferential tax rate of
15% for the period from 2010 to 2012 according to the
PRC tax law. Nanyang Xijian renewed its “High and
New Technology Enterprise” status in November 2012
and was accredited to 15% preferential tax rate for an
extended period up to 2015.

Other PRC established group entities did not have any
taxable profit for the year ended 31 December 2011 and
2012.

-

12.
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For the year ended 31 December 2012
B2 —F——Ff =1 —HIFFE

12. TAXATION (Cont’d) 12. BE(E)

The tax charge for the year ended 31 December 2011 HE-_ZT—FR-_T——FF+-A="F—
and 2012 can be reconciled to the profit before tax per A I FERNR KA RS 2 E R & HEER T
consolidated statement of comprehensive income as ADm R BRI -
follows:
2012 2011
—E--F —T——%
RMB’000 RMB'000
AR¥T T ARETFT
Profit before tax el 11,216 69,100
Tax at 25% 1R25% M) B R AT H VTR 2,804 17,275

RERTABEORGTZE 73 78
TRHBRA N REE &

Tax effect of tax losses not recognised
Tax effect of expenses not deductible

for tax purpose 5,896 8,370
Tax effect of income not taxable BERPMANRBE R

for tax purpose (228) (3,495)
Tax effect of additional qualified expenses  ZESNS BB AT X

deductible for tax purpose (note) MRS (I 5E) (1,977) (2,218)
Effect of tax concessions granted to Bl NGk b ih ]

a PRC subsidiary BENTE (2,709) (7,803)
Utilisation of tax losses previously BIRARTF EARERTIEEE

not recognised TS 7= (65) -

3,794 12,207

Note: The amount represents additional 50% income tax deduction in Hit - ZERERFAMELSERAE LN

FEINBO% FTISTAHIA, ©

respect of qualifying research and development expenditures
incurred for the year.
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13. DIRECTORS’, CHIEF EXECUTIVE’'S AND
EMPLOYEES' REMUNERATION

(a)

Directors’ and chief executive’s emoluments (a)
Details of the emoluments paid to the directors of
the Company, include the Chief Executive of the
Group, for the year ended 31 December 2011 and

2012 are as follow:

13. EE TRHARRESHMH

EEME

e 2——FR-_FT——F+_-A
T+ —HIEFERARREER(2RE
AEBITHRAER) IAHNMEFBD
™

2012 2011
—E——fF —T——F
RMB’000 RMB’000
AR¥T T AREETF T
Directors’ EF
- fees —18% 1,277 138
- salaries and other benefits — e REAMEF 264 264
— discretionary bonus* —WIBTEA* 1,180 850
- retirement benefits scheme —RREREH Bt 3k
contributions 17 22
2,738 1,274
The emoluments of the directors on a named basis RHZBRNEEMEIT
are as follows:
2012 2011
—E-—fF —E——fF
RMB’000 RMB'000
AR%TR AREFIT
Mr. Zhao Zhi Jun HEEELE 889 598
Ms. Wang Wen Bo TR SE 528 291
Ms. Yang Wei Xia BEELL 532 298
Mr. Fu Peng Xu NEREE(R_T—F
(appointed on 22 May 2011) AA-t+t-—HESEE) 117 13
Mr. Xie Qing Xi HBELEE(RZE—F
(appointed on 22 May 2011) AA-+-—HEZF) 117 13
Mr. Xi Chun Ying BHEDEE(R=ZE—F
(appointed on 27 August 2011) NAZT+EHEEZE) 117 13
Mr. Zhang Jin Hua REERE(RZT——F
(appointed on 19 October 2011) +A+hBEZT) 146 16
Mr. Li Zhi Qiang FTEREE(RZE—F
(appointed on 19 October 2011) +A+HLBEZT) 146 16
Mr. Chu Kin Wang, Peleus RERAE(RZZ—F
(appointed on 19 October 2011) TATNBEZE) 146 16
2,738 1,274

FEEREBERNRERERLT
T FER
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For the year ended 31 December 2012
B2 —F——Ff =1 —HIFFE
13. DIRECTORS’, CHIEF EXECUTIVE’'S AND
EMPLOYEES’' REMUNERATION (Cont'd)
(a) Directors’ and chief executive’s emoluments
(Cont’d)
Mr. Zhao Zhi Jun is also the Chief Executive of the
Company and his emoluments disclosed above
include those for services rendered by him as the
Chief Executive.

13. EE  TRRARESHFM(E)

(a) EBME(#E)
HEELRETRARBZITHRAE -

EXBEAMES DREERMERTT
AR IR BN o

(b) Employees’ emoluments (b) EEME
The five highest paid individuals of the Group for the HE-_T——F+-A=+—HItF
year ended 31 December 2012 included 3 (2011: 3) E o AEENRERRFATIRE=
directors. The remunerations of the five highest paid H(ZF——F  ZR)EF - LEK
individuals are as follows: REALHHMMT -
2012 2011
—E-—-F —ET——%F
RMB’000 RMB'000
ARET T AREF T
Employees E8
— salaries and other benefits e kEMEF 1,658 913
— discretionary bonus* *E’]I% EALY 1,470 1,050
— retirement benefits scheme —IRPREFET B
contributions 32 39
3,160 2,002
Their emoluments were within the following bands: BEMMENFLATEE -
2012 2011
—E——fF =
Nil to HK$1,000,000 (equivalents to  ZZ1,000,000/% 7T
approximately Nil to RMB813,000) (BERHNZEEARE
813,0007T) 3 5
HK$1,000,001 to HK$1,500,000 1,000,001 T2
(equivalents to approximately 1,500,000/ TC(FAER Y
RMB813,001 to RMB1,219,000) AR#813,0017tE
AR¥1,219,0007T) 2 -
5 5
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13.

14.

15.

DIRECTORS’, CHIEF EXECUTIVE'S AND

EMPLOYEES’ REMUNERATION (Cont’d)

(b) Employees’ emoluments (Cont’d)
During the year ended 31 December 2011 and 2012,
no emoluments were paid by the Group to any of
the directors of the Company 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 of the Company waived any
remuneration during the year ended 31 December
2011 and 2012.

* The discretionary bonus is determined having regard to
the performance and market trend by the remuneration
committee of the Company.

DIVIDENDS

No dividend was paid or proposed during the year ended
31 December 2012 and 2011, nor has any dividend been
proposed since the end of the reporting period.

EARNINGS PER SHARE

The calculation of basic earnings per share is based on the
following data:

13.

14.

15.

Ex - THRABRESHMZ)

(b) EEME(Z)
BHE-Z——FR-FT—=-F+=A
=+—BIEFE  ASEBERER
BEESAAERFTATZAMEAE
AN A £R [ 12 7 2 E) SR
HWE B2 E——F KT
F+ZA=+—HLFE HEES
ESEREE=2

* BBTEATIRARRFHMHE S SR
BEERTRERE

g5
RBE-_Z-——_FfR=-ZF——F+=A
=T —HIEFERREREREAARAR - #
ERFSBRAS ©

ZREAN
SRERBFITIREATRENE

2012 2011
—E——fF —T——F
Earnings BF|
Profit for the year attributable to owners MERERZFM S HARAF
of the Company for the purpose of basic A ANEGERGT]
earnings per share (RMB'000) (ARMEFITT) 7,422 56,893
Number of shares R
Weighted average number of ordinary TEREARZFME 6T B
shares for the purpose of basic IFEF 98
earnings per share 320,000,000 251,178,082

For the year ended 31 December 2011, 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 disclosed in Note 28.

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.

BE-Z——F+A=+—HIFE &
i DR S B AR IR T I B IR AR B
BN AR RIEEMAILZ B A R AR
FE2 P EE 2 B4 3 1750,000 A% 1) B (iR
B 28 AR 2 B BITMEITZ
239,950,000/ A {7

RREFASEERS AR EEAEITE
SNBEEER - MRS SREERT

FEEREHRENEERERAT
T FER
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16. PROPERTY, PLANT AND EQUIPMENT 16. ¥ - BMERRE
Furniture,
Motor fixture and Construction
Buildings vehicles equipment  Machinery in progress Others Total
i £8

g iyt e #E  ERIR Rt At
RVB'000 ~ RVB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

ARBTT ARETT ARETT ARETR ARETT ARETT ARETR

(Note)
()
CosT KA
At 1 January 2011 RIE—F
—-A—H 50,080 5,505 3,688 134,054 6,860 10,037 210,224
Additions NE 4,076 1,127 466 5,103 48,645 286 59,703
Transfer 6 - - - 606 (606) - -
Disposal HE (18) (92) - (1,813) - 9) (1,932)
At 31 December 2011 RZE—4%
and 1 January 2012 +-A=+-H
hZB-—E
—A—H 54,138 6,540 4,154 137,950 54,899 10,314 267,995
Additions AE 341 3,198 826 9,974 179,187 1,303 194,829
Disposal e - (437) - (240) - - (677)
At 31 December 2012 RZE——fF
+-A=t-H 54,479 9,301 4,980 147,684 234,086 11,617 462,147
ACCUMULATED ZHiE
DEPRECIATION
At 1 January 2011 RZZ——F
—A-H (4,657) (945) (1,484) (48,977) - (3,340) (59,403)
Provided for the year FREE (1,538) (638) (399) (11,652) - (706) (14,933)
Eliminated on disposals ~ FAHER4I3E - 44 - 817 - 5 866
At 31 December 2011 RZE—%
and 1 January 2012 +-A=+-H
RZE-—F
—A—-A (6,195) (1,639) (1,883) (59,812) - (4,041) (73,470)
Provided for the year FREE (1,560) (699) (468) (11,671) - (732) (15,130)
Eliminated on disposal NHERLE - 179 - 168 - - 347
At 31 December 2012 RZE——fF
+-R=t-H (7,755) (2,059) (2,351) (71,315) - (4,773) (88,253)
CARRYING VALUES FEE
At 31 December 2012 RZE——fF
+-R=t-H 46,724 7,242 2,629 76,369 234,086 6,844 373,894
At 31 December 2011 RZE—4F
+-R=t—H 47,943 5,001 2,271 78,138 54,899 6,273 194,525
Note: Others mainly comprise various ancillary structures including Mt Bt ERESENBEEY  BRIESE

wires, circuits and drainages etc. R BRRKES -
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16. PROPERTY, PLANT AND EQUIPMENT 16.

17.

(Cont’d)

-

The above items of property, plant and equipment,
other than construction in progress, are depreciated on

=
M BERKRBE)

BRI TI2DASMY B3 - BB KRR B 7R
B &t LA RIBEER - R THIGFHE

a straight-line basis over the following estimated useful REHNEREERE
lives taking into account of their estimated residual value:
Buildings Over the shorter of the term Bg¥F FHHASL30F
of lease, or 30 years (LABRREH BAE)
Motor vehicles 5-10 years RE 5-104F
Furniture, fixture and Over the shorter of the term B KB FAHAsk5-74F
equipment of lease or 5-7 years NG (UABREERE)
Machinery 1-15 years i = 1-15%
Others 3-20 years EAfth 3204
PREPAID LEASE PAYMENTS 17. EfRHES
RMB'000
ARETTT
At 1 January 2011 RZE——F—H—H 41,484
Additions NE 63,457
Charged for the year FAHNR (1,943)
At 31 December 2011 and 1 January 2012 RZE—F+_-_A=1+—HEK
—E——HF—HF—H 102,998
Additions NE 37,795
Charged for the year FAHER (2,153)
At 31 December 2012 R-E——F+-_A=+—H 138,640
2012 2011
—E-—F —ET——F
RMB’000 RMB’000
AR¥FT ARBFT
Analysed for reporting purposes: FLERIRE MDA
Current assets mBEE 2,894 2,153
Non-current assets FEREEE 135,746 100,845
138,640 102,998

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.

AEEOANES BN P BT HBEL
MELH - BRNESRNT F48E50FME
RSB SR -

FEEREBERRERERAT
T FEER
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18.

' 'l -
- e

INTANGIBLE ASSETS 18. BEE
Customer
relationship Patents Total
EFRE - #BEt
RMB'000 RMB'000 RMB'000
AREFTT ARETT ARBT T
COST 2%
At 1 January 2011, R—Z—F—H—H"
31 December 2011 and —T—F+=A
31 December 2012 =+—BMUK
—ZE-——F+=ZR
=+—H 3,593 555 4,148
AMORTISATION ey
At 1 January 2011 RZE——F—A—H (1,834) (555) (2,389)
Charge for the year FAMBR (449) - (449)
At 31 December 2011 and R-ZE—F+—A
1 January 2012 =t+—HK
—ET——F—HF—H (2,283) (555) (2,838)
Charge for the year FRIG (449) - (449)
At 31 December 2012 R-E——F+=7
=+—H (2,732) (555) (3,287)
CARRYING VALUES REE
At 31 December 2012 R-ZT——%+-A4
=+—H 861 - 861
At 31 December 2011 R-E——F+_-H
=+—H 1,310 - 1,310

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 8 years
Patents 4 years
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19. GOODWILL 19. BE
RMB’'000
ARBFT
COSsT 5%
At 1 January 2011, 31 December 2011 and 2012 R=-ZE—F—A—H —ZT——FK
—ET——F+-HA=+—H 29,655
IMPAIRMENT A
At 1 January 2011, 31 December 2011 and 2012 RZ-ZE—F—A—H —ZT——FK
T —HF+_H=+—H -
CARRYING VALUES FREE
At 31 December 2011 and 2012 RZE——FRZT—F
+=A=+—A 29,655

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

During the year ended 31 December 2012, 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 2.7% (2011: 4.5%) 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% (2011: 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.

AHETREAR  BEIEE —RIUEERE
AERRERERAREROTEMBA
e

BE_T—_F+-_A=t—HLFE &
BERR  EEmENRSEEBMI R
& -

BeEFBMUMRTIRESBIIREERERE
STEUAER - ZAtEAFEARSREREA
38 &2 T8 R BB R E 1R B ATt MG E
HI%IEE - BBSFHNRESELBMNT
WERBEM2.7%(ZF——4F : 45%)
BTREEEE  ZERERENRSESL
BRI TR B ERE R BRI TR R
BEXRGE - FIERREIEEA13.68% (=
T——4F 1 13.68%) °

FEREEHEENEEZRZIRRERA
mbH AR R EERBEEEHEREREN
X BRAFTRERYREELFEUMBE
RANERBHTSERNBERGL - €12
BRR  EABRRROEA ISR E
HTEEYRSELBUNREASHEEBE
SEABMNAIKREETE -

FEEREHBENEERERAT
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20. DEFERRED TAXATION 20. IEREBIE
The following is the analysis of the deferred tax assets: T BIEERIBEEND

Provision for

Allowance obsolete or
for doubtful  slow-moving
debts inventories Total
PREE R8N
RERRE FERAE et
RMB'000 RMB'000 RMB'000
AREEFTT AREEFIT AREFIT
At 1 January 2011 RZZE—F—HF—H 1,178 2,292 3,470
Charge to profit or loss BmET A M EE12)
(Note 12) (117) (446) (563)
At 31 December 2011 and RZZE—F+=A
1 January 2012 =t+—BRZZE—=F
—H—H 1,061 1,846 2,907
Credit to profit or loss REZETA K ZE12)
(Note 12) 900 - 900
At 31 December 2012 R-ZE——F+=A4
=+—H 1,961 1,846 3,807
The Group had unrecognised tax losses as follows: REFBAREZOMBEERBUOT :
RMB’000
AREEFIT
At 1 January 2011 R-E—F—HA—H 6,272
Addition NE 313
At 31 December 2011 and 1 January 2012 RZE—F+_A=+—HK
e 6,585
Utilisation A (260)
Addition NE 292
At 31 December 2012 R-_E——H+-_A=+—H 6,617
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20. DEFERRED TAXATION (Cont’d) 20. EEBIE(EZ)
No deferred tax asset has been recognised in respect R R G F SRR R AT 7B B - WEERL
of unrecognised tax losses due to the unpredictability AERMIBEEBRAEERBEE - ©
of future profits streams. As at 31 December 2012, the —ET——F+-_A=+—8 HEEBEE
tax losses of RMB6,588,000 (2011: RMB6,243,000) will AR#6,5688000L(—F——F : AR
expire up to 2017 (2011: 2016). The Group has no other 6,243,00070) HR—E—+tF(ZFT——
significant unprovided deferred tax for the year ended 31 FZE—R"F)IH-BEZZT—FK
December 2011 and 2012. ZE—ZF+ZA=1+—HLEFE  F~EH
I % B B K AR BHEIRAER I -
Under the EIT Law, withholding tax is imposed on BBEEEMERE BT /\F—HA—H
dividends declared in respect of profits earned by PRC R - IERELE R SRS LA BF B A A
subsidiaries that are received by non-PRC resident Fir SR EX A 52 F P S R B9 A% B F B AR ©
entities from 1 January 2008 onwards. At 31 December RZZE—=—F+=-A=+—8 BRL%£E
2012, deferred taxation has not been provided for in B FaT2 ) 58 [ B B 1 22 BE A R P I iR S S
the consolidated financial statements in respect of MEEERERAIBRBRTSER - i
temporary differences attributable to accumulated profits WA GRE B SRR B E SR R EHE R
of Nanyang Xijian amounting to RMB50,695,000 (2011: AR#50,6950000(ZF——F : AR
RMB39,334,000) as the Group is able to control the 39,334,000 ) 1 005 B 4 = SR B BRI
timing of the reversal of the temporary differences and it is A -
probable that the temporary differences will not reverse in
the foreseeable future.
INVENTORIES 21. B8
2012 2011
—E——fF —T——F
RMB’000 RMB'000
AR%T T ARBFIT
Raw materials [EA R 11,880 9,202
Work-in-progress RS 4,338 8,350
Finished goods SRk 63,330 38,630
79,548 56,182
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22. TRADE AND OTHER RECEIVABLES 22. ESREMEWRFIE
Trade and other receivables comprise the following: B REMBEURGIBBBENTEIE
2012 2011
—E-—-F —E——%F
RMB’000 RMB’000
AR®T T AREET T
Trade receivables B SN IE 211,452 188,308
Less: allowance for doubtful trade debts T REREME (13,074) (7,318)
198,378 180,990
Bills receivables EUEE 12,407 23,610
Other receivables (note a) HAp el R IE (fata) 28,560 24,812
Less: allowance for doubtful other debts S B REREE (5,117) -
23,443 24,812
Value-added tax recoverables AR B (E R 1,638 223
Advances to suppliers M FERg B 4,492 2,945
240,358 232,580
Less: trade receivables shown under W PR FERENEE T
non-current assets (note b) =) e e
(Hatb) (10,053) -
Total trade and other receivables shown R RHEE THE SN
under current assets H b e B 4R EE 230,305 232,580

Notes:

Included in the balance is (i) an amount of approximately
RMB4,800,000 (2011: RMB8,350,000), net of allowance for
doubtful other debts of RMB5,117,000 (2011: nil), representing
service/rental receivable in respect of storage and machineries
from a third party; (i) RMB8,950,000 (2011: 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, rental deposits and certain
prepayments, all of which are expected to be recovered within
twelve months after the end of reporting period.

The Group generally allows a credit period of 90 days to its
trade customers with exception to certain strategic customers
that the Group extended one-off credit terms to 18 to 24
months during the year ended 31 December 2012. The
respective outstanding amounts expected to be received after
twelve months from the end of reporting period are presented
as non-current assets and measured at amortised cost at an
effective interest rate of 6.4% per annum. The Group does not
hold any collateral over these balances.

China Vehicle Components Technology Holdings Limited
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a. ZEEBRBIENRETFREEMER —EF
=W IRT,FAERIELH AR 4,800,0007T
(Z=——% : AR¥8,350,0007T) * bk
REBEARES117,0000 (=2 ——4& ¢
/) (IEMEES T —BEREAERE
RE9ILZE AR#8,950,000L( =T ——4F :
AR ¥8,950,0007T) ¢ K (i) & B M) Zfk#
Fo XM TFHAREROZRERESEER
ETEMAFBEKNES  ZFEHRTEHR
HEHRE T EARKRD -

b. AEE—RETEESIEFORNEER -
MEREBE-T——F+-_A=+—RHLF
B AEBEGETHEBEERTPAT RIELE
REEHZE18E24M A - BRI EHR
1218 BB BEM B A R EESES A
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22. TRADE AND OTHER RECEIVABLES (Cont'd)
The ageing of trade receivables presented based on
invoice date (also approximate to the date of revenue
recognition), net of allowance for doubtful debts, is as

BSRHEMBYRKRIEE)
125 5 B A (R R B AR ) 25U B
5 FEME OB RER B MBRER I T

follows:
2012 2011
—E——F —E——F
RMB’000 RMB'000
ARET T ARBT T
0 to 90 days 0290k 172,678 157,545
91 to 180 days 91ZE180K 15,647 9,612
181 to 365 days 181£365K 10,053 13,833
198,378 180,990
Movement in the allowance for doubtful trade debts: BHREBRBEEWOT -
2012 2011
—E-—fF —E——fF
RMB’000 RMB'000
AR®TR AREET T
Beginning balance FHHERR 7,318 8,673
Addition A0 6,000 1,481
Reversal of allowance for doubtful
trade debts RERBERED (244) (2,836)
Ending balance FRES 13,074 7,318

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

In determining the recoverability of a trade receivable, the
Group considers any change in the credit quality of the
trade receivable from the date credit was initially granted
up to the end of the reporting period and no impairment is
necessary for those balances which are not past due.

EEMEAHEPH - ARECHEERP
MEEERETTHE  XRETHELERP
MERRE - ST PRRESEFET
RBEE o

TIRTE B 5 UG IR R AT YL @ 1R - RS
ZEERVBEHEREZ BRAEERERRE
SEMGENEEEZNEMESE - mAR
HiH) AE R HZRIRI(E ©
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22. TRADE AND OTHER RECEIVABLES (Cont'd)
At 31 December 2012, included in the Group's trade
receivable balance are debtors with aggregate carrying
amount of approximately RMB15,647,000 (2011:
RMB23,445,000), which are past due for which the Group
has not provided for impairment loss as there has not
been a significant change in credit quality and amounts
are still considered recoverable based on repayment
history of respective customer. The Group does not hold
any collateral over these balances.

Ageing of trade receivables which are past due but not

22.

=08
= . hi=s

ESREMEVRFIEE)

R-Z——F+-A=+—8  #AKREEYD
ARM15,647,0000L(ZZF——F : AR
23,445,0007T) MEH T AR EENE 5 fE
WRIEE S - M SRR RE A - fH
WEBERWEEREE LIREBELE -
ZERBDEEAATIRE - Bt - AEE
KA EREERERSIERE - AEEH
RS AR RIS o

EAHMERRENE SR RFORRER

impaired:
2012 2011
—E-—C—F —E——%F
RMB’000 RMB’000
ARBT T AREFT
91 to 180 days 91£180K 15,647 9,612
181 to 365 days 181365k - 13,833
15,647 23,445

Bills receivables represent banker's acceptances, i.e.
time drafts accepted and guaranteed for payment by
banks in the PRC. Those banks accepting the banker’s
acceptances, which are state-owned banks or commercial
banks in the PRC (the “PRC Banks"”), are the primary
obligors for payment on the due date of such banker’s
acceptances. The Group accepts the settlement of trade
receivables by customers using banker’s acceptances
accepted by the PRC Banks on a case by case basis.

The ageing of bills receivables, presented based on
receipt date, is as follows:

FEMSRIRIRIRITAGLIES - BIFp BRI TR
R RIEL R EHER - ZEER
RITEHERZ RITRTEBARITHEE
RIT([HBERTT]) - WRIRITALER 2
HAREZAESMNA - AREREFIER
EXEPERPERTEI 2RITALER
B8 SRR -

FERRIERREIZYIE B 25T -

2012 2011

—E-——fF =

RMB’000 RMB'000

ARBTR ARBFT

0 to 90 days 0E90K 12,407 23,610

China Vehicle Components Technology Holdings Limited
Annual Report 2012



(g

-

23.

24.

— - -
RESTRICTED BANK BALANCES/BANK 23. ZR&IBEIT4HE SRITEBRRE
BALANCES AND CASH
Bank balances carry interest at market rates ranging from RITEHBFEFENT0.40%£050% (=F
0.40% to 0.50% (31 December 2011: 0.36% to 0.5%) per —F+ZA=+—H:036%%0.5%) °
annum.

Restricted bank balances, carrying interest at market rates FRENF3.26%E330% (=T ——1F
ranging from 3.25% to 3.30% (31 December 2011: 2.50% +=—A=+—H8 :250%%E3.30%) KR
to 3.30%) per annum, represent amounts deposited with HIERIT AR IEIE AT PILER AR E B
banks as pledge for the bill payables with maturity of BRI E A=/ AR NENZIEE
three to six months issued to suppliers for the purchase REVERITIFAN
of raw materials and securities.
TRADE AND OTHER PAYABLES 24, EZRHMENRE
Trade and other payables comprise the following: H 5 REMBERFIBEEAT
2012 2011
—E-—F T ——F
RMB’000 RMB’'000
AR¥F R ARBFIT
Trade payables B S E 188,488 172,646
Bills payables JERTRIR 60,350 54,480
248,838 227,126
Other payables HAb e FRI8 5,178 5,618
Other payables to employees (note) B E B M FRIB(HAE) 2,186 2,929
Other tax payable H b e T8 12,088 10,845
Other accruals HibfEstE A 4,287 4,188
Payroll and welfare payables FE T & RABFIFRIA 8,080 6,883
280,657 257,589
Less: Amount shown under non-current B BIRRIERBIAGE TE
liabilities FRIA (1,496) (2,048)
Total trade and other payables shown under ZIRRARBEBE TNE S K&
current liabilities HAb R FIEREE 279,161 255,541

PEEREBENEERERAT
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24. TRADE AND OTHER PAYABLES (Cont'd) 24. EFRHEMBARIAE)
The following is an ageing analysis of trade payables T ARRERANE FRNFIBEREER
presented based on invoice date at the end of the EA2 5| BRE AT ¢

reporting periods:

2012 2011

—E—C—fF —T——4F

RMB’000 RMB’'000

AR¥T R AREBFIT

Within 90 days CENG 163,634 151,411
91-180 days 91E180K 20,799 16,147
181-365 days 181E365K 2,197 3,561
1-2 years —EMFE 1,858 1,527
188,488 172,646

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

reporting period:

AT RRHREHRNENRIRRMNRERA

HE2FIBRE DT

2012 2011

—E——F —E=——F

RMB’000 RMB'000

ARET T ARETFT

Within 30 days 30RA 11,980 -
31 to 60 days 31E60K 19,170 6,600
61 to 90 days 61290k 29,200 -
91 to 180 days 91E180K - 47,880
60,350 54,480

Trade payables and bills payables principally comprise
amounts outstanding for purchase of materials. The
average credit period for purchase of goods is 90 days.
The Group has financial risk management policies in
place to ensure that sufficient financial resources are
maintained to meet its financial obligation as they fall due.

China Vehicle Components Technology Holdings Limited
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24. TRADE AND OTHER PAYABLES (Cont'd)

r

=

24, EFRHEHMENFIEE)

Note: Other payables to employees are interest-free and the M HtER TFREENRERES  BREET
settlement of the obligations is estimated to occur through EHEE_ZE_REFHREERE RN T ——
to 2026. The payable to employee are calculated at the net FRZF—ZF+ZA=+—R0 B TE
present value of estimated future net cash flows of the BNRERNREENGBARFRERE
payment obligation, discounted at 3.6% per annum at 31 BFIRE I 5 RIREF3.6% H L RBEIR T
December 2011 and 2012, respectively. Management has 8 ERERERENSMEBRUERK
allocated the payables that are expected to be settled within T ENEENENRBEDIERBDERE - W
twelve months after the end of reporting period as current EEEREEZENFEMERERS
liabilities. No assets was legally restricted for the purposes of
settling the payables.

2012 2011
—E-=F —T——%F
RMB’000 RMB'000
ARBTR AREFTT
At beginning of the year F4) 2,929 9,734
Payment (NE (930) (7,162)
Accretion during the year F N 187 357
At end of the year FR 2,186 2,929

Analysed for reporting purposes: RBMEENIWAT ¢
Current liabilities mEaE 690 881
Non-current liabilities FEnsas 1,496 2,048
2,186 2,929

25. BORROWINGS 25. &

2012 2011
—E-—fF —E——fF
RMB’000 RMB'000
AR¥F T ARETTT

Bank borrowings RITIEK 309,000 270,000

Entrusted loans (note) LEERH:E) 30,000 60,000

Other borrowing E AR 7,153 7,210

346,153 337,210

Unsecured i 237,153 247,210

Secured A 109,000 90,000

346,153 337,210

FEEREBERRERERAT
T EER
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25. BORROWINGS (Cont’d) 25. fBR(E)
At 31 December 2012, all borrowings are denominated R-ZZE——F+-_A=+—8 BARE
in RMB except for RMB7,153,000 other borrowing 7,153,0007Co - FTBEEHUAREE
was denominated in HK$(2011: RMB7,210,000). The B AtEERETE(ZE——F ¢
contractual maturity dates are as follows: AR¥7,210,0007T) « ERFEARAT ¢
2012 2011
—E-=F —E——%F
RMB’000 RMB'000
AR®T ARBEFIT
Within one year —FR 272,153 181,000
More than one year, but not exceeding BiE—FETBEAWF
two years 38,000 62,210
More than two years, but not exceeding BB FENBBRF
five years 36,000 94,000
346,153 337,210
Less: Amounts due for settlement within o ZER 12 ANEEN SR
12 months (shown under current BIRRRBHERET)
liabilities) (272,153) (181,000)
Amounts shown under non-current liabilities ZI/RAIERENEE RIS EE 74,000 156,210
Note: During the year ended 31 December 2011, the Group entered Wit BE_T——F+_A=+—HILEFE &K
into entrusted loans arrangements with several banks to SEELRRITIVETERLZH - AR
receive funding from certain specific lenders through the RITHMETHEERAANES - KR _F
banks. The balances carried fixed interest rates at 8.31% (2011: ——F+ZA=+—H  BHEHRIZS31%
8.31% to 8.53%) per annum at 31 December 2012. ZE——% :831% £8.53%) &) F & E F
EiHE -
The ranges of effective interest rates (which are also REENER(AERZRRIN HERF X
equal to contractual interest rates) on the Group's (HTMBESEREHFZ) T
borrowings are as follows:
2012 2011
—E——fF —E——%F
Fixed-rate borrowings ERER 5.60% -8.53% 5.31% —8.82%
per annum per annum
8F gF

5.60% -853% 531% —-8.82%

China Vehicle Components Technology Holdings Limited
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25. BORROWINGS (Cont’d) 25. fER(E&)
The borrowings are guaranteed and/or secured by the ERAATSEERE SR
following:

2012 2011
—E-—fF —E——fF
RMB’000 RMB’000
AR¥F R ARBT T
Type A ASE 40,000 40,000
Type B BXE 69,000 50,000
109,000 90,000
Type A:  Borrowings are guaranteed by third parties and Al BREBAFZFERENAEENEE

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

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:

YRR (BIRE) -

BYE : fERAMAKBHEEERM (IR o

et - AEBERERETEEARSANEEERNE
HEAEFRER - CIEREENRRENT

2012 2011
—EB-——F —EF——F
RMB’000 RMB'000
ARBFR AR¥EFT
Property, plant and equipment W - BEN&E 38,546 40,239
Land use rights + b A RE 88,881 90,741
Trade receivables B S ERE 93,153 -
220,580 130,980

TEHERERHREERERAT

T FFR
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26. DEFERRED INCOME 26. EIEW A
Note a Note b Total
] FiEEb st
RMB'000 RMB'000 RMB’'000
AREFTT AREFTT AREFTT
At 1 January 2011 Rn-EZ——%—H—H 3,688 2,156 5,844
Addition bzl | - 7,325 7,325
Credit to profit or loss BT (348) (2,211) (2,5659)
At 31 December 2011 and R-ZT——F+_H
1 January 2012 =t+—8E®
—E2——#F—HA—H 3,340 7,270 10,610
Addition N - 825 825
Credit to profit or loss FFAEZE (348) (1,827) (2,175)
At 31 December 2012 N-T——F+=-H
=+—H 2,992 6,268 9,260
Analysed for reporting purposes as: MEmE BN
2012 2011
—E—-F —E——%F
RMB’000 RMB’'000
AR®T T AREET T
Current liabilities* mEIaE* 928 1,556
Non-current liabilities MBI EE 8,332 9,054
9,260 10,610

*

The carrying amount of deferred income designated for  * TEEAR AR IR+ 8 A W A B B TE AR X VIR
expenditure which is expected to be released to profit or loss WAEEERE A RBAE -
in the next twelve months is classified as current.

Notes: B

a. The grant represents an amount of RMB4,200,000 designated  a. HHER ZZ T NFIEE A R 4,200,0007TH# 15

for the expenditure on development of the recycling and EVEFB OURFIFLRERFSY - I B IRE AR
purifying facilities received in 2009 which was deferred and BEMIERGAFBNIZE GEET ABE -

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  b. HAE IS IEE S TIRE RS EmUER - WiEARE B

equipment and were recorded as deferred income in the AR R R ARRIIVERIE YA KA B R & B H TR A
consolidated statement of financial position and are credited to BEHRNRESELES B -

profit or loss on a straight-line basis over the expected useful
lives of the related assets.

China Vehicle Components Technology Holdings Limited
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27. PROVISIONS 27. &fE
Warranty
Provision Litigation Total
RIEERE BN st
RMB’000 RMB’000 RMB'000
ARET T ARETT AREET T
(note i) (note ii)
(Hiati) (Hizzii)
At 1 January 2011 RZZE—F—HF—H 4,784 2,900 7,684
Additions 0 11,164 - 11,164
Utilisations/release A, (8,320) (2,900) (11,220)
At 31 December 2011 and RZTE——4F
1 January 2012 +=ZA=+—HkK
—E——-F—H—H 7,628 - 7,628
Additions N 8,787 - 8,787
Utilisations Bl (8,961) - (8,961)
At 31 December 2012 N-E——F+=-8
=+—H 7,454 - 7,454
Notes: it

(i)

(ii)

The warranty provision represents management’s best
estimate of the Group's liability under an average warranty
period of two years granted on products, based on prior
experience for defective products.

Legal proceedings

On 31 May 2010, Biyadi Automobile Company Limited (Lt
R EAR AT (“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.

(ii)

REBHBREEEEHYAEERERRENFHORFD
REMFAENEEORERD  LABEERRRRE

SRR

RIF-ZFFRAA=+—0  LEETEARDA
(THeEEE DB —RA MM HRESATR R LR - 2
FHEEERBRON —EMRARE - R T —
ZETZARE EREEEFAMEL AR - BT
5 AL 10 b 55 268 2 A B 18 49 A R #62,951,0007T © 10
“E-ZEFEF_A=+—H EnRRGELEBA
R #2,900,0007T °

FEEREBERRERERAT
T FEER
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27. PROVISIONS (Cont’d)
Notes: (Cont'd)

(i) Legal proceedings (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.

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

=0
- 1 l *EE

27. BE(E)
Kiaz - (&)

(ii)

SEEFEAE)

RZZE——F+=ZA+t8  mEiTRErLE
MRk m e EWE AR GER L AL
iR @) M AR ([ LS AR R ) © R
B maM@EiGsE - @QMBTHNARE @
RS AT IR FIT 4 2 REUR bL 20 3 55 (B 2 K (B8 4 64
#) AR 12,800,0007T £2 | il 75 B A 2 S RAK
FE < bk o5 26 55 [ 5 18 A R 2,951,000 T B 4R
A Kb B iR EE ez B HIRE - FrE
MEBREL TaEErRREEE Y
M EHRERRABIEEFNR
BN B MFRE AT - kS
TR E A AL o IRIR L TR AR ek - H
FARS I A R 52,900,000 K B 5 EMFIE A
R #2,800,0007C B [AHF 42 | FfERR M Ui as A R
#100,0007C (BIMIEAREELEH 2 2 ER
Hub SRR o

R Mg 3% - LImRE 2 A B
RENRZE——F+-ALABHEE -

28. SHARE CAPITAL 28. B
Number of

shares  Share capital
R ;&N
HK$
FAT

Ordinary shares of HK$0.1 each FRREMEC. BT LAk

Authorised: JATE

At incorporation R AVA: 3,900,000 390,000
Increase in authorised share capital (note i) SAEMRAIGAN(H15Ei) 9,996,100,000 999,610,000

At 31 December 2011 and 2012

RZE——FR_T—=F

+=-—A=+—H 10,000,000,000 1,000,000,000
Issued and fully paid: BETRARE
At incorporation N RLIDAVALS] 1 0.1
Issued in consideration for the e AW EEMerit Leader2#B
acquisition of the entire share capital AR EmEETT
of Merit Leader 49,999 4,999
Capitalisation issue (note i) BT (W 73i) 239,950,000 23,995,000
Issue of shares pursuant to the global RIED TR ERTRG
offering (note Jii) (Btatiii) 80,000,000 8,000,000
At 31 December 2011 and 2012 NZE——F R —_E——F
+=-—A=+—H 320,000,000 32,000,000
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28. SHARE CAPITAL (Cont'd) 28. BA&(#Z&
2012 2011
—E-C—fF —E——F
RMB’000 RMB’000
ARETT ARBFIT
Share capital presented in consolidated

statement of financial position AR A BTG RET R 2 IRA 26,217 26,217

Notes: et

(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
(equivalent to 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 (equivalent to
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.

(ii)

(iii)

BEPERER -_Z——F+A+HBEB
MEEARZR - #1E529,996,100,000 8% 1A%
D (ZERNESHTERRDBITROEZER
LHREF) - AR R E R AR AN B3.390,0007%
JL35 % 1,000,000,0008 7T + MEERFARA AR
DT E TR A S AR

BE2ERER-_F——F+A+tHAEB
MEMRER  ARRESERERFARR
ARARMRD TR LWk - ER(EAR
AR IR 3 (B BR st AR 2. 23,995,000/ 7T (49
AR¥19,659,0007T) &R ZNEIRE B
{£239,950,0008% 15

RZTE——F+—A+—8 A21dA
80,000,000 % H AR EI1E0.10/& K AR 19 (&
$£8,000,0007%8 7T (49 A R #6,554,0007T ) ) i
BEERAREERERAETHERS
17 » RARIBRDEAG IR FTER LT ©

FEEREBERRERERAT
T FEER
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Notes to the Financial Statements
i e

For the year ended 31 December 2012
B2 —F——Ff =1 —HIFFE

29.

30.

OPERATING LEASE COMMITMENTS

The Group as lessee

The minimum lease payment under operating lease in
respect of office premises amounted to RMB2,560,000
(2011: RMB2,266,000) for the year ended 31 December
2012.

At the end of the reporting period, the Group had
commitments for future lease payments under non-
cancellable operating leases which fall due as follows:

=g =5
=™ e = |

ReEHERE

REBEREABA
HE-_ET——&+-_A=+—HILEE -
BECERERNAMENRERE K
BAREE2,560,000T( =T ——45F : AR
2,266,0007T) ©

RBERR - AEERBETAHELEHEE
B AR BN OR R B BIE a0 T

2012 2011

—E—C—fF —T——4F

RMB’000 RMB'000

AR¥T R AREBFIT

Within one year —FR 1,887 1,441
Between second and fifth year inclusive FEEEATMH

(RIEERRE) - 32

1,887 1,473

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

The Group as lessor

At the end of the reporting period, the Group had
contracted with tenants in respect of certain machineries
for the following future minimum lease payments:

ERREN R IR E T AT L
RS o BER 2 HEH R ERE
MeHHE -

FEBEESHBA
RIEHR - NEEFE TRSEAEAZ
ARRFERENFERDT

2012 2011
—E-——fF =
RMB’000 RMB'000
AR¥T T ARBT T
Within one year —FR - 5,000
OTHER COMMITMENTS 30. HfthEig
2012 2011
—E——fF —E——F
RMB’000 RMB’'000
AR¥T T AREEFIT
Capital expenditure in respect of U B E R F S
acquisition of plant and machinery N SREER AR
and construction costs
— Contracted for but not provided in the — BB RRERE BT
consolidated financial statements B 13,354 35,025

China Vehicle Components Technology Holdings Limited
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31.

32.

33.

RELATED PARTY DISCLOSURES 31. BBAEE
Compensation of key management personnel FTEEEASIRM
The remuneration of directors of the Company and other RBEZZE——FRZTE—ZF+=A
members of key management during the year ended 31 =+—HIEFE EZFRAMFEERASB
December 2011 and 2012 were as follows: RIFEnT :
2012 2011
—E——F —E——F
RMB’000 RMB’000
AR¥F T ARETTT
Short-term benefits S EAE R 4,450 2,592
Post-employment benefits RIRAEF 48 59
4,498 2,651
RETIREMENT BENEFIT PLAN 32. EARBRIFE
The employees of the Group are members of state- FEENES RBETPREBUTEENERE R
managed retirement benefit scheme operated by the PRC RIKEFIFTBIBKE - NARIWBARIER
government. The Company’s subsidiaries are required TEKARE T E DL RERIRE R ET 2
to contribute a certain percentage of payroll costs to the ARERFIES - NREEHRKRERE W
retirement benefit scheme to fund the benefits. The only W—EEAERTEE TR T HR -
obligation of the Group with respect to the retirement
benefit scheme is to make the required contributions
under the scheme.
MAJOR NON-CASH TRANSACTION 33. FEXRAERH

1. During the year ended 31 December 2011, the
balance of receivables from Biyadi Group amounting
to approximately RMB2,800,000 was offset against
litigation provision of RMB2,900,000 pursuant to the
Biyadi Settlement Agreement set out in Note 27(ii).

1. HEZT——F+ZA=1+—HLF
& - IRIRFT EE27(ii) P a8k tb 25 2 R0 % 155
& B S BN FIEARLOA
R #52,800,000 7T E1 & 1+ SR s RS B A
R#2,900,0007THHE K4S -

FEEREBERRERERAT
T FEER
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For the year ended 31 December 2012
B2 —F——Ff =1 —HIFFE
34. PARTICULARS OF SUBSIDIARIES

As 31 December 2012, the Company has the following
indirectly held, unless otherwise stated, subsidiaries:

34. MIBARFE
R-ZE——F+-_A=+—08  BIIk=2EFR
B ARRHENTHEEZSENHRBAR

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
HRRL/ A BRARMR REEELER
WEARER ZHERAH R/ #RBE RAER ITER EERA
2012 2011
-z —F-%
Merit leader British Virgin Islands US$50,000 100% 100%  Investment holding Private limited liability
10 March 2011 50,000%7  (directly)  (directly) REER company
EERIHE (BR) (8%) RABRAA
([EBEES])
“F-—%=A1H
Guang Da Automotive Hong Kong HKS1 100% 100%  Investment holding Private limited liability
EREREHH 14 June 2011 AT RERR company
& MAERAT
ZE-—§/ATHA
Nanyang Xijian PRC HK$170,000,000 100% 100%  Research, development  Foreign invested limited
i 23 June 2005 170884 and manufacture liability company
GG of automobile NEREERAR
“EERERACTER shock absorber and
suspension system
products
o R RE RS R
Haikou Danjiang Auto Shock ~ PRC RIMB1,000,000 100% 100%*  Not yet commenced Domestic limited liability
Absorber Company Limited 20 March 2006 ARE1BET husiness company
("Haikou Danjiang"*** & HARIREE ENERAT
BANLAERRERERLH ZTTEZRTH
(F&nfLl)
Nanyang Ying Saite Vehicle ~ PRC RMB5,000,000 100% 100%  Trading of shock Domestic limited liability
Shock Absorber Company 19 March 2007 AREERET absorber and related company
Limited ("Ying Saite")*** components ERERAR
HEAERERARRERAR  —ETtEZATNA EEREER
(1£5%]) REZHH
Way Assauto Srl [taly Euro10,000 100% N/A~ Research, development  Private limited liability
EAMERLE 21 June 2011** 10,000E07C TEm of automohile shock company
EAH absorber products BABRAH
“E-—45A-T-8 RERRRERTE
Ordos City Xijian PRC RMB10,000,000 100% N/A~ Not yet commenced Domestic limited liability
Auto Shock Absorber 14 August 2012 AR10,000,0007 TER  business company
Company Limited*** ® WRFEER EIMRAR]
SASHTAR A ERRE “E-CEN\ATIH
BRAA

China Vehicle Components Technology Holdings Limited
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34.

35.

PARTICULARS OF SUBSIDIARIES (Cont’d)

Nanyang Xijian exercised effective control over Haikou Danjiang
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.

** In January 2012, Nanyang Xijian acquired total equity interest
in Way Assauto Srl for Euro10,000 from a third party. The
details of the acquisition is set out in Note 35.

***  The English name is the unofficial translation of respective
Chinese name and is for identification purposes only.

None of the above subsidiaries had issued any debt
securities during the years or at the end of reporting
period.

ACQUISITION OF A SUBSIDIARY

On 4 January 2012, the Group acquired 100% of equity
interest in Autoparti Asti Srl (immediately following the
acquisition the company name was changed to “Way
Assauto Srl”) for a cash consideration of Euro 10,000
(equivalent to RMB80,486) from an independent third

party.

On the date of acquisition, Way Assauto Srl had not
carried out any significant operations. In the opinion of
the directors of the Company, the above acquisition did
not constitute a business combination in accordance
with HKFRS 3 “Business Combination” and as such, the
acquisition has been accounted for as an acquisition of
assets through acquisition of a subsidiary.

-

34.

35.

r

=

WEQT%F@T
F’aﬁl‘ﬁﬁﬁﬂﬁ@ﬂﬂlﬁkiﬁﬁﬁuﬁﬁﬂéﬁi@
AT & BRI ER A ART L& K1 #
WEOMTHEERZHE EE-T——
FNA =\ B (BRI R 2 18 51 A
BEARBEOMIMEERARER)

> RZE——F—R - @SR 10,0008 T
W8 =7 Y Way Assauto Sriz ZBALHE © 7%
B B ) S B AP 535 -

o BN EBAMEMTXERMOIEESES &
BRI R

RERNRBEHR - LB AR ERT
AR &

WEEH B 7]

W_E——F—ANAB  AEBEEBE
= J7 Ue B Autoparti Asti Sri( ZREUBE % -
ZAE S % B[ Way Assauto Srll) - RBA
10,0008 7T (FHE M AR #80,4867T) °

RUEE B B - Way Assauto Srlif & 171T
AIERER - AAREFRA LMBEIL T
BRIRIEE BV B REEREIRIEBHE
BEIFTIE &0 - Bt - ZERE AR
AEBRERBATWEEE -

FEEREBERNRERERLT
T FER
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35. ACQUISITION OF A SUBSIDIARY (Cont’d) 35. WEEMIB A R(E)

Assets and liabilities recognised at the date of acquisition RUEEH R EENBBENT ¢
are as follows:

RMB’'000
AREFT
Net assets recognised: R EEFE
Deposit for acquisition of equipment WERE 2 ES 499
Other receivables H b FEUGRIE 2,538
Bank balances HRITHEER 875
Other payables H b e~ 08 (3,832)
80
Satisfied by: ATAIA R A
Cash consideration paid BENEERE 80
Net cash inflow on acquisition of Way Assauto Srl:  U#\Way Assauto SriZ B4R AFEE ¢
Cash consideration paid ENBERE (80)
Less: Cash and cash equivalents balances B BAZBESRESSEDES
acquired 875
795
36. SHARE OPTION SCHEME 36. HERRRESTE
Pursuant to an ordinary resolution passed in the BER_ZE——F T+ ATNBERITZAAT
Company's special general meeting held on 19 October BRRFAASBB EBARE A A
2011, the Company approved and adopted a share option RN —IEEARER B ([ZETEl)) - B
scheme (the “Scheme”) which will remain in force for a B EARET AR o SZETEIFHBER A
period of 10 years from the date of its adoption. Details FIR[ EARE B —& o
of the Scheme are set out in section titled ‘Share Option
Scheme’ in the annual reports.
During the year ended 31 December 2012 and 2011, no HE T —Fk-_T——F+-_A=1+—
share options were granted under the Scheme by the AIEFE - AARBERRZT IR L ER
Company. In addition, as of 31 December 2012 and 2011, o RZE—ZFR_T——F+=
no share options under the Scheme were outstanding. A=+—0  BIEEREEIET WK

2 BASHE -

China Vehicle Components Technology Holdings Limited
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37. RECLASSIFICATION OF COMPARATIVE 37.E¥H7BAELRET

FIGURES

To conform with the presentation of current year’s
financial statements, warranty expenses in the
consolidated statements of comprehensive income for
the year ended 31 December 2011 have been reclassified:

REREZPEHRRA 25177 R 2
HE-_Z——F+-A=T—HILFENRK
BRERERMBEREFAXCRATIAE
O

As originally
Financial line item Bi5IER stated Reclassification As restated
R 5 B¥MoHE RES
RMB'000 RMB'000 RMB’'000

ARETTT ARETT ARETTT

Consolidated statement of #HE2EKFER
comprehensive income

Cost of sales SHE A 424,999 11,164 436,163
Selling and distribution HERDHEAX
expenses 35,400 (11,164) 24,236

As the above reclassifications have no effect on the
consolidated statement of financial position, the
consolidated statement of financial position as at 1
January 2011 was not presented.

B L SRR SRR R L B
PR Bt PR E——F—A—HK
HAMBHRARKRERS

38. FINANCIAL INFORMATION OF THE 38. AR EER
COMPANY
2012 2011
—E——fF —E——fF
RMB’000 RMB’'000
ARETR ARBT T
Investment in an unlisted subsidiary R—HZE LMK B ATRIRE 73,939 73,939
Amount due from a subsidiary JiE Uk — FEIFfY JBB 2 B R IE
(note a) (Htita) 58,384 70,068
Bank balances and cash RITHEBR LR ® 1,817 551
Trade and other payables H 5 RHMERFRIE (2,919) (1,775)
Amount due to a subsidiary (note a) FES — R B A R F I8
(Kizta) (6,153) (6,693)
NET ASSETS BEEFE 125,068 136,090
OWNER'S EQUITY BB AR
Share capital R 26,217 26,217
Reserves (note b) & atb) 98,851 109,873
TOTAL OWNER'S EQUITY BEARERELE 125,068 136,090
Notes: st -
a. The balances are interest free, unsecured and repayable on a. ZEEHRRRE - BEARARERER -

demand.

b. Reserves comprise share premium of RMB125,271,000 (2011:
RMB125,271,000) and accumulated losses of RMB26,420,000
(2011: 15,398,000).

b. EEEERD ®EARK125271,0007T(=
T——4F : AR#¥125,271,0007T) & 251E
BARMY26,420,0007T(ZF——F : ARK
15,398,0007T) °

FEEREHRENEERERAT
T FER




Glossary
b

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

2012 Financial Year” for the financial year ended 31 December 2012

"AGM" the annual general meeting of the Company

“Articles” or "Articles of  the Articles of Association of the Company, as
Association” amended from time to time

“Automobile Aftermarket” 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” Beijing Automobile Works Co., Ltd (1t R)5E RS
AR, our customer, an Independent Third

Party
"Board” the board of Directors
“BVI" the British Virgin Islands

“Changan Automobile”  Chongging Changan Automobile Co., Ltd (EERZ
VEEERR B RAT]), our customer, an Independent
Third Party

“Chery" Chery Automobile Co., Ltd (F¥SERMBERAT),
our customer, an Independent Third Party

“Chonggqing Lifan” Chongging Lifan Passenger Vehicle Co., Ltd. (EE
HMEAE AR AR, our customer, an Independent
Third Party

“Company” China Vehicle Components Technology Holdings

Limited (FEIEHSHHRELZRABR AR, an
exempted company incorporated in the Cayman
Islands with limited liability, the shares of which are
listed on the Stock Exchange

“Director(s)” the director(s) of the Company

China Vehicle Components Technology Holdings Limited
Annual Report 2012
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"Dongfeng Automobile”

"Dongfeng Peugeot”

"FAW-Volkswagen”

"Geely”

"Group”

"Haima Auto”

“INED(s)"

"Jianghuai Automobile”

“King Win"

“Listing Date”

“Listing Rules”

"Model Code”

“Nanyang Cijan”

“OEM Market”

Dongfeng Automobile Co., Ltd. (EE5ERAER
Jx7)), our customer, an Independent Third Party

Dongfeng Peugeot Citroen Automobile Company
Ltd (f@85EER A7), our customer, an
Independent Third Party

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

Zhejiang Geely Automobile Parts and Components
Purchase Limited (T & F}5E ZHFEER AR,
our customer, an Independent Third Party

the Company and its subsidiaries

FAW Haima Automobile Co., Ltd. (—/585/5EF
BR2&]), our customer, an Independent Third Party

the independent non-executive Directors

Anhui Jianghuai Automobile Co., Ltd (Z#0T S
BR1pBIRAT]), 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 to 50% by Xie Qingxi (#/EE) (a non-executive
Director) and 50% by Zhang Chuanyong(GR{EE)

23 November 2011

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. (fg
BATR BRI R AR AR (formerly known as
Nanyang Jinguan Auto Shock Absorber Co., Ltd
fBeEAERREARAF), 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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Glossary

AR

"Plenty Venture” Plenty Venture Holdings Limited (BB2KAER  [#F) BRERABAR  —HR=FT
AT]), a company incorporated in the BVI with —TELA-ALEBRLEE
limited liability on 1 July 2010, a Shareholder and is MRz EREERR - BR
respectively owned as to 63.93% by Zhao Zhijun (8 BARADBIHBEEE(BRITES)
HE) (an executive Director), 5.48% by Liu Baojun BIRE - #1E TR (ATE
(BIfRE), 4.57% by Zhao Zeng (#15), 4.67% by E) BRIk RBE
Wang Wenbo (£ %) (an executive Director), AeAxRBBREMITES)(H
4.57% by Zhu Xinyao (##718), 4.57% by Liu REBHREEE)HH6393%
Yonghong (2|5 4T), 4.57% by Chu Zihua (kB %), 548% - 457% - 457% -
4.11% by Liu Jinyong (2]47k), and 3.65% by Yang 457% ~ 457% - 457% -
Weixia (15 E) (an executive Director), all being the 4.11%J3.66% =
Senior Management

"PRC" the People’s Republic of China which excludes — [HE ] REARANE  FRERS -
Hong Kong, the Macau Special Administrative FEDRFIRRITHE R A&
Region of the PRC and Taiwan

“Prospectus” the prospectus of the Company dated 11 November  [#Bl&Z12] AATEYA-E——E+—f
2011 T-B#RRER

"RMB" Renminbi, the lawful currency of the PRC [AE#| FENEETEBARE

“SAIC Motor” SAIC Motor Corporation Limited (F/&FELER [ 552 LEARBEERGERAR &
B A7), our customer, an Independent Third MHEE  BUE=H
Party

“SFO" Securities and Futures Ordinance (Chapter 571 of [ RIS | EBEPETIEELERBER
the laws of Hong Kong) il

“Share Option Scheme”  the share option scheme adopted by the Company  [BER%E:TE] AABRBRARAARER-Z
pursuant to the written resolutions of the ——F+ATABBRBNERR
Shareholders of the Company passed on 19 October RRFEMRERETS
2011

"Shares” the ordinary shares issued by the Company, witha  [f%{7 ] RAARICRITHREE0I10BT
nominal value of HK$0.10 each KL AR G

“Stock Exchange” The Stock Exchange of Hong Kong Limited [B 32| BERBAERFEBERLA

"Wealth Max" Wealth Max Holdings Limited, a company  [Wealth Max] Wealth Max Holdings Limited

“Wingco Development”

incorporated in the BVI with limited liability on 12
July 2010, our Controlling Shareholder and is wholly
beneficially owned by Mr. Wilson Sea (formerly
known as Mr. Xi Chunying)

Wingco Development Limited (22 &R AR, 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 (f3£/8) (a non-
executive Director), 27.27% by Zhang Guangliang (3%
&) and 27.27% by Dou Changlun (& &fm)

—FR-E-TFtA+HE
EBRRESHMRUNERE
T8 RIERARE K AWison
Sea i £ (FIBEFNRE)2E
EL5BE

KERERRE —HRZZ-F
FrAnRERBREZEESM
RUMBREMLA  ARER
AHRFER(ERTES)
RETRERGBEF45.46%
27.27% K%27.27 %z
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