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BUSINESS REVIEW

Changfeng Axle (China) Company Limited (the “Company”)
and its subsidiaries (collectively, the “Group”) is a leading
independent axle component provider for China’s
medium duty truck (“MDT”) and heavy duty truck (“HDT”)
aftermarket, and also one of the largest independent axle
assembly providers for China’s MDT and HDT original
equipment manufacturers (“OEM”) market. The Group is
principally engaged in the manufacture and sales of axle
assemblies and axle components in the People’s Republic
of China (“PRC”).

The Group’s products cover all major axle components,
including cast steel and punched steel axle housings, brake
drums, axle shafts, axle differentials and reductors, steering
knuckles and front axle beams. An extensive range of front,
middle and rear axle assemblies and suspension assemblies
are also manufactured.

In December 2012, Kaifeng Changfeng Axle Company
Limited (“Kaifeng Changfeng”), a wholly owned subsidiary
of the Company, has achieved a new milestone for the
Group by obtaining accreditation as a supplier of the train
bolster and train side frame to the Commonwealth of
Independent States (“CIS”) and setting the platform for the
Group’s entrance into the international railway industry.
Through the effort of the casting experts and breakthrough
in the casting process of the Group, Kaifeng Changfeng has
obtained the Authentication of Production Certificate from
the Authority of The Republic of Belarus to manufacture the
train bolster and train side frame (the “train components”).
Kaifeng Changfeng has commenced the delivery of such
train bolster and train side frame in the second quarter of
2013.

The Group has four production facilities in the PRC, one
of which is located in Kaifeng city, Henan province, two of
which are located in Longyan city, Fujian province and one of
which is located in Nanchong city, Sichuan province. Those
production facilities are strategically located in proximity to
primary suppliers and customers so as to accelerate the
Group’s procurement process, reduce product delivery time
and transportation costs and improve logistical efficiency to
meet customers’ demands.

Changfeng Axle (China) Company Limited Interim Report 2013
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MDT and HDT Aftermarket

The Group is one of the leading independent axle
component providers for China’s MDT and HDT aftermarket
with the most diversified product offerings among
independent axle component providers in China. The axle
components were sold to customers in the aftermarket
through its extensive sales, marketing and services
network across China. For the six months ended 30 June
2013, revenue from the aftermarket business segment
amounted to approximately RMB118.6 million (30 June
2012: approximately RMB118.5 million) and accounted for
approximately 53.2% (30 June 2012: approximately 41.1%)
of the Group’s total revenue.

MDT and HDT OEM market

The Group primarily sells axle assemblies directly to
OEMs in the PRC on a made-to-order basis to match its
customers’ specification requirements. A small portion of
axle components is occasionally sold to other axle assembly
providers. For the six months ended 30 June 2013, revenue
from the OEM market amounted to approximately RMB92.8
million (30 June 2012: approximately RMB169.6 million) and
accounted for 41.7% (30 June 2012: 58.9%) of the Group’s
total revenue, representing a decrease of 45.3% over the
corresponding period in 2012.

Train and railway market

The Group commenced the export of the train side frame
and train bolster in the second quarter of 2013. For the six
months ended 30 June 2013, revenue from the train and
railway market amounted to approximately RMB11.4 million
(80 June 2012: Nil) and accounted for 5.1% (30 June 2012:
Nil) of the Group’s total revenue.
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FINANCIAL REVIEW
Revenue

For the six months ended 30 June 2013, the Group
recorded a consolidated revenue of approximately
RMB222.8 million (30 June 2012: approximately RMB288.1
million), representing a decrease of 22.7% as compared with
the corresponding period in 2012. Since the second half of
year 2012, there was increasing pressure on the aftermarket
and OEM market, the business environment of the truck
market continued to remain challenging in the first half of
year 2013.

Revenue from the Group’s aftermarket segment for the
six months ended 30 June 2013 remained the same
at approximately RMB118.6 million. The revenue from
aftermarket was relatively stable for the six months ended 30
June 2013 since the competition in the aftermarket became
more rational than the corresponding period in 2012 under
the slow down of investment in the construction market and
infrastructure development projects.

Revenue from the Group’s OEM and related market
segment for the six months ended 30 June 2013 decreased
by approximately 45.3% to RMB92.8 million from
RMB169.6 million for the corresponding period of last year.
This was caused by the decline in growth rate in the trucking
industry together with the delay in the launch of new trucks.

Revenue from the train and railway market of RMB11.4
million was recognised after the commencement of delivery
of the train and railway components since the second
quarter of 2013.

Gross profit and gross profit margin

Gross profit for the six months ended 30 June 2013
decreased by 10.1% to approximately RMB36.5 million from
RMB40.6 million for the corresponding period of last year.
Gross profit margin increased from approximately 14.1% for
the period ended 30 June 2012 to approximately 16.4% for
the period ended 30 June 2013 as the average unit selling
price remained relatively stable within the truck industry.

Changfeng Axle (China) Company Limited Interim Report 2013

Rt 35 o R

LN

BE_ZT-=ZFXA=ZTHLEREAR AEEHESHEE
AARE2228BET(ZT——FXA=1H : AR
%2881 BEL) BT~ —_FRHATRE27% - B=F
—ZFETHFRE  #EROEMTISENFHETE - REM
SEBRENR T —=F L FFNAKS -

BE_ZT-—=ZFRA=ZTHLXNER AEE#ETSD
BWABRFENARB11B6ABTTE - RBEE_T—=
FARA=ZTRIEAEA  KRERETHEHRARFELE
ERANEZRTSMERRER AR RERERED
BRT - #ETENBFERR_F——_FRAYELE -

HE_ZT-—=F"A=1tHILXEAR  ~EEOEMKIA
BEmEDBRABEFRBMHARE160.6 BET MELH
453%EARBRBAETT - BN RETREREE
PURZE R -REHE N EISPTEL -

REVBEREETSRAARBEI14BE T A2 —=
FE-FEMARMNINE RE R T I EER -

ERRERE

REBEZT—=FA=1TAHLXEHR - EMNTFHE10.1%
BEAFRNHARKI06EETTHRENARKEIICSEE
Lo BENEEHET——F R A=THIEHABEN141%
ENMEEE T —=F A=+ HILHHAN164% BA
ERBITETHEGESERFALRE -



Other income, other gains and losses

Other losses of the Group for the six months ended 30 June
2013 amounted to RMB1.6 million (six months ended 30
June 2012: RMB3.5 million), representing a decrease of
56.1% as compared with the corresponding period in 2012.
The losses was mainly due to the loss on miscellaneous tax
expenses.

Selling and distribution expenses

Selling and distribution expenses of the Group for the six
months ended 30 June 2013 decreased to approximately
RMB9.6 million from approximately RMB10.6 million for the
corresponding period of last year. The decrease was mainly
due to the decrease in the delivery cost for the axle business.

Administrative expenses

The Group’s administrative expenses for the six months
ended 30 June 20183 increased to approximately RMB32.6
million from approximately RMB27.6 million for the
corresponding period of last year. The increase was due
to the increase of administrative expenses for the new
production line in Kaifeng catered for the train and railway
business.

Finance costs

The Group incurred finance costs of approximately
RMB17.1 million for the six months ended 30 June 2013,
which represented approximately 7.7% (six months ended
30 June 2012: approximately 7.0%) of its revenue for the six
months ended 30 June 2013. The decrease in finance cost
was mainly due to the decrease in borrowing rate.

Taxation
Income tax expense of RMB1.7 million was recorded for the

six months ended 30 June 2013 (six months ended 30 June
2012: income tax credit of RMB1.5 million).
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LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2013, cash and cash equivalent of the Group
was approximately RMB53.3 million (as at 31 December
2012: approximately RMB61.9 million).

As compared with the corresponding period in 2012, cash
and cash equivalent decreased by approximately RMB8.6
million, which was mainly resulted from the net cash outflow
from investing activities of approximately RMB4.4 million
(80 June 2012: RMB50.7 million) and net cash outflow from
financing activities of approximately RMB30.5 million (30
June 2012: RMB2.9 million).

As at 30 June 2013, net current assets of the Group was
approximately RMB132.7 million (as at 31 December 2012:
approximately RMB205.4 million). As at 30 June 2013, the
current ratio (i.e. total current assets / total current liabilities)
of the Group was approximately 119.3% (31 December
2012: approximately 130.9%).

As at 30 June 2013, total assets of the Group were
approximately RMB1,719.3 million (as at 31 December
2012: approximately RMB1,764.9 million) and total liabilities
were approximately RMB688.1 million (as at 31 December
2012: approximately RMB664.7 million). The debt ratio as at
30 June 2013 (i.e. total liabilities/total assets) was 40.0% as
compared to 37.7% as at 31 December 2012.

As at 30 June 2013, the Group had total borrowings of
approximately RMB485.1 million (as at 31 December 2012:
approximately RMB498.6 million). The gearing ratio (i.e. total
borrowing/total equity) was approximately 47.0% (as at 31
December 2012: approximately 45.3%).

Trade and bills receivable

Trade and bills receivables of the Group as at 30 June 2013
were approximately RMB368.9 million (as at 31 December
2012: RMB364.2 million). The increase in balance was
mainly due to the increase in bills receivables.

Changfeng Axle (China) Company Limited Interim Report 2013
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Inventory

The inventory balance of the Group as at 30 June 2013 was
approximately RMB249.4 million (as at 31 December 2012:
approximately RMB278.7 million) which was in line with the
change of sales volume.

Trade and bills payable

Trade and bills payables of the Group as at 30 June 2013
were approximately RMB135.9 million (as at 31 December
2012: approximately RMB100.2 million). The increase in
balance was mainly due to the increase in the credit period
granted by the Group’s suppliers.

Contingent Liabilities

As at 30 June 2013, the Group had no significant contingent
liabilities (as at 31 December 2012: Nil).

Capital commitment

As at 30 June 2013, the contracted capital commitment
of the Group which were not provided in the financial
statements were approximately RMB9.4 million (as at 31
December 2012: approximately RMB28.6 million). Such
capital commitments were mainly for the capital expenditure
in respect of acquisition of production facilities.

In 2011, Changfeng Gear Manufacturing Co., Ltd
(“Changfeng Gear”) was incorporated pursuant to the
cooperation agreement entered into by and between the
Group and an independent third party on 11 November
2010, pursuant to which the Group and an independent
third party, being the non-controlling shareholder of
Changefeng Gear, owns as to 60% and 40% of the equity
interest of Changfeng Gear, respectively. The Group made
a cash contribution of RMB60,000,000 to Changfeng Gear
whilst the non-controlling shareholder contributed new
machineries with an aggregate value of RMB40,000,000
to Changefeng Gear. The Group and the non-controlling
shareholder were committeed to inject an additional amount
of RMB60,000,000 and RMB40,000,000, respectively in the
year 2012. However, due to change in development plan,
on 31 December 2012, the Group and the non-controlling
shareholder entered into a supplemental agreement to
postpone the capital injection schedule to 31 December
2013. As at 30 June 2013, there was a capital commitment
of RMB48 million (31 December 2012: RMBG0 million) being
made by the Group for such capital injection.
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Foreign exchange risk

The business of the Group is mainly located in the PRC
and most of the transactions are carried out in Renminbi.
Most of the assets and liabilities of the Group are computed
in Renminbi. As at 30 June 2013, the Group’s foreign
currencies amounted to approximately RMB5.1 million.
During the year ended 30 June 2013, the Group did not
utilize any future contracts, currency borrowings and
otherwise to hedge against its foreign exchange risk.
However, the Group will monitor the risk exposures and will
consider to hedge against material currency risk if required.

DIVIDEND

The board of directors of the Company (the “Board”) has
resolved not to recommend any payment of interim dividend
for the six months ended 30 June 2013 (30 June 2012: Nil).

PROSPECTS

Having faced with the increasing uncertainty in the global
economic situation and fierce competition in the China
truck market, the Company expects business to continue
to be challenging in the second half of year 2013. To ensure
the sustaintable success, the Group’s management has
formulated various strategies and measures to cope with
these challenges. The strategies and measures include
diversifying the range of the Group’s casting and punching
products in other industry, exploring the opportunities in
overseas market and improvement of the Group’s product
quality management program.

Looking forward, in light of the Group’s (i) recognition in
the overseas train and railway industry; (i) extensive sales,
marketing and services network among all axle component
providers in the aftermarket; (i) diversified axle component
offerings well recognized for high quality by customers; and
(iv) role as an independent provider of axle products in both
the aftermarket and OEM market, enhancing the cross-
marketing capabilities and maximising the sales and profit,
the Group strive to strengthen its position in the railway
and truck industry, to further expand its product offerings in
China, CIS and overseas market.

The Group will further enhance the following aspects in
order to increase its competitiveness within the market in the
upcoming years.

Changfeng Axle (China) Company Limited Interim Report 2013
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Expand overseas market

In order to expand gradually into other overseas markets in
anticipation of overseas demand for the Group’s products
(both railways and truck components), the Company will
leverage its broad range of quality product offerings, product
development capabilities and cost competitiveness, the
Group are well positioned to expand sales of its products
into other overseas markets. The Group will implement
its overseas expansion plan gradually through a variety of
efforts, including:

° exploring the new markets for its train and railway
products;

° diversifying and developing the new casting
and punching products to satisfy the customer
requirements in various industries and countries;

o developing new product models or modifying
its existing products to satisfy the specification
requirements of different types and models of vehicles
used overseas; and

° increasing the sales of its customized axle assemblies
in the overseas OEM market, upon identifying potential
OEM customers who may have a need for customized
axle assemblies.

Cost Control

The Group will make use of its four production facilities
located in the PRC which form an even broader strategic
production and distribution network for its products, so as
to efficiently control the production cost and logistic cost.
Besides, the Group will consolidate functional departments
and production lines to lower its administrative and
production cost. Furthermore, the Group will strategically
cooperate with suppliers in order to lengthen the credit
terms and reduce the purchase price.
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Marketing Network

In order to enhance its market penetration of the train and
railway industry, MDT industry and HDT aftermarket, the
Group will (i) expand its overseas and local market by selling
components with higher margin with a view to increase
subsequent demand for their corresponding products; (ii)
expand its extensive sales, marketing and services network
vertically and horizontally; and (i) provide comprehensive
models and products offerings, with its strong brand
recognition.

Product Development

In order to increase the Group’s production efficiency and
improve its product development capabilities, the Group
strategically cooperates with various research institutions
in the PRC. Under such cooperations, new technology and
raw materials will be developed for the production of railway
and axle components.

Changfeng Axle (China) Company Limited Interim Report 2013
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Report on Review of Condensed Consolidated Financial Statements

Deloitte
BE]

TO THE BOARD OF DIRECTORS OF

CHANGFENG AXLE (CHINA) COMPANY LIMITED
BEES(HE) GRAAE

(incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated financial
statements of Changfeng Axle (China) Company Limited
(the “Company”) and its subsidiaries (collectively referred
to the “Group”) set out on pages 15 to 38, which
comprise the condensed consolidated statement of
financial position as of 30 June 2013 and the related
condensed consolidated statement of profit or loss and
other comprehensive income, statement of changes in
equity and statement of cash flows for the six-month
period then ended and certain explanatory notes. The
Main Board Listing Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
require the preparation of a report on interim financial
informations to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard
34 “Interim Financial Reporting” (“HKAS 34”) issued by the
Hong Kong Institute of Certified Public Accountants (the
“HKICPA”). The directors of the Company are responsible
for the preparation and presentation of these condensed
consolidated financial statements in accordance with
HKAS 34. Our responsibility is to express a conclusion
on these condensed consolidated financial statements
based on our review, and to report our conclusion solely
to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person
for the contents of this report.
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SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention
that causes us to believe that the condensed consolidated
financial statements are not prepared, in all material
respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
30 August 2013

Changfeng Axle (China) Company Limited Interim Report 2013
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for the six months ended 30 June 2013

BE-ZE-=FXA=tHLXEA

Six months ended

BEAEA
30.6.2013 30.6.2012
—EB-=F =T —=—F
AHA=+H A~NA=+H
NOTES RMB’000 RMB’000
FiaE AR¥FTT ARBT T
(unaudited) (unaudited)
(REER) (REEZEZ)
Revenue L ON 3 222,779 288,126
Cost of sales SHE A (186,318) (247,558)
Gross profit EF 36,461 40,568
Other income, other gains and losses B - Bl kEE 4 (1,556) (3,546)
Selling and distribution expenses HE R HRX (9,584) (10,574)
Research and development expenditure R (9,316) (5,775)
Administrative expenses TE R (32,626) (27,571
Impairment losses on trade receivables E 5 G IBRERE (33,700) =
Impairment losses recognised in respect of ~ ¥1% ~ WE KRR EZ
property, plant and equipment BRERBEEGE - (136,000)
Interest on bank borrowings wholly RAFREEEREZ
repayable within five years RITIEKFIE (17,092) (20,244)
Loss before tax BT RIS 5 (67,413) (163,142)
Taxation M| 6 (1,682) 1,473
Loss and total comprehensive expense HiAEE K&
for the period 2ERSAE (69,095) (161,669)
Loss and total comprehensive expense AT AL EAAEE
for the period, attributable to: REERZEE :
Owners of the Company VIN/NEIEZEPN (67,683) (161,362)
Non-controlling interests IR (1,412) (307)
(69,095) (161,669)
Basic loss per share (RMB) BRERNEE(ARE) 7 (0.08) 0.2)
BEEE(PE)ERAR T =FHHRE
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Condensed Consolidated Statement of Financial Position

RS BB AR &

at 30 June 2013
R-ZB—Z=FxA=+H

30.6.2013 31.12.2012
—E—-=F —TE——F
ANB=E+H H=—A=+—H
NOTES RMB’000 RMB’000
B 5 ARET T AREFIT
(unaudited) (audited)
(REBER) (T iz)
Non-current assets FRBEE
Property, plant and equipment Y% - BB KRB 9 580,531 578,176
Prepaid lease payments A EEKIE 294,371 297,730
Prepayment for acquisition of machinery BB S TRII IR 23,848 18,899
Deferred tax assets RIEFIIAE 2= - 37
898,750 894,842
Current assets REEE
Inventories FE 249,421 278,733
Trade receivables =) G 10 223,077 255,397
Bills receivable M E I 11 145,872 108,818
Other receivables H b U IR 12 139,990 136,534
Prepaid lease payments TENEEFKIE 6,405 6,236
Income tax recoverable A Y [E] FR SRR 2,439 2,439
Short-term investments RHIEE - 20,000
Bank balances and cash IRITHBR MRS 53,306 61,872
820,510 870,029
Current liabilities REEE
Trade and bills payables B 5N FOE RN Rk 13 135,893 100,193
Other payables H b eSS FOE 14 64,954 65,372
Borrowings — due within one year B — R —FREH] 15 485,117 498,560
Income tax payable FE TS AR 1,847 531
687,811 664,656
NET CURRENT ASSETS REEEFE 132,699 205,373
TOTAL ASSETS LESS HWEERRBEME
CURRENT LIABILITIES 1,031,449 1,100,215
NON-CURRENT LIABILITY FRBERS
Deferred tax liabilities FETHIBEE 329 —
1,031,120 1,100,215
OWNERS’ EQUITY e AER
Share capital N 16 53,560 53,560
Reserves (=] 940,406 1,008,089
Equity attributable to owners of the Company A &% A AFE(LfEZS 993,966 1,061,649
Non controlling interests Bl g T 37,154 38,566
1,031,120 1,100,215

Changfeng Axle (China) Company Limited

Interim Report 2013




Attributable to owners of the Company

BE-Z-=FXA=tHLXEA

KARERARE
Shares
held under
awarded
share
compensation
scheme Non-
Share  Share  Capital  Suplus  Special  BEEE  Retained controlling
capitl  premium reseves  reserves  reserves MRASHME  eamings Total interests Total
Re  REEE RAGE  EHRE  RHEE RANRG  REEY gt FERER ait
RMBOO0  RMBOO0  RMBIOOD  RMBO00  RMBO00  RMBOO0  RWB'0O0  RMBIOO0  RMBOOD  RWB'000
ARETT ARETn ARETn ARETR ARETn ARETn ARBTr ARETn ARETR ARETR
At January 2012 audited) R-B-—§-A-A(820) 53560 5926 2608 14900 82 - 09 1ERET %9 1562580
Loss and totd comprehensive INEERZERRLE
expense for the period - - - - - - (161362 (161,36 (307 (161,669
130 Jung 2012 (unaudited) W-E-—ERA=TH(REER) 53560 59926 2608 14900 80 - WIS 1125 066 140091
Loss and tota comprehensiie SEERR AR A
expense for the period - - - - - - QoY oT%Y (1080 (299069
Puchase of shares forthepumpose  SREIRGEMEEERD
of awarded shares compensation
schere - - - - N - e - e
At 31 Decemoer 2012 faudted) RB--Ft-f-t-A(EER) %50 59206 2602 14900 82 (16 5% 1061649 38566 1100215
Loss and fota comprehensive BMEERER
xpense for the perod HxiE - - - - - - T8y 7esy (141D (69099)
At30 June 2013 (neudite) H=E-=ERA=1H(EEH) 53560 599206 26982 14900 82 (16) (408 093966 Tts4 1031120
BEHEE(PE)BRAT —E-=FHHHRE
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for the six months ended 30 June 2013
BE-_ZT—=FX"A=1+HLAER

Six months ended

BEAEA
30.6.2013 30.6.2012
—EB-=F =T —=—F
AHA=+H A~NA=+H
RMB’000 RMB’000
AR¥FTT AREBT T
(unaudited) (unaudited)
(REER) (REgE=Z)
OPERATING ACTIVITIES KEEE
Loss before tax BRTiRIE B (67,413) (163,142)
Adjustments for: AT RIBEL FE
Interests on bank borrowings RAFREEER S
wholly repayable within five years RITIEFHE 17,092 20,244
Impairment losses on trade receivables B 5 eI IE R A EE 33,700 =
Impairment losses in respect of property, W% - R MR EBBEEE
plant and equipment - 136,000
Depreciation of property, Y% BEMEREBEIITE
plant and equipment 18,946 21,255
Loss on disposal of property, HEME - BERZEEE
plant and equipment 89 6,116
Release of prepaid lease payments A SEUREIEN -0 CE] 3,190 3,118
Bank interest income RITHBULA (79) (469)
Operating cash flows before movements LBEESEHEI
in working capital KERSME 5,525 23,122
Decrease (increase) in inventories HFER A (380) 29,312 (65,991)
(Increase) decrease in trade receivables B 5 e EaE (3800) m A (1,380) 21,070
Increase in other receivables B th IR IR (3,456) (16,494)
(Increase) decrease in bills receivable FEURZE 15 (3840 ) sk > (37,054) 26,573
Increase in trade and bill payables B 5 FEMGRIE & R AR Z N 33,804 26,388
Decrease in other payables At AT IR (418) (7,491)
Cash generated from operations KBEE 78S 26,333 7177
Income tax paid BEFEH - (1,903)
NET CASH FROM OPERATING ACTIVITIES K& EZEBELRESFE 26,333 5,274
INVESTING ACTIVITIES REETH
Purchases of property, plant and equipment  EE¥E - FiE MR (31,752) (83,268)
Prepayment for acquisition of machinery BB MR TR N IE (4,949) (5,449)
Proceeds from redemption of &l BiIR B 1S 50E
short-term investments 20,000 -
Payment for land use rights S5t A b5 R A - (9,263)
Placement of pledged bank deposits FHEEIRRITIE 5K - (16)
Refund for acquisition of BB T RERET 2R
land use right and buildings - 43,300
Proceeds from release of fR R B AR ERI TR SR FT1S 5K I8
pledged bank deposits - 2,116
Other investing activities items HiRE ) EEIEER 12,337 1,905
NET CASH USED IN REFEFTARESFE
INVESTING ACTIVITIES (4,364) (50,675)

Changfeng Axle (China) Company Limited Interim Report 2013




BE-Z-=FXA=tHLXEA

Six months ended

BEAEA
30.6.2013 30.6.2012
—E—=F —E——F
ANA=tH ~NA=TH
RMB’000 RMB’000
AR¥FTT AREBT T
(unaudited) (unaudited)
(REER) (REEFEZ)
FINANCING ACTIVITIES R EED
Repayment of borrowings BEER (264,610) (192,578)
Interest paid BIHE (17,092) (20,244)
New borrowings raised TG AR 251,167 211,436
Repayment to a director EiE—REENE - (1,500)
NET CASH USED IN RETBMAZESEE
FINANCING ACTIVITIES (30,535) (2,886)
NET DECREASE IN CASH AND ReRRELEEERRDFE
CASH EQUIVALENTS (8,566) (48,287)
CASH AND CASH EQUIVALENTS R—A—BZRERRESEEER
AT 1 JANUARY 61,872 134,450
CASH AND CASH EQUIVALENTS RARA=+HZERE
AT 30 JUNE, RRESEEER
represented by bank balances and cash BIER1THEBR RIS 53,306 86,163
IBLEE(hE)ERAR  —E-=ShHRE
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Notes to the Condensed Consolidated Financial Statements
I RRAR S BTSRRI T

for the six months ended 30 June 2013
BE-ZF-—=FxA=tHIL~EA

1.

BASIS OF PREPARATION

The condensed consolidated financial statements
have been prepared in accordance with HKAS 34
Interim Financial Reporting issued by the Hong
Kong Institute of Certified Public Accountants as
well as with the applicable disclosure requirements
of Appendix 16 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”).

In preparing the condensed consolidated financial
statements of the Company, the directors recognise
that although the Group had a net current asset
position of RMB132,699,000 as at 30 June 2013,
the Group recorded a net loss of RMB69,095,000
for the six-month period then ended. In addition, the
Group had bank borrowings due within one year of
approximately RMB485,117,000 as at 30 June 2013.
The directors are of the opinion that the existing
banking facilities could be successfully renewed
upon maturity based on the past history and good
relationships of the Group with the banks.

Subsequent to the end of the reporting period, the
Group had renewed banking facilities on their expiry
to the extent of approximately RMB82,000,000 in
full for one year. Taking into account the availability
of the Group’s banking facilities, together with
expected net cash inflows generated from the
Group’s business operations, the directors believe
that the Group will have sufficient working capital for
its present requirements. Accordingly, the condensed
consolidated financial statements have been
prepared on a going concern basis.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements
have been prepared on the historical cost basis.

Except as described below, the accounting policies
and methods of computation used in the condensed
consolidated financial statements for the six months
ended 30 June 2013 are the same as those followed
in the preparation of the Group’s annual financial
statements for the year ended 31 December 2012.

Changfeng Axle (China) Company Limited Interim Report 2013
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Notes to the Condensed Consolidated Financial Statements

PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

Application of new or revised Hong Kong
Financial Reporting Standards (“HKFRSs”)

In the current interim period, the Group has applied,
for the first time, the following new or revised Hong
Kong Financial Reporting Standards (“HKFRS”)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) that are relevant for the
preparation of the Group’s condensed consolidated
financial statements for the six months ended 30
June 2013:

o HKFRS 10 Consolidated Financial Statements;

o HKFRS 11 Joint Arrangements;

o HKFRS 12 Disclosure of Interests in Other
Entities;

o Amendments to HKFRS 10, HKFRS 11 and
HKFRS 12 Consolidated Financial Statements,
Joint Arrangements and Disclosure of Interest
in Other Entities: Transition Guidance;

o HKFRS 13 Fair Value Measurement;

o HKAS 19 (as revised in 2011) Employee
Benefits;

o HKAS 28 (as revised in 2011) Investments in
Associates and Joint Ventures;

o Amendments to HKFRS 7 Disclosures —
Offsetting Financial Assets and Financial
Liabilities;

o Amendments to HKAS 1 Presentation of Items
of Other Comprehensive Income;

o Amendments to HKFRSs Annual Improvements
to HKFRSs 2009-2011 Cycle; and

o HK(IFRIC)-Int 20 Stripping Costs in the
Production Phase of a Surface Mine.

New and revised Standards on consolidation,
joint arrangements, associates and disclosures

In the current interim period, the Group has applied
for the first time HKFRS 10, HKFRS 11, HKFRS 12
and HKAS 28 (as revised in 2011) together with the
amendments to HKFRS 10, HKFRS 11 and HKFRS
12 regarding the transitional guidance. HKAS 27 (as
revised in 2011) is not applicable to these condensed
consolidated financial statements as it deals only with
separate financial statements.

The impact of the application of these standards is
set out below.

R AR & B S AR YRt

for the six months ended 30 June 2013
BE-_ZT—=Fx-B=+HLAEAR

FEEEBCR ()

BRI AT RS B BB BHEER ([ EBYBH
ZEA))

RARHEE  AEECBERERZREHRETES
fiAg ([BASFAE]) AT BERARE
EHE T —=F R A=tRHILNEAAGRGEaH
BHREREB A RLETERMBHREERN(E
B RELER ) :

o BENBHMEERNE10RGSHHHE

o  BEMBMEERNE 11 RES ZH

o ABUMBHMELRFE12RRAMELE R D
£Z

o ABMBMELEDNE105 (BFIA) - BB
WEERIZE 1158 (BT A) RBEAB I BHRELER
F12 (BT REEHFIRE -~ HELHRR
Rt Feam . 17%5E - BEES

o EBAMBMELEAFIRAFETE

o AABGHERFIR(ZZE——FKIBFES
&7

o  ABGERIF 285 (2T ——FLKIEFT) R
ERFREELEIKE

o ABWBWMEERETR(BRIARN) FE— K1y
TRHEERTHEE

o EAREGHEAFIRUERIAN) B2 E Kas B
BZZ5

o HEBUBMEERNZER B EHEHEER
—EFNFEFT—FHHFRUNE

o EHE(ARMBEREREZES) -REF 205
BB LERAIFIGFHA -

BFRGRAMBERER  MERY BEQARARKEN
el RARIERTER

R EAHARS - AN B E IR E S B 15 iR R
F105% - BB HRELENE 115 - HEMEHRS
ERIFE12R R BB ERE 28K (= ——FLK
BR]) AR B BT IEHREERFE 1057 - HAMB RS
ERFE 115 - BBMEREENF 120 EHBEE
1832185 - BA ST ERIFE 275 (ZF——FL(E
DY TEARNSHPGAVERE  RAERE
AR BRI BN B TSRk o

FERZEERZZEFINWT -

IBEER(FE)ERAT —E-=FPHKRE
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Notes to the Condensed Consolidated Financial Statements
I RRAR S BTSRRI T

for the six months ended 30 June 2013
BE-ZF-—=FxA=tHIL~EA

2.

PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

Impact of the application of HKFRS 10

HKFRS 10 replaces the parts of HKAS 27
Consolidated and Separate Financial Statements
that deal with consolidated financial statements and
HK(SIC)-Int 12 Consolidation — Special Purpose
Entities. HKFRS 10 changes the definition of control
such that an investor has control over an investee
when a) it has power over the investee, b) it is
exposed, or has rights, to variable returns from its
involvement with the investee and c) has the ability to
use its power to affect its returns. All three of these
criteria must be met for an investor to have control
over an investee. Previously, control was defined
as the power to govern the financial and operating
policies of an entity so as to obtain benefits from its
activities. Additional guidance has been included in
HKFRS 10 to explain when an investor has control
over an investee.

In particular, the directors of the Company have
assessed the impact on HKFRS 10 which changes
the definition of control over an investee, and
concluded that no material effect on the condensed
consolidated financial statements.

HKFRS 13 Fair Value Measurement

The Group has applied HKFRS 13 for the first time
in the current interim period. HKFRS 13 establishes
a single source of guidance for, and disclosures
about, fair value measurements, and replaces those
requirements previously included in various HKFRSs.
Consequential amendments have been made to
HKAS 34 to require certain disclosures to be made
in the interim condensed consolidated financial
statements.
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Notes to the Condensed Consolidated Financial Statements

PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

HKFRS 13 Fair Value Measurement (continued)

The scope of HKFRS 13 is broad, and 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, subject to a few
exceptions. HKFRS 13 contains a new definition for
‘fair value’ and defines fair value as the price that
would be received to sell an asset or paid to transfer
a liability in an orderly transaction in the principal (or
most advantageous) market at the measurement
date under current market conditions. Fair value
under HKFRS 183 is an exit price regardless of
whether that price is directly observable or estimated
using another valuation technique. Also, HKFRS 13
includes extensive disclosure requirements.

In accordance with the transitional provisions of
HKFRS 13, the Group has applied the new fair
value measurement and disclosure requirements
prospectively. The application of this HKFRS has
had no impact on the amounts reported in the
condensed consolidated financial statements.

R AR & B S AR YRt

for the six months ended 30 June 2013
BE-_ZT—=Fx-B=+HLAEAR
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Notes to the Condensed Consolidated Financial Statements
I RRAR S BTSRRI T

for the six months ended 30 June 2013
BE-ZF-—=FxA=tHIL~EA

2.

PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

Amendments to HKAS 1 Presentation of Items
of Other Comprehensive Income

The amendments to HKAS 1 introduce new
terminology for 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 additional disclosures to be
made in the other comprehensive income section
such that items of other comprehensive income are
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 existing option to present items
of other comprehensive income either before tax
or net of tax. The amendments have been applied
retrospectively, and hence the presentation of items
of other comprehensive income has been modified to
reflect the changes.
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Notes to the Condensed Consolidated Financial Statements

PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

Amendments to HKAS 34 Interim Financial
Reporting (as part of the Annual Improvements
to HKFRSs 2009-2011 Cycle)

The Group has applied the amendments to HKAS
34 Interim Financial Reporting as part of the Annual
Improvements to HKFRSs 2009-2011 Cycle for
the first time in the current interim period. The
amendments to HKAS 34 clarify that the total assets
and total liabilities for a particular reportable segment
would be separately disclosed in the interim financial
statements only when the amounts are regularly
provided to the chief operating decision maker
(CODM) and there has been a material change from
the amounts disclosed in the last annual financial
statements for that reportable segment.

Since the CODM does not review liabilities of the
Group’s reportable segments for performance
assessment and resource allocation purposes, the
Group has not included total liabilities information as
part of segment information.

Except as described above, the application of the
other new or revised HKFRSs in the current interim
period has had no material effect on the amounts
reported and/or disclosures set out in these
condensed consolidated financial statements.

R AR & B S AR YRt

for the six months ended 30 June 2013
BE-Z-=FXA=tHILAAEA
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for the six months ended 30 June 2013
BE-_ZT—=FX"A=1+HLAER

3. REVENUE AND SEGMENT INFORMATION

(a)

Operating segments

The Group has three reportable and operating
segments as follows:

OEM and related market-manufacturing
and selling of axle assemblies and axle
components to heavy duty truck and
medium duty truck manufacturers and
other assembly manufacturers.

Aftermarket-manufacturing and selling of
axle components and axle assemblies to
market for providing after-sales services.

Train and railway business-manufacturing
and selling of train and railway
components which commenced sales
and became a new operating segment
since 2013.

Changfeng Axle (China) Company Limited Interim Report 2013
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3.

REVENUE AND SEGMENT INFORMATION
(CONTINUED)

Segment revenue and results

Notes to the Condensed Consolidated Financial Statements

R AR & B S AR YRt

for the six months ended 30 June 2013
BE-Z-=FXA=tHILAAEA

3. WARDHEH(H)

(b) ZDEWBRAREE

Segment revenue Segment results
AHBA S
Six months ended Six months ended
HEANEA HENEA
30.6.2013 30.6.2012 30.6.2013 30.6.2012
ZE-=f —E-_F —E-=% —E—_F
~AZtH ~NE=TH ~BZtH ~NE=TH
RMB’000 RMB'000 RMB’000 RMB'000
ARBTR ARETTL ARBTR ARETTL
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (RiEER) (REER) (REER)
OEM and related market OEM KA@M % 92,783 169,598 16,705 26,755
Aftermarket HEm5 118,585 118,628 16,452 13,813
Train and railway business CIEN 9 11,411 = 3,304 =
Total segment and consolidated 2 &F#Et Rz A 222,719 288,126 36,461 40,568
Other income, other gains HiA -~ Eft
and losses WaREE (1,556) (3,546)
Seling and distribution expenses  $HE R #HEX (9,584) (10,574)
Research and development e
expenditure (9,316) (5,775)
Administrative expenses THEY (32,626) (27,571)
Impairment losses on trade B SRNGERE
receivables (note) B () (33,700) -
Impairment losses recognisedin 1%+ R R
respect of property, plant and e EER
equipment FESE - (136,000)
Interest on bank borrowings RAFREHEEL
wholly repayable RATHEAAE
within five years (17,092) (20,244)
Loss before tax RHAEE (67,413) (163,142)

Revenue reported above represents revenue
generated from external customers. There was
no inter-segment sales during the period.

Note: The amount consisted of impairment losses
on trade receivables from the OEM and related
market of RMB7,879,000 and trade receivables
from aftermarket of RMB25,821,000, respectively,
based on an analysis of the recoverability
by customer portfolio. In determining the
recoverability, the background, financial strength,
sales, repayment ability, historical settlement
patterns of each debtor are regularly reviewed.
The amount of impairment loss is determined
based on the estimated future cash flows that is
considered irrecoverable in the current and prior
interim periods.

AE2HBABRIIBEFPELENYA - H
A - BB D #BREHE R -

Hret - RIBREPHEAMENAIREMEDH - 225

BIES B OEM RABRA IS K E 5 e B R
B8 A RE 7,879,000 TTA KR HEIET BN E
5 FEU kB A R ¥ 25,821,000 7T © HAREE 7] UL
Bl - AREHRNSEHBAZES B
BEH - HE EEENRBAEBRZER - R
BBBZEBEENERAERE AT R iB A+ H
B EEIRE 2 Rt AT S REET -

IBEER(FE)ERAT —E-=FPHKRE
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Notes to the Condensed Consolidated Financial Statements

R EAAR & B S AR TRE

for the six months ended 30 June 2013
BE-ZF-—=FxA=tHIL~EA

3. REVENUE AND SEGMENT INFORMATION 3. WARDHER ()
(CONTINUED)
(c) AHEE
(c) Segment assets
Assets
BE
30.6.2013 31.12.2012
—E-—fF —E——F
~B=1+H +-A=+—H
RMB’000 RMB’000
AR®T R AREFT
(unaudited) (unaudited)
(REEER) (REEER)
OEM and related market OEM X i@ % 81,183 71,992
Aftermarket HETIS 137,331 183,405
Train and railway business 51|28 R 9 B S 7% 4,563 -
Total of all segments FiE R &5 223,077 255,397

Segment assets represent trade receivables.

4. OTHER INCOME, OTHER GAINS AND 4.

LOSSES

NEEEIRE S EWGOR -
Hpg A ~ Eftlzs R &8

Six months ended

BZE=~EAR

30.6.2013 30.6.2012

—Eg—= —ET——F

ANA=TH ~NA=1+H

RMB’000 RMB’000

AR%T T ARETIT

(unaudited) (unaudited)

(REBER) (CREEE=Z)

Bank interest income RITHLEHA 79 469

Government grants (note) AT Bh (P E) 77 2,012

Net foreign exchange gain PE 5 Uk e F R 2 11

Income from suppliers on defects claim & & B ErE R E WA 2,215 34
Donation Bk (12) 9)

Loss on disposal of property, LEYE  BEMLZEZEE

plant and equipment (89) (6,116)

Others HAh (4,522) 53
(1,556) (3,546)
Note: Grants primarily represented incentives received from Bfat - Rk = Eeth H AR E B TR I8 - S EE

local authorities by the group entities as encouragement
of its 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.

Changfeng Axle (China) Company Limited

Interim Report 2013
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for the six months ended 30 June 2013
BE-Z-=FXA=tHILLAEA
5. LOSS BEFORE TAX 5. RBIAIESE

BRI AT BT R B F0ER

Loss before tax has been arrived at after charging:

Six months ended

HEANEA
30.6.2013 30.6.2012
—E-=F — T4
~NAZ=1+H ~NA=1H
RMB’000 RMB’000
ARMT T ARBT T
(unaudited) (unaudited)
(RIEER) (REgE=Z)
Employee benefits expenses EERAFALZ
(including directors’ emoluments): (BIEESRFM) :
— salaries and other benefits — e REMER 30,816 32,792
— retirement benefit scheme — R IRE R ET B R
contributions 2,749 2,454
Total staff costs BB TR 33,565 35,246
Depreciation of property, M - BB NREETE
plant and equipment 18,946 21,255
Release of prepaid lease payments ACSEAREIEN=XNE-N 3,190 3,118
Cost of inventories recognised as EREREAT 2 FEX
expenses, included in BiE
— cost of sales —SHERR 184,695 246,464
— for research and development —phifEmE (B4
purposes (included in ‘research (8] A) A
and development’ expenditure) 6,260 1,963
TAXATION 6. HBiE
Six months ended
BEAEA
30.6.2013 30.6.2012
—_E2—= —E——F
~A=t+H ~NA=1H
RMB’000 RMB’000
ARMET T ARETTT
(unaudited) (unaudited)
(RIEER) (REEEZ)
Tax (credit) expense comprises: TRIE (%) A BiE
Current tax expense BNERFLIB R 1,177 19
Under(over)provision in prior year BAEFERETR (BEEE) 139 (1,857)
Deferred tax expense IRIEFE AR > 366 365
1,682 (1,473)
BEEE(PE)ERAR T =FHHRE 29
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for the six months ended 30 June 2013
BE-_ZT—=FX"A=1+HLAER

6.

TAXATION (CONTINUED)

The income tax expense represents the People’s
Republic of China (“PRC”) Enterprise Income Tax
which is calculated at the prevailing tax rate of 25%
on the taxable income of the group entities in the
PRC for the six months ended 30 June 2013 and
2012 except for the group entities described below.

The Company was incorporated in the Cayman
Islands and is not subject to any income tax.

On 15 August 2010 and 29 October 2010, Kaifeng
Changfeng Axle Manufacturing Co., Ltd. and
Longyan Shengfeng Machinery Manufacturing Co.,
Ltd., both are wholly-owned subsidiaries of the
Company, obtained “High and New Technology
Enterprise” status for 3 years and subject to a
preferential tax rate of 15% for the period from 2011
to 2013 according to the PRC Tax Law.

Changfeng Axle (China) Company Limited Interim Report 2013
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LOSS PER SHARE 7.

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

for the six months ended 30 June 2013
BE-_Z—=FXB=+HLAEAR

BSREBE
ARAHEA ANEEERERNBRIREATBE

i

Six months ended

BZEXREA
30.6.2013 30.6.2012
—E-=5F —ET——F
~A=t+H NA=+H
RMB’000 RMB’000
AR%T T ARETTT
(unaudited) (unaudited)

(REER) (RIEEZ)

Loss 58
Loss for the purpose of 18 — BARE AR EE
basic loss per share (RRARHA A
(Loss for the period FEML BRI ESR)
attributable to owners
of the Company) (67,683) (161,362)
[———
Six months ended
HENEA
30.6.2013
&
30.6.2012
—E—=F,A=1H
)
—ET-—FXA=+H
Number of shares idnip - E|
Number of ordinary shares TBRE B
for the purposes of — GIREKREE
800,000,000

basic loss per share

No diluted loss per share is presented as the
Company did not have any potential ordinary shares
in issue during the six months ended 30 June 2013
and 2012 or at the end of each reporting period.

DIVIDENDS 8.

No dividends were paid, declared or proposed
during the interim reporting period. The directors of
the Company do not recommend the payment of an
interim dividend (six months ended 30 June 2012:
nil).
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Notes to the Condensed Consolidated Financial Statements
I RRAR S BTSRRI T

for the six months ended 30 June 2013
BE-ZF-—=FxA=tHIL~EA

9.

Changfeng Axle (China) Company Limited

MOVEMENTS IN PROPERTY, PLANT AND
EQUIPMENT

During the period, the Group acquired property,
plant and equipment amounting to approximately
RMB33,648,000 with estimated useful lives ranging
from 5 to 10 years (six months ended 30 June 2012:
approximately RMB116,096,000) for the purpose
of expanding the Group’s train and railway and
gearwheel business.

The Group disposed of certain property, plant and
equipment with an aggregate carrying amount
of RMB12,347,000 (six months ended 30 June
2012: RMB6,552,000) for cash proceeds of
RMB12,258,000 (six months ended 30 June 2012:
RMB436,000), resulting in a loss on disposal of
RMB89,000 (six months ended 30 June 2012:
RMB6,116,000).

For the six months ended 30 June 2013, the
directors of the Company conducted an impairment
assessment on the Group’s property, plant and
equipment and prepaid lease payments. With
reference to the valuation report issued by an
independent valuer, the recoverable amounts of
the relevant assets have been determined on the
basis of the value in use calculation using a pre-
tax discount rate of 13.61% (six months ended 30
June 2012: 13.25%). This calculation uses cash flow
projections based on financial forecasts approved by
management of the Group covering five years with
the cash flows beyond such period are extrapolated
using a steady growth rate till the end of useful lives
of the relevant assets. Key assumptions for the
value in use calculations relate to the estimation of
cash inflow/outflows which include budgeted sales
and gross margin, such estimation is based on the
management’s expectations for the prospective
market and market development. The value-in-
use calculation of the relevant assets exceeds their
carrying amounts as at 30 June 2013 and hence
no further impairment loss is recognised for the six
months ended 30 June 2013 (six months ended 30
June 2012: impairment loss of RMB136,000,000 as
the recoverable amounts were less than the carrying
amounts of the relevant assets). The directors of
the Company made reference to the recent market
prices of the leasehold land located in the similar
location as the Group’s leasehold land on which
the property, plant and equipment is situated and
concluded no impairment on prepaid lease payments
is required.

Interim Report 2013
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for the six months ended 30 June 2013
BE-_Z—=FXB=+HLAEAR

10. TRADE RECEIVABLES 10. EZEWFRE
Trade receivables comprise the following: B S EYGIEBRIEATSIA ¢
30.6.2013 31.12.2012
—E-=F — T4
ARA=tH | tZA=1+—H
RMB’000 RMB’000
AR%T T ARETTT
(unaudited) (audited)
(REER) (Fez=1%)
Trade receivables B 5 EYGKIA 454,420 453,040
Less: impairment losses on B BHEWGRIEZ
trade receivables BB E (231,343) (197,643)
223,077 255,397
The Group allows an average credit period of 90-120 AEBREESEFREHEIOE120KHTFHEEL -
days to its trade customers. The aging analysis of B S REWFRIBENRR S MIRERREHRRNEZH
trade receivables is presented based on the invoice HAZ 71| -
date at the end of the reporting period.
The following is an aging analysis of trade receivables UTARREREHRE S RIKEIE (MR E 5 RYKRIE
(net of impairment loss on trade receivables), WEEBR)(REEAH(HESE NaERBHEE) 2
presented based on the invoice date, which 5) BIBREC DA
approximated the respective revenue recognition
date, at the end of the reporting period:
30.6.2013 31.12.2012
—E—-=F —E——4F
ANA=+RB | tZA=1—H
RMB’000 RMB’000
AR®T T ARET T
(unaudited) (audited)
(REBER) (&%)
0 to 90 days 0£90H 112,328 100,367
91 to 120 days 912 120H 39,986 11,242
121 to 180 days 1212180 H 19,980 40,937
181 to 365 days 181 H=365H 32,185 72,889
Over 365 days 365 HEA E 18,598 29,962
223,077 255,397

BREE(TE) ERAT —E-SFRHHE 33



for the six months ended 30 June 2013
BE-_ZT—=FX"A=1+HLAER

11. BILLS RECEIVABLE 11. BWREE

At the end of the reporting period, bills
receivable amounting to RMB78,873,000 (2012:
RMB55,266,000) have been endorsed to certain
creditors. The Group continues to present the
endorsed bills as bills receivable until maturity.

RAREHIR - BUIREIE S5 A AR 78,873,000
T(ZZF—=—%F: AR¥55266,000it)EEZT
ETEEA - AEEREZIEEEZRAERE
B EHEZH -

FERBA R DTN -

The following is an aging analysis of bills receivable:

34

30.6.2013 31.12.2012
—E-=F —E—_F
AA=+H | T=ZA=+—H
RMB’000 RMB’000
ARET T AREBT T
(unaudited) (audited)
(REERK) (fe#==Z)
0 to 90 days 0£90H 63,872 91,670
91 to 120 days 912120 H 50,606 8,698
121 to 180 days 121 £180H 29,394 8,450
181 days to 365 days 181 HZ 365 H 2,000 —
145,872 108,818
12. OTHER RECEIVABLES 12. HtEWRIE

Other receivables comprise the following: HAeEBRIEREA T &IE ¢
30.6.2013 31.12.2012
—E—-=fF —E=——4F
AA=t+H | t=—A=+—8H
RMB’000 RMB’000
ARMET T ARBT T
(unaudited) (audited)
(REER) (JeEZ)
Other receivables H b fE U SR IE 16,600 13,313
Advances to suppliers [R)4k JE P AR 94,143 88,783
Prepaid expenses TEFAX 2,530 1,978
VAT-in recoverable HER — ik 26,717 32,460
139,990 136,534

Changfeng Axle (China) Company Limited

Interim Report 2013




13. TRADE AND BILLS PAYABLES

Trade and bills payables comprise the following:

for the six months ended 30 June 2013

BE-Z-=FXA=tHLXEA

13. EZENFEAREGRE

B RNFAMENRERREATER

30.6.2013 31.12.2012

—E-=F — T4

ARA=tH | tZA=1+—H

RMB’000 RMB’000

ARET T ARETTT

(unaudited) (audited)

(REER) (Fez=1%)

Trade payables B SR 133,893 100,193
Bills payable ANES 2,000 -
135,893 100,193

The following is an aging analysis of trade payables,
presented based on the invoice date, at the end of
each reporting period:

UTAREEREMRENEZFR(REZAHZE

51)) Z BRER AT -

30.6.2013 31.12.2012
—E—-=fF —E——F
RA=+H | t=ZA=+—H
RMB’000 RMB’000
AR%T T ARBT T
(unaudited) (audited)
(REEX) (JeEZ)
Within 30 days 30BN 13,573 27,600
31 to 60 days 31 £ 60H 26,050 17,251
61 to 90 days 61290 H 21,317 20,306
91 to 180 days 91 %2180 H 42,475 24,697
181 to 365 days 181 £ 365 H 25,461 10,339
Over 365 days 365 B & 5,017 -
133,893 100,193

The following is an aging analysis of bills payable. BN RIBEZBRERDITIT
30.6.2013 31.12.2012
—E—=fF —E——F
~A=+H| t=ZA=+—H
RMB’000 RMB’000
AR%T T ARBT T
(unaudited) (audited)
(REEX) (JeEZ)
91 to 180 days 91 %2180 H 2,000 -

BEEE(PE)ERAR T =FHHRE
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for the six months ended 30 June 2013
BE-_ZT—=FX"A=1+HLAER

14. OTHER PAYABLES

Other payables comprise the following:

14, HMESFRIE

HitENFAREA TSR

30.6.2013 31.12.2012
—EgE—=F —E——F
ANA=+R | tZA=1+—H
RMB’000 RMB’000
ARBTT ARET T
(unaudited) (audited)
(REBEX) (J&2=%)
Advances from customers REZFRER 22,095 12,997

Payables and accruals for property, Mz - W &R
plant and equipment FES SRIE R FE T 5RIE 5,259 7,155
Payroll and welfare payables JES T & KA 8,074 7,761
Warranty accrual RIEMEFTRIE 667 1,065
Other accruals H bRt FIE 12,585 20,586
Other tax payable E A EHIE 6,529 8,935
Other payables H At S 5RIE 9,745 6,873
64,954 65,372

15. BORROWINGS 15. &

Changfeng Axle (China) Company Limited

During the period, the Group obtained new
bank borrowings amounting to approximately
RMB251,167,000 (six months ended 30 June
2012: approximately RMB211,436,000) and repaid
bank borrowings amounting to approximately
RMB264,610,000 (six months ended 30 June 2012:
approximately RMB192,578,000). The borrowings
carry interest at variable market rates ranging from
5.88% to 7.87% per annum (six months ended 30
June 2012: 6.41% to 7.87%) and are repayable one
year from the end of the reporting period.

Interim Report 2013
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15.

16.

BORROWINGS (CONTINUED) 15. & (%)
The Group had pledged certain assets to secure
banking facilities granted to the Group. The carrying
value of the assets pledged are as follows:

for the six months ended 30 June 2013

BE-Z-=FXA=tHLXEA

AEEEEFETEEMERRAAEER B AIRTT
BMEMER - CEMEENREELT

30.6.2013 31.12.2012
—E-=F —EF——4F
ANA=+AH | TZHA=+—H
RMB’000 RMB’000
ARET T ARET T
(unaudited) (audited)
(REER) (J&2=%)
Property, plant and equipment M - R MR 136,010 141,602
Land use rights - Hh 5 A4 83,318 84,225
Trade receivables B S REWEIE 55,738 58,369
275,066 284,196
SHARE CAPITAL 16. KA
Number
of shares Amount
BrEE x|
US$'000
F=T
Ordinary shares of the United States FREE.01ZEIL([EL])
dollars (“US$”) 0.01 each SRR L
Issued & fully paid: BEZETRHE -
At 1 January 2012, 30 June 2012, RZZ—=—F—HF—1 -
1 January 2013 and 30 June 2013 —E——FA=F+H"
—E—=F—-A—HEK
—E—=%A=+H 800,000,000 8,000
30.6.2013
&
31.12.2012
—E-=%XHA=tH
&
—T——_Ft-A=t—H
RMB’000
AREFTT
Shown on the condensed consolidated RERRARE B AR RS
statement of financial position 53,560
BEEE(PE)ERAR T =FHHRE
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Notes to the Condensed Consolidated Financial Statements
I RRAR S I TSR R M

for the six months ended 30 June 2013
BE-ZF-—=FxA=tHL~EA

17.

18.

Changfeng Axle (China) Company Limited

CAPITAL COMMITMENTS 17. BREIE
30.6.2013 31.12.2012
—E—-=F —EF——F
AA=+H | tT=A=+—H
RMB’000 RMB’000
AR¥T R AREFIT
(unaudited) (audited)
(REERK) (fe#==Z)
Capital expenditure in respect of W HE TR B T i B
acquisition of plant and machinery K& A
— contracted for but not provided for —BRIAERR
in the condensed consolidated fRRAR & B s
financial statements 9,377 28,635

A subsidiary of the Group has a capital commitment
in respect of capital contribution of RMB48,000,000
(2012: RMB60,000,000) to Changfeng Gear Co.,
Ltd..

During the period, a supplemental agreement had
been entered in relation to the amendment of capital
contribution in Changfeng Gear Co., Ltd., Capital
contribution had been reduced from RMB60,000,000
to RMB48,000,000 accordingly.

RELATED PARTY DISCLOSURES

During the period, the Group entered into the
following transactions with related parties:

Compensation of key management personnel
The remuneration of directors and other members

of key management during the six months ended 30
June 2013 and 2012 was as follows:

AEE-FHBARAE —BEREKE

LT

EEHAR A A HE AR 48,000,000 (—F—=
£ : AR#¥60,000,0007T) °

RER - ERRGLERAR AR HE 2B
N1z o HE B AR 60,000,000 7TiEE
R AR 48,000,000 7T °

18. BEALHEE

RER - AEEEEBEEA LI MRS ¢

FEEE A SR

REBE T =FK_FT——FA=1+HItHE
B BERHEMEZEEAESNFMNOT :

Six months ended

BZ=~EAR
30.6.2013 30.6.2012
—E-=F T
NA=TH ~NA=1+H
RMB’000 RMB’000
AR¥T T ARBTT
(unaudited) (unaudited)
(REER) (CREEE=Z)
Short-term benefits 72 Rt A 2,137 1,732
Post-employment benefits RO F 53 31
2,190 1,763
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RESULTS AND APPROPRIATIONS

The results of the Group for the six months ended 30 June
2013 are set out in the condensed consolidated statement
of comprehensive income on page 15.

INTERESTS AND SHORT POSITIONS OF THE
DIRECTORS AND CHIEF EXECUTIVE OF THE
COMPANY IN THE SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 30 June 2013, the interests or short positions of
each director of the Company (the “Director”) and chief
executive of the Company in the shares, underlying shares
or debentures of the Company or its any associated
corporation (within the meaning of Part XV of the Securities
and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) (the “SFO”)) which were required to be notified to the
Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions
which are being taken or deemed to have taken under
such provision of the SFO); or were required pursuant to
Section 352 of the SFO to be entered in the register referred
to therein; or were required pursuant to the Model Code
for Securities Transactions by Directors of the Company
(the “Model Code”) as set out in Appendix 10 of the Rules
Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”) to be notified to the Company and the
Stock Exchange were as follows:

RERDE

AEERBE_FT-=FANA=THLABEANEEHN
F15AMMRALRE ZTERER -

RAREERRSTHRASREND - MERG RESFS
HEZRRE

R-F—=ZFRA=1+8 ARAEF(EF]) RARH
REETHRABRARABSEREEE (& REEEMH
571 EEH LB GG ([FE55 R AE RG] ]) £ XVER) R
0~ ARG RESFHEERIEE S MR EGIEXVEE
7R 8N RAMGARRE REBMARZMER DA ([BR
FiT DRz SOK B (BIRARIRE 75 K HI B R PI 00 A B 15301
BFSERAENRRIAR)  IRBEFIIEGIIFE
352 IRAR BN Z Pl B R MO R TOR R - SRR
REEs EARR (T EmRR D ST ABARRERE
TRFXZMREST A (MRETH ) ARG AR R RBR
PrERER FOXRIAT -

IBRER(FE)ARLIE —T-=FPHRE
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(i) Interestin our Company

(i) MRNEQAFHER

Approximate

Number of percentage of
Name of Director Nature of Interest Securities shareholding
EEEH ERME E5HE BMAOREF L
Wu Ching (Note) Interest of a controlled 404,762,592 50.60%
corporation
HREF (BiTRE) R EE s
Wong Kwai Mo (Note) Interest of a controlled 404,762,592 50.60%
corporation
F AR (EE) XA E RS

Note: Each of Wu Ching and Wong Kwai Mo holds 50% of the
issued share capital of Changfeng Axle Holdings Ltd.
(“Changfeng BVI’).

(i) Interest in associated corporations

Biet - BHEF R 1R B34 50%Changfeng Axle Holdings
Ltd. ([B5EBVI]) B #7TIRA -

(i) RBEBEENER

Name of associated Number of Percentage
Name of Director corporation shares Shareholding
EEEE HEEE AR R EE REBDLE
Wu Ching Changfeng BVI 25,000 50%
HREH BL BV
Wong Kwai Mo Changfeng BVI 25,000 50%
FHEE 5L BV

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2013, to the best of the Director’s knowledge,
the following persons (other than the Directors and chief
executives of the Company) had or deemed or taken to have
interests and short positions of 5% or more in the shares
of the Company which would fall to be disclosed under
provision of Divisions 2 and 3 of Part XV of the SFO or as
recorded in the register required to be kept under Section
336 of the SFO:

Long positions in the Shares and underlying Shares of
our Company

FERR

RZB—=FA=1+H  BEFMEMN - RARQERD
PR S AR R BRI A5 LA EIEBIEXVELFE2 X35
EZAEN BT ELRIEF S NP EEFEI36IEBTE
BREMAREERZ 5% A EEm RE AR A L (MEIER
NEEFENEEITBAB)WT :

RATRRG REBARG TR

Approximate

Interests in percentage
Name of shareholder Nature of interest Shares shareholding Notes
B RE
REREH EEME R4 R Batt Mt =
Changfeng BVI Beneficial owner 404,762,592 50.60% 1
HEBVI EanlEA
Wu Ching Interest of a controlled 404,762,592 50.60% 1
Bk corporatlon
X I/i@*gﬁll
Wong Kwai Mo Interest of a controlled 404,762,592 50.60% 1
TR corporation
R LEE R
Starr International Foundation Interest of a controlled 114,801,600 14.35% 2

corporation

SRR S
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Approximate

Interests in percentage
Name of shareholder Nature of interest Shares shareholding Notes
B RE
BREERE EEME gt Bt B EE
Starr International AG Interest of a controlled 114,801,600 14.35% 2
corporation
YR EE R
Starr International Interest of a controlled 114,801,600 14.35% 2
Corporation
X I/i@*
Starr International Investments Ltd Interest of a controlled 114,801,600 14.35% 2
corporation
YR EE R
Starr Insurance and Reinsurance Ltd Interest of a controlled 114,801,600 14.35% 2
Corporation
X I/i@*
Starr International Cayman, Inc. Interest of a controlled 114,801,600 14.35% 2
corporation
YR EE R
Starr Investments Cayman II, Inc. Beneficial owner 114,801,600 14.35% 2
EnBEEA
China Construction Bank Corporation Interest of a controlled 406,128,560 50.77% 3
FEERIRITROBRA _corporation
TP AE R
CCB International Group Holdings Interest of a controlled 406,128,560 50.77% 3
Limited corporation
BITBRSEIZERER AR XIEAE R
CCB Financial Holdings Limited Interest of a controlled 406,128,560 50.77% 3
EITERMER AR A A corporation
Y LB R
CCB International (Holdings) Limited Interest of a controlled 406,128,560 50.77% 3
ZIRERR (%) AR A A) corporation
SYEEE
CCB International Asset Management Interest of a controlled 406,128,560 50.77% 3
Limited corporation
BERHEEETEBRA Y LB R
Central Huijin Investment Ltd. Interest of a controlled 406,128,560 50.77% 3
PRESIREBR AR corporation
X I/ﬁ@*&ﬁn
Wan Tai Investments Limited Security interests 406,128,560 50.77% 3
SBHRIREBR AR E s
BEEE(PE)ERAR T =FHHRE
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Notes:

(1)

@

©

Changfeng Axle (China) Company Limited

Changfeng BV is owned as to 50% by Wu Ching and as to 50%
by Wong Kwai Mo. Both Wu Ching and Wong Kwai Mo are
deemed to be interested in the Shares held by Changfeng BVI for
the purpose of the SFO.

Starr Investments is wholly-owned by Starr International Cayman,
Inc., which is in turn wholly-owned by Starr Insurance and
Reinsurance Ltd.. Starr Insurance and Reinsurance Ltd. is a
wholly-owned subsidiary of Starr International Investments Ltd.,
which is in turn wholly-owned by Starr International Company Inc.
(“Starr International”). Starr International is wholly-owned by Starr
International AG, which is wholly-owned by Starr International
Foundation, a charitable foundation established in Switzerland.
Each of Starr International Foundation, Starr International AG,
Starr International, Starr International Investments Ltd., Starr
Insurance and Reinsurance Ltd. and Starr International Cayman,
Inc. is deemed to be interested in the Shares held by Starr
Investments for the purpose of the SFO.

Wan Tai Investments Limited is wholly owned by CCB
International Asset Management Limited. CCB International
Asset Management Limited is wholly owned by CCB International
(Holdings) Limited. CCB International (Holdings) Limited is
wholly owned by CCB Financial Holdings Limited. CCB Financial
Holdings Limited is wholly owned by CCB International Group
Holdings Limited. CCB International Group Holdings Limited is
wholly owned by China Construction Bank Corporation which is
ultimately owned by Central Huijin Investment Ltd.. Accordingly,
each of CCB International Asset Management Limited, CCB
International (Holdings) Limited, CCB Financial Holdings Limited,
CCB International Group Holdings Limited, China Construction
Bank Corporation and Central Huijin Investment Ltd is deemed
to be interested in the security interests held by Wan Tai
Investments Limited, for the purpose of the SFO.

Interim Report 2013

G

(1)

@

3

LBV AT B 50% 125 R i T 1R HE B 50% 1225 ° 1RIF
B REENED) AR BT R0 BB LBV B IR
P EERs o

Starr Investments /1 Starr International Cayman, Inc. =&
A ’ Starr International Cayman, Inc. £ Starr Insurance and
Reinsurance Ltd. & # A ° Starr Insurance and Reinsurance
Ltd. AStarr International Investments Ltd. 5% & f1/E 2 ] » Starr
International Investments Ltd. i Starr International Company
Inc. ([Starr International/) 2&## ° Starr International #
Starr International AG £ &# % * Starr International AG /1
Starr International Foundation (G +55 7 #ZER 2 ) 28
B o IRIEEE R HATENFH] - Starr International Foundation

Starr International AG ~ Starr International ~ Starr International
Investments Ltd. - Starr Insurance and Reinsurance Ltd. % Starr
International Cayman, Inc.# £ #1472 /37 & Starr Investmentsf7#¥
BRI B

ERREFRA A EROREEEEFRAF AT - 2
REREEEEFRN 7] EREG (FR) GIR A 72 EHE
B o ZIRER (1) BIR A FIHETTZ BIZRBIR L B2 BHE
B o BITEBIEREIRA A M E T B FEZERBIR 2 Al &
HEH o BTEIRE BTG IR 2 5] d o B2 iRTTAR (9 B IR 22
FITEHE WP EERRTTRBRA AIf T RIESKRER
R FIRAHER o Bt - IRIFEFRBENRY] - EREREE
EHERAA] - ZREG (FER) BRAE] - EiT2BIEREIR
RA] - BITEREEERERAA] - PEERRITROEERR
AR P RETKEFRA AIE AREBHEEXREFRA A
BB 6 E it as



CORPORATE GOVERNANCE

The Company is committed to maintain high standards of
corporate governance practices and procedures with a view
to being a transparent and responsible organization which is
open and accountable to the shareholders of the Company.
These can be achieved by an effective Board, segregation
of duties with clear accountability, sound internal control,
appropriate risk assessment procedures and transparency
of the Company. The Board will continue to review and
improve the corporate governance practices from time to
time to ensure the Group is led by an effective Board in order
to optimize returns for the shareholders of the Company.
During the six months ended 30 June 2013, the Company
has applied the principles of and has complied with all code
provisions as set forth in the Corporate Governance Code
(the “CG Code”) as contained in Appendix 14 of the Listing
Rules, save for the deviation as set forth below:

Code Provision A.6.7

Code Provision A.6.7 of the CG Code provides that
independent non-executive directors and non-executive
directors should attend general meetings of the Company.
Due to prior business engagements external to the
Company and personal commitments, the non-executive
Director, Ms. Dong Ying, Dorothy and the independent non-
executive Directors, Mr. Zhu Weizhou and Dr. Li Xiuging
were not able to attend the annual general meeting of the
Company held on 7 June 2013.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S SHARES

The Company has not redeemed any of its listed shares
during the six months ended 30 June 2013. Neither the
Company nor any of its subsidiaries had purchased, sold or
repurchased any of the listed shares of the Company during
the six months ended 30 June 2013.

ARBBNFRRFNERERTRIEF  BRKRZ
—RABAERABENEE  URANREERARRR
REE - HWEARAEAARRARNESS DHANBE
g0 RFMANEPET - REMRRFHERF RBRAERK
BH - BEREREBE TR MAEAKRENCEERT
B BERAEEEEZENEREST - KAQFRRER
FEAER RBE_T—=FXA=+HLEXERAN
ARB—HEA LRS- merEhEER R (4
RERTA DR - WETEEERTRIFAEINME
PRI - A T IR BEER D -

SFRMESCEE AL6.T 1R

PEERTAZTAIRNEALTRREBLIFRTEER
FATEZALFEARRBRRAEG - R A B ZATEINED
EBERBREAEY  FNTEFERL T RBILIFNTT
EERBMNEERTHFFELLESNARTAR_T—=
FRALERTZBRRAFAE -

BE - HERBEAXATRAD

ARARBE T =FNA=THIANEALEBEREH
EREHRG - ARBXEEFAMBARBERNBEZ_F
—ZFERNAZTRLEAREARNBE - HERERARRFIE
fa] ERAD ©

IBRER(FE)ARLIE —T-=FPHRE
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COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as its own code
of conduct for securities transactions. Specific enquiries
have been made with all Directors, who have confirmed
and declared that they have complied with the required
standards set out in the Model Code throughout the six
months ended 30 June 2013.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit
Committee”) was established in compliance with Rules
3.21 and 3.22 of the Listing Rules and with written terms
of reference in compliance with the CG Code. The primary
duties of the Audit Committee are to review and supervise
the financial reporting process and internal control system
of the Group and to provide advice and comments to
the Board. The members meet regularly with the external
auditors and the Company’s senior management for the
review, supervision and discussion of the Company’s
financial reporting and internal control procedures and
ensure that management has discharged its duty to have
an effective internal control system. The Audit Committee
consists of three members, namely Mr. Chong Ching
Hei, Mr. Zhu Weizhou and Dr Li Xiuging, all of whom are
independent non-executive Directors. Mr. Chong Ching
Hei, who has appropriate professional qualifications and
experience in accounting matters, was appointed as the
chairman of the Audit Committee.

The Audit Committee has reviewed the condensed
consolidated financial statements of the Group for the six
months ended 30 June 2013.

APPRECIATION

On behalf of the Board, | would like to express my gratitude
to our management and staff for their dedication and
contribution to the Group throughout the six months ended
30 June 2013.

By Order of the Board
Wong Kwai Mo

Chairman

Hong Kong, 30 August 2013
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