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Chairman’s Statement £E&RE

To the Shareholders,

| would like to extend my sincere thanks to all of you for
supporting Changfeng Axle (China) Company Limited
(the “Company”). On behalf of the board of directors (the
“Board”) of the Company, | am pleased to present you with
the audited results of the Company and its subsidiaries
(collectively, referred to as the “Group”) for the year ended 31
December 2013.

In 2001, Ms. Wu Ching, the founder of the Company,
established Fujian Changfeng Axle Manufacturing Co.,
Ltd. (previously known as Longyan Changfeng Mechanical
Factory Co. Ltd.), which was engaged in manufacturing
and sales of axle housings and other axle components.
Over the effort of the management in the past years, the
Company was successfully listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) on 24
September 2010, thus tapping the international capital
market. This listing not only boosted the Company’s capital
base, but also strengthened our Group’s leading position
in the industry and enhanced the Company’s competitive
advantage, creating more business opportunities and giving
an impetus to the Group’s development.

Year 2013 was a challenging year due to the uncertain
economic environment in China and around the world. The
medium and heavy truck industry in China was affected
by the slow down of construction and infrastructure
development projects and the tightening of credit policy
imposed by the relevant regulatory authority. Facing the less
favorable truck industry environment in China, for the year
ended 31 December 2013, the Group recorded a revenue
of RMB429.8 million (2012: RMB503.8 million) and the loss
attributable to owners of the Company of RMB228.1 million
(2012: RMB460.7 million).
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Chairman’s Statement =E&®RE

During the year under review, the Group proactively faced
the challenge in its business. It expanded its product
offerings and strengthened its development and production
capability through enhancement of production bases. The
Group continued to implement quality control procedures
and enhance its research and development capabilities.

Looking forward, the Group expects the business in truck
and train market to continue to be challenging in the year
2014 in view of the uncertainty in the China, Russia and
the global economic situation. The Group aims to develop
its local and overseas market in both train and truck
components. At the same time, the Group will continue
to strengthen its axle assemblies and related component
parts industry through the development in the domestic
and overseas medium and heavy duty truck markets. The
Group will diversify and enhance its product range in order to
capture new opportunities in the domestic and international
railway industries. We believe that the Group will achieve
better results and hence optimize return for shareholders.

Finally, on behalf of the Board, | would like to take this
opportunity to express my gratitude to all shareholders,
customers, employees, suppliers and partners for their
continuous support and encouragement. We are committed
to using the highest quality and technical standards and fully
utilizing every opportunity to give returns to shareholders and
all teams for their long-term support.

Mr. Wong Kwai Mo
Chairman

28 March 2014
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Management Discussion and Analysis B2 Ertw Kk 2

BUSINESS REVIEW

The Group is an independent axle component provider for
China’s medium duty truck (“MDT”) and heavy duty truck
(“HDT”) aftermarket, and also an independent axle assembly
provider 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 the year 2013, through the effort of the casting experts
and breakthrough in the casting process of the Group, the
Group has commenced the delivery of the train bolster
and train side frame to the Commonwealth of Independent
States (“CIS”) and established the platform for the Group’s
entrance into the international railway industry.

On 16 December 2013, a wholly-owned subsidiary of the
Company, Chang Feng Holding (Hong Kong) Limited,
entered into a sale and purchase agreement with an
independent third party to dispose of its 100% interest
in Fujian Changfeng Axle Manufacturing Company
Limited, details of which are disclosed in the Company’s
announcement dated 16 December 2013. Such disposal
has increased the efficiency of realizing the value of the
Group’s asset.

On 27 December 2013, Changfeng Gear Manufacturing
Co., Ltd. (the “JV Company”), Shandong Haina Gear Axle
Box Co., Ltd. (“Shandong Haina”) and Shandong Fengrun
Machinery Manufacturing Co., Ltd. (“Shandong Fengrun”)
entered into an assets acquisition agreement pursuant to
which Shandong Haina has agreed to acquire and the JV
Company has agreed to sell certain tools, equipments and
machinery for the production of gear at a consideration
of RMB38,000,000 (equivalent to HK$48,260,000) and
Shandong Fengrun has agreed to take up the payment
obligation of Shandong Haina, details of which are disclosed
in the Company’s announcement on 27 December 2013.

On 27 December 2013, a wholly-owned subsidiary of the
Company, Longyan Shengfeng Machinery Manufacturing
Co., Ltd. (“Longyan Shengfeng”), and the connected person
of the Company, Lonking Machinery, entered into the equity
transfer agreement pursuant to which Longyan Shengfeng
has conditionally agreed to acquire and Lonking Machinery
has conditionally agreed to sell its 40% interest in the JV
Company, details of which are disclosed in the Company’s
announcement dated 27 December 2013.

Changfeng Axle [China] Company Limited ® Annual Report 2013

KB

AEBRTEFERE([RR]) RERRE([ER])#E

5 F—RBIERTIHHER - TRTEPERRR

EEER ([OEM ) T35 F—FKB B HER - A&EE

%%E#fﬁ/\ﬁ%ﬁ(FEPJWE%%‘%%&%%%%@&&
BEEL o

AEBWEMBENE LT EZEF[TEM - SFEBMLHR
B e - 8 ZRURIRAAN - BRI LATH o A
SEMEERBEZEROBAR - PEANK - RBAKRK

FEBIRMERK -

R-Z—=F FERSEFEFZNENRAEEBETEN
SHRI M ER - AEEC MR B A 88 (85
88 ]) RSP RINE AR - AANEEEABRERRTT
EMmEZFa -

RZE—=FE+-F+ B KRR EWBR GG L
B(EB)ERATIEBYE = VEEHE  NEEHR
REBGLSEBREER AR ABEBHER
AARABHMA-—SE—=+-"A+<BHQE - BELE
RAZRAEEEEGBENWE -

RZE—Z=ZF+_A=-++tH EESGZEHBEELA
([BE&RA) - LR SHNEmEHEERA R ([ ILEREH])
REEZRERRERR AR ([ILREH)FTTEER
Bz Bt LWESMRAEWE  MEERRIRELE
BEEESHHNET IR RELESE  REAARE
38,000,000 7T (#8572 48,260,000/ T) » M ILUE LHERE =
EELURSANNRET - BEFBERERARTHESA
—E-=F+ AT+t HHRE -

R-E—=F+_"A-t++tR ARA2ENBARES
RERBELEBR AR ([EERE ) BARFMEALRE
THMET B R - R - R REAKRITRENR
BLEIEWMAEGRMIRAZLEENA 2 QRN A0%Ea
BRAABRERNARRBMAR T —=F+_"A-++tH

MR -



Management Discussion and Analysis EZ @zt &k 2

On 27 December 2013, the JV Company, Lonking
Machinery and Fujian Changfeng Machinery Manufacturing
Co., Ltd. (“Fujian Changfeng”) also entered into a debt
waiver agreement in relation to the extinguishment of the
account payable in the sum of RMB33,908,400 due to
Lonking Machinery in respect of certain equipments and
machinery for the production of gears and the sale and
acquisition of the two sets of inverted vertical turning centers
for the production of gears, details of which are disclosed in
the Company’s announcement dated 27 December 2013.

MDT and HDT Aftermarket

The Group is an independent axle component provider for
China’s MDT and HDT aftermarket with diversified product
offerings among independent axle component providers in
the PRC. During the year ended 31 December 2013, the
axle components were sold to customers in the aftermarket
through its extensive sales, marketing and services network
across the PRC. For the year ended 31 December 20183,
revenue generated from the aftermarket amounted to
approximately RMB222.9 million (2012: approximately
RMB239.3 million) and accounted for approximately
51.9% (2012: approximately 47.5%) of the Group’s total
revenue, representing a decrease of approximately 6.9% as
compared with the same period last year.

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 year ended 31 December 2013,
revenue from the OEM market amounted to approximately
RMB172.8 million (2012: approximately RMB264.5 million)
and accounted for 40.2% (2012: 52.5%) of the Group’s total
revenue, representing a decrease of 34.7% as compared
with the corresponding period last year.

Train and railway market

The Group has commenced the export of the train side
frame and train bolster in 2013. For the year ended 31
December 2013, revenue from the train and railway market
amounted to approximately RMB34.2 million (2012: Nil) and
accounted for 7.9% (2012: Nil) of the Group's total revenue.
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Management Discussion and Analysis B2 Ertw Kk 2

FINANCIAL REVIEW
Revenue

For the year ended 31 December 2013, the Group recorded
a consolidated revenue of approximately RMB429.8 million
(2012: approximately RMB503.8 million), representing a
decrease of 14.7% as compared with the same period in
2012.

Revenue from the Group’s aftermarket segment decreased
by approximately 6.9% from RMB239.3 million in 2012
to RMB222.9 million in 2013. The decrease in revenue
was mainly due to (i) less favorable industry environment
caused by the slow down of construction and infrastructure
development projects in China, which hampered the
demand in the aftermarket industry; and (i) decrease in unit
selling price of certain products under keen competition
in the aftermarket industry. The keen competition in the
aftermarket industry was mainly due to the slow down of
demand in axle components industry and tightening of the
credit policy in China, as a result some of the competitors
sold their products at a low cost in order to maintain
cashflow liquidity.

Revenue from the Group’s OEM and related market
segment decreased by approximately 34.7% from
RMB264.5 million in 2012 to RMB172.8 million in 2013. This
was mainly due to a decline in the growth rate of the trucking
industry.

Revenue from the train and railway market of RMB34.2
million was recognised after the commencement of delivery
of the train and railway components in the year 2013.

Gross profit and gross profit margin

For the year ended 31 December 2013, the Group’s gross
profit decreased by 17.4% from approximately RMB88.3
million in 2012 to approximately RMB72.9 million in 2013.
Gross profit margin decreased from approximately 17.5%
in 2012 to approximately 17.0% in 2013, which was mainly
due to a decrease in average unit selling price under the
keen competition in the aftermarket industry, resulting in an
increase in the Group’s pressure on the gross profit margin
of the Company.

Other income and other gains and losses

Other income of the Group increased from other losses of
approximately RMB54.4 million in 2012 to other gains of
approximately RMB2.6 million in 2013, the increase was
mainly attributable to the decrease in loss on sale of scrap
materials.
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Selling and distribution expenses

Selling and distribution expenses of the Group decreased
from approximately RMB28.2 million in 2012 to
approximately RMB25.7 million in 2013. The decrease was
mainly due to the decrease in the delivery cost for the axle
business.

Research and development expenditure

Research and development expenditure of the Group
decreased from approximately RMB70.2 million in 2012 to
approximately RMB24.0 million in 2013. The decrease was
mainly due to the decrease in research and development
in the Group’s train and railway business compared to the
same period in 2012.

Administrative expenses

The Group’s administrative expenses increased from
approximately RMB64.9 million in 2012 to approximately
RMB68.2 million in 2013. The increase in administrative
expenses was mainly due to the increase in expenses
incurred for operation of the new train and railway business
and the disposal of one of the subsidiaries in December
2013.

Finance costs

The Group incurred finance costs of approximately
RMB32.6 million in 2013, which represented approximately
7.6% (2012: approximately 7.8%) of its revenue and a
decrease of approximately 17.3% from RMB39.4 million
in 2012. The decrease was mainly due to the decrease in
average bank borrowing throughout the year 2013.

Taxation
Tax charge decreased by approximately 41.5% from

RMB1.1 million in 2012 to RMBO0.6 million in 2013 due to the
decreased profit during the year 2013.
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Cash and cash equivalent of the Group were mainly
generated from the cash flow deriving from operating
activities and financing activities.

As at 31 December 2013, cash and cash equivalent of
the Group was approximately RMB57.9 million (2012:
approximately RMB61.9 million).

As compared with the year of 2012, cash and cash
equivalent decreased by approximately RMB4.0 million,
which was mainly resulted from the net cash used in
financing activities of approximately RMB66.9 million (2012:
approximately RMB38.2 million).

As at 31 December 2013, net current assets of the Group
were approximately RMB83.3 million (2012: approximately
RMB205.4 million). As at 31 December 2013, the current
ratio (i.e. total current assets/total current liabilities) of the
Group was approximately 111.7% (2012: approximately
130.9%).

As at 31 December 2013, total assets of the Group were
approximately RMB1,581.6 million (2012: approximately
RMB1,764.9 million) and total liabilities were approximately
RMB709.4 million (2012: approximately RMB664.7 million).
As at 31 December 2013, the debt ratio (i.e. total liabilities/
total assets) was 44.9% (2012: 37.7%).

As at 31 December 2013, the Group had total borrowings
of approximately RMB464.2 million (2012: approximately
RMB498.6 million) and the gearing ratio (i.e. total borrowing/
total capital and reserve) was approximately 53.2% (2012:
approximately 45.3%).

The Group will continue to strengthen its liquidity and
financial resources through the improvement of the
working capital (especially collection of trade receivables)
and undrawn committed facilities to facilitate the Group’s
investment activities.

Trade and bills receivable

Trade and bills receivables of the Group in 2013 were
approximately RMB264.5 million (2012: RMB364.2 million).
The decrease in balance was due to the decrease in
revenue, enhancement of the collection process through
closely monitoring those debtors and impairment loss on
trade receivables.

Inventory

The inventory balance of the Group for the year ended 31
December 2013 amounted to approximately RMB240.3
million (2012: approximately RMB278.7 million) which mainly
reflected the decrease in the use of raw materials and
finished goods required for the decrease in market demand.
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Trade and bills payable

Trade and bills payables of the Group in 2013 were
approximately RMB124.0 million (2012: approximately
RMB100.2 million). The increase in balance was due to an
increase in the credit period granted by the Group’s supplier.

Pledged assets

As at 31 December 2013, the Group has pledged assets
of approximately RMB210.6 million (2012: approximately
284.2 million) to secure the grant of banking facilities. As at
31 December 2013, the Group did not pledge the equity
shares of any of its PRC subsidiaries as collateral to secure
bank borrowings (2012: Nil).

Contingent Liabilities

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

Capital commitment

As at 31 December 2013, the contracted capital
commitment of the Group which was not provided in the
financial statements amounted to RMB2.0 million (2012:
approximately RMB28.6 million). Such capital commitments
were mainly for the capital expenditure in respect of
upgrading and acquisition of certain production equipment
at our 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 the independent
third party of the Group, being the non-controlling
shareholder of Changfeng Gear, owns as to 60% and 40%
of the equity interests in 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 Changfeng Gear. The Group and the
non-controlling shareholder were committeed to injecting an
additional amount of RMB60,000,000 and RMB40,000,000,
respectively in the year 2012. However, due to a change in
the development plan, the Group and the non-controlling
shareholder entered into supplemental agreements to
amend the capital injection schedule to 31 December 2014
and amend the capital contribution method, respectively.
For further details regarding the supplemental agreements,
please refer to the announcements of the Company dated
31 December 2012, 27 May 2013 and 29 December 2013.
As at 31 December 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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Employees and remuneration policy

As at 31 December 2013, the Group had 1,271 employees
(2012: 1,837 employees). For the year ended 31 December
2013, total staff costs were approximately RMB72.6 million
(2012: approximately RMB70.0 million).

During the year under review, the Group also provided
internal training, external training and correspondence
courses for its staff in order to promote self improvement
and enhancement of skills relevant to work. The
remuneration of the Directors was determined with reference
to their position, responsibilities and experience and
prevailing market conditions.

Foreign exchange risk

The business of the Group is mainly located in the PRC
and most of the transactions are denominated in Renminbi.
Most of the assets and liabilities of the Group are computed
in Renminbi. As at 31 December 2013, the Group’s foreign
currencies amounted to approximately RMB2.1 million
(2012: 1.7 million). During the year ended 31 December
2013, the Group did not utilize any future contracts, currency
borrowings and otherwise to hedge against its foreign
exchange risk. However, the Group will continue to monitor
the risk exposures and will consider to hedge against
material currency risk if required.

DIVIDEND

The Board does not recommend payment of any final
dividend for the year ended 31 December 2013 (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 year 2014. 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 strives to strengthen its position in the railway and
truck industry, and 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 ® Annual Report 2013

BERFMBER

RZE—=F+-A=+—H8 XEEE12711&EE (=
T——H:1837%EE) HE_ZT—=Ft+_A=1+—
AEFE BETIXRANAARE26BEEL(ZE—=
FHMARBT008ETT) °

REEFEE - REETRE S TIREARIBEI - SMBIEFI
RN RIE - LIRE B R BUE RIg e HE T ERER e &
[ig cEEZMEHSEERS - BT @REERTIRM
EJE °

SNEE /LB

AEBNEFREBMURFTE  MATORSHUAREE
1T REBHATNDBEEMBBYUAREHE - R-Z
—=F+_A=1+—8  AEEMNIINEEHARKE21T
Bn(ZE——F 17880 REEZ—=F+=A
T HIFE AEBVEFERIMEREEY  SEE
AR M R E AR EBAINERL - AT - NEEE
%ﬁ%ﬁ%%ﬁﬁ%&ﬁ@@ B WEERREBEERHHPERE
SRR o

3=\

BV TEEMHE T =F+_A=1t—HILFE
IRBEERRPRES (2T ——F &) -

R

B8 2R BB e TAMAREFEREMS
ZHRBF - AR BEHERBR T —ME AR
1o RERFHEKY) - ARREIEEDHIE SRR KE
e SEEMITENBENTEERER  RRMAETEID
MSEGRE NNEEREEEIRE - NRHZ SRS -

RERE - BEANEE () EBINIE R ERITENRA
(i EETIEM A ERTEMTHERMEIZHE - 2 MR
B (A mEEEFRRANSEER T EmR
Ko (iv) 1ERIEE TS & OEM T 5 A8 2 fm B XL (R R 1Y
AL - BERIRTTEY A XE AR 77 DA K TS B 18 K O 85 B BR AT
A AEBENFREE R RETXZREALN - £—F
WAENPE - FERE BN IS EmILE

A B A R BRI — 5 ISR A T T A S A
B EOBEF N -



Management Discussion and Analysis EZ @zt &k 2

Expansion to overseas markets

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
advantage, the Group is 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 customers’
requirements in various industries and countries;

° 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 production facilities
located in the PRC which form a strategic production and
distribution network for its products, so as to efficiently
control the production cost and logistic cost. Besides, the
Group will consolidate the production lines and functional
departments and dispose those unutilised facilities 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.

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
increasing subsequent demand for their corresponding
products; (i) expanding its extensive sales, marketing and
services network vertically and horizontally; and (iii) providing
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.
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EXECUTIVE DIRECTORS

Mr. Wong Kwai Mo (E#£48), aged 50, was appointed as
the Director on 21 May 2008 and was re-designated as the
chairman and the executive Director on 28 June 2010. Mr.
Wong is responsible for the overall management, business
and strategic development, and major decision-making of
our Group. Mr. Wong has over 17 years of management
and operations experience in the automotive parts and axle
industry. Mr. Wong graduated from East China University of
Political Science and Law (£ R BU%E K E) with a bachelor’s
degree in law in 1987 and worked for Longyan City
Public Security Bureau (B8EM A% F) and Longyan City
Administration of Industry and Commerce (B85 ™ LT
EI2F) respectively until 1991. He then relocated to Hong
Kong in 1992. Mr. Wong served as the factory manager
of Yongding Changfeng Machinery Manufacturing Factory
(“Yongding Changfeng”) from 1993 to 2004 during which
he gained experience in management and administration.
Mr. Wong joined our Group in 2001 when his spouse, Ms.
Wu Ching, founded Fujian Changfeng. From 2008 onwards,
he has been the director and the general manager of Fujian
Changfeng. Mr. Wong has developed several patents
relating to axle components.

Ms. Wu Ching (#i8%), aged 49, was appointed as the
Director on 21 May 2008 and was re-designated as the
executive Director on 28 June 2010. Together with Mr.
Wong, Ms. Wu is responsible for overall management,
business and strategic development, and major decision-
making of our Group. Ms. Wu has over 17 years of
management and operations experience in the automotive
parts and axle industry. Ms. Wu graduated from Fujian
Normal University (@ & Al # X £) with a bachelor’s
degree in arts in 1985 and worked for Education Bureau
of Longyan (REEMHE ) from 1986 to 1989. Ms. Wu
then relocated to Hong Kong in 1989. Ms. Wu worked for
Yongding Changfeng from 1993 to 2001 during which she
gained experience in management. Ms. Wu founded Fujian
Changfeng in March 2001. Since 2001, she has been the
chairperson of Fujian Changfeng. Ms. Wu is currently the
deputy chairperson of Longyan City Machinery Industry
Association (825 M # 1T % # &) and Longyan City
Association of Women Entrepreneurs (825 L ¥R
&) and a member of Yongding County CPPCC (7kE %
Bi#%). Ms. Wu received the National Machinery Industry
Outstanding Entrepreneur (2B TEZEF D ER)
award in 2009 jointly by the China Machinery Industry
Federation (#? BI# % T 24845 &) and the China Machinery
Entgejrprise Management Association (AP Bt T %S
BiRE).
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Mr. Lai Fengcai (#El%), aged 37, was appointed as
the chief executive officer and executive Director on
24 September 2010. Mr. Lai is responsible for overall
management, business and strategic development, major
decision-making, operations, sales and marketing, internal
control of our Group. Mr. Lai has worked in our Group
for nine years and he joined our Group as the head of the
production department of Fujian Changfeng in 2001. He
was promoted as the deputy general manager of Fujian
Changfeng in 2003 and was respectively in charge of
production, procurement, sales and marketing. From
2006 onwards, he has been the vice president of Fujian
Changfeng in charge of the day-to-day operations of Fujian
Changfeng. He has over 11 years of experience in operation
and management in the automotive parts and axle industry.

NON-EXECUTIVE DIRECTOR

Ms. Dong Ying, Dorothy (E78), aged 43, was appointed as
the Director on 6 August 2008 and was re-designated as
the non-executive Director on 28 June 2010. Ms. Dong has
over 17 years of experience in investments and corporate
finance. Ms. Dong is a managing partner of C.V. Starr
Investment Advisors (Asia) Limited and, prior to an internal
restructuring, Starr International Company (Asia), Limited
(together, “Starr Asia”). Prior to joining Starr Asia in 2007,
she served as a vice president at AIG Global Investment
Corp. (Shanghai) Ltd., a division of American International
Group, Inc, focusing on private equity in the PRC, and as
a director at Anglo Chinese Corporate Finance Limited and
a director of its Shanghai advisory company. Ms. Dong
received a bachelor’s degree in law from Shanghai University
(Fudan Sub-school) in the PRC in July 1992, and a Master
of Business Administration degree from McGill University,
Canada in June 1997. She was admitted as a Chartered
Financial Analyst in September 1999 and is a member of
the Hong Kong Society of Financial Analysts and the CFA
Institute.

Ms. Dong is a representative from Starr Investments
Cayman I, Inc. (“Starr Investments”) on our Board.
Following our Listing, Ms. Dong will be subject to the normal
retirement, re-election and removal processes applicable to
all other Directors as stipulated in the Articles.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Zhu Weizhou (AK{&M), aged 48, was appointed as
the independent non-executive Director on 24 September
2010. Mr. Zhu graduated from East China University of
Political Science and Law (2R BUZE K2 ) with a bachelor’s
degree in law in 1987. Mr. Zhu has been the chairman of
Xifu Investment Co., Ltd. (FA'E 1% & BFR A A]) from October
2007 onwards. Mr. Zhu was a director of Gemdale Co., Ltd.
(EHEBE RS AR A R]), a company listed on the Shanghai
Stock Exchange (Stock Code: 600383), from November
2006 to April 2008. Mr. Zhu also served as an assistant
to the chairman of Guangsha Holdings Venture Capital
Co., Ltd. (BEZRAIZEREBRAF), the controlling
shareholder of Zhejiang Guangsha Co., Ltd. (i TEE
B A F]), a company listed on the Shanghai Stock
Exchange (Stock Code: 600052), from August 2002 to
December 2008.

Dr. Li Xiuging (£5)8), aged 48, was appointed as the
independent non-executive Director on 24 September 2010.
Dr. Li received a doctor’s degree in legal history, a master’s
degree in law and a bachelor’s degree in law from East
China University of Political Science and Law (EFEREBIAK
&) in June 2004, June 1990 and July 1987, respectively.
She is a professor of law and doctoral tutor at East China
University of Political Science and Law (22 B BUAAEZ). Dr.
Li is the chief editor of ECUPL Journal (3R BUA A E5R),
She was a visiting scholar at Oxford University from January
2003 to July 2003 and received the Shanghai Outstanding
Young Jurist (/8 T{EFHF FFESEK) award in 2006. Dr.
Li has published more than 30 articles in major law journals
in the PRC.

Mr. Chong Ching Hei (#)8&), aged 41, has been
appointed as the independent non-executive Director on
24 September 2010. Mr. Chong graduated from Hong
Kong Polytechnic University with a master’s degree in
professional accounting. Mr. Chong has over 16 years of
experience in auditing and corporate financial services. Mr.
Chong was admitted as an associate member of the Hong
Kong Institute of Certified Public Accountants in October
1999. He is currently the financial controller of Tianjin
Development Holdings Limited (“Tianjin Development”)
(Stock Code: 882), a company whose shares are listed
on the Stock Exchange. Prior to that, Mr. Chong was
the financial controller and company secretary of Jianhua
Concrete Pile Holdings Limited until June 2013. He also
served as the financial controller and company secretary of
China Water Property Group Limited (Stock Code: 2349), a
company whose shares are listed on the Stock Exchange,
until March 2011. From April 2004 to March 2006, he
was also the financial controller and company secretary of
Coastal Rapid Transit Company Limited (B8 iB3EHA
fR2 7)), the subsidiary of Tianjin Development. Mr. Chong
previously worked for Deloitte Touche Tohmatsu in Hong
Kong for over seven years.
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SENIOR MANAGEMENT

Mr. Yang Jinwen (#5&X), aged 40, is the vice president.
Mr. Yang is responsible for daily operations, production,
distribution and product development for our Group. Mr.
Yang has worked in our Group for 11 years. He has over
ten years of experience in operation and management in
the automotive parts and axle industry. Mr. Yang graduated
from China Agricultural University (FFEIEZZKXE) with a
bachelor’ s degree in heat engines (Z4 /12 &)#) in 1996.
He was qualified as an intermediate mechanical engineer
in December 2003 by the Personnel Bureau of the city of
Longyan (B85 A2 /8). He was responsible for technology
management at Longyan Pump and Nozzle Plant of Longma
Group of Fujian (1828 5 & B 5 M E M R ) from
August 1996 to February 2002.

Mr. Chan Wai Shing (FR{&E5%), aged 34, is the chief financial
officer, company secretary and one of our authorized
representatives. Mr. Chan is responsible for corporate
finance, legal, auditing, accounting, investor and public
relations, and administration of our Group. Mr. Chan
joined our Group in September 2009. He graduated from
City University of Hong Kong with a bachelor’s degree
in accountancy in 2001 and his master’s degree in
financial analysis at the Hong Kong University of Science
and Technology in 2012. Mr. Chan has over 11 years of
experience in auditing, advisory accounting and financial
management. He worked for Techtronic Industries
Company Limited whose shares are listed on the Stock
Exchange (Stock Code: 669) from October 2008 to August
2009. Mr. Chan worked for Ernst & Young from September
2001 to October 2008. Mr. Chan was qualified as a certified
public accountant of the Hong Kong Institute of Certified
Public Accountants in September 2005 and he was
admitted as a fellow of the Association of Chartered Certified
Accountants in November 2009.
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The Board is pleased to present the annual report and the
audited financial statements of the Group for the year ended
31 December 2013.

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands on
21 May 2008 under The Companies Law, Cap. 22 (Law 3 of
1961, as consolidated and revised) of the Cayman Islands
with (“Companies Law”) with limited liability.

In preparing for the listing of the Company’s shares on the
Main Board of the Stock Exchange, the Group underwent
a reorganization. As a result, the Company became the
holding company of each of the companies currently
comprising the Group. Details of the reorganization are set
out in the prospectus of the Company dated 13 September
2010. The shares of the Company were listed on the Main
Board of the Stock Exchange on 24 September 2010.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
Details of the principal activities of its subsidiaries are set
out in note 33 to the financial statements. There were no

significant changes in the nature of the Group’s principal
activities during the year under review.

RESULTS AND DISTRIBUTION

The results of the Group for the year ended 31 December
2013 are set out in the financial statements on page 46.

The Board does not recommend the payment of any final
dividend in respect of the year ended 31 December 2013.

FINANCIAL STATEMENTS

The summary of the results, assets and liabilities of the
Group for the year ended 31 December 2013 is set out on
page 47.

RESERVES

Movements in the reserves of the Group during the year
ended 31 December 2013 are set out on page 48.

DISTRIBUTABLE RESERVES

As at 31 December 2013, there were no distributable
reserves held by the Company.

SHARE CAPITAL
Changes in share capital of the Company for the year ended

31 December 2013 are set out in note 27 to the financial
statements.
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PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the articles
of association of the Company (the “Articles”) or the laws of
Cayman lIslands, which would oblige the Company to offer
new shares to existing shareholders on a pro-rata basis.

SHARE OPTION SCHEME

Pursuant to the resolutions in writing passed by all
shareholders of the Company on 28 June 2010, the
Company approved and adopted a share option scheme
for the purpose of enabling the Group to grant options
to selected participants as incentives or rewards for their
contribution to the Group (the “Share Option Scheme”).
During the year ended 31 December 2013, no share option
had been granted under the Share Option Scheme.

As at the date of this annual report, the total number of
Shares available for issue under the Share Option Scheme
was 80,000,000 Shares, which represented 10% of the
Shares in issue.

The Share Option Scheme became effective on 24
September 2010 and the options issued pursuant to the
Share Option Scheme will expire no later than 10 years from
the date of grant of the option. Under the Share Option
Scheme, the Board may grant options to any employees,
directors, advisors, consultants, suppliers, customers,
distributors and such other persons who in the sole opinion
of the Board will contribute or have contributed to the
Company or any of its subsidiaries to subscribe shares of the
Company.

For any options granted to Directors, chief executives
or substantial shareholders of the Company, options to
be granted shall be approved by the independent non-
executive Directors (excluding any independent non-
executive Director who is the proposed grantee of options).

The number of shares issued and to be issued in respect of
options granted and may be granted to any individual in any
one year is not permitted to exceed 1% of the total shares
of the Company in issue at any point in time, without prior
approval from the shareholders.

The amount payable on acceptance of an option is
HK$1.00, which will be payable on or before a prescribed
acceptance date. In relation to any options granted under
the Share Option Scheme, the exercise price is determined
by the Directors, and will not be less than the higher of (i)
the closing price of the Company’s shares on the date of
grant; (i) the average closing price of the shares for the five
business days immediately preceding the date of grant; and
(iii) the nominal value of the Company’s share.

The Share Option Scheme does not contain any minimum
period(s) for which an option must be held before it can be
exercised. However, at the time of granting of the options,
the Board may specify any such minimum period(s).
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Unless otherwise terminated by the Board or the
shareholders in a general meeting in accordance with the
terms of the Share Option Scheme, the Scheme shall be
valid and effective for a period of 10 years from the date on
which it became unconditional which was 24 September
2010, after which no further options will be granted or
offered but the provisions of the Share Option Scheme shall
remain in full force and effect to the extent necessary to
give effect to the exercise of any subsisting options granted
prior to the expiry of the 10-year period or otherwise as may
be required in accordance with the provisions of the Share
Option Scheme.

SHARE AWARD SCHEME

A share award scheme (the “Share Award Scheme”) was
adopted on 10 February 2012 to recognize and motivate
the contributions made to the Group by its employees
and to give incentives in order to retain them for the
continuous operation and development of the Group. As
at 31 December 2013, no share had been awarded under
the Share Award Scheme. Details of the rules of the Share
Award Scheme are set out in the announcements of the
Company dated 10 February 2012 and 9 October 2013.

The Share Award Scheme shall be valid and effective for
a term of 5 years commencing on the date of adoption on
10 February 2012. Pursuant to the Share Award Scheme,
shares will be acquired by the independent trustee at the
cost of the Company and be held in trust for selected
employees until the end of each vesting period. Vested
shares will be transferred to the selected employees at nil
consideration. At no point in time shall the Trustee be holding
more than 10% of the issued capital of the Company under
the Share Award Scheme. Despite that the Board may
provide directions to grant the voting right to the Trustee,
the Board exerts no influence over the voting decision of
the Trustee and the Trustee is entitled to vote in its sole
absolute discretion, if such voting right is so granted. As at
31 December 2013, no voting right has been granted by the
Board to the Trustee and no voting right in respect of the
Shares held by it under the Scheme has been exercised in
any general meeting of the Company after the adoption of
the Share Award Scheme.

MAJOR SUPPLIERS AND CUSTOMERS

During the year under review, the aggregate sales
attributable to the Group’s five largest customers
comprised approximately 45.0% of the Group’s total sales
and the sales attributable to the Group’s largest customer
were approximately 12.0% of the Group’s total sales.
The aggregate purchases during the year under review
attributable to the Group’s five largest suppliers were
approximately 18.9% of the Group’s cost of sales and the
purchases attributable to the Group’s largest supplier were
approximately 5.0% of the Group’s cost of sales.

So far as is known to the Directors, none of the Directors,
their associates or substantial shareholders (which own
more than 5% of the Company’s issued share capital) has
any interest in the share capital of any of the five largest
customers and suppliers of the Group.
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BANK BORROWINGS

Particulars of bank borrowings of the Group as at 31
December 2013 are set out in note 26 to the consolidated
financial statements.

DONATIONS

The Group did not make any charitable and other donations
during the year under review (2012: Nil).

PROPERTY, PLANT AND EQUIPMENT

During the year ended 31 December 2013, the Group held
property, plant and equipment of approximately RMB524.0
million. Details of the movements are set out in note 17 to the
consolidated financial statements.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S SHARES

The Company did not redeem any of its listed shares
during the year ended 31 December 2013. Neither the
Company nor any of its subsidiaries had purchased, sold or
repurchased any of the listed shares of the Company during
the year ended 31 December 2013.

TAX RELIEF

The Company is not aware of any tax relief or exemption
available to the Shareholders of the Company by reason of
their holding of Company’s securities.

DIRECTORS

During the year under review and as at the date of this report,
the Board comprises the following directors:

Executive Directors:

Mr. Wong Kwai Mo (Chairman)
Ms. Wu Ching

Mr. Lai Fengcai

Non-executive Director:
Ms. Dong Ying, Dorothy

Independent non-executive Directors:
Mr. Zhu Weizhou

Dr. Li Xiuging

Mr. Chong Ching Hei

In accordance with article 84 of the Articles, each of Mr.
Wong Kwai Mo, Mr. Lai Fengcai and Mr. Zhu Weizhou
will retire from the office of Director by rotation and, being
eligible, will offer himself/herself for re-election at the
forthcoming annual general meeting.

Directors’ Report EEE&HE

RMITHER

REFR-_E—=F+-A=+—B2ZRITEZFBEHEN
RE BT RERMIEE26 ©

B

$%§%@E¢EW%%W&E@%%&%@%%(:%
—_— :g

3k > BERRE

BE_T—=Ft_A=+t—HILFER AEEHEEY
¥ BEMRBHOARKES24.08&TT - #B 2 FHFHNER
B RARMTET -

BE - HEIWEARTARMD

RARREBE_E—=F+_A=+—HILFEWEER
HAEMA LW - AARREEMKERRMEREE—
E—=F+_A=1+—HUEFEANEE HENBERAR
AR LR o

B R R

ARAREAABEMEAF AR R AESMRE T AR FR
RHRBER SRR ©

E=
REBEFEERARERY  EFSRE N IES:

HiTEE
THERE (ZE)
[
FEBLR SE 4

FFHTESE -
BRALTL

HUIFATEF -

REMEE

FHEBEL

HBESLE

RIRABIE B4R - TEMBRAE BERAERKEMNELE

FEERBENBARNBRBFAS LIKERERTIES -
BERYKSMEFESE -

GREE(FRE)BRAR = 2013 F®




Directors’ Report EEE&HE

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors and the non-executive
Director has entered into a service agreement with the
Company for an initial term of three years commencing from
24 September 2013, whereas each of the independent non-
executive Directors has entered into a letter of appointment
with the Company for an initial term of three years
commencing from 24 September 2013.

None of the Directors being proposed for re-election at the
forthcoming annual general meeting has a service contract
with any member of the Group which is not determinable by
the Group within one year without payment of compensation
(other than statutory compensation).

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the independent
non-executive Directors an annual confirmation of their
independence pursuant to Rule 3.13 of the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing
Rules”) and considers all the independent non-executive
Directors to be independent.

DIRECTORS’ REMUNERATION

The Remuneration Committee considers and recommends
to the Board the remuneration and other benefits paid
by the Company to the Directors. The remuneration
of all Directors is subject to regular monitoring by the
Remuneration Committee to ensure that the levels of their
remuneration and compensation are appropriate. Details of
Directors’ remuneration are set out in note 14 to the financial
statements.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the directors of the Company and the
senior management of the Group are set out on pages 14 to
17 of the annual report.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Save as disclosed under the heading “Connected
Transactions”, there was no contract of significance in
relation to the Group’s business to which the Company or
any of its subsidiaries was a party to and in which a Director
had a material interest in, whether directly or indirectly,
and subsisted at the end of the financial year under review
or at any time during the financial year under review save
as disclosed under the section headed “Related Party
Disclosures” below and note 32 to the financial statements.
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DIRECTOR’S INTERESTS IN COMPETING BUSINESS

None of the Directors held any interests in any competing
business against the Company or any of its jointly controlled
entities and subsidiaries for the year ended 31 December
2013.

DIRECTORS’ RIGHTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year under review were rights to
acquire benefits by means of the acquisition of shares in
or debentures of the Company granted to any Director 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 or fellow subsidiaries a
party to any arrangement to enable the Directors to acquire
such rights in any other body corporate.

SUBSIDIARIES

Details of the major subsidiaries of the Company as of
31 December 2013 are set out in note 33 to the financial
statements.

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

As at 31 December 2013, the interests or short positions of
each Director and chief executive 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) (“SFO”)) which were required to be notified to the
Company and 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
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the Model Code for Securities Transactions by Directors of
the Company (the “Model Code”) as set out in Appendix 10
of the Listing Rules to be notified to the Company and the
Stock Exchange were as follows:

(i) Interestin our Company

1601 28 352 7B R SR M SZ G Pt B it M A i s sk B+ 3k
BE ETAHAM SR 10 IR AR R ESTETESF R HHIRE
SFRN(MRESPAI]) B AR B KRB Py s FoR 2 an
T

() RELFHER

Approximate

Number of percentage of

Name of Director Nature of Interest Securities shareholding

EEE8 s H5HE BRORETS

Wu Ching (Note) Interest of a controlled 404,762,592 50.60%
- ~_corporation
HRER (BIEE) Ry EE R

Wong Kwai Mo (Note) Interest of a controlled 404,762,592 50.60%

corporation
A (P3E) RrEER
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

Biat - HHEF R 1R B34 50%Changfeng Axle Holdings
Lid. ([5£BVI]) 27T -

(i) MEBCEZENEDS

Name of associated Number of Percentage
Name of Director corporation shares Shareholding
EE=E8 HEEE SR RO EE REBDLL
Wu Ching Changfeng BVI 25,000 50%
HAEH 152 BVI
Wong Kwai Mo Changfeng BVI 25,000 50%
TER HEBVI

Save as disclosed above, as at 31 December 2013, none
of the Directors or chief executive of the Company or their
respective associates had any interests or short positions in
the shares, underlying shares or debentures of the Company
or its associated corporations (within Part XV of the SFO)
which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which they
were taken or deemed to have under such provisions of
the SFO), or which were required, pursuant to section 352
of the SFO, to be entered in the register referred to therein,
or which were required, pursuant to the Model Code, to be
notified to the Company and the Stock Exchange.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2013, the following persons had
interests and short positions of 5% or more in the Shares as
recorded in the register required to be kept under Section
336 of the SFO:
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FERR

MRZT—=F+_A=+—RH RROTEEREBEESK
HIE {515 336 IRAF B 2 B AL NRLEZ 5% 3A Ligs
FORBEIATINT

Long positions in the Shares and underlying Shares of ARTB B RIEERANTE
our Company
Approximate
Interests in percentage
Name of shareholder Nature of interest Shares shareholding Notes
BRI B AE
RREHE ERME B 17 R = BT {iEs
Changfeng BVI Beneficial owner 404,762,592 50.60% 1
S BV EnEEA
Wu Ching Interest of a controlled 404,762,592 50.60% 1
ik ~_corporation
TP EE RS
Wong Kwai Mo Interest of a controlled 404,762,592 50.60% 1
THEE ~_corporation
R EE R
Starr International Foundation Interest of a controlled 114,801,600 14.35% 2
corporation
RIELE R
Starr International AG Interest of a controlled 114,801,600 14.35% 2
corporation
SR LB R
Starr International Interest of a controlled 114,801,600 14.35% 2
corporation
TP AE RS
Starr International Investments Ltd Interest of a controlled 114,801,600 14.35% 2
corporation
R EE R
Starr Insurance and Reinsurance Ltd Interest of a controlled 114,801,600 14.35% 2
corporation
I LB R
Starr International Cayman, Inc. Interest of a controlled 114,801,600 14.35% 2
corporation
SR LB R
Starr Investments Cayman |I, Inc. Beneficial owner 114,801,600 14.35% 2

EDBEA
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Notes:

(1) Changfeng BVI 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.

2 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.

3 Save as Wu Ching and Wong Kwai Mo being the directors of the
Changfeng BVI and Dong Ying Dorothy being the director of Starr
Investments Cayman I, Inc., none of the Directors is a director or
employee of the companies or trust foundation disclosed in this
paragraph.

Save as disclosed above, as at the 31 December 2013, so
far as was known to the Directors or chief executive of the
Company, no other person or companies (other than the
Directors or the chief executive of the Company) had an
interest or short positions in the shares or underlying shares
of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO, or who were, directly or indirectly, interested
in 10% or more of the nominal value of any class of share
capital carrying rights to vote in all circumstances at general
meetings of any other member of the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on information available to the Company and
within the knowledge of the Directors, the Company has
maintained sufficient public float throughout the year ended
31 December 2013.

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

For the year ended 31 December 2013, the Group’s total
contributions to the retirement schemes charged in the
income statement amounted to approximately RMB8.2
million (2012: approximately RMB7.5 million). Details of the
Group’s pension scheme and the basis of calculation are set
out in note 12 to the financial statements.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company is committed to the establishment of good
corporate governance practices and procedures with a
view to enhancing investor confidence and the Company’s
accountability and transparency. The Company therefore
strives to attain and maintain effective corporate governance
practices and procedures. Throughout the year ended 31
December 2013 and save as disclosed herein this report,
the Company has complied with the CG Code contained
in Appendix 14 to the Listing Rules. The Group’s principal
corporate governance practices are set out on pages 33 to
43 of the annual report.

CONNECTED TRANSACTIONS

On 27 December 2013, a wholly-owned subsidiary of the
Company, Longyan Shengfeng, and the connected person
of the Company, Lonking Machinery, entered into the equity
transfer agreement pursuant to which Longyan Shengfeng
has conditionally agreed to acquire and Lonking Machinery
has conditionally agreed to sell its 40% interest in the JV
Company, details of which are founded in the Company’s
announcement dated 27 December 2013.

On 27 December 2013, the JV Company, Lonking
Machinery and Fujian Changfeng also entered into a debt
waiver agreement in relation to the extinguishment of the
account payable in the sum of RMB33,908,400 due to
Lonking Machinery in respect of certain equipments and
machinery for the production of gears and the sale and
acquisition of the two sets of inverted vertical turning centers
for the production of gears, details of which are disclosed in
the Company’s announcement dated 27 December 2013.

During the year ended 31 December 2013, the Group
entered into the following continuing transactions with
its connected persons. The transactions constituted
“continuing connected transactions” for the Company
under the Listing Rules. The transactions are subject to the
reporting requirements set out in Chapter 14A of the Listing
Rules.
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CONTINUING CONNECTED TRANSACTIONS
WHICH ARE SUBJECT TO THE REPORTING,
ANNOUNCEMENT AND INDEPENDENT
SHAREHOLDERS’ APPROVAL REQUIREMENTS

1.

Purchase of roughcast axle housing from
Yongding Changfeng Machinery Manufacturing
Factory (“Yongding Changfeng”)

On 29 May 2010, the Company entered into a sale and
purchase agreement (the “Purchase Agreement”) with
Yongding Changfeng, pursuant to which the Company
agreed to purchase or procure its subsidiaries to
purchase roughcast axle housing from Yongding
Changfeng for the production of the products for a
term of three years commencing from 1 January 2010
to 31 December 2012. Subsequently on 24 December
2012, the parties entered into a renewal agreement to
renew the terms of the Purchase Agreement for a fixed
term of another three years expiring on 31 December
2015.

The price for the roughcast axle housing supplied
by Yongding Changfeng will be determined on the
following basis in order of priority:

° the price prescribed by the State (including
any price prescribed by any relevant local
authorities), if applicable;

o the price recommended under the State pricing
guidelines, when no State-prescribed price is
available;

o the market price, when neither the State-
prescribed price nor the State recommended
price is available; or

o the price which is no less favourable to the
Group than is available from independent third
parties, when none of the above is available or
applicable.

Mr. Lu is a cousin of Mr. Wong Kwai Mo, being one
of the controlling shareholders of the Company. As
Yongding Changfeng may be substantially influenced
or controlled by Mr. Lu, who is the legal representative
and the factory manager of Yongding Changfeng, and
Mr. Wong Kwai Mo, who has held a prior position and
role at Yongding Changfeng, Yongding Changfeng
is therefore deemed as a connected person of our
Company pursuant to Rules 14A.06 and 14A.11(4) of
the Listing Rules.

During the year under review, the actual aggregate
amount of transactions under the Purchase
Agreement was approximately RMB14.7 million
and the annual cap amount granted by the Stock
Exchange was RMB20 million.
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CONTINUING CONNECTED TRANSACTIONS
WHICH ARE SUBJECT TO THE REPORTING AND
ANNOUNCEMENT REQUIREMENTS BUT EXEMPT
FROM THE INDEPENDENT SHAREHOLDERS’
APPROVAL REQUIREMENT

2.

Supply Agreement with Yongding Changfeng

On 29 May 2010, the Company entered into a supply
agreement (the “Supply Agreement”) with Yongding
Changfeng, pursuant to which the Company has
agreed to supply or procure members of the Group
to supply scrap steel which is steel waste created
during the production of steel and expected to be
disposed of or not required by the Group to Yongding
Changfeng for a term of three years commencing from
1 January 2010 to 31 December 2012. Subsequently
on 24 December 2012, the parties entered into a
renewal agreement to renew the terms of the Supply
Agreement for a fixed term of another three years
expiring on 31 December 2015.

The price for the scrap steel supplied by the Group
to Yongding Changfeng will be determined on the
following basis in order of priority:

o the price prescribed by the State (including
any price prescribed by any relevant local
authorities), if applicable;

o the price recommended under the State pricing
guidelines, when no State-prescribed price is
available;

° the market price, when neither the State-
prescribed price nor the State recommended
price is available; or

° the price which is no less favorable to the
Group than is available from independent third
parties, when none of the above is available or
applicable.

Mr. Lu is a cousin of Mr. Wong Kwai Mo, being one
of the controlling shareholders of the Company. As
Yongding Changfeng may be substantially influenced
or controlled by Mr. Lu, who is the legal representative
and the factory manager of Yongding Changfeng, and
Mr. Wong Kwai Mo, who has held a prior position and
role at Yongding Changfeng, Yongding Changfeng
is therefore deemed as a connected person of our
Company pursuant to Rules 14A.06 and 14A.11(4) of
the Listing Rules.

During the year under review, the actual aggregate
amount of transactions under Supply Agreement was
approximately RMB1.2 million and the annual cap
amount granted by the Stock Exchange was RMB20
million.
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Pursuant to Rule 14A.38 of the Listing Rules, the
Board has engaged the auditor of the Company to
perform certain agreed upon procedures in respect of
the continuing connected transactions of the Group.
The auditor has reported its factual findings on these
procedures to the Board. The independent non-
executive Directors have reviewed the continuing
connected transactions and the report of the auditor.

Based on the work performed, the auditors of the
Company confirmed to the Board that the above
continuing connected transactions:

(i) have been approved by the Board;

(i)  arein accordance with the pricing policy of the
Group;

(i)  have been entered into under the terms of the
related agreements governing the transactions;
and

(iv)  have not exceeded the relevant cap amount
allowed by the Stock Exchange.

The independent non-executive Directors have
reviewed the above connected continuing
transactions and are in the opinion that the above
continuing connected transactions entered into by the
Group were:

(i) in the ordinary and usual course of business of
the Group;

(i)  either (@) on normal commercial terms; or (b)
where there is no available comparison, on
terms that are no less favorable to the Group
than terms to or from independent third parties;
and

(i)  in accordance with the agreements governing
the transactions on terms that are fair and
reasonable so far as the shareholders of the
Company.

Other than disclosed above, there was no other
transaction which needs to be disclosed as connected
transaction in accordance with the requirements of
the Listing Rules during the year ended 31 December
2018.
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DEED OF NON-COMPETITION

The Company has received, from each of the controlling
shareholders of the Company, an annual declaration on
his/her/its compliance with the undertakings contained in
the Deed of Non-Competition entered into by each of them
in favour of the Company pursuant to which each of the
controlling shareholders of the Company has undertaken to
the Company that he/she/it will not and will procure that his/
her/its associates (other than members of the Group) not to,
engage in any of our business including (without limitation)
the following activities:

° acquiring, holding, developing, transferring, disposing
or otherwise dealing in, whether directly or indirectly,
axle components business or related investments;

° engaging, having a right or in any way having an
economic interest, in the promotion or development of
or investment in axle components business; or

° acquiring, holding, transferring, disposing or otherwise
dealing in any option, right or interest over any of the
matters set out in the two paragraphs above;

except for acquiring, holding, transferring, disposing or
otherwise dealing in, directly or indirectly, shares of any
company, joint venture, corporation or entity of any nature,
whether or not incorporated, with any interest in the matters
set out in the three paragraphs above so long as their
aggregate interest in any such entity is less than 5% of its
equity interest.

Details of the Deed of Non-Competition were disclosed in
the Prospectus under the section headed “Relationship with
Our Controlling Shareholders”.

The independent non-executive Directors have reviewed
and were satisfied that each of the controlling shareholders
of the Company has complied with the Deed of Non-
Competition for the year ended 31 December 2013.
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CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
Tuesday, 20 May, 2014 to Friday, 23 May 2014, both days
inclusive, during which period no transfer of shares will be
registered. In order to determine who are entitled to attend
and vote at the forthcoming annual general meeting of the
Company to be held on Friday, 23 May 2014, all transfer
documents accompanied by the relevant share certificates
must be lodged with the Company’s Hong Kong share
registrar, Computershare Hong Kong Investor Services
Limited, at Rooms 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Hong Kong for registration no later
than 4:30 p.m. on Monday, 19 May, 2014.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit
Committee”) had reviewed together with the management
and external auditors the accounting principles and policies
adopted by the Group and the audited annual consolidated
financial statements for the year ended 31 December 2013.

AUDITORS

The consolidated financial statements for the year ended
31 December 2013 have been audited by Deloitte Touche
Tohmatsu who shall retire at the forthcoming annual general
meeting of the Company. A resolution will be proposed at
the forthcoming annual general meeting of the Company
to re-appoint Deloitte Touche Tohmatsu as auditor of the
Company.

By order of the Board

Wong Kwai Mo
Chairman

Hong Kong, 28 March 2014
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The Board is pleased to present this Corporate Governance
Report in the Group’s annual report for the year ended 31
December 2013.

CORPORATE GOVERNANCE PRACTICES

The Company is committed to the establishment of good
corporate governance practices and procedures with a view
to being a transparent and responsible organization which
is open and accountable to the Company’s shareholders.
The Board strives to adhere to the principles of corporate
governance and has adopted sound corporate governance
practices to meet the legal and commercial standards,
focusing on areas such as internal control, fair disclosure
and accountability to all shareholders to ensure the
transparency and accountability of all operations of the
Company. The Company believes that effective corporate
governance is an essential factor to create more value for its
shareholders. The Board will continue to review and improve
the corporate governance practices of the Group from time
to time to ensure that the Group is led by an effective Board
in order to optimize return for shareholders.

Save as disclosed herein, the Company has complied
with the Code on Corporate Governance Practices (the
“CG Code”) as set out in Appendix 14 to the Listing Rules
throughout the year ended 31 December 2013.

THE BOARD

The Board consists of seven Directors, three of whom
are executive Directors, one of whom is non-executive
Director and three of whom are independent non-executive
Directors. The functions and duties conferred on the
Board include convening shareholders’ meetings and
reporting on the work of the Board to the shareholders
at shareholders’ meetings as may be required by
applicable laws, implementing resolutions passed at
shareholders’ meetings, determining the Company’s
business plans and investment plans, formulating
the Company’s annual budget and final accounts,
formulating the Company’s proposals for dividend and
bonus distributions as well as exercising other powers,
functions and duties as conferred on it by the Articles and
applicable laws. The senior management is delegated
with the authority and responsibilities by the Board for the
day-to-day management and operations of the Group.
The Board meets regularly to review the financial and
operating performance of the Company, and considers
and approves the overall strategies and policies of the
Company. The composition of the Board is well balanced
with the directors having sound industry knowledge,
extensive corporate and strategic planning experience
and/or expertise relevant to the business of the Group.
The executive Directors and independent non-executive
Directors bring a variety of experience and expertise to the
Company.
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The composition of the Board during the year ended 31
December 2013 and up to the date of this Annual Report is
set out below:

Executive Directors

Mr. Wong Kwai Mo (Chairman)
Ms. Wu Ching
Mr. Lai Fengcai (Chief Executive Officer)

Non-Executive Director
Ms. Dong Ying, Dorothy

Independent Non-Executive Directors
Mr. Zhu Weizhou

Dr. Li Xiuging

Mr. Chong Ching Hei

The biographical details of the current Board members are
set out under the section headed “Directors and Senior
Management” on pages 14 to 17 of this report.

The list of directors (by category) is also disclosed in
all corporate communications issued by the Company
pursuant to the Listing Rules from time to time. The
independent non-executive Directors are expressly identified
in all corporate communications pursuant to the Listing
Rules.

During the year ended 31 December 2013, the Board at all
times met the requirements of the Listing Rules relating to
the appointment of at least three independent non-executive
directors with at least one independent non-executive
director possessing appropriate professional qualifications
or accounting or related financial management expertise,
and the independent non-executive directors represented
over one-third of the Board.

The Company has received an annual confirmation of
independence from each of its independent non-executive
Directors pursuant to Rule 3.13 of the Listing Rules.
Based on the contents of such confirmation, the Company
considers that the three independent non-executive
Directors are independent and that they have met the
specific independence guidelines as set out in Rule 3.13 of
the Listing Rules.
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All Directors have separate and independent access to
the Company’s senior management to fuffill their duties
and, upon reasonable request, to seek independent
professional advice in appropriate circumstances, at the
Company’s expense. All Directors also have access to the
company secretary who is responsible for ensuring that the
Board procedures, and all applicable rules and regulations,
are followed. An agenda and accompanying Board/
committee papers are distributed to the Directors/Board
committee members with reasonable notices in advance
of the meetings. Minutes of Board meetings and meetings
of Board committees, which record in sufficient detail the
matters considered by the Board and decisions reached,
including any concerns raised by Directors or dissenting
views expressed, are kept by the company secretary and
are open for inspection by Directors.

The Company has arranged for appropriate and sufficient
insurance coverage on directors’ liabilities in respect of legal
actions taken against its directors arising out of corporate
activities.

The Board meets regularly to review the financial and
operating performance of the Company, and considers and
approves the overall strategies and policies of the Company.

Mr. Wong Kwai Mo is the husband of Ms. Wu Ching, and
Ms. Wu Ching is the wife of Mr. Wong Kwai Mo. Save as
disclosed, there is no other relationship among members of
the Board, the Chairman or the Chief Executive Officer.

Non-executive Directors

The non-executive Director has entered into a service
agreement with the Company for an initial term of three years
commencing from 24 September 2013, whereas each of
the independent non-executive Directors has entered into
a letter of appointment with the Company and is appointed
for an initial term of three years commencing from 24
September 2013.

In accordance with article 84 of the Articles, at each annual
general meeting one-third of the Directors for the time being
(or, if their number is not a multiple of three, the number
nearest to but not less than one third) shall retire from office
by rotation provided that every Director shall be subject to
retirement at least once every three years.

Chairman and Chief Executive Officer

During the year ended 31 December 2013, the roles and
duties of the Chairman and the Chief Executive Officer of the
Company are carried out by different individuals and have
been clearly defined in writing.

FREESFAER B EANRNEREREBABRS
METREFZBE  YARNEHAENERREEEN
BATSRBYEXRER BRABARAXN - IEES
MABEARMERS MARNMENEERFREFENIE
Frle — U@ MR RBIAR OIS ERE - HIEREMNNES
&/ REEXMHARERAMAERA TAEBATOH
TER ELZEgXE -EFgEINEFTLEEER
MEHHACHESTSMERNFIRLERHIRE - B
EEMREENEMAERLEROREER - AR AWE
g WAIHERER -

ARFELHEANFTRRERE  WEEEEREEEHH
BMELHESMRHARFROEE

EEerHem  WRAARBZUBREERR  IF
B MHLEA R B 2 B IR AR MIRR

FTHERETMRFR L 2R MAFKEHIERLE
ZETF - BAREEI  EFENE - TEIITHRAHM
WA

FHTES

FRTEECHARFLRGHZE BT —=F A
TR RE=F  MEBIBUFRTESFEHE
ARFRIVERE  HEEB-_T—=FALA-1+HAERHM
AT RE=5F -

BIEARIE A 5 REXREBEARL  BHZ=52
—ER(BE LIS A AARBAIBE BT
PREHZ—VERESEE e EFHARS E=FHE
RE—RK -

ERERITHAE

BE_T—=F+_A=+—HILFE ARANIEN
ﬁﬁ%ﬁ%%@&%ﬁﬁKﬁAi%E'ﬁ%%ﬁ%%ﬁ
EO

GREE(FRE)BRAR = 2013 F®




N2 H

Corporate Governance Report £ ER#|E

The Chairman of the Board is Mr. Wong Kwai Mo, and the
Chief Executive Officer is Mr. Lai Fengcai. The positions of
Chairman and Chief Executive Officer are held by separate
persons in order to preserve independence and a balance
of views and judgement. With the support of the senior
management, the Chairman is responsible for ensuring
that the Directors receive adequate, complete and reliable
information in a timely manner and appropriate briefing on
issues arising at Board meetings. The Chief Executive Officer
focuses on implementing objectives, policies and strategies
approved and delegated by the Board. He is in charge of
the Company’s day-to-day management and operations.
The Chief Executive Officer is also responsible for developing
strategic plans and formulating the organizational structure,
control systems and internal procedures and processes for
the Board’s approval.

CONTINUOUS PROFESSIONAL DEVELOPMENT OF
DIRECTORS

Directors keep abreast of responsibilities as a director of
the Company and of the conduct, business activities and
development of the Company.

Every newly appointed Director will receive a formal,
comprehensive and tailored induction on the first occasion
of his/her appointment to ensure appropriate understanding
of the business and operations of the Company and full
awareness of director’s responsibilities and obligations
under the Listing Rules and relevant statutory requirements.

Directors should participate in appropriate continuous
professional development to develop and refresh their
knowledge and skills to ensure that their contribution to
the Board remains informed and relevant. All directors
are encouraged to attend relevant training courses at the
Company’s expenses.

During the year ended 31 December 2013, some of the
Directors attended external seminars and/or conferences
organized during the year under review. All Directors also
read materials in relation to regular update to statutory
requirements, Listing Rules and other relevant topics related
to a listed company.

BOARD COMMITTEES

As an integral part of sound corporate governance practices,
the Board has established the following Board committees
1o oversee the particular aspects of the Group’s affairs. Each
of these committees comprises independent non-executive
Directors who are being invited to join as members.

Changfeng Axle [China] Company Limited ® Annual Report 2013
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AUDIT COMMITTEE

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
monitor the Company’s financial reporting and internal
control principles of the Company 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,
of whom are all 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 held two meetings during the year
under review to review the financial results of the Group and
significant issues on the financial reporting and compliance
procedures, internal control and risk management systems.

The Audit Committee has reviewed the consolidated
financial statements of the Group for the year ended 31
December 2013, including the accounting principles and
practices adopted by the Group, selection and appointment
of the external auditors.

Corporate Governance Functions

During the period under review, the Audit Committee is
also responsible for determining the policy for the corporate
governance of the Company performing the corporate
governance duties as below:

° to develop and review the Group’s policies and
practices on corporate governance and make
recommendations to the Board;

° to review and monitor the training and continuous
professional development of the Directors and senior
management;

° to review and monitor the Group’s policies and
practices on compliance with all legal and regulatory
requirements (where applicable);

° to develop, review and monitor the relevant code of
conduct and compliance manual (if any) applicable to
employees and directors of the Group; and

° to review the Group’s compliance with the CG
Code and disclosure requirements in the Corporate
Governance Report.
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REMUNERATION COMMITTEE

The remuneration committee of the Company (the
“Remuneration Committee”) was established on 24
September 2010 with written terms of reference in
compliance with the CG Code. The Remuneration
Committee is chaired by Mr. Zhu Weizhou with two
independent non-executive Directors, namely Mr. Chong
Ching Hei and Mr. Wong Kwai Mo, as members. The
principal responsibilities of the Remuneration Committee
are to formulate and recommend remuneration policy
to the Board, make recommendations to the Board on
the Company’s policy and structure for all Directors’ and
senior management’s remunerations, approve and review
management’s proposals with reference to the Board’s
corporate goals and objectives and make recommendations
to the Board on the remuneration of non-executive Directors
of the Company. The Board expects the Remuneration
Committee to exercise independent judgment and
ensures that executive Directors do not participate in the
determination of their own remunerations.

The Remuneration Committee held one committee
meeting during the year under review to review and made
recommendation to the Board on the remuneration policy
and structure of the Company and remuneration packages
of Directors and senior management.

NOMINATION COMMITTEE

The nomination committee of the Company (the
“Nomination Committee”) was established on 24
September 2010. The chairman is Dr. Li Xiuging, an
independent non-executive Director, and the two other
members are Mr. Wong Kwai Mo and Zhu Weizhou, both
of them are independent nonexecutive Directors. The
Nomination Committee is responsible for determining
the policy for the nomination of Directors, reviewing the
structure, size and composition of the Board, making
recommendation to the Board on selection of candidates
for directorships, appointment and reappointment of
Directors and Board succession and assessing the
independence of independent non-executive Directors.

The Company adopts the board diversity policy and
recognizes board diversity as the key element for the
achievement of its strategic goals and sustainable
development.

In considering the composition and diversity of the Board,
the Company takes into account a number of factors from
various aspects, including but not limited to gender, age,
cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service. All
decisions regarding appointment of members of the Board
will be based on the candidates’ meritocracy having regard
to a set of objective standards that take into account the
benefits of board diversity.

Changfeng Axle [China] Company Limited ® Annual Report 2013

FMWEES

ARAFMEES ([HFMERS ) HIRRAXEATRIN
RERN_ZE—FFNA_THBMKT - SiHEASHBES
c HE B M AREMEEETIRE  MBBILIFNTT
B HAEAANTIHBELELERKE - HFHEESH
IZBERHEHFMBRLNEESREER AL A
EEENRAEEEN2BTMBRRRBRESER
HER  2EEEGFIUMBRTH R B EMALA LR
EEENRZEIUARRFATESTNFMHAEETSIEM
ER - -EFSHEMHMRE S TERE AL ERAITE
EUF2HEEREATOHH -

REEFE  HFMEZEEE AR —XEE R ARFH
MR R RBIAREE MR REIRE 2 BBt R
EFgRMHHEBER -

REEES

ARAREZEE(REZEG IR _Z—FFNA
—H BRI - EEABIFATEETASE L MA
Rk B A T HEE KA RREIMNE L (MES BB
TEF) REAZECAAETRLESZZHR ERES
SR - MEMBK  BEBEESRBEREA - 2T
EMEEEENEFENETFTENESFSRHTER - I
AHEBLIFNITEF A ELIE -

RRPRPWERTERESTTIBR TRREEFGTKES
THEDERARRKE B ERAFHEEROBMBESR -

REBEZENBUNZ TR ARARZEEZHERA
= BEETERMR - Fi  UERHEESS - Bk -
BXLR Bl MBEREEY - MEERZIESS
FXB ZREG AR AMES BRA - WEE BARERIAZE
RN BEREZTEKREBZ T o



Corporate Governance Report £ E8 8 &

Selection of candidates will be based on a set of diversity
criteria, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience,
skills, knowledge and length of service. The ultimate decision
will be made with reference to the candidates’ merits and
contributions to the Board.

The Nomination Committee held one meeting during
the year under review to review the structure, size and
composition of the Board and the independence of the
independent non-executive Directors.
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NUMBER OF MEETINGS AND DIRECTORS’ EENESHERH

ATTENDANCE

The individual attendance record of each Director at the BE-ZT—=F+-_A=1+—HIFE SNEFLFEE
meetings of the Board, Audit Committee, Remuneration g ERLZEY FWEESRREEZEGERIULR
Committee and Nomination Committee and the general NEIRRERAZ R EA L E SR HS T

meeting of the Company during the year ended 31
December 2013 is set out below:

Annual
Board Audit Remuneration Nomination General
Meeting Committee Committee Committee Meeting
Ezggel ERZES FMzEe REZEE REBEAE
Executive directors HiTEE
Mr. Wong Kwai Ho (Chairman) THERE(FE) 6/6 N/A i 11 il 11
Ms. Wu Ching L. 6/6 N/A N N/A TN N/A N il
Mr. Lai Fengcal BEFLE 6/6 N/A 7N N/A TN N/A 7N A 0/1
Non-executive Directors HHTEE
Ms. Dong Ying, Dorothy BELL 6/6 N/A TN F N/A N F N/A TE 0/1
Independent non-executive Directors BUHHTEE
Mr. Zhu Weizhou KEMEE 5/6 2/2 11 11 01
Dr. Li Xiuging EHEEL 6/6 2/2 N/A TR il 0/1
Mr. Chong Ching Hei EEESE 6/6 2/2 1 N/A @R 11

Code Provision A.6.7 of the CG Code provides that the
independent non-executive Directors and non-executive
Directors should attend general meetings of the Company.
Due to prior business and personal engagements external to
the Company, the non-executive Director, Ms. Dong Ying,
Dorothy and the independent non-executive Directors, Mr.
Zhu Weizhou and Dr. Li Xiuging were unable to attend the
annual general meeting of the Company held during the year
ended 31 December 2013.
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COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code”)
as set out in Appendix 10 of the Listing Rules as its own
code of conduct for securities transactions. Specific
enquiries have been made with all Directors, who have
confirmed that, during the period under review, they were in
compliance with the required provisions set out in the Model
Code. All Directors declared that they have complied with
the Model Code for the year ended 31 December 2013.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for
preparation of the financial statements for the financial year
ended 31 December 2013 which give a true and fair view
of the state of affairs of the Company and of the Group at
that date and of the Group’s results and cash flows for the
year then ended and are properly prepared on the going
concern basis in accordance with the applicable statutory
requirements and accounting standards. The statement of
the external auditors of the Company about their reporting
responsibilities on the financial statements is set out in the
“Independent Auditor’'s Report”.

AUDITORS’ REMUNERATION

During the year ended 31 December 2013, the remuneration
paid or payable to the Group’s auditors, Deloitte Touche
Tohmatsu, in respect of their audit and non-audit services
are as follows:
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Reng  WRBEREEMRE NG EARFRLS
EEZ DREL o AR B HNE i SR B B 75 R PR g
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Items Amount
=B ot}
(RMB’000)

(AE¥FT)

Statutory audit services SETE B RS 1,562
Non-audit services IERZBAR TS -
Total BE 1,562
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INTERNAL CONTROL

The Board is responsible for maintaining sound and effective
internal control systems in order to safeguard the Group’s
assets and shareholders’ interests, and review and monitor
the effectiveness of the Company’s internal control and risk
management systems on a regular basis so as to ensure that
internal control and risk management systems in place are
adequate. The Company has established written policies
and procedures applicable to all operating units to ensure
the effectiveness of internal controls. The Company also
has a process of identifying, evaluating, and managing the
significant risks to the achievement of its operational objective.
This process is subject to continuous improvement and has
been in place since 24 September 2010 and up to the date
of this report. The day-to-day operation is entrusted to the
individual department, which is accountable for its own
conduct and performance, and is required to strictly adhere
to the policies set by the Board. The Company carries out
reviews on the effectiveness of the internal control systems
from time to time in order to ensure that they are able to
meet and deal with the dynamic and ever changing business
environment.

During the year under review, the Board has conducted a
review of the effectiveness of the Company’s internal control
systems including financial, operational and compliance
controls and risk management for the year ended 31
December 2013. Internal Control department was assigned
to assist the Board to perform a high-level review of the
internal control systems for its business operations and
processes. Such review covered the financial, compliance
and operational controls as well as risk management
mechanisms and assessment was made by discussions
with the management of the Company and its external
auditors. The Board believes that the existing internal control
systems are adequate and effective.

PROCEDURES FOR SHAREHOLDERS TO
REQUISITION AND CONVENE AN EXTRAORDINARY
GENERAL MEETING (INCLUDING PROPOSING A
RESOLUTION AT AN EXTRAORDINARY GENERAL
MEETING)

o Any two or more shareholders 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 “Eligible Shareholders”) shall at all times have the
right, by a written requisition signed by the Eligible
Shareholders concerned (the “Requisition”), to require
the Board to convene an extraordinary general
meeting, and to put any resolution so requisitioned to
vote at such extraordinary general meeting.
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Eligible Shareholders who wish to requisition the
Board to convene an extraordinary general meeting
for the purpose of proposing a resolution at the
extraordinary general meeting must deposit the
Requisition at the principal place of business of the
Company in Hong Kong at Room 708, 7/F, Delta
House, 3 On Yiu Street, Shatin, Hong Kong.

The Requisition must state clearly the names of
the Eligible Shareholders concerned, specify the
objects of the meeting, and be signed by the Eligible
Shareholders concerned. The Eligible Shareholders
must prove their shareholdings in the Company to the
satisfaction of the Company.

The Company will check the Requisition and the
identities and the shareholdings of the Eligible
Shareholders will be verified with the Company’s
branch share registrar. If the Requisition is found
to be proper and in order and in compliance with
the memorandum and articles of association of the
Company, the Board will within 21 days of the date of
deposit of the Requisition, proceed duly to convene
an extraordinary general meeting to be held within
a further 21 days, for the purpose of putting any
resolution(s) proposed by the Eligible Shareholders to
vote at such extraordinary general meeting. However,
if the Requisition has been verified as not in order
and not in compliance with the memorandum and
articles of association of the Company, the Eligible
Shareholders concerned will be advised of this
outcome and accordingly, the Board will not convene
an extraordinary general meeting and will not put any
resolution(s) proposed by the Eligible Shareholders to
vote at any such extraordinary general meeting or any
other general meeting of the Company.

If within 21 days of the date of deposit of the
Requisition, the Board has not advised the Eligible
Shareholders that the Requisition is not in order and
not in compliance with the memorandum and articles
of association of the Company, and the Board has
failed to proceed to convene an extraordinary general
meeting, the Eligible Shareholders themselves (or any
one or more of the Eligible Shareholders who holds
more than one-half of the total voting rights of all the
Eligible Shareholders who signed the Requisition)
may proceed to convene the extraordinary general
meeting in the same manner, as nearly as possible, as
that in which general meetings may be convened by
the Board in accordance with the memorandum and
articles of association of the Company, provided that
the extraordinary general meeting so convened must
be held before the expiration of three months from
the date of deposit of the Requisition. All reasonable
expenses incurred by the Eligible Shareholders
concerned as a result of the failure of the Board shall
be reimbursed to the Eligible Shareholders concerned
by the Company.

Changfeng Axle [China] Company Limited ® Annual Report 2013
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COMMUNICATION WITH SHAREHOLDERS

The Board recognizes the importance of maintaining a clear,
timely and effective communication with the shareholders
of the Company and investors. The Board also recognizes
that effective communication with its investors is critical
in establishing investors’ confidence and attracting new
investors. Therefore, the Group is committed to maintaining
a high degree of transparency to ensure the investors and
the shareholders of the Company will receive accurate,
clear, comprehensive and timely information of the Group
through the publication of annual reports, interim reports,
announcements and circulars. The Company also publishes
all corporate communications on the Company’s website
at www.changfengaxle.com.hk. Further, shareholders of
the Company may send their enquiries and concerns to the
Board by addressing them to the principal place of business
of the Company in Hong Kong. The Board maintains regular
dialogues with institutional investors and analysts from time
to time to keep them informed of the Group’s strategy,
operations, management and plans. The Directors and
members of various board committees will attend the annual
general meeting of the Company and answer any questions
raised. The resolution of every important proposal will be
proposed at general meetings separately.

The chairman of general meetings of the Company would
explain the procedures for conducting a poll before
proposing a resolution for voting. The poll results will
be announced at general meetings and published on
the websites of the Stock Exchange and the Company,
respectively. In addition, the Company regularly meets
with institutional investors, financial analysts and financial
media, and promptly releases information related to any
significant progress of the Company, so as to promote the
development of the Company through mutual and efficient
communications.

During the year under review, there was no change to the
constitutional documents of the Company.

Shareholders investors and the media can make enquiries to
the Company through the following means:

Telephone number:  (852) 2638 1663

By post: Room 708, 7/F, Delta House,

3 On Yiu Street, Shatin, Hong Kong
Attention: Mr. Chan Wai Shing
By email: ir@changfengaxle.com
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Deloitte.
BE)

INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF CHANGFENG AXLE
(CHINA) COMPANY LIMITED

(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements
of Changfeng Axle (China) Company Limited (the
“Company”) and its subsidiaries (collectively referred to as
the “Group”) set out on pages 46 to 119, which comprise
the consolidated statement of financial position as at 31
December 2013, and the consolidated statement of profit
or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement
of cash flows for the year then ended, and a summary
of significant accounting policies and other explanatory
information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation of consolidated financial statements that
give a true and fair view in accordance with Hong Kong
Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants (the “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.

Changfeng Axle (Chinal Company Limited ® Annual Report 2013
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Independent Auditor’s Report & % HE# &

AUDITOR’S RESPONSIBILITY (CONTINUED)

An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures
selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of
the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s
preparation of the consolidated financial statements that
give a true and fair view in order to design audit procedures
that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation
of the consolidated financial statements.

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

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Group as at
31 December 2013, and of its loss and cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in
accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

28 March 2014
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Consolidated Statement of Profit or Loss and Other Comprehensive Income Z& 5 REt 2 EHER

for the year ended 31 December 2013
BE_Z-—=H+"A=1+—-RALFE

2013 2012
—E—= —E—_F
NOTES RMB’000 RMB’000
B aE ARET T ARBTIT
Revenue WA 8 429,795 503,841
Cost of sales SHE A (356,915) (415,512)
Gross profit el 72,880 88,329
Other income (expense) and other HaA ()
gains and losses M E AU & EE 9 2,573 (54,391)
Selling and distribution expenses HE R HAZ (25,656) (28,194)
Research and development expenditure MEEFAX 10 (23,988) (70,236)
Administrative expenses THAX (68,204) (64,872)
Impairment loss on trade receivables 2 2 W IERERE 22 (89,600) (154,892)
Impairment loss recognised in respect Y% BEMEREZ
of property, plant and equipment BERREEE (52,133) (136,000)
Impairment loss recognised in respect TEFRERIE 2 B R
of prepaid lease payments BEEE (30,332) =
Reversal of impairment loss recognised DEAREHEEED
in respect of property, plant and Y BEREEZ
equipment classified as assets BRI EBERED
classified as held for sale 19,602 -
Finance costs BE KR 11 (32,552) (39,379)
Loss before tax BRI AIE B 12 (227,410) (459,635)
Income tax expense FriSHifs 13 (645) (1,103)
Loss and total comprehensive FABEREERS AT
expense for the year (228,055) (460,738)
Loss and total comprehensive expense AN AL EEEERR
attributable to: ZHFAXBE :
Owners of the Company KARERA (208,245) (459,351)
Non-controlling interests eI (19,810) (1,387)
(228,055) (460,738)
RMB RMB
AR AR
Basic loss per share FREREE 5 (0.26) (0.57)

Changfeng Axle (Chinal Company Limited ® Annual Report 2013




Consolidated Statement of Financial Position &4

FBARRE

at 31 December 2013
RZZE-—=F+=A=+—H

2013 2012
—E—=F —ET——4F
NOTES RMB’000 RMB’000
B 5T ARETT ARETIT
Non-current assets FIREBEE
Property, plant and equipment M - WE MR 17 524,037 578,176
Prepaid lease payments TR EEKIE 18 262,391 297,730
Prepayment for acquisition of machinery BE \%agiéﬁ KIE 2,602 18,899
Deferred tax assets EIETRE E 20 - 37
789,030 894,842
Current assets REEE
Inventories PEASS 21 240,344 278,733
Trade receivables =) e 22 177,077 255,397
Bills receivables e 22 87,449 108,818
Other receivables H Ath pE IR 22 140,508 136,534
Prepaid lease payments ﬁﬁfﬂf*f’k 18 6,241 6,236
Tax recoverable AT YR B 718 2,439 2,439
Held for trading investments RHIEEEIRE 19 - 20,000
Bank balances and cash RIS 23 57,902 61,872
711,960 870,029
Assets classified as held for sale 24 80,591 -
792,551 870,029
Current liabilities REBEE
Trade and bills payables B SR IERENEE 25 123,995 100,193
Other payables H A T FRIR 25 119,721 65,372
Borrowings-due within one year fER— R —FERNE|H 26 464,167 498,560
Tax liabilities HIEEE 1,343 531
709,226 664,656
NET CURRENT ASSETS REBEEFE 83,325 205,373
TOTAL ASSETS LESS CURRENT HEERRBEE
LIABILITIES 872,355 1,100,215
NON-CURRENT LIABILITIES EREBEE
Deferred tax liabilities EIEFIEAE 20 195 =
872,160 1,100,215
CAPITAL AND RESERVE R #E
Share capital &7 27 53,560 53,560
Reserves fEtE 799,844 1,008,089
Equity attributable to owners of the Company A RI#E A A E(Gi#EE 853,404 1,061,649
Non-controlling interests IR A 18,756 38,566
872,160 1,100,215
The consolidated financial statements on pages 46 to 119 HR B E T 19BN AR ERENR - —NE=H

were approved and authorised for issue by the board of

directors on 28 March 2014 and are signed on its behalf =

—t+N\H %%%@ﬁt}’éﬁ&%%%ﬁ% Rid=z! TﬁUi%ﬁ%

by:
Wong Kwai Mo Wu Ching
THEE R
DIRECTOR DIRECTOR
EF EFE

BUsE(hE)BRAR » 201348 47




Consolidated Statement of Changes in Equity iR & #m 2 B &

for the year ended 31 December 2013
BE_Z-—=H+"A=1+—-RALFE

Attributable to owners of the Company
FAAREARE

Shares
held under
awarded
shares Non-

Share Share  Capital  Surplus  Special compensation  Retained controlling

capital  premium  reserves  reserves  reseves  scheme  eamings Total  interests Total
it
UELRE]

R&  ROER RABRE BBRE  NARE SANRG  REEM At FERER fit
RMBOOO  RVBOOD  RMBOOD  RMBOOD  RMBOO0  RMBOO0  RMBOO0  RMBOO0  RMBOOO  RVBIOND
NRETT ARBTR ARETR ARETT ARETR ARMTR ARBTR ARETR ARETR ARETR

(notea) (noteb)
(Fta)  (Hito)

At1 January 2012 RZE-—£-F-H 53060 599296 226,982 149,020 822 - LR 1002601 3998 1562580
Loss and fota comprehensive expense EREERR AR A

for the year - - - - - - (49361 (499.310) (1,387) (460,738
Purchase ofshares for the pupose of SRR

awarded shares compensaton BERA ()

scheme note 28) - - - - - (1,627) - (1,627) - (1,627)
At31 December 2012 and RB-ZE2f=1-A

1 January 2013 k=%-=%-f-H 53060 599206 26982 149020 82 (1,627) 35% 1,061,649 3566 1100215
Loss and totd comprenensive expense EMEERZERRLE

for the year - - - - - - (08245 (08245)  (19810)  (228,069)
At 31 December 2013 R3-ZF12A=1-H 53560 599206 226982 149,020 822 (1621) (174649 853404 18756 872,160
Notes: Hiat -
a. The balance represents deemed distribution, transfer and a. RERIER T )\ FR_ETNFALMEHOMETERE

deemed contribution arising from group reorganisation for ARELERNRIEDR - ERRAIEHRK -

listing purposes which took place in 2008 and 2009.

b.  The balance comprising statutory surplus reserve and b. ZERBRIE TN DIREETE BN EERNISRHARGHEE  HZF
discretionary surplus reserve, which are non-distributable REETHEREDBEREARLINE ((HE D BEERE
and the transfer to these reserves is determined TRBETEMNBARTNESEREZSMNEBEARMNAGLERR
according to the relevant laws in the People’s Republic of TE o VATE RGN BIERMEF B R ER AR AR B
China (“PRC”) and by the board of directors of the PRC BRARIREIINER - BISREREER BIERR AR R F BB
subsidiaries in accordance with the Article of Association NRERREERE -

of the subsidiaries. Statutory surplus reserve can be
used to make up for previous year’s 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.

Changfeng Axle (Chinal Company Limited ® Annual Report 2013




Consolidated Statement of Cash Flows ZEeBRERER

for the year ended 31 December 2013
HEZ-=F1+"A=1—-ALFE

2013 2012
—E—= —E—_F
RMB’000 RMB’000
ARET T ARETTT
OPERATING ACTIVITIES REEH
Loss before tax FRERIEE (227,410) (459,635)
Adjustments for: FATSIEELFAE
Impairment loss on trade receivables B S rRNFIE R EEE 89,600 154,892
Depreciation of property, plant and equipment Y BENKEETE 38,214 36,604
Finance costs BB 32,552 39,379
Release of prepaid lease payments B ETE N EERIE 6,436 6,236
Impairment loss recognised in respect Yz~ BREREEZ
of property, plant and equipment BEHERBESE 52,133 136,000
Impairment loss recognised in respect TERNEERIE 2 EER
of prepaid lease payments REEE 30,332 =
Reversal of impairment loss recognised AEAFIELEEERN
in respect of property, plant and equipment Y% BEMEEZ
classified as assets classified as held for sale ERRREGERE (19,602) -
(Gain) loss from disposal of property, plant HEMZE - BE K&
and equipment (Yezz) 518 (580) 12,794
Interest income FEWA (216) (749)
Operating cash flows before movements EEESEHE
in working capital KERESME 1,459 (74,479)
Decrease in inventories FERD 38,389 45,009
(Increase) decrease in trade receivables H 5 e aE (38n) md (11,280) 73,123
Decrease in bills receivables U E R 21,369 63,191
Increase in other receivables H {th e U sk IE L AN (3,974) (813)
Increase (decrease) in trade and bill payables B 5 I 508 KR R IRIE N
CRA) 23,802 (41,434)
Decrease in other payables H A FRIER A (7,248) (548)
Purchase of shares for purpose of awarded FLAZENAR (D RN T 2R B IR D
shares compensation scheme - (1,627)
Cash generated from operations KEEL RS 62,517 62,422
Income tax refund REIPTIEH 644 =
Income tax paid BEREH (245) (5,786)
NET CASH FROM OPERATING ACTIVITIES RETHRAERLFE 62,916 56,636

WREE(FRE)BRAR = 2013 F R




Consolidated Statement of Cash Flows ZREé B EREX

for the year ended 31 December 2013
BECER-—=H+-A=1+—-HLFE

2013 2012
—E—=F —E——F
RMB’000 RMB’000
ARBTT ARETTT
INVESTING ACTIVITIES REZF
Prepayment for acquisition of machinery fE B R TR N A (40,083) (52,191)
Purchases of property, plant and equipment EEMZE - BB L& (10,582) (63,219)
Payment of prepaid lease payments SATEMAEERIE (7,217) (9,263)
Placement of pledged bank deposits FHEERRITER - (2,517)
Release of pledged bank deposits FERR BRI TER - 4,617
Disposal of available-for-sale investment HER HHERE - 1,000
Refund of deposit for acquisition of land BE T REREF
use right and buildings IR IR - 49,750
Interest received BUHE 216 749
Proceeds on disposal of property, plant LEME - BE K
and equipment B 9,725 107
Proceeds from disposal of (purchases of) PE(BE)REEERE
held for trading investments FrfS s8R 20,000 (20,000)
Deposit receipt from disposal of a subsidiary & — KB A R EURS 28,000 =
NET CASH FROM (USED IN) INVESTING RETBHME (A RESFHE
ACTIVITIES 59 (90,967)
FINANCING ACTIVITIES MEEE
Repayments of borrowings EEER (553,470) (523,920)
Interest paid BHE (32,552) (39,379)
Repayment to a director BiBESHIAE - (1,500)
New borrowings raised LS K 519,077 526,552
NET CASH USED IN FINANCING ACTIVITIES MEFBFARSFEH (66,945) (38,247)
NET DECREASE IN CASH AND ReRkRELEEER
CASH EQUIVALENTS BB (3,970) (72,578)
CASH AND CASH EQUIVALENTS AT FNRERAELEEER
THE BEGINNING OF THE YEAR 61,872 134,450
CASH AND CASH EQUIVALENTS AT FRESRASEZHEER -
THE END OF YEAR,
represented by bank balances and cash BRI TSR IR S 57,902 61,872

Changfeng Axle (China) Company Limited ® Annual Report 2013




Notes to the Consolidated Financial Statements &5 B #3RR MizE

GENERAL

The Company was incorporated in the Cayman
Islands as an exempted company with limited
liability in the Cayman Islands. Its immediate and
also its ultimate holding company is Changfeng
Axle Holdings Ltd. (incorporated in the British Virgin
Islands), which 50.6% equity interests are owned
by Wong Kwai Mo and Wu Ching in aggregate.
The Company’s shares were listed on the Stock
Exchange of Hong Kong Limited with effect from 24
September 2010. The address of the Company’s
registered office is at Room 708, 7/F, Delta House, 3
On Yiu Street, Shatin, New Territories, Hong Kong.

The principal activity of the Company is investment
holding. The principal activities of the Group
are manufacture and sale of axle and related
components in the People’s Republic of China
(“PRC”). Particulars of the subsidiaries of the
Company are set out in note 33.

The consolidated financial statements are presented
in Renminbi (“RMB”), which is also the functional
currency of the Company.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS

In preparing the consolidated financial statements
of the Company, the directors recognise that
although the Group had a net current asset position
of RMB83,325,000 as at 31 December 2013 and
recorded a net loss of RMB228,055,000 for the
year then ended. In addition, the Group had bank
borrowings due within one year of approximately
RMB464,167,000 as at 31 December 2013.
Subsequent to the end of the reporting period,
the Group had renewed facilities on their expiry
to the extent of approximately RMB224,000,000
in full. The directors are of the opinion that the
remaining existing banking facilities will be able to be
successfully renewed upon maturity based on the
past history and good relationships of the Group with
the banks.

The directors have been implementing the following
operating and financing measures to improve and
strengthen the liquidity of the Company:

(@ Apply more stringent selection criteria to select
new customers for new sales orders with better
margin and repayment terms from customers.

(b) Apply cost control measures to reduce
unnecessary expenditure.

(c) Actively pursuing buyers for realising the value
of the Group’s non core assets.

for the year ended 31 December 2013
HEZ-=F1+"A=1—-ALFE
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Notes to the Consolidated Financial Statements &5 B #3RRMzE

for the year ended 31 December 2013
BE_Z-—=H+"A=1+—-RALFE

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

On this basis, the directors are of the opinion that,
the Group will have sufficient working capital to
meet its financial obligations as they fall due in the
next twelve months from the date of this report.
Accordingly, the consolidated financial statements
have been prepared on a going concern basis.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”)

The Group has applied the following new and revised
HKFRSs issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) for the first
time in the current year.

Amendments to HKFRSs

AR EER (1B5TA)
Amendments to HKFRS 1
ERVBwEENE R UEEFTR)
Amendments to HKFRS 7

BB BHmEERE 757 (BETA)

Amendments to HKFRS 10,
HKFRS 11 and HKFRS 12

ERUBMEERFE 0% - BEFBHREER
A

FUREBBYIERELERE 1258 (BFTA)
HKFRS 10
BB EREERE 1058
HKFRS 11
BB R E RS 11 58
HKFRS 12
BB ISR ERE 1258
HKFRS 13

FRMBREERF 1357

HKAS 19 (as revised in 2011)
BEGHERIE 195 (ZF——FLE5])

HKAS 27 (as revised in 2011)
EBGERIE 27 97 (ZE——FL4EFT)

HKAS 28 (as revised in 2011)
BB GHERIF 285 (=T ——F&IEET)

Amendments to HKAS 1
EBSEIERIE 15 (BRI AN)
HK(IFRIC)-Int 20

5 (BRMERERERES) —B2BF 205

Changfeng Axle (Chinal Company Limited ® Annual Report 2013
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Consolidated Financial Statements, Joint
Arrangements and Disclosure of Interests
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Consolidated Financial Statements
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Joint Arrangements
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B R
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Notes to the Consolidated Financial Statements &5 B &R KM

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

Except as described below, the application of the
new and revised 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 on the disclosures set out in these
consolidated financial statements.

Amendments to HKFRS 7 Disclosures-
Offsetting Financial Assets and Financial
Liabilities

The Group has applied the amendments to HKFRS
7 Disclosures — Offsetting Financial Assets and
Financial Liabilities for the first time in the current
year. The amendments to HKFRS 7 require entities
to disclose information about:

a) recognised financial instruments that are set
off in accordance with HKAS 32 Financial
Instruments: Presentation; and

b) recognised financial instruments that are
subject to an enforceable master netting
agreement or similar agreement, irrespective of
whether the financial instruments are set off in
accordance with HKAS 32.

The amendments to HKFRS 7 have been applied
retrospectively. The application of the amendments
has had no material impact on the amounts reported
in the Group’s consolidated financial statements.

Impact of the application of HKFRS 12

HKFRS 12 is a new disclosure standard and
is applicable to entities that have interests in
subsidiaries, joint arrangements, associates and/
or unconsolidated structured entities. In general,
the application of HKFRS 12 has resulted in more
extensive disclosures in the consolidated financial
statements.

HKFRS 13 Fair Value Measurement

The Group has applied HKFRS 13 for the first time
in the current year. HKFRS 13 establishes a single
source of guidance for, and disclosures about, fair
value measurements. The scope of HKFRS 13 is
broad: the fair value measurement requirements of
HKFRS 13 apply 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 for share-based payment transactions that
are within the scope of HKFRS 2 Share-based
Payment, leasing transactions that are within the
scope of HKAS 17 Leases, and measurements that
have some similarities to fair value but are not fair
value (e.g. net realisable value for the purposes of
measuring inventories or value in use for impairment
assessment purposes).

3.

for the year ended 31 December 2013
HEZ-=F1+"A=1—-ALFE
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Notes to the Consolidated Financial Statements &5 B #3RRMzE

for the year ended 31 December 2013
BECER-—=H+-A=1+—-HLFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

HKFRS 13 defines the fair value of an asset as the
price that would be received to sell an asset (or paid
to transfer a liability, in the case of determining the
fair value of 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 13 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.

HKFRS 13 requires prospective application. In
accordance with the transitional provisions of HKFRS
18, the Group has not made any new disclosures
required by HKFRS 13 for the 2012 comparative
period. Other than the additional disclosures,
the application of HKFRS 13 has not had any
material impact on the amounts recognised in the
consolidated financial statements.

Amendments to HKAS 1 Presentation of ltems
of Other Comprehensive Income

The Group has applied the amendments to HKAS
1 Presentation of Items of Other Comprehensive
Income. Upon the adoption of the amendments to
HKAS 1, the Group’s ‘statement of comprehensive
income’ is renamed as the ‘statement of profit
or loss and other comprehensive income’.
Furthermore, 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 option to present items of other
comprehensive income either before tax or net of tax.
The amendments have been applied retrospectively.
Other than the above mentioned presentation
changes, the application of the amendments to
HKAS 1 does not result in any impact on profit
or loss, other comprehensive income and total
comprehensive income.

The application of the other 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 on the disclosures set
out in these consolidated financial statements.
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Notes to the Consolidated Financial Statements &5 B &R KM

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

New and revised HKFRS issued but not yet
effective

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

Amendments to HKFRSs
HEBYBREER (1BFTAX)

Amendments to HKFRSs
HEBPBERELER (1BFTA)

HKFRS 9
BAMBHEERE IR

Amendments to HKFRS 9
and HKFRS 7

BBV ERELERZE IR K
BAMBHREENE 7R (BFTA)

HKFRS 14

AR ELERFE 1457

Amendments to HKFRS 10,
HKFRS 12 and HKAS 27

BBMBHmELELE 109 - HATFREAER]
F12RRBEBEFTERE 27 5 (IB5]A)

Amendments to HKAS 19
HBSEERIE 195 (BE]AN)

Amendments to HKAS 32
BEREELE 325 (BT A)

Amendments to HKAS 36
BB G ERIZE 365 (BT A)
Amendments to HKAS 39

BB G ERIE 3998 (BT A)

HK(IFRIC)-Int 21

&6 (BRI BHRERERZES) —2EE 215

! Effective for annual periods beginning on or after 1
January 2014, with earlier application permitted.

2 Effective for annual periods beginning on or after 1 July
2014, with early application is permitted.

2 Available for application-the mandatory effective date will
be determined when the outstanding phases of HKFRS
9 are finalised.

i Effective for annual periods beginning on or after 1 July
2014, with limited exceptions.

g Effective for first annual HKFRS financial statements
beginning on or after 1 January 2016.

for the year ended 31 December 2013
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Notes to the Consolidated Financial Statements &5 B #3RRMzE

for the year ended 31 December 2013
BECER-—=H+-A=1+—-HLFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

Amendments to HKAS 36 Recoverable Amount
Disclosures for Non-Financial Assets

The amendments to HKAS 36 remove the
requirement to disclose the recoverable amount of
a cash generating unit (CGU) to which goodwill or
other intangible assets with indefinite useful lives had
been allocated when there has been no impairment
or reversal of impairment of the related CGU.
Furthermore, the amendments introduce additional
disclosure requirements regarding the fair value
hierarchy, key assumptions and valuation techniques
used when the recoverable amount of an asset or
CGU was determined based on its fair value less
costs of disposal.

The directors anticipate that the new or revised
HKFRSs, other than those set out above, will have
no material impact on the results and the financial
position of the Group.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards 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 of Hong Kong Limited and by the Hong
Kong Companies Ordinance.

The consolidated financial statements have been
prepared on the historical cost basis except for
certain financial instruments, that are measured at
fair values, as explained in accounting policies set out
below.

Historical cost is generally based on the fair value of
the consideration given in exchange for goods.

Fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly
transaction between market participants at the
measurement date, regardless of whether that price
is directly observable or estimated using another
valuation technique. In estimating the fair value of
an asset or a liability, the Group takes into account
the characteristics of the asset or liability if market
participants would take those characteristics into
account when pricing the asset or liability at the
measurement date. Fair value for measurement and/
or disclosure purposes in these consolidated financial
statements is determined on such a basis, except
for share-based payment transactions that are within
the scope of HKFRS 2, leasing transactions that are
within the scope of HKAS 17, and measurements
that have some similarities to fair value but are not
fair value, such as net realisable value in HKAS 2 or
value in use in HKAS 36.

Changfeng Axle (Chinal Company Limited ® Annual Report 2013
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Notes to the Consolidated Financial Statements &5 B #3RR MizE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

In addition, for financial reporting purposes, fair
value measurements are categorised into Level 1,
2 or 3 based on the degree to which the inputs
to the fair value measurements are observable
and the significance of the inputs to the fair value
measurement in its entirety, which are described as
follows:

o Level 1 inputs are quoted prices (unadjusted) in
active markets for identical assets or liabilities
that the entity can access at the measurement
date;

o Level 2 inputs are inputs, other than quoted
prices included within Level 1, that are
observable for the asset or liability, either
directly or indirectly; and

° Level 3 inputs are unobservable inputs for the
asset or liability.

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 and its subsidiaries.
Control is achieved when the Company:

o has power over the investee;

o is exposed, or has rights, to variable returns
from its involvement with the investee; and

° has the ability to use its power to affect its
returns.

The Group reassesses whether or not it controls
an investee if facts and circumstances indicate
that there are changes to one or more of the three
elements of control listed above.

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when
the Group loses control of the subsidiary. Specifically,
income and expenses of a subsidiary acquired
or disposed of during the year are included in the
consolidated statement of profit or loss and other
comprehensive income from the date the Group
gains control until the date when the Group ceases
to control the subsidiary.

for the year ended 31 December 2013
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Notes to the Consolidated Financial Statements &4

for the year ended 31 December 2013

BE

—E-=F+-A=1+—-HLEEFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Basis of consolidation (continued)

Profit or loss and each item of other comprehensive
income are attributed to the owners of the
Company and to the non-controlling interests. Total
comprehensive income of subsidiaries is attributed
to the owners of the Company and to the non-
controlling interests even if this results in the non-
controlling interests having a deficit balance.

When necessary, adjustments are made to the
financial statements of subsidiaries to bring their
accounting policies into line with the Group’s
accounting policies.

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full
on consolidation.

Non-current assets held for sale

Non-current assets and disposal groups are
classified as held for sale if their carrying amount will
be recovered principally through a sale transaction
rather than through continuing use. This condition
is regarded as met only when the asset (or disposal
group) is available for immediate sale in its present
condition subject only to terms that are usual and
customary for sales of such asset (or disposal group)
and its sale is highly probable. Management must be
committed to the sale, which should be expected to
qualify for recognition as a completed sale within one
year from the date of classification.

When the Group is committed to a sale plan involving
loss of control of a subsidiary, all of the assets and
liabilities of that subsidiary are classified as held for
sale when the criteria described above are met,
regardless of whether the Group will retain a non-
controlling interest in its former subsidiary after the
sale.

Non-current assets (and disposal groups) classified
as held for sale are measured at the lower of their
previous carrying amount and fair value less costs of
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 discounts and sales
related taxes.

Changfeng Axle (Chinal Company Limited ® Annual Report 2013
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Notes to the Consolidated Financial Statements &5 B #3RR MizE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Revenue recognition (continued)

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

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

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

° the amount of revenue can be measured
reliably;

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

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

Interest income from a financial asset is recognised
when it is probable that the economic benefits will
flow to the Group and the amount of income can be
measured reliably. Interest income 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,
except where another systematic basis is more
representative of the time pattern in which economic
benefits from the leased asset are consumed.

In the event that lease incentives are received to
enter into operating leases, such incentives are
recognised as a liability. The aggregate benefit of
incentives is recognised as a reduction of rental
expense on a straight-line basis, except where
another systematic basis is more representative of
the time pattern in which economic benefits from the
leased asset are consumed.

for the year ended 31 December 2013
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for the year ended 31 December 2013
BECER-—=H+-A=1+—-HLFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Leasing (continued)

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. When the
lease payments cannot be allocated reliably between
the land and building elements, the entire lease is
generally classified as a finance lease and accounted
for as property, plant and equipment.

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.

Changfeng Axle (China) Company Limited ® Annual Report 2013
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Notes to the Consolidated Financial Statements &5 B &R KM

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Borrowing costs

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

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

Government grants

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

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

Payments made to state-managed retirement
benefit scheme are recognised as an expense when
employees have rendered service entiting them to
the contributions.

for the year ended 31 December 2013
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for the year ended 31 December 2013
BECER-—=H+-A=1+—-HLFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Share-based payment transactions

Equity-settled share-based payment
transactions

Share award scheme

The fair value of services received determined by
reference to the fair value of shares awarded at the
grant date is expensed on a straight line basis over
the vesting period, with a corresponding increase in
awarded shares compensation reserve.

When trustee purchases the Company’s shares
from the open market, the consideration paid,
including any directly attributable incremental
costs, is presented as shares held under awarded
shares compensation scheme and deducted from
total equity. No gain or loss is recognized on the
transactions of the Company’s own shares.

When the trustee transfers the Company’s shares
to grantees upon vesting, the related costs of the
granted shares vested are reversed from shares
held under awarded shares compensation scheme.
Accordingly, the related expense of the granted
shares vested is reversed from awarded shares
compensation reserve. The difference arising from
such transfer is debited/credited to accumulated
profits.

When the share awards are forfeited, the
amount previously recognised in awarded shares
compensation reserve will be transferred to
accumulated profits.

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
profit or loss and other comprehensive income
because of income or expense that are taxable or
deductible in other years and 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
(CONTINUED)

Taxation (continued)

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
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 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.
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Notes to the Consolidated Financial Statements &5 B #3RRMzE

for the year ended 31 December 2013
BECER-—=H+-A=1+—-HLFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Taxation (continued)

Current and deferred tax are recognised in profit
or loss, except when it relates to items that are
recognised in other comprehensive income or directly
in equity, in which case, the current and deferred tax
are also recognised in other comprehensive income
or directly in equity respectively. Where current tax
or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the
accounting for the business combination.

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
subsequent accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost
of items of assets 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 the reporting period, with
the effect of any changes in estimate accounted for
on a prospective basis.

Properties in the course of construction for
production, supply or administrative purposes are
carried at cost, less any recognised impairment loss.
Costs include professional fees and, for qualifying
assets, borrowing costs capitalised in accordance
with the Group’s accounting policy. Such properties
are classified to the appropriate categories 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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Notes to the Consolidated Financial Statements &5 B #3RR MizE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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:

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

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

° the ability to use or sell the intangible asset;

° 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

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

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.

Impairment on tangible assets and intangible
assets other than goodwill

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. When 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.
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Notes to the Consolidated Financial Statements &4

for the year ended 31 December 2013

BE

—E-=F+-A=1+—-HLEEFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Impairment on tangible assets and intangible
assets other than goodwill (continued)
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.

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

Inventories

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

Provisions

Provisions are recognised when the Group has a
present obligation as a result of a past event, and it is
probable that the Group will be required to settle that
obligation, and a reliable estimate can be made of
the amount of the obligation.

The amount recognised as a provision is 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. When 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 of
the time value of money is material).
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Notes to the Consolidated Financial Statements &5 B #3RR MizE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments

Financial assets and liabilities are recognised 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 directly
attributable to the acquisition or issue of financial
assets and liabilities (other than financial assets or
financial liabilities at 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. Transaction costs directly
attributable to the acquisition of financial assets or
financial liabilities at fair value through profit or loss
are recognised immediately in profit or loss.

Financial assets

Financial assets are classified into financial assets at
fair value through profit or loss (“FVTPL”), and 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 debt instrument
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 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 debt instrument,
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.

Financial asset at FVTPL

Financial assets at FVTPL has two subcategories,
including financial assets held for trading and those
designated as at FVTPL on initial recognition.
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Notes to the Consolidated Financial Statements &5 B #3R R MizE

for the year ended 31 December 2013
BECZR-—=F+-A=1+—-HLFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (continued)
Financial assets (continued)

Financial asset at FVTPL (continued)
A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose
of selling in the near term; or

° it is a part of a portfolio of identified financial
instruments that the Group manages together
and has a recent actual pattern of short-term
profit-taking; or

o it is a derivative that is not designated and
effective as a hedging instrument.

Financial assets at FVTPL are stated at fair value,
with any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss
recognised in profit or loss includes any dividend
or interest earned on the financial assets and is
included in the ‘other gains and losses’ line item in
the consolidated statement of profit or loss and other
comprehensive income.

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
receivables, bills receivable, other receivables, and
bank balances and cash) are measured at amortised
cost using the effective interest method, less any
identified impairment losses.

Interest income is recognised by applying the
effective interest rate, except for short-term
receivables where the recognition of interest would
be immaterial.

Impairment of financial assets

Financial assets are assessed for indicators of
impairment at the end of each 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 financial assets have been affected.
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Notes to the Consolidated Financial Statements &5 B #3R R MizE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (continued)
Financial assets (continued)

For other financial assets, objective evidence of
impairment could include:

° significant financial difficulty of the issuer or
counterparty; or

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

° it becoming probable that the borrower will
enter bankruptcy or financial re-organisation.

For certain categories of financial assets, such as
trade receivables, assets that are assessed not to
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 asset’s original effective
interest rate.

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

For financial assets measured at amortised cost, if, in
a subsequent period, the amount of the impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment
loss was recognised, the previously recognised
impairment loss is reversed through profit or loss to
the extent that the carrying amount of the asset at
the date the impairment is reversed does not exceed
what the amortised cost would have been had the
impairment not been recognised.
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for the year ended 31 December 2013
BECZR-—=H+-A=1+—-HLFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (continued)

Financial liabilities and equity instruments
Financial liabilities and equity instruments issued by
the Group 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 Group 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.

Interest expense is recognised on an effective
interest basis.

Other financial liabilities

Other financial liabilities including trade and other
payables and borrowings 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. If the
Group neither transfers nor retains substantially all
the risks and rewards of ownership and continues to
control the transferred asset, the Group continues
to recognise the asset to the extent of its continuing
involvement and recognises an associated liability.
If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset,
the Group continues to recognise the financial asset
and also recognises a collateralised borrowing for the
proceeds received.
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Notes to the Consolidated Financial Statements &4

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (continued)

Financial liabilities and equity instruments
(continued)

Derecognition (continued)

On derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum
of the consideration received and receivable and the
cumulative gain or loss that had been recognised in
other comprehensive income and accumulated in
equity is recognised in profit or loss.

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

KEY SOURCES OF ESTIMATION
UNCERTAINTY

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

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period
in which the estimate is revised if the revision affects
only that period, or in the period of the revision and
future periods if the revision affects both current and
future periods.
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for the year ended 31 December 2013
BECZR-—=H+-A=1+—-HLFE

5. KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

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)

Estimated impairment of property,

plant and equipment and prepaid lease
payments

Whenever certain events or changes in
circumstances indicate that the carrying
amount of property, plant and equipment
and prepaid lease payments may not be
recoverable. The directors conducted
an impairment review by comparing its
recoverable amount (higher of value in use
and fair value less costs to sell) to the carrying
amount on the property, plant and equipment
related to the group’s production. When the
recoverable amount is determined based
on the value in use calculation, the value-in-
use calculation is determined based on the
expected future cash flows arising from the
usage of these assets discounted by a suitable
discount rate. Where the future cash flow are
less than expected, a material impairment
loss may arise. As at 31 December 2013, no
further impairment loss is recognised (2012:
Impairment of RMB136,000,000) in respect
of properties, plant and equipment and
prepaid lease payments related to the group’s
production as disclosed in note 17.

For the property, plant and equipment and
prepaid lease payments not for use in group’s
production, and/or held for sale, the directors
conducted an impairment review by comparing
its net realisable value less cost to sell to the
carrying amount. As at 31 December 2013,
the Group recognised an impairment loss
amounting to approximately RMB52,133,000
and RMB30,332,000 in respect of property,
plant and equipment and prepaid lease
payments that are not for use in group’s
production, respectively.

Changfeng Axle (China) Company Limited ® Annual Report 2013
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KEY SOURCES OF ESTIMATION 5. M TRERZZZERR(H)

UNCERTAINTY (CONTINUED)

Key sources of estimation uncertainty AT REREEZERR (&)

(continued)

(b) Estimated impairment of trade receivables (b) EZEWRIENMGIRE
When there is objective evidence of impairment HEEREEENSEEE  AEESEEX
loss, the Group takes into consideration the KRB REMFT c HEBEBSENLZEERE
estimation of future cash flows. The amount ELBAGFTRRRASRE(TRERAEE
of the impairment loss is measured as the HARREEIBER) XS EENFERKERF =X
difference between the asset’s carrying amount (BN SRS E M B FI R ) 3738 3R &
and the present value of estimated future cash ZHENEREE B eEERBEENES
flows (excluding future credit losses that have FEWRIER BRES o MEBFRARRBSREDNTE
not been incurred) discounted at the financial By - B EAENREEE - R_ZE—=F
asset’s original effective interest rate (i.e. TZA=+—RH  BSEWRIBENEREE (X
the effective interest rate computed at initial FEEE A R # 89,600,000 7T K 28 I (B &
recognition), together with the consideration BREER) O AEAREA177,077,000 7T (FAERIR
of subsequent settlement and the aging EE518 A R#283,035,0007T) (=T — 4 :
of the trade receivables. Where the actual AR #255,397,0007C + HERIBEEEARE
future cash flows are less than expected, a 197,643,000 7T) °

material impairment loss may arise. As at 31
December 2013, the carrying amount of trade
receivables is approximately RMB177,077,000
(net of impairment loss of RMB283,035,000)
(2012: RMB255,397,000 net of impairment
loss of RMB197,643,000), after an additional
impairment loss of RMB89,600,000 has been
provided during the year.

(c) Impairment of inventories (c) HFERME
The Group records inventories at the lower of A& Bl ANk A 23R FHE (AREE B2E) i
cost and net realisable value. Net realisable GFEAK - IR FEATENMTEEBRE
value is the estimated selling price for T SER A AR BETTEH E FT S IR AN ©

inventories, less all the estimated costs of
completion and costs necessary to make the

sales.

Operational procedures have been in place AR ASBERE KNSR EEE S I EE
to monitor the risk as a significant proportion FE  FAE ST 2 ERE R AERIERERE - 1R
of the Group’s working capital is devoted to BERr EEREECHMMETEEMRTFEER
inventories. Procedure-wise, the management BE o LRI BRREREE B A REE KA
reviews the inventory aging listing on a AR E - BENARTESERITER
regular basis for those aged inventories. This RMEAIBRE ROBHE B ELBE - BELRE
involves comparison of carrying value of the ErHEMETENEIRFEE  EEEHER
aged inventory items with the respective net TRSMEFENERAIZREE -

realisable value. The purpose is to ascertain
whether allowance is required to be made
in the financial statements for any obsolete
and slow-moving items. Although the Group
carried periodic review on the net realisable
value of inventory, the actual realisable value
of inventory is not known until the sales take
place.

WREE(FRE)BRAR = 2013 F R
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

Key sources of estimation uncertainty
(continued)

(d) 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 during
the financial year. 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.
Warranty provision has been included in trade
and other payables with carrying amount of
approximately RMB1,071,000 at 31 December
2013 (2012: RMB1,065,000).

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 maximizing the return to shareholders
through optimization 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 bank and other borrowings
disclosed in note 26, net of cash and cash
equivalents and equity attributable to owners of
the Company, comprising issued share capital and
reserves.

The directors of the Group review the capital
structure periodically. As part of this review, the
directors consider the cost of capital and the risks
associated with each class of capital. Based on
recommendations of the directors, the Group will
balance its overall capital structure through the
payment of dividends, new share issues and share
buy backs as well as the issue of new debt or the
redemption of existing debt.

Changfeng Axle (Chinal Company Limited ® Annual Report 2013
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7. FINANCIAL INSTRUMENTS 7. E@TA
(a) Categories of financial instruments (@) =@mMIAFR
Carrying amount
REE
Financial 2013 2012
instrument —E—-= %
classification RMB’000 RMB’000
EMIEDSE AR®T R ARBT T
Financial assets
EREE
Trade and other receivables Loans and receivables
B 5 & E A ERGRIA B K FEWRIE 184,657 268,710
Bills receivables Loans and reoelvables
e B % FEWR 87,449 108,818
Bank balances and cash Loans and reoelvables
IRITHER IR E B K FEWGRIE 57,902 61,872
Held for trading investments Held for trading
investments
REEEKRE RIEEEKRE - 20,000
330,008 459,400
Financial liabilities
=R
Trade and other payables* At amortised cost
B 5 R Foth R IE * TREH R AR 209,019 121,982
Borrowings At amortised cost
(EEN TREH R AR 464,167 498,560
673,186 620,542
* Excluded advances from customers, warranty * TEEREELHIEL - EGHRIE - BT HERE

accrual, other tax payables and accruals.

HHA -
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7. FINANCIAL INSTRUMENTS (CONTINUED)

(b)

(c)

Financial risk management objectives and
policies

The Group’s major financial instruments include
trade and other receivables, cash and bank
balances, held for trading investments, trade
and other payables, and borrowings. Details of
the financial instruments are disclosed in the
respective notes. The risks associated with
these financial instruments included market
risk (currency risk, interest rate risk and other
price 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.

Currency risk

Certain bank balances of the Group are
denominated in foreign currencies. The Group
currently does not have a foreign currency
hedging policy. However, the management
monitors foreign exchange exposure and will
consider hedging significant foreign currency
exposure should the need arise.

The carrying amounts of the Group’s foreign
currency denominated monetary assets at the
end of the reporting period are as follows:

E(ESD;
B (ExTl)

United States dollars (“US$”)
Hong Kong dollars (‘HK$”)

Changfeng Axle (Chinal Company Limited ® Annual Report 2013
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B mk
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Assets
BE

2013 2012
—E—= —E——F
RMB’000 RMB’000
AR®T R AREFIT
114 3,642
1,949 1,518
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7. FINANCIAL INSTRUMENTS (CONTINUED)

(c)

Currency risk (continued)

Sensitivity analysis

The following table details the Group’s
sensitivity to a 5% (2012: 2%) appreciation and
depreciation in RMB, the functional currency
of the respective group entities, against the
relevant foreign currencies for the year ended
31 December 2013 and 2012. The sensitivity
rate represents management’s assessment
of the reasonably possible change in foreign
exchange rates with reference to historical
fluctuation of foreign exchange rates during
the year. The sensitivity analysis includes only
outstanding foreign currency denominated
monetary items and adjusts their translation
at 31 December 2013 and 2012 for a
corresponding change in foreign currencies
rates. A negative number below indicates an
increase in post-tax loss for the year ended
31 December 2013 and 2012 where RMB
strengthens against the relevant currencies.
For a weakening of RMB against the relevant
currencies, there would be an equal and
opposite impact on the post-tax loss for the
year ended 31 December 2013 and 2012.

Us$ ETT
HK$ BT

for the year ended 31 December 2013
HEZ-=F1+"A=1—-ALFE

7. ERTAGE

(c)

B mk (%)

BREDN
TRFNHE T =FR T ——F+=A
=+—HLEFE  AEERHAREAEREE
5% (ZZF——F : 2% ) T - SEEER
TN RE & H S AR INEE FHE R BR BRI BURE o
ZHRRMEEEREL2EFNATEREE
HHMEE R4 IR ENE L BREE - SURE DT
ERBEARBINETENEREE  TR=2F
—=FR_E-——E+-A=+—HHEZFHK
B INSIERIBEEEEL AR - LT A5
™ MARBEEBESHE  AAIR=2F—=
ER_FE——F+-A=+—HNOKRHREER
e ARBHBEEERENS @ HEHR
—E—=FER-T——FF+_A=+—HoKk
T sEnNTYEERRAR

2013 2012
—E—= —E——F
RMB’000 RMB’000
AR®T R AREFIT
(6) (58)

(91) (28)
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7.

FINANCIAL INSTRUMENTS (CONTINUED)

(d)

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 bank balances.

The Group’s borrowings have fixed interest
rates and therefore, are subjected to fair value
interest rate risk.

Sensitivity analysis

The following analysis is prepared assuming the
bank balances outstanding at the end of the
reporting period remain the same for the whole
year and all other variables were held constant.
A 25 basis point (2012: 25 basis points)
increase or decrease is used when reporting
interest rate risk internally to key management
personnel and represents management’s
assessment of the reasonably possible change
in interest rates.

For those bank balances with an interest rate of
0.001% per annum, the analysis below reflects
the sensitivity that the interest rate may drop
to 0%. The pre-tax loss for both years would
decrease/(increase) as follows:

25 basis points higher
25 basis points lower

The Group monitors interest rate exposure and
will consider hedging significant interest rate
exposure should the need arise.

Changfeng Axle (Chinal Company Limited ® Annual Report 2013
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7. FINANCIAL INSTRUMENTS (CONTINUED)

(e)

()

Other price risk
The Group has no exposure to other price risk
at the end of the reporting period.

For the year ended 31 December 2012, the
Group was exposed to other price risk through
its held for trading investments (as disclosed
in note 19). If the price of the held for trading
investments had been 5% higher/lower, the
Group’s loss would decrease/increase by
approximately RMB1,000,000 as a result of
the changes in fair value of held for trading
investments.

Credit risk

Credit risk is the risk of an unexpected loss if a
customer or third party to a financial asset fails
to meet its contractual obligations.

The Group has concentration of credit risk
as 12.5% (2012: 18.6%) and 35.8% (2012:
41.5%) of the total trade receivables was due
from the Group’s largest customer and the five
largest customers respectively. The Group also
has concentration of credit risk by geographical
location as trade and bills receivable comprise
various debtors which are located in the PRC.

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

The Group set up a committee (“Committee”)
to focus on the settlement of the trade
receivables in September 2011 due to the
downturn of economy. The Committee
regularly reviewed, on the recoverability of trade
receivables (including regularly communicate
with individual debtor, held internal meeting to
discuss and analysis the status on individual
debtor, and seek for lawyer review on the
status of debtor with financial or operational
problems). Based on the nature of customers,
the Committee classified the customers to
different portfolios for analysis. The works
of Committee included understanding of
background, financial strength, sales and
repayment of each portfolio.

for the year ended 31 December 2013
HEZ-=F1+"A=1—-ALFE
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7.

FINANCIAL INSTRUMENTS (CONTINUED)

()

(9)

Credit risk (continued)

As at 31 December 2013, the Group
had trade receivables amounted to
RMB460,112,000 (2012: RMB453,040,000)
before impairment loss of RMB283,035,000
(2012: RMB197,643,000). It was noted by
the Committee that some of the debtors had
financial problems and the recoverability of
these receivables were low, and a report
was prepared by the Committee suggesting
a provision of RMB89,600,000 (2012:
RMB154,892,000) based on an analysis of
the recoverability by customer portfolio. The
analysis was based on the present value of
estimated future cash flows discounted at
individual debtors original effective interest rate,
together with the subsequent settlement and
aging of individual debtors.

The board of directors has reviewed the
report of the Committee and considered
the provision suggested is adequate but not
excessive and the remaining trade receivables
at 31 December 2013 of RMB177,077,000
(after impairment loss of RMB283,035,000) is
collectable.

The board of directors considered the credit
risk of the bills receivables and liquid funds is
limited because the majority of counterparties
are reputable state-owned banks located in the
PRC.

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

Liquidity risk

In the management of the liquidity risk, the
Group closely monitors the utilisation of
bank and other borrowings, its cash position
resulting from its operations and maintains a
level of cash and cash equivalents to finance
the Group’s operation and mitigate the effects
of fluctuations in cash flows.

Changfeng Axle (Chinal Company Limited ® Annual Report 2013
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7. FINANCIAL INSTRUMENTS (CONTINUED) 7. SRIA(E)
Liquidity risk (continued) (9) HEMEREESR ()
The Group relies on bank borrowings as AEEGRIBTEEEAEIERDES KR
a significant source of liquidity. As at 31 RZE—=F+"A=+—H "EENEH
December 2013, the Group has short- RITIERBE B AR 464,167,000 T (==
term bank loan facilities of approximately —=F+=-A=+—H :498,560,0007T) ° &
RMB464,167,000 (31 December 2013: IEFAHIFE 26 °
RMB498,560,000). Details of which are set out
in note 26.
The following table details the Group’s TRAMR - ZE—=FF_FT——F+_-H
remaining contractual maturity for its financial =+—H FTEESHABENHRTE LD HE
liabilities as at 31 December 2013 and 2012. IR o N3 JHIRIE AR SE B A] ge i BN A &%
The table has been drawn up based on the FHHAREENEHABBENARMRESRER
undiscounted cash flows of financial liabilities o W RRARFEFEFNEREACIRSRE °
based on the earliest date on which the Group
can be required to pay. The table includes both
interest and principal cash flows.
Liquidity and interest risk table REMRFIE R R
Weighted Total
average Within 3 months undiscounted Carrying
interest rate 3 months to 1year cash flows amount
il =Rz BRER
FiF% =fEAm —£ RemE REE
% RMB’000 RMB’000 RMB’000 RMB’000
Zil AREFT ARETT AREFT ARETT
2013 —g-=%
Trade and other payables B REMERNTIE - 174,154 34,865 209,019 209,019
Borrowings fE 6.12 215,828 259,716 475,544 464,167
389,982 294,581 684,563 673,186
2012 —g-CF
Trade and other payables B o REMER A - 86,946 35,036 121,982 121,082
Borrowings B 6.78 202,084 289,055 491,139 498,560
289,030 324,091 613,121 620,542
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7.

FINANCIAL INSTRUMENTS (CONTINUED)

(h)

Fair value

The fair value of other financial assets and
financial liabilities (excluding derivative
instruments) is determined in accordance with
generally accepted pricing models based on
discounted cash flow analysis or using prices
from observable current market transactions.

For held for trading investments, the fair value
is determined with reference to price quoted by
the bank (Level 3).

The directors of the Company consider that
the carrying amounts of financial assets and
financial liabilities recorded at amortised
cost in the consolidated financial statements
approximate their fair values.

Fair value measurements recognised in
the consolidated statements of financial
position

The following table provides an analysis
of financial instruments that are measured
subsequent to initial recognition at fair value,
grouped into Levels 1 to 3 based on the
degree to which the fair value is observable.

° Level 1 fair value measurements are
those derived from quoted prices
(unadjusted) in active markets for
identical assets or liabilities.

° Level 2 fair value measurements are
those derived from inputs other than
quoted prices included within Level 1 that
are observable for the asset or liability,
either directly (i.e. as prices) or indirectly
(i.e. derived from prices).

° Level 3 fair value measurements are
those derived from valuation techniques
that include inputs for the asset or liability
that are not based on observable market
data (unobservable inputs).

Changfeng Axle (China) Company Limited ® Annual Report 2013
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7. FINANCIAL INSTRUMENTS (CONTINUED)

(h)

Fair value (continued)

Recognition of level 3 fair value
measurement of held for trading

investments

At 1 January 2012 n=

Purchases BE

At 31 December 2012 RIE—Z4F
and 1 January 2013 r=ZF—=

Settlements wE

At 31 December 2013

8. REVENUE AND SEGMENT INFORMATION

(a)

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

The Group has three reportable operating
segments as follows:

o OEM and related market — manufacturing
and selling of axle assemblies and axle
components to heavy duty truck and
middle duty truck manufacturers and
other assembly manufacturers.

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

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

for the year ended 31 December 2013
HEZ-=F1+"A=1—-ALFE

£RTIA (&)

(h)

DFE (8])

FFEERERFI=ZDAFEHEZER

RMB’000
ARETT

20,000

20,000
(20,000)

WA K2 #BE #

(a)

SEEDBAHESR
e 3R 5 AR oA RN R 8 B AR
EFRLNABLLY)  HEIEARREEEY
EREANEFTHENADELRRHER
R EBARHER -

AEBBEEAT =EAREELES

e OEMEMEEMS-—RAERRERFIR
BRUER R EMAKSERSEREE
TR R ERTERE

s HEME-HEMKTHHEERTH
1 R A AR Ak AR (& 12 BR 75

o JIEREEREE-R_T-=FRiKH
B A HTEE 7 B2 5 S S B T AP
R BREE R HE -

WREE(FRE)BRAR = 2013 F R
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for the year ended 31 December 2013
BE_Z-—=H+"A=1+—-RALFE

8. REVENUE AND SEGMENT INFORMATION 8. WARDHER ()
(CONTINUED)
(b) Segment revenue and results (a) 2BBRAREE
Segment revenue Segment results
AHBA AHEE
2013 2012 2013 2012
—E-=F —E-F —E-=% —E-fF
RMB’000 RMB'000 RMB’000 RMB'000
ARETR ARBTTL ARETR ARBTTL
OEM and related market OEM RAREE M 172,769 264,493 29,726 45,134
Aftermarket #igmn 222,864 239,348 34,035 43,195
Train and railway business DIE R £ 34,162 = 9,119 =
External revenue/segment result SN /5 S48 429,795 503,841 72,880 88,329
Other income (expense) and HiA (2 R
other gains and losses HipRREE 2,573 (54,391)
Selling and distribution expenses  $HE kA HEY (25,656) (28,194)
Research and development e
expenditure (23,988) (70,236)
Administrative expenses THHEZ (68,204) (64,872)
Impairment loss on trade BN IERE
receivables (note) B () (89,600) (154,892)
Impairment loss recognised in 0% - BERE
respect of property, plant ERZREER
and equipment (52,133) (136,000)
Impairment loss recognised in BARETE ERR
respect of prepaid lease FESE
payments (30,332) -
Reversal of impairment loss PEARENEBENDE
recognised in respect of property, R Rkl 2 EREAHE
plant and equipment classified as B &
assets classified as held for sale 19,602 -
Finance costs HERR (32,552) (39,379)
Loss before tax BERIEE (227,410) (459,635)
Taxation A (645) (1,109)
Loss and total comprehensive FREBREERS AR
expense for the year (228,055) (460,738)

Changfeng Axle (Chinal Company Limited ® Annual Report 2013




8.

Notes to the Consolidated Financial Statements &4

REVENUE AND SEGMENT INFORMATION
(CONTINUED)

(b)

(c)

Segment revenue and results (continued)
Revenue reported above represents revenue
generated from external customers. There was
no inter-segment sales during the year.

The accounting policies of the operating
segments are the same as the Group’s
accounting policies described in note 4.
Segment results represent the gross profit of
each operating segment. This is the measure
reported to the directors of the Company
for the purposes of resources allocation and
performance assessment.

Note: The amount consisted of an impairment loss on
trade receivables for the OEM and related market
of RMB31,112,000 (2012: RMB34,820,000)
and trade receivables for aftermarket of
RMB58,488,000 (2012: RMB120,072,000).

Segment assets

OEM and related market OEM K A8 5
Aftermarket HEH 5

Train and railway business | B8 K% S5 B ZE 7S
Total of all segments BN &R
Unallocated Ao
Consolidated assets HREBE

Segment assets represent trade receivables.

Segment liabilities are not presented as
liabilities are generally incurred for all operating
segments and not presented to the directors
for performance assessment and resource
allocation.

8.

TR R M EE

for the year ended 31 December 2013
BE-Z-—=Ft-A=1t—HLFE

WA R D EER (F])

(b)

Hrat

(c)

DEBRA A (F)
A EFTERE MM AR R BIMBE P RS
FALED FPEHE -

BORH ST RRENT4 MR AEES
quEkﬁ?fHH c DERAIBEELEDHNER -
RN REREHERAEMAARTEEH
HEETEIAR -

L RN EIER OEM RGBS % 1) & 2 EH SR B (B 5 1R

A B 31,112,0007T (= F— =4 : A K #34,820,000
T ) RIRHEANE T 5 19 B S [EY 3 BN B 58,488,000 7T

(=F—= : AR 120,072,000T) °
DEPEE
Assets
EE

2013 2012
—E-=F T4
RMB’000 RMB’000
AR®T ARBTIT
83,643 71,992
93,434 183,405
177,077 255,397
1,404,504 1,509,474
1,581,581 1,764,871

DEVEERE S RUGR

mMRAEEES - RTEELRERTER
é%wﬁ%ﬁ.ﬂﬁ&ﬁﬁ P2 - WAE27

WREE(FRE)BRAR = 2013 F R
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for the year ended 31 December 2013
BE_Z-—=H+"A=1+—-RALFE

8. REVENUE AND SEGMENT INFORMATION 8. WARZHEHR (&)
(CONTINUED)

(d) Geographical information (d) HiFHER
The Group principally operates in the AEEF BN (ZENBA R EMRZR)
PRC (country of domicile of the operating BB o ANEBEMAERBEEIMNFE o

subsidiaries). All non-current assets of the
Group are located in the PRC.

The Group’s revenue from external customers AEBERBIBEEFHWALEBERF
are attributed to the PRC of RMB395,633,000 (AN R ¥395,633,0007T ) Mk 78 i ( A R #&
and Russia of RMB34,162,000. 34,162,0007T) °

() Information about major customers e) BHEXrEEFHER
Revenue from customers of the corresponding REFEMBERIRARAEEEHEZEB 10%
years contributing over 10% of the total sales ZEFPWT

of the Group are as follows:

2013 2012

—=2—= —FT——F

RMB’000 RMB’000

AR%T T AREBT T

Customer A' EPA 51,617  N/A2 @2

Customer B! XF B 47,460  N/A2 @2

1 Revenue from OEM and related market i K E OEM R TT5 I A °

2 The corresponding revenue did not contribute 2 TEEUGA J7 K BB 5 B 4B S 5B 10% ©

over 10% of the total sales of the Group.

9. OTHER INCOME (EXPENSE) AND OTHER 9. A (B%)BEMKEEER
GAINS AND LOSSES
2013 2012
—B-=F —E—_F
RMB’000 RMB’000
ARBT R ARBTT
Government grant (note) BRI, (B eE) 6,255 6,176
Income from suppliers on defects claim & & & f& R FE R (E H A 3,869 1,590
Bank interest income RITALEUHA 216 749
Gain (loss) from disposal of HEMZE  BE REHER
property, plant and equipment Wzs (E518) 580 (12,794)
Net foreign exchange loss b 5 518 558 (522) (51)
Sale of scrap materials S R R (7,176) (55,167)
Others Eh (649) 5,106
2,573 (54,391)
Note: Grants primarily represented incentives received from Biet - ZZ 250+ 50T B I A B BRI M 500 - A5
local authorities by the group entities as encouragement BN EH EFREEE o 32 IR (ERI I 7S 5 1 - 7B HY
of its business development. These grants are A TN B A B B J B (o] R R o

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

Changfeng Axle (Chinal Company Limited ® Annual Report 2013




10.

11.

Notes to the Consolidated Financial Statements &5 B &R KM

RESEARCH AND DEVELOPMENT 10.
EXPENDITURE
For the year ended 31 December 2012, the
balance includes an amount of approximately
RMB60,000,000 in relation to the trial production and
quality test on the production of train bolster, train
side frame and related train components for Russia
railway project. Sales to the Russia railway project
commenced in 2013.
FINANCE COSTS 11.
Interest on: AR EIBRIFLE
Bank borrowings wholly repayable R EFRBE
within five years EERMIRITER
Other borrowings wholly repayable R EFRBE
within five years B EAMEK

for the year ended 31 December 2013
HEZ-=F1+"A=1—-ALFE

W<

BHE-_T——S+-_A=1+—RILEE &8
—%#) A R ¥ 60,000,000 7T K FRIE - B (R A H 8 K
B E MM EEL RS ERZIAKRBEIESIR
REREECSAAEHE BENEKEBEEHEDS
R-T—=4FF14 -

L9
2013 2012
—=2—= —FT——4F
RMB’000 RMB’000
AR®T T ARETTT
31,675 38,365
877 1,014
32,552 39,379

WREE(FRE)BRAR = 2013 F R
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for the year ended 31 December 2013
BE_Z-—=H+"A=1+—-RALFE

88
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12. LOSS BEFORE TAX 12. BREFIER
Loss before tax has been arrived at after charging: MREIRTEIB DI ¢
2013 2012
—E-=F —T——fF
RMB’000 RMB’000
AR¥ETR ARBTT
Employee benefits expenses EERMNAZ (AREES) :
(including directors):
— salaries and other benefits — e hEMET 64,332 62,599
— retirement benefit scheme contributions — — R IKIER 521 3% 8,238 7,478
Total staff costs (included RMB43,712,000  #8 T (AR 43,712,000 7T
(2012: RMB41,962,000) in cost of sales, (Z2—=F : AR™41,962,0007T)
RMB2,904,000 (2012: RMB3,906,000) BETHERAR + AR 2,904,0007T
in selling and distribution expenses, (Z2—=F : AR™3,906,0007T) €14
RMB2,498,000 (2012: RMB1,140,000) TEHEESHERZA - AR 2,498,0007T
in research and development expenditure, ~ (ZZ—=% : AR 1,140,0007T) B4
and RMB23,456,000 ERERSA - R AR 23,456,000 7T
(2012: RMB23,069,000) (ZF—=F : AR¥23,069,0007T)
in administrative expenses) BREETHRZA) 72,570 70,077
Depreciation of property, plant and W% - BEREERE
equipment 38,214 36,604
Release of prepaid lease payments BEEAHERER 6,436 6,236
Auditors’ remuneration Z RN 1,562 1,582
Cost of inventories recognised as expenses R AR ZFERAK
—included in cost of sales —BEEHEERER 353,904 413,128
—included in research and development - BEERERTA
expenditure 15,217 68,761
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for the year ended 31 December 2013
HEZ-=F1+"A=1—-ALFE

INCOME TAX EXPENSE 13. FTBFHAX
2013 2012
—=2—= —FT——F
RMB’000 RMB’000
AR®TR AREFIT

Tax expense comprises: MR B4 :

Current tax expense BIEAFR TE B 2 1,862 137
Overprovision in prior year BAEFEBERE (1,449) -
Deferred taxation (note 20) IEAERIA (Fi5E20) 232 966
645 1,103

The income tax expense for the year represents the
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 years ended
31 December 2013 and 2012.

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. (“Kaifeng
Changfeng”) and Longyan Shengfeng Machinery
Manufacturing Co., Ltd. (“Longyan Shengfeng”),
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 2010 to 2012
according to the PRC Tax Law.

During the year, the application for renewal had been
granted on 26 June 2013 and 5 September 2013,
for Kaifeng Changfeng and Longyan Shengfeng,
respectively, for the period from 2013 to 2015.

FRAEHRASZIERRECEMSH  ZHETRR
BHE_ZT—=FRk-_ZF—-F+-HA=1T—HILF
B RAEBENEEETENERGMAZRITHE
25% &t o

RN BER 2B SREM AL R AR HER SR o

R-E—ZFEFNA+RHBER-_ZE—ZFTF+A-1+N
H AARMEE2ENBARHAIGLEERERA
AI([AHGE]) REEEREEBEEFR AR (5
ERED)OFES (SRt E] FE A=
FRBEREBE  WEETERATGERESR
W —E—BER T — —F | R ER15% 8 E
BRE o

TR RAHBUREARYR-F-=FE_F
RSP DY S SEL S RER A
R=F-=FAATAEE -

WREE(FRE)BRAR = 2013 F R
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for the year ended 31 December 2013
BE_Z-—=H+"A=1+—-RALFE

13.

INCOME TAX EXPENSE (CONTINUED)

The tax charge for the year can be reconciled to the
loss before tax per consolidated statement of profit
or loss and other comprehensive income as follows:

Loss before tax BRA% A ESIE

Tax at the domestic income
tax rate of 25%

Tax effect of expenses not deductible
for tax purpose

Tax effect of deductible temporary
difference not recognised

Tax effect of tax losses not recognised A FE R F1 B &5 18 HY B 75
BEHENH G E
B FEREERE

Tax effect of preferential tax rate
Overprovision in prior year

Under the New Tax Law, withholding tax is
imposed on dividends declared in respect of
profits earned by the PRC subsidiaries from 1
January 2008 onwards. Deferred taxation has not
been provided for in the consolidated financial
statements in respect of temporary differences
attributable to accumulated distributable profits of
the PRC subsidiaries amounting to approximately
RMB197,917,000 and RMB300,414,000 for the year
ended at 31 December 2013 and 2012 respectively,
as the Company is able to control the timing of the
reversal of temporary differences and it is probable
the temporary differences will not reverse in the
foreseeable future.

As at 31 December 2013, the Group had deductible
temporary difference of RMB283,035,000 (2012:
RMB197,643,000) attributable to the impairment
loss on trade receivables. No deferred tax asset
has been recognised in relation to such deductible
temporary difference as, in the opinion of directors,
the utilisation of such temporary difference is remote.

Changfeng Axle (Chinal Company Limited ® Annual Report 2013

13.

Fr&wHiRs ()

FABRRARGEA B R E M2 SR BB AT
EEEERIT ¢

BAEDEMEHE 25% B THIA
THHBRRA RS E

AERANMBE R EEENRBEE

2013 2012
—E—= —E——F

RMB’000 RMB’000

ARETT ARETIT

(227,410) (459,635)

(56,853) (114,909)

20,950 36,838

22,393 38,723

o 21,294 40,451
(5,690) =

(1,449) =

645 1,103

BEFHE BT N\F—A—BRHEPEHKN
B AR FTHRER A B E R AR B UK TEHFL - B
AN A &) A 422 ) B () B B 1 =B ASRS  BE R
EZRA BT R A LAFRER - Al REs
MBREABERBE =GR _FT—_F
T A=+ BULEFERBRTEKNBAR R
B IREF D B A AR ¥ 197,917,000 7T & A R #
300,414,000 JTAYE B 14 Z R VB IR E R TR 1845 -

RWR-ZE—=F+_"A=+—"H0 XAEBEERZ
5 B U FR I8 BB B 18 T &= A AY AT F0BR E B 1 = 28
A AR ¥B28303500(—F——_F: ARK
197,643,0007T) - AR EERAFRZEERIEE
BMMTHEMY AT EEEZEA MR ERIEESE
RIEEFI B S EC R
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for the year ended 31 December 2013
BE-Z-—=Ft-A=1t—HLFE

14. DIRECTORS’ AND EMPLOYEES’ 14. EERESHMH
EMOLUMENTS
(a) Directors’ and chief executive’s (a) EBERBSTHRAENME
emoluments
The emoluments of the directors and the chief EE NI B RtRZES T

executive on a name basis are as follows:
For the year ended 31 December 2013 BE=—ZE—=5+-A=+—HLEE

Other emoluments

HihEi <
Retirement
Salaries benefits
and other scheme Total
Fees benefits contributions emoluments
Fek ERER
e HiE R R H <
RMB’000 RMB’000 RMB’000 RMB’000

ARBF R AR®TR ARBFR ARBFT

Wong Kwai Mo* TR~ - 1,245 12 1,257
Wu Ching* HREE " - 1,245 12 1,257
Lai Feng Cai* FEIBLF - 600 17 617
Dong Ying, Dorothy ] - - - -
Zhu Wei Zhou RIEEM - 81 - 81
Li Xiu Qing eSS - 81 - 81
Chong Ching Hei s - 81 - 81

- 3,333 41 3,374

WREE(FRE)BRAR = 2013 F R




Notes to the Consolidated Financial Statements &5 B #3RRMzE

for the year ended 31 December 2013
BE_Z-—=H+"A=1+—-RALFE

14. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (CONTINUED)

(@) Directors’ and chief executive’s
emoluments (Continued)

For the year ended 31 December 2012

Wong Kwai Mo* FHER
Wu Ching* TR
Lai Feng Cai* FERF
Dong Ying, Dorothy e
Zhu Wei Zhou REM
Li Xiu Qing eSS
Chong Ching Hei HeE

*

Executive directors

14. EEZERESHFH (E)
(a) EERBRSTHRAENEE (E)
HE_Z——F+-A=+—HILHFE
Other emoluments
HAbE<
Retirement
Salaries benefits
and other scheme Total
Fees benefits contributions emoluments
ek RIRAEA
He E AR F FTEIHK RN
RMB’000 RMB’000 RMB’000 RMB’000
AREFIT ARETIT AREFIT ARETIT
- 1,261 22 1,283
- 1,261 22 1,283
- 126 5 131
- 78 - 78
- 78 - 78
- 78 - 78
- 2,882 49 2,931
* HITEEF

Lai Feng Cai is also the Chief Executive of the
Company and his emoluments disclosed above
include those for services rendered by him as

the Chief Executive.

None of the directors waived any emoluments
during the years ended 31 December 2013 and

2012.

Changfeng Axle (Chinal Company Limited ® Annual Report 2013
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14. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (CONTINUED)
(b) Employees’ emoluments
During the year ended 31 December 2013, of
the five individuals with the highest emoluments
in the Group, three (2012: three) were directors
of the Company whose emoluments are
included in the disclosures in note (a) above.
The emoluments of the five individuals are as
follows:

e L HAbE R
BRI

Salaries and other benefits
Contributions to retirement
benefits scheme

Their emoluments were within the following
bands:

14.

for the year ended 31 December 2013
HEZ-=F1+"A=1—-ALFE

EEkEEHMH(E)

b) EEEME
RNEgEz—F—=F+-_A=+—HItEE ' &
EERAZEEHFALTHR  ERA=F(ZF—=
F:ZR)BARRES  HEHMR LS
TEQWE  ZABATHMEHT :

2013 2012
—E—= —E——F
RMB’000 RMB’000
AR®T R AREFIT
4,463 3,829

69 64

4,532 3,893

BEOMEN T THE -

No. of individuals

BEAE
2013 2012
—E-=F —T——F
Nil to HK$1,000,000 £ % 1,000,000 7 (FBSHL
(equivalents to approximately T3 AR#ET797,0007T)
Nil to RMB797,900) 2 2
HK$1,000,001 to HK$1,500,000 1,000,001 772 1,500,000 7 7T
(equivalents to approximately (BEERH AR 797,901 L=
RMB797,901 to RMB1,196,850) AR#1,196,8507T) 1 1
HK$1,500,001 to HK$2,000,000 1,500,001 & 7L £ 2,000,000 7T
(equivalents to RMB1,196,851 (FBERHARK 1,196,851 7T
to RMB1,595,800) 2= AR¥1,595,8007T) 2 2

During both years, no emoluments were paid
by the Group to the five highest paid individuals
(including directors and employees) as an
inducement to join or upon joining the Group or
as compensation for loss of office.

REZMF  ARERERNLRESFAL(E
REENEES) NS AERMAZI AL
SER ) RE) BB E

WREE(FRE)BRAR = 2013 F R
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for the year ended 31 December 2013
BE_Z-—=H+"A=1+—-RALFE

15.

16.

LOSS PER SHARE

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

Loss for the purposes of
basic loss per share

Loss for the year attributable to
owners of the Company

Number of shares REE
Number of ordinary shares for the

purposes of basic loss per share [E518

No diluted loss per share is presented as the
Company did not have any potential ordinary shares
in issue during both years or at the end of each
reporting period.

DIVIDENDS
No dividend was paid or declared by the Company

during the years ended 31 December 2013 and
2012.

Changfeng Axle (Chinal Company Limited ® Annual Report 2013

15.

BE - BREANEE

EEREE —ERER

16.

BRER

ARRHEE ANEEERERNBRIREATBE

=5

ARBRE ABIEFAEER

2013 2012
—=2—= —FT——F
RMB’000 RMB’000
AR®T T ARETTT
(208,245) (459,351)
2013 2012

—E—=F —E—_F

800,000,000 800,000,000

BT 5 M (8 F [ 30 & s FAR AN A B AL
BEDBRTEBRR  RUEZ25|SEEEESE -

IRE

AKARREBEE-_E— =K ——-F1+=8
=—t+—HIFEMELNHEREMAES -
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for the year ended 31 December 2013
HEZ-=F1+"A=1—-ALFE

17. PROPERTY, PLANT AND EQUIPMENT 17. Y% - BMERRE
Furniture,
Motor fixture and Construction
Buildings vehicles  equipment Machinery in progress Total
- B
BT RE k& e HEIR CH

RMBOOO ~ RMBOOD  RMBOOD  RMBOOD  RMBO00  RMBIO0D
ARBTE  ARBTR  ARETRE  ARRTR  ARETR  ARRTR

cosT A
At 31 December 2011 and RZE—4E+ZA=+-H

1 January 2012 k=E-—F-F—H 222,359 6,159 5,563 325,397 137,850 697,328
Additions RE 39,973 183 924 37,996 72,130 151,206
Transfer &2 85,463 - 50 41,429 (126,942) -
Disposal & - - - (14,155) - (14,155)
At 31 December 2012 and RZE-ZF+ZA=+-H

1 January 2013 k=5-=%-F-H 347,795 6,342 6,537 390,667 83,038 834,379
Additions RE 13,308 306 702 51,301 34,942 100,559
Transfer g3 54,928 - 5 52,988 (107,921) -
Reclassified as held for sale ENABARELE ()

(note 24) (15,452) - (459) (111,330) - (127,241)
Disposal e (10,000) - - - - (10,000)
At 31 December 2013 RZE-—=F+-A=1-H 390,579 6,648 6,785 383,626 10,059 797,697
ACCUMULATED DEPRECIATION ZiHTERHE

AND IMPAIRMENT
At 31 December 2011 and RZE—4E+ZA=+-H

1 January 2012 k=E-—F-F—H 22,803 1,376 2,144 58,530 - 84,853
Provided for the year Enkfe 7974 962 869 26,799 - 36,604
Impairment loss recognised RERPRRNAESSE

in profit or loss 53,027 106 499 82,368 - 136,000
Disposal e - - - (1,254) - (1,254)
At 31 December 2012 and RZE-ZF+ZA=+-H

1 January 2013 k=5-=%-F-H 83,804 2,444 3512 166,443 - 256,203
Provided for the year R 10,877 956 873 26,008 - 38,214
Impairment loss recognised RESTHRNRESR

in profit or loss 15,709 - 290 36,134 - 52,133
Reversal of impairment loss RERRRZREFERE

recognised in profit or loss (7,100) - - (12,502) - (19,602)
Reclassified as held for sale ENABARELE ()

(note 24) (7,432) - (129) (44,878) - (62,433
Disposal mE (855) - - - - (855)
At 31 December 2013 RZE—=F+-A=1-H 94,503 3,400 4,562 171,206 - 273,660
CARRYING VALUES BREE
At 31 December 2013 RIE-ZFT-A=1-H 296,076 3,048 2,033 212,421 10,089 524,037
At 31 December 2012 RZE-—ZF+ZA=+-H 263,991 3,898 3,025 224,224 83,038 578,176

WREE(FRE)BRAR = 2013 F R
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for the year ended 31 December 2013

BE

17.

—E-=F+-A=1+—-HLEEFE

PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

The above items of property, plant and equipment,
other than construction in progress, are depreciated
on straight-line basis at the following rates after
taking into account residual values:

Buildings Over the shorter of the
term of lease, or 4.5%

Motor vehicles 18%

Furniture, fixture and equipment ~ 18%

Machinery 9%

The Group has pledged certain buildings to secure
general banking facilities grant to the Group at the
end of each reporting period as detailed in note 26.

During the year ended 31 December 2013, the
Group had entered into a conditional agreement
in respect of disposal of its entire equity interest in
a wholly owned subsidiary, Fujian Changfeng Axle
Manufacturing Co., Ltd (“Fujian Changfeng”) and
a sales agreement in respect of disposal of certain
machineries in a non-wholly owned subsidiary,
Changfeng Gear Manufacturing Co., Ltd (“Changfeng
Gear”), which is planned for manufacture and
sales of gear. Relevant assets with carrying
amount of RMB13,706,000 (net of impairment
of RMB19,602,000) and RMB41,500,000 (net of
impairment of RMB20,974,000) for Fujian Changfeng
and Changfeng Gear, respectively, had been
classified as assets classified held for sale. Details are
set out in note 24.

In addition, as the Group had terminated its plan
on manufacturing and sales of gear, the remaining
machineries in Changfeng Gear (excluding certain
machinery held for sale at RMB41,500,000
mentioned above), with carrying amount of
RMB15,449,000 are fully impaired as of 31
December 2013.

Changfeng Axle (Chinal Company Limited ® Annual Report 2013
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= - ARFBEIIKE24 -
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Notes to the Consolidated Financial Statements &4

PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

For certain non-core leasehold land and building
premises remain inactive as of 31 December 2013,
recoverable amounts of the relevant assets have
been determined on the basis of net realisable
value less cost to sell with reference to the valuation
report issued by an independent valuer-Roma
Appraisals Limited, by reference to recent market
price of respective building. The independent valuer
has adopted the direct comparison approach
assuming sale of property in its existing state by
making reference to comparable sales transactions
as available in the relevant market. Impairment loss
of RMB5,008,000 and RMB10,701,000 on building
premises had been recognised for Changfeng Gear
and Sichuan Changfeng, and impairment loss of
RMB30,332,000 on leasehold land for Sichuan
Changfeng, respectively.

In relation to the fixed assets related to the Group’s
current production, 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-Peak Vision
Appraisals Limited, 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 12.10% (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 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
31 December 2013 and hence no further impairment
loss is recognised for the year ended 31 December
2013 (2012: impairment loss of RMB136,000,000
as 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 on which the property,
plant and equipment used for the Group’s current
production is situated and concluded no impairment
on prepaid lease payments is required.

17.

TR R M EE

for the year ended 31 December 2013
BE-Z-—=Ft-A=1t—HLFE

Y% - BB R ()

MR E—=F+_A=+—HIIBEENSE TIFZ
DHELTREFYENS  HEEEZTREDE
B2 ERBY HEMESEETEEREA ﬂw@%
ZEpIEF 2 AHEME) HE 2 (HERSHE - A&
IFERMEHER A2 EEETE - B GEMERE
BUEE  BMEMEUBRRRIEE  2BF0™m
SR AN ELBRMNEER S - Lt &) 85
W2EFMERE HRIERARE 5,008,000 T AR
#10,701,000 L ZBEBEELRFLE)I|GLE 2 HEL
HHEA AR 30,332,000 7T 2 R EE 18 °

MEAEERBEERBZETEEMNS ' A2

SEUHAEEYE  BERKIERENHEEREE
TRERR - BIE— 2B (HEMSETFIEERD
RIHAZHERS  HEEEZ T RESEEIZRE
FARAITIRZE1210% (=2 ——4F : 13.25%)stEH
FARBEET - Z:TEAXNERAEEEREER]
AERERFPSTER 2B S RIER - max 2R 250
ZBRERNEREEHBEERNERAFERERKEZ
BEEEREN - FREEFEZETERIER S
A R At Al BREBEEHEEELEF > Z
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EFfEBEAEREE ARBE_T—=F1+_A
=+ HILEFEWEE iﬂﬁﬁ%%? -

F OREER AR 136,000,0007T © R HEEEE
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Notes to the Consolidated Financial Statements &5 B #3RRMzE

for the year ended 31 December 2013
BE_Z-—=H+"A=1+—-RALFE

18. PREPAID LEASE PAYMENTS

RMB’000

AREFIT

At 1 January 2012 R-ZE——F—H— 300,939

Additions NE 9,263

Released to profit or loss 2 S Y i=Fy (6,236)
At 31 December 2012 and R_E——F+-_A=+—H

1 January 2013 r=F—=4F —H 303,966
Additions NE 7,217
Reclassified as held for sale ENHEAFELE (MiiE24)

(note 24) (6,783)
Released to profit or loss BRI (6,436)
Impairment loss recognised B R AR (E 518

in profit or loss (80,332)
At 31 December 2013 RZZE—=F+=-A=+—H (268,632)

2013 2012
—E—=F —E——F
RMB’000 RMB’000

Analysed for reporting purpose: FLERER B MDA
Current assets mENEE
Non-current assets IEREEE

At 31 December 2013, the Group’s prepaid lease
payments comprise medium-term lease leasehold
land located in PRC.

Prepaid lease payments are released to profit or loss
over the lease terms ranging from 45 to 50 years.

The Group is in the process of obtaining the land
use right certificate of a parcel of land included in
prepaid lease payments with carrying amount of
approximately RMB7,217,000 at 31 December 2013
(2012: RMB4,009,000).

For the details of the impairment assessment of the
leasehold land refer to note 17.
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AR¥TR ARETTT

6,241 6,236
262,391 297,730
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R-F—=Ft+-A=+—8 AEEWNENEE
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Notes to the Consolidated Financial Statements &5 B &R KM

19. HELD FOR TRADING INVESTMENTS

20.

Wealth management products RO EE G

The amount represents units subscribed in the
wealth management products managed by a
financial institution in the PRC.

The return of the investment fund is based on the
yield as quoted by the financial institution.

The fair value is measured at the subscription price
provided by the financial institution at the end of the
reporting period.

The investment was redeemed for cash in January
20183 at RMB20 million.

DEFERRED TAX

The following are the major deferred tax liabilities
(assets) recognised and movement thereon during
the years ended 31 December 2013 and 2012:

At 1 January 2012 R_ZE——F—H—H
(Credit) charge to B A
profit or loss

At 31 December 2012 n=
and 1 January 2013 &

(Credit) charge to Rigzh
profit or loss

At 31 December 2013 R_E—=F+_A=1+—

19.

20.

for the year ended 31 December 2013
HEZ-=F1+"A=1—-ALFE

BFIEEERE
2013 2012
—E—= —E——F
RMB’000 RMB’000
AR®T R AREFIT
- 20,000

ZERERABETE-—ReRBBEEECEMEMRL
B o

RERES ZOHIENSRMBIIR Y -

RHETZE S BEEN RS AARARMS 2 RBER

8o
ZREBRN_T—=F—AUBRZARK208E8
JTHEM o

IR AER IR

NTAERRANETEREREAE (BE) RERE
E-FE—=ER-_T——HF+-_A=+—HILFEE

Revaluation
of identifiable Unrealised
assets and profit for
liabilities inventories Total
EAA R FEREH
EERERE T ) &5t
RMB’000 RMB’000 RMB’000
ARBT T ARETTT ARBT T
848 (1,851) (1,003)
(83) 999 966
815 (852) (87)
(35) 267 232
780 (585) 195

WREE(FRE)BRAR = 2013 F R




Notes to the Consolidated Financial Statements &5 B #3RRMzE

for the year ended 31 December 2013
BE_Z-—=H+"A=1+—-RALFE

20.

DEFERRED TAX (CONTINUED)

The revaluation of the prepaid lease payments,
buildings, machinery, motor vehicles, furniture,
fixtures and equipment and inventories arose from
the acquisition of a subsidiary, Longyan Shengfeng in
prior years.

No deferred tax asset has been recognised in
respect of the tax losses principally attributable to
subsidiaries in the PRC due to the unpredictability
of future profit streams. The tax losses of the PRC
subsidiaries can be carried forward for five years.

As at 31 December 2013, the Group had deductible
temporary difference of RMB283,035,000 (2012:
RMB197,643,000) attributable to the impairment
loss on trade receivables. No deferred tax asset
has been recognised in relation to such deductible
temporary difference as, in the opinion of directors,
the utilisation of such temporary difference is remote.
No deferred tax asset has been recognised.

The Group has no other significant unprovided
deferred tax for the years ended 31 December 2013
and 2012.

The Group had unrecognised tax losses as follows:

Expiry date gLl =!

2014 —E—OF
2015 —E—RF
2016 —E—RF
2017 —E—+tF
2018 —ZT—)\F

Changfeng Axle (Chinal Company Limited ® Annual Report 2013

20.

ERER A ()

BNHEENRER  BF  #a5 = G - KER
REARFENEGRABEFERE—HHBER

AHERY -

REERREN T ENEARNRERSEY ERERE
EHIBREE - BRARRENNTAIFERME - HEH
BARMREBE SENF -

R-FB—=F+_A=+—H0 XKEHEERES
U RBEREBEEMEEN A NREREZEAR
# 283,085,000 L( ZZF—=4F : AR# 197,643,000
7)) AREERAEAZFERIEZENAIEIEMN
FEM - Bt W EpLZF A MR R ZRERE
EFRIREE - BIBRAREHBEE

REZE-_TE—=FF-_ZT——F+-_A=+—HIt
FE  AEBREEMEARBERELTTHE -

AEEHEA O RERHAERNOT -

2013 2012
—E—= —E——F
RMB’000 RMB’000
AR®TR AREFIT
958 958

3,679 3,679
15,736 15,736
161,804 161,804
77,146 -
259,323 182,177




21.

22.

Notes to the Consolidated Financial Statements &5 B &R KM

INVENTORIES

Raw materials BEAE
Work-in-progress EREL
Finished goods S5 M

TRADE, BILLS AND OTHER RECEIVABLES

Trade and other receivables comprise the following:

Trade receivables
Less: impairment loss on
trade receivables

B 2 MR

Bills receivable N EE
Other receivables HAbfEUGRIA
Advances to suppliers ) (L FE P EA K
Prepaid expenses AR

VAT-in recoverable
Total trade and other receivables

At the end of the reporting period, trade receivables
with outstanding amount of RMB29,409,000 (2012:
RMB58,369,000) have been factored to certain
banks. The Group continues to present the factored
trade receivables as trade receivables until maturity.

At the end of the reporting period, bills receivable
with outstanding amount of RMB65,114,000 (2012:
RMB55,266,000) have been endorsed to certain
creditors. The Group continues to present the
endorsed bills as bills receivable until maturity.

The Group allows an average credit period of 90-
120 days to its trade customers. The aging analysis
of trade receivables and bills receivable is presented
based on the invoice date at the end of the reporting
period.

IEER —AKE

21.

22.

B 5 MM R IAREE

for the year ended 31 December 2013
HEZ-=F1+"A=1—-ALFE

B B SRR EE R

7E
2013 2012
—=2—= —FT——F
RMB’000 RMB’000
AR®T T ARETTT
109,845 119,150
51,677 86,796
78,822 72,787
240,344 278,733
B RWFE - BREERHtERRIE
B 5 REMBRKIEBRENTEIE :
2013 2012
—=2—= —FT——4F
RMB’000 RMB’000
AR®T T ARETTT
460,112 453,040
(283,035) (197,643)
177,077 255,397
87,449 108,818
7,580 18,313
94,711 88,783
1,942 1,978
36,275 32,460
405,034 500,749

REEHR REEEZFRKRINEBEARYE
29,409,0007T (ZF——%F : ARE#¥58,369,0007T)
BETHRITKAEER - REBEBEKRIZE Z R
FIEZIAEZERRFREEZIHA /L -

REmER - REEEKREEZARK65,114,000
T(ZZ——4F: AR¥55266,000T)EEEZFH
THER AEEEEBEEEZRE27ARIE
BEEZIHB AL -

AEEMEESEFPIRHIE120RHTIHEE -
B 5 EUGIA M R R A BR ik D T IR IR s 2B
RHBEZEHZT -

WREE(FRE)BRAR = 2013 F R
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for the year ended 31 December 2013
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22. TRADE, BILLS AND OTHER RECEIVABLES 22, EZEWRUE - BREBRHEMERE (&)

(CONTINUED)

The aging of trade receivables (net of impairment REZAH(EZEaRAERBEES) 2HNES
loss on trade receivables) is presented based on J?Euﬁz KIE (B8 ZEWFIERERER) ERR DT
the invoice date, which approximated the respective T

revenue recognition date as follows:

2013 2012
—E—= —E——F
RMB’000 RMB’000
AR®T T ARETT
0 to 90 days 0Z=90H 81,660 100,367
91 to 120 days 912120H 18,148 11,242
121 to 180 days 1212180 H 33,238 40,937
180 to 365 days 180% 365 H 41,463 72,889
Over 365 days 365 BLA E 2,568 29,962
177,077 255,397

The aging of bills receivable is as follows: JEWNEE BRSO MT
2013 2012
—E—= —E——F
RMB’000 RMB’000
AR®T T ARETT
0 to 90 days 0=90H 73,507 91,670
91 to 120 days 912120H 7,070 8,698
121 to 180 days 1212180 H 6,872 8,450
87,449 108,818

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

In determining the recoverability of a trade receivable,
a committee of the Group (“the Committee”), that is
responsible for understanding background, financial
strength, sales and repayment ability of each debtor,
regularly reviewed recoverability of trade receivables
(including regularly communicating with individual
debtor, holding internal meeting to discuss and
analyse the status of each individual debtor, and
seeking for lawyer review on the status of debtor
with financial or operational problems). Based on the
nature of customers, the Committee classified the
customers to different portfolios for analysis.

Changfeng Axle (Chinal Company Limited ® Annual Report 2013
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Notes to the Consolidated Financial Statements &5 B &R KM

TRADE, BILLS AND OTHER RECEIVABLES
(CONTINUED)

[t was noted by the Committee that some of the
debtors had financial problems and the recoverability
of these receivables were low, and a report was
prepared by the Committee suggesting a provision of
RMB283,035,000 (2012: RMB197,643,000) based
on an analysis of the recoverability by customer
portfolio. The analysis was based on the present
value of estimated future cash flows discounted
at individual debtors original effective interest rate,
together with the subsequent settlement and
aging of individual debtors. The board of directors
has reviewed the report of the Committee and
considered the provision suggested is adequate but
not excessive.

Included in the Group’s trade receivables
balances are debtors with aggregate carrying
amount of approximately RMB95,417,000 and
RMB155,030,000 at 31 December 2013 and 2012,
respectively, which are past due for which the Group
has not provided for impairment loss as continuous
business relationship and subsequent settlement of
RMB?20,982,000 is noted from those debtors and the
remaining amounts are still considered recoverable
based on historical experience.

Aging of trade receivables which are past due but not
impaired:

91 to 120 days 912120H
121 to 180 days 1212180 H
181 to 365 days 1812365 H
Over 365 days 365 H A £

22,

for the year ended 31 December 2013
HEZ-=F1+"A=1—-ALFE

EZRWKIEA - BRREREEYKE (&)

ZRESRERSEBATEN B HEBZFTRYK
EERKEEEN  BEZESEREMRS  REZ
BEFASHAIEIMEZ AT ZRIFLBEAR
#283,085,000L( = ZF—=4 : AR# 197,643,000
7T) ° AT HERERER ARRER M RIFIRE
AEARRRERRERL - St REREE RERER
ABBRE - EZQCEHZEQNRE  RRER
BE/FTEMAZES

AN BE ZRERGIELEGAN T —=ZF =
T —F4+ A=+ HAFEEEIRHOARE
95,417,000 7t &2 A R #% 155,030,000 JTHY & I BR X -
ZERUERE A AR RZEEEAGER
1B S5 B R K 18 AU A R 5 20,982,000 7T K AR 1
WAL B TREMNEAEATRE - Bt © A&E
BN AR B2 SR EE R B R R -

ERERRENE 5 RUGIAREK DT -

2013 2012
—E—= —E——F
RMB’000 RMB’000
ARETT ARETIT
18,148 11,242
33,238 40,937
41,463 72,889
2,568 29,962
95,417 155,030

WREE(FRE)BRAR = 2013 F R
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for the year ended 31 December 2013
BE_Z-—=F+"A=1+—-RALFE

22. TRADE, BILLS AND OTHER RECEIVABLES

22, EZRWHE  BUREEREAMERKE (&)

(CONTINUED)
Movement in the impairment loss on trade B S EWFIEREEENEE
receivables
2013 2012
—=2—= —E—_fF
RMB’000 RMB’000
AR%T T ARBT T
1 January —H—H 197,643 48,700
Impairment loss recognised FEMFIE 2 B iR EE B
on receivables 89,600 154,892
Amounts recovered during the year FRE W EFKIE (4,208) (5,949)
31 December +=ZA=+—H 283,035 197,643

22A. TRANSFER OF FINANCIAL ASSETS

The following were the Group’s financial assets as at
31 December 2013 and 2012 that were transferred
to banks or suppliers by factoring or discounting
those receivables on a full recourse basis. As the
Group has not transferred the significant risks and
rewards relating to these receivables, it continues to
recognise the full carrying amount of the receivables
and has recognised the cash received on the transfer
as a secured borrowing (see note 26) or trade
payables, respectively. These financial assets are
carried at amortised cost in the Group’s consolidated
statement of financial position.

As at 31 December 2013

Carrying amount of EZAEREE
transferred assets

Carrying amount of HEaEREE
associated liabilities

Net position FHEE

Changfeng Axle (Chinal Company Limited ® Annual Report 2013

2N BEETEMEE

UWTAASER-_TE—=FKk=_T——F+=A
“t+t—HNSRMEE  NEBRREZABRELEZE
AR WA MR TR EREE - AR
CSETEEREZERVFERBZEARRLE
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RN EZ R ETIER A IR © 2 RIfE AR B E (R
7126) KB FIE - 2S5 e MEERNAEBLRA TS
AR R IR P AN ABR o

R-B-—=%+=-A=t—H

Trade Bills
receivables receivables
factored to endorsed to
banks with suppliers with
full recourse full recourse Total

BE2H BREEER
BEREBRTR BREEEE

BHE R EREE RN EE @3t
RMB’000 RMB’000 RMB’000
ARBTR ARBFR ARBFR
29,409 65,114 94,523

(26,467) (65,114) (91,581)

2,042 - 2,042




Notes to the Consolidated Financial Statements &5 B ®R M

22A. TRANSFER OF FINANCIAL ASSETS
(CONTINUED)

23.

24,

As at 31 December 2012

Carrying amount of EEREEREE
transferred assets

Carrying amount of B A EREE
associated liabilities

Net position FHEE

BANK BALANCES AND CASH

Bank and cash of the Group comprise bank balance
and cash. The deposits carry interest rate ranging
from 0.01% to 3.85% (2012: 0.01% to 4.75%).

ASSETS CLASSIFIED AS HELD FOR SALE

(@)

On 16 December 2013, the Group
entered into a conditional agreement with
an independent third party in respect of
disposal of its entire equity interest in Fujian
Changfeng in an aggregate cash consideration
of RMB56,000,000. Fujian Changfeng is
established in the PRC and is engaged in
manufacture and sale of axle and related
business, and remained inactive as of the date
of the agreement. Deposit of RMB28,000,000
had been received as of 31 December 2013.

The assets attributable to Fujian Changfeng,
which are expected to be sold within twelve
months from the end of the reporting period,
have been classified as “assets classified as
held for sale” and are presented separately in
the consolidated statement of financial position
(see below).

for the year ended 31 December 2013
HEZ-—=F1+"A=1—-ALFE

2N BESREE (H)

23.

24,

RZE——F+=ZA=+—H
Trade Bills
receivables receivables
factored to endorsed to
banks with suppliers with
full recourse full recourse Total
B2H BREHEBR
BRMARITIR RftEEEE
EHE 5 UGRIE R ER faEt
RMB’000 RMB’000 RMB’000
AREFT ARBFT AREFT
58,369 55,266 113,635
(561,560) (55,266) (106,826)
6,809 - 6,309
RITHBRES

AEEBRTEAMREBERITERRIIRS - %F
FIENF0.01% E3.85% HF| KRB (T — —F:
0.01% & 4.75%) °

TERFELERE

(@

RZE—=F+"A+"8 ' A&EERHEE
RiERGE s 2 EREE L E =B K
T - B3RS RE R AR 56,000,000 7T °
BRGENP R FMAY - RERERIHES
BREEER RiphaEEEG e EE
e HE-_T—=Ft+-_A=+—HZWEIZ
% AR # 28,000,000 7T °

BEGERGEEE(ARSRNBEH<ER
T_EARLE)EDER [P ERFELE
BE| IRNGEMBHGRAKRANBILZS (AT
X)) e

WREE (R BRAR = 2013 F5Hk
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for the year ended 31 December 2013
BE_Z-—=F+"A=1+—-RALFE

24. ASSETS CLASSIFIED AS HELD FOR SALE
(CONTINUED)

(@)

(continued)

The net proceeds of disposal exceed the net
carrying amount of the relevant assets and
liabilities and accordingly, no impairment loss
has been recognised.

The major classes of assets of Fujian
Changfeng classified as held for sale are as
follows:

Property, plant and equipment
(note 17)

Prepaid lease payments (note 18) JAfTE&RRIE (FiFE18)

24,

Assets classified as held for sale DA IEHERE

On 27 December 2013, the Group entered
into sales agreement in respect of disposal
of certain machineries at net consideration
of RMB 41,500,000. As the net carrying
amount of the relevant assets is higher than
the net proceeds of disposal, RMB20,974,000
impairment loss has been recognised in profit
and loss.
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25. TRADE, BILLS AND OTHER PAYABLES

Trade and other payables comprise the following:

Trade payables = AN
Bills payables ENZE
Advances from customers REBFRIB

Payables for property, plant
and equipment

Deposit receipt for disposal
of a subsidiary

Payroll and welfare payables JERT T E R AEH
Warranty provision (note) IRIERHE (B EE)
Other accruals H b FERT /I
Other tax payable HAbpERTHIE
Other payables HAb B FRIA

Note: Movement of warranty provision is as follows:

At 1 January 2012
Additional provision in the year
Utilisation of provision

F RN
BREE

At 31 December 2012 and

1 January 2013 —T—=%—H—H
Additional provision in the year FNFEINE
Utilisation of provision By REE

At 31 December 2013

At 31 December 2013 and 2012, the warranty provision
represents management’s best estimate of the Group’s
liability under 6-month warranty granted on products,
based on prior experience and industry practice for
defective products.

RZZE—=—F—A—H

25.

RZE—=F+=-A=+—H

for the year ended 31 December 2013
HEZ-—=F1+"A=1—-ALFE

BEZRNRIEA  ENRERAEMSKE

B 5 MEMENFIARIENTRIA

M - BB R R BN TR

HE— B R RNERRS

2013 2012
—E—= —E——F
RMB’000 RMB’000
ARET T ARETIT
58,880 44 927
65,115 55,266
123,995 100,193
13,772 12,997
40,752 7,155
28,000 -
7,262 7,761
1,071 1,065
14,762 20,586
5,295 8,935
8,807 6,873
243,716 165,565

Biet - (RICRBHIZ BT -

Warranty provision
RISEE

RMB’000
ARETT

1,088
8,194
(8,217)

RZE——F+-A=+—HK

1,065
8,931
(8,925)

1,071

Ro-B—ZFR —F——Ff+ - F=+—H  RIEZEEEE
B #1 7N 25 (B 5t E odn FE (R 19 7N 18] A AR 1S BT 7R HE B B (F B R A1
AT WL BIFACER R B B IG EE d T TR E AR E

WREE(FRE)BRAR = 2013 F R
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for the year ended 31 December 2013
BE_Z-—=F+"A=1+—-RALFE

25. TRADE, BILLS AND OTHER PAYABLES
(CONTINUED)

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

Within 30 days 30BA

31 to 60 days 31260H
61 to 90 days 61Z290H
91 to 180 days 91 &180H
181 to 365 days 181 £ 365 H

Trade payables and bills payables principally
comprise amounts outstanding for purchase of
goods. The credit period for purchase of goods is
between 30 to 180 days.

The aging of bills payable is as follows:

Within 30 days 30BA

31 to 60 days 31260H
61 to 90 days 61Z290H
91 to 180 days 91 &180H

Changfeng Axle (Chinal Company Limited ® Annual Report 2013

25.

EZRMNRE  BNREREMEMSKE (&)

UTRRERERRNESEAFAZERAHZE

51 BORRER DA

2013 2012
—E-= —E——F
RMB’000 RMB’000
AR®T R AREFIT
19,888 16,790
8,657 3,491
8,072 3,057
10,628 11,250
11,635 10,339
58,880 44,927

BHORNFRBENENERIZERERBEERS
- BEEMNEERNFI0E180H -

FENSEIRARE DA T

2013 2012
—E—= —E——F
RMB’000 RMB’000
ARET T ARETIT
16,204 10,810
13,754 13,760
22,555 17,249
12,602 13,447
65,115 55,266
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for the year ended 31 December 2013
HEZ-—=F1+"A=1—-ALFE

26. BORROWINGS 26. A
2013 2012
—E2—= —T——F
RMB’000 RMB’000
AR%T T AREBT T
Bank borrowings RITHEK 451,167 485,560
Other borrowings HAbERK 13,000 13,000
464,167 498,560
Unsecured g 68,000 78,000
Secured HIEHA 396,167 420,560
464,167 498,560
Carrying amount repayable: FEEERAE :
Within one year R—FR 464,167 498,560
Less: Amount due within one year B AR —FRNERNSE
shown under current liabilities (RRBAEZES) (464,167) (498,560)
Amount shown under FERBBEEBE TSR
non-current liabilities - -
All borrowings are denominated in RMB, carry fixed FrBBREAAREE - UEEFEFTERRR
interest rates and shown under current liabilities. HEBERT -
The ranges of effective interest rates (which are also AEBEROERMNE(EMBESERELHFE) 2 &
equal to contractual interest rates) on the Group’s NN
borrowings are as follows:
2013 2012
—E-=F —E—_F
Fixed-rate borrowings TERMER 5.5%-7.872% 5.88%-7.872%
per annum per annum
FR= FH=

WREE(FRE)BRAR = 2013 F R
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26. BORROWINGS (CONTINUED) 26. AR (&)
The Group has pledged certain assets to secure AREFBDIEBETEEUNMEARAEERHAIET
banking facilities granted to the Group. The carrying REMER  BERENEENERENDT !
values of the assets pledged are as follows:
2013 2012
—E—= —E——F
RMB’000 RMB’000
AR®T R AREBT T
Buildings B¥ 91,638 96,773
Machinery H#2s 37,500 44,829
Land use rights T e 52,010 84,225
Trade receivables B 5 EWGRIA 29,409 58,369
210,557 284,196
27. SHARE CAPITAL 27. B
Number
of shares Amount
BB &8
US$'000
FET
Ordinary shares of the United States TR A EIREEO0.01 37T
dollars (‘US$”) US$0.01 each (r=Exl)
Authorised: BE ¢
At 31 December 2012, R-ZE——F+-_A=+—H -
1 January 2013 and —ET—=%—H—H
31 December 2013 E=Z—=5+="HA=+—H 5,000,000,000 50,000
Issued & fully paid: BEZETRHE -
At 31 December 2012, RZE—=—F+=A=+—8"
1 January 2013 and —ET—=F—-—H—-HK
31 December 2013 —E——=F+ZA=+—H 800,000,000 8,000
2013 & 2012
—E=FK
—E——F
RMB’000
AREFIT
Shown on the consolidated statement  4GE4& BTGk R & 275
of financial position 53,560

Changfeng Axle (Chinal Company Limited ® Annual Report 2013




28.

Notes to the Consolidated Financial Statements &5 B #3R R MizE

SHARE-AWARD SCHEME

The Company’s share award scheme (the
“Scheme”), was approved and adopted pursuant
to a resolution passed on 30 August 2012. The
Company resolved that a sum of HK$10,000,000
be provided to the Share Award Scheme for the
purchase of shares of US$0.01 each in the capital
of the Company. Such Shares will be awarded to
the selected employees to be selected by the board,
or the Executive Committee acting on behalf of the
board, for the purpose of recognising contributions
of and giving incentive to the selected employees in
order to retain them for the continual operation and
development of the Company.

At the date of adoption of the Scheme, the
maximum number of shares that can be purchased
approximately to 19,230,000 shares, represents
approximately 2.4% of the issued share capital of the
Company. 2,832,000 shares have been purchased
during year 2012 by the trustee through the Stock
Exchange of Hong Kong Limited under the Scheme:

Month of purchase
BEAH
November 2012 ZE-F+—A

No shares have been granted to selected employees
during the year ended 31 December 2013 and 2012.

28.

for the year ended 31 December 2013
HEZ-—=F1+"A=1—-ALFE

B 47 58 R =t &I

ARRRBER -_ZT——F/\A=1THRBRBZRZE
= HERRARD REFBI([5HE)) - KRAZE
SRUA R B {0 22 ) =1 8 £2 £ #0 48 %6 10,000,000 78 T i
BARRFRAS SREERO.01ETHARLN  ZFK
NEARNREEFTEIRRETENNITEES
BENANEEER  URBEFAEER LB LB E
ZENEREBRARANFELE RBEREAMN L
B

REMZAENAE IRENRSRNEBAOR
19,230,000 A% * AME AR R BHITIRAA) 2.4% ° 1
—F-F XRACREBZAIEBEEBAR
AR ARIEE 2,832,000 ik

No. of ordinary Average
shares of price Aggregate
US$0.01 each per share consideration paid
BHR0.01 X TH BRNFH e
LERNRO#E Bk REAHE
HKS RMB'000
BT ARBTT
2,832,000 0.71 1,627

REBEE_ZTE—=FR-_FT——F+_A=+—HL
FE - WERATEESRDRG -

WREE(FRE)BRAR = 2013 F R
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29. OPERATING LEASE 20. KR&EHE
Minimum lease payments paid under operating BERAEMENLCEHEENNRERENZTR
leases in respect of office premises amounted to BHE-_E—=Fk-_ZT——F+-_A=1+—HIHE
RMB1,235,000 and RMB189,000 for the year ended EH A AR 1,235,000 7T & AR 189,000 7T ©
31 December 2013 and 2012 respectively.
At the end of each reporting period, the Group REREHER  REBREBEATHBESCLEHERN KR
had commitments for future lease payments under RSN FEENDESRIOT ¢
non-cancellable operating leases which fall due as
follows:
2013 2012
—E2—= —E—_fF
RMB’000 RMB’000
AR®T T ARETTT
Within one year —FR 124 128
In the second to fifth year inclusive F_EEZEFhF (BIEEEMSE) 88 10
Operating lease payments represent rental payable R ENRIERNEE TR ETHASEL B EY
by the Group for certain office premises and HEAHTES - AER - FEMESRERRIAETE
warehouse properties. Leases are negotiated for a thE&REE o
term of 1 to 2 years with fixed rate.
30. OTHER COMMITMENTS 30. HfwEE
2013 2012
—E-=F —E——F
RMB’000 RMB’000
ARBTT ARBFTT
Capital expenditure in respect of W B E MAES B AN
acquisition of plant and machinery
— contracted for but not provided —BETAERR
in the consolidated financial A TSRS
statements (note 1) R 2,010 28,635
Capital expenditure in respect of m—REE AT
capital contribution to a subsidiary EEMEARRT
— contracted for but not provided —BERERRERE TTE
in the consolidated financial B (FiE2)
statements (note 2) 48,000 60,000
notes: Bist -
1l The capital expenditure in both year 2013 and 2012 is 7. Ro-FE—=—FER —F— —FMEA T A ZEEER
related to the construction of production facilities for LA JE 78 TN B (B A B A R A S o
expansion of the Group’s operation.
2, The capital expenditure in year 2012 is related to the 2 R F— — Ep B KT BSR4 BB 5B

capital contribution of Fujian Changfeng, the reduction of
amount was due to a RMB12 million contribution during
the year.

DR AR F RN E M 12,000,000 TTHEE °

Changfeng Axle (Chinal Company Limited ® Annual Report 2013
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32.

Notes to the Consolidated Financial Statements &5 B ®R M

RETIREMENT BENEFIT PLAN

The Group operates a Mandatory Provident Fund
Scheme for all qualifying employees in Hong Kong.
The assets of the scheme are held separately from
those of the Group, in funds under the control of
trustees. The Group contributes 5% of relevant
payroll costs to the Scheme, which contribution is
matched by employees.

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

RELATED PARTY DISCLOSURES
Compensation of key management personnel
The remuneration of directors and other members

of key management during the years ended 31
December 2013 and 2012 was as follows:

ySEGLER
BINEH

Short-term benefits
Post-employment benefits

31.

32.

for the year ended 31 December 2013
HEZ-—=F1+"A=1—-ALFE

BRKEFRIGHE

AREBHAAARHESEARTIBHEAES
B BN AERASBAEHE - W
NEHIMESHE o AEEEITRH @ RA 5% MK

AHEIHER - EEB KB

AEENEE RATEBRFEENBERERRAE
HMETBIWMKE - ARAIMBARAR T ERANE
TEOLRERBNEFEIEHFARERNES - K
SEFLR KB B — BT AELFEE D

R

BESRE
FEEEASHMN

RBE—F-—=4R-_F——F+-A=+—AL
FE EFRHMTEEEABOEHFMOT

2013 2012
—E—= —E——F
RMB’000 RMB’000
AR®T R AREFIT
3,981 3,943

96 68

4,077 4,011

WREE(FRE)BRAR = 2013 F R
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for the year ended 31 December 2013
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33. PARTICULARS OF SUBSIDIARIES 33. MEARRE

The Company has the following indirectly held, RAREBUTHEERE (BHEZERERIN) BB

unless otherwise stated, subsidiaries: N
Place and date Issued and Effective equity interest
of incorporation/ fully paid share/ attributable to the Group
Name of subsidiary establishment registered capital as at 31 December Principal activities
BT/ ER/TRARED/ W=B=1-RA%E
HEARAR RUBERAH A EEERRAER ITEH
Directly Indirectly
E& B
2013 2012 2013 2012
8-z Z%3--F C-®-ZF ZEF-Cf
GEEREAERAT Hong Kong HK$10,000 100% 100% - - Investment holding
Changfeng Holding (Hong Kong) 14 February 2008 10,0007 AR
Limited B
“EE\EZAHIA
BESLERLEERNA PRC RMB26,000,000 - - 100% 100%  Manufacture and sale of axle
Fujian Changfeng Axle 5March 2001 AR 26,000,007 and related components
Manufacturing Co., Ltd. (note) i AR HEER AR
“5T-5£=f1A
BESLMRLEERAA PRC RMB787,000,000 - - 100% - Manufacture and sale of axle
Fujian Changfeng Machingry 8 July 2013 AR 787,000,000 and related components
Manufacturing Co., Ltd. (note) i SR EEER RET M
“E-=ErANRY
EERLREE AR PRC RMB356,000,000 - - 100% 100%  Manufacture and sale of
Longyan Shengfeng Machinery 29 March 2006 AR 356,000,0007 roughcast
Manufacturing Co., Ltd. ] SEREEER
“EENE=AZTNA
P LBEARAA PRC RMB375,000,000 - - 100% 100%  Manufacture and sale of axe
Kaifeng Changfeng Axle Co., Ltd. 19 Apri 2006 AR 375,000,000 HERHESR
i
ZZEERATAR
LR AR AR PRC RMB50,000,000 - - 100% 100%  Manufacture and sale of train
Kaifeng Changfeng Machinery 9 August 2012 AR 50,0000007T bolster, rain side frame and
Manufacturing Co., Lid. m related train components
ZZ-ZENANR FERBESISEIRIE
BN iR R
It R L EER TS PRC RMB1,000,000 - - 100% 100%  Research and development of
Bejjng Changfeng Axle Research 6.July 2010 ARE1,000,0007 axe and related components
Institution Co., Ltd. q: RS RIAES S
ZZ-TEEAAR
O G ERERAT PRC RMB160,000,000 - - 100% 100%  Manufacture and sale of axle
Sichuan Changfeng Axle Co,, Ltd. 16 July 2009 AE#160,000,0007T WEREESR
G
ZEENELATAR
BEELEEER A PRC RMB100,000,000 - - 60% 60%  Manufacture and sale of gear
Changfeng Gear Manufacturing Co., Ltd. 21 July 2011 AR 100,000,0007 BiE R
i
I o

Changfeng Axle (Chinal Company Limited ® Annual Report 2013
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for the year ended 31 December 2013
HEZ-—=F1+"A=1—-ALFE

33. PARTICULARS OF SUBSIDIARIES 33. Mim AR ()
(CONTINUED)

* incorporate in 2013 - REF—=Fsptw

note: Pursuant to the approval granted by local government, a it BRI T ETEIHE  R-E—=F+A/\HA  FEE
new entity, Fujian Changfeng Machinery Manufacturing B L mEE AR A BAREEEES LEfE
Co., Ltd. had been split out from the original entity, ZEEBIR A AR - MR BA R 787,000,000
Fujian Changfeng Axle Manufacturing Co., Ltd, on 8 July JT °

2013, with a registered capital of RMB787,000,000.

34. DETAILS OF NON-WHOLLY OWNED 34, BEEARFERERZHZEMBLRFE
SUBSIDIARIES THAT HAVE MATERIAL NON-
CONTROLLING INTERESTS

The table below shows details of non-wholly-owned TRINRAEEEREARERER BB
subsidiaries of the Group that have materials non- NS
controlling interests:

(1)  For illustrative purpose, it is assumed that (1) EEEGR  BREANSEEES —BFEY
the Group has only one subsidiary with non- AREBBE AR IFHERERANB AR °
controlling interests that are material to the
Group.

(2)  The amounts disclosed below do not reflect the @ TRIITHEFEI TR EEE A S EEH o

elimination of intragroup transactions.

Place of Proportion of ownership
incorporation interests and voting
and principal rights held by non- Loss allocated to non- Accumulated non-
Name of subsidiary place of business controlling interests controlling interests controlling interests
FERER
BEZRERER ARTFFER
WEARER HRAYL,/ L SRLLA BiER EHEZHY
2013 2012 2013 2012 2013 2012

~%-=f % -f C-%-=F CF-fF C-F-=f %
RMB'000  RMBOO0  RMB'000  RMBIOOO
ARBTR ARBTL ARBTR ARETR

BEGEZEGERAT PRC 40% 40% (19,810) (1,387) 18,756 38,566
Changfeng Gear HE
Manufacturing Co., Ltd.

WREE(FRE)BRAR = 2013 F R
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for the year ended 31 December 2013
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34. DETAILS OF NON-WHOLLY OWNED 34. BEEARFEREBZZHFZEWELQRFE (B
SUBSIDIARIES THAT HAVE MATERIAL NON-
CONTROLLING INTERESTS (CONTINUED)

Summarised financial information in respect of the REEHAEEAFLERER B AR 2B ER
Group’s subsidiary that has material non-controlling BMEEHIMOT - TXZHBEENBEZ REBRNE
interests is set out below. The summarised financial SHRTZ & %58 ©

information below represents amounts before
intragroup eliminations.

BRBEERERAR]
Changfeng Gear Manufacturing Co., Ltd.

2013 2012

—E2—= —FT——F

RMB’000 RMB’000

ARET T ARET T

Current assets MENEE 67,699 11,691

Non-current assets IERENE E 38,992 87,698

Current liabilities mEEE 59,913 3,085

Non-current liabilities EmBEE - =
Equity attributable to owners of RNATHEE ANEGHERS

the Company 28,022 57,738

Non-controlling interests FEPE AR 18,756 38,566

Changfeng Axle (Chinal Company Limited ® Annual Report 2013
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for the year ended 31 December 2013
HEZ-—=F1+"A=1—-ALFE

34. DETAILS OF NON-WHOLLY OWNED 34. BEEARFEREBZZHFZEWELQRFE (B
SUBSIDIARIES THAT HAVE MATERIAL NON-
CONTROLLING INTERESTS (CONTINUED)

2013 2012
—E2—= —T——F
RMB’000 RMB’000
AR%T T AREBT T
Revenue WA 2,458 =
Expenses X (51,984) (3,467)
Loss for the year FANEE (49,526) (3,467)
Loss attributable to owners of NATEES AELER
the Company (29,716) (2,080)
Loss attributable to the IR M FE (G B 1R
non-controlling interests (19,810) (1,387)
Loss for the year FANEE (49,526) (3,467)
Total comprehensive expenses RARHEEABLEERASZ A
attributable to owners
of the Company (29,716) (2,080)
Total comprehensive expenses IR R RS 2 EA T AR
attributable to the
non-controlling interests (19,810) (1,387)
Total comprehensive expenses FAEAEMS AT
for the year (49,526) (8,467)
Net cash inflow (outflow) from R EIR S A (R F5E
operating activities 18,980 (8,890)
Net cash outflow from JERESIRE ML 5
investing activities (39,726) (48,255)
Net cash inflow from RMEEEIR S RAFR
financing activities 16,313 1,926
Net cash outflow RemtF5E (4,433) (55,219)

BUsE(hE)BRAR » 201348 117
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35. FINANCIAL SUMMARY OF THE COMPANY 35. ARATHMBHUE
RESULTS ES
2013 2012
—E—= —E——F
RMB’000 RMB’000
ARET T ARETIT
Administrative expenses TR X (7,717) (6,274)
Loss for the year FANEE (7,717) (6,274)
ASSETS AND LIABILITIES EERERE
2013 2012
—E—= —E——F
RMB’000 RMB’000
ARET T ARET T
NON-CURRENT ASSET FRBEE
Investment in a subsidiary R—ENEBRARRIEE 863,894 863,894
CURRENT ASSET REVEE
Bank balance R1T4E R 643 667
CURRENT LIABILITIES REBEE
Other payables E b3R8 10,396 8,849
Amount due to a subsidiary e —RE B A R RUE 26,427 20,281
36,823 29,130
Net current liabilities MEEEFE (36,180) (28,463)
Total assets less current liabilities BEERREEE 827,714 835,431
OWNERS’ EQUITY BB AER
Share capital &N 53,560 53,560
Reserves it 774,154 781,871
827,714 835,431
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36. RESERVES

At 1 January 2012

Loss and total comprehensive
expense for the year

Purchase of shares for the
purpose of awarded shares
compensation scheme (note 28)

At 31 December 2012 and
1 January 2013

Loss and total comprehensive
expense for the year

At 31 December 2013

for the year ended 31 December 2013
HEZ-—=F1+"A=1—-ALFE

36. B
Shares
held under
awarded
shares
Share Capital compensation Accumulated
premium reserve scheme deficits Total
REED
BGE T HE]
R EE BAGRE  HENRG K4 &t
RMB'000 RMB’000 RMB'000 RMB’000 RMB’000
ARETT ARETE ARETE ARETE ARETEH
(Note)
(W)
RZE——F—f—H 599,296 226,982 - (36,506) 789,772
FRBEREERZ L
- - - (6,274) (6,274)
FREBR N GMTEIEE
Rt (FitsE28)
- - (1,627) - (1,627)
RIE-—ZF+_A
=t-Bk
“$-=%-R—H 599,296 226,982 (1,627) (42,780) 781,871
ENBERZE
EREt - - = (7,717) (7,717)
RZT—=F
+-A=+-H 599,296 226,982 (1,627) (50,497 774,154
Biet - ZAErER = EENFR-ZFEE/NFH LA MAETT

Note: The balance represents deemed distribution, transfer
and deemed contribution arising from the group
reorganisation for listing purposes which took place in

2008 and 2009.

EEEHRFELRBEDIR - BRREEEH

WREE(FRE)BRAR = 2013 F R




5-Year Financial Summary ZFHBHE

Year ended 31 December
BE+-A=+—HLEFE
2009 2010 2011 2012 2013
—EENF —TFF —T——F ZB-—F —T-=
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETRT ARETT ARBTT AR®TxR

RESULTS E4
Revenue A 801,151 1,318,709 920,681 503,841 429,795
Profit (loss) before tax PR AT A

(E18) 190,912 335,565 81,421 (459,635) (227,410)
Income tax (expense) charge FT{SF: (B ) KR (28,128) (49,890) (21,775) (1,103) (645)
Profit (loss) for the year FREF (EE) 162,784 285,675 59,646 (460,738) (228,055)

At 31 December

R+=-—HA=+—H
2009 2010 2011 2012 2013
—EEhGE —ZTFTF —T——F ZEB--—F —ZT-=F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETTT ARETRE ARETRT ARETT AR¥TR

ASSETS AND LIABILITIES ¥ERARE

Total assets BEHAE 1,006,422 2,079,087  2.305,591 1,764,871 1,581,581
Total liabilities BEEE (481,750) (616,227) (743,011) (664,656) (709,421)
Net assets BEFE 524,672 1,462,860 1,562,580 1,100,215 872,160

This report is published in both English and Chinese RIRE A F X IEE 5 IR - TETEX FER a8 7 IE
languages. Should there be any inconsistency between W - B RBE -

the Chinese and English versions, the English version shall

prevail.

Changfeng Axle (Chinal Company Limited ® Annual Report 2013
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