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

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

4 Changfeng Axle (China) Company Limited
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Management Discussion and Analysis

On 27 June 2014, a wholly-owned subsidiary of the
Company, Fujian Changfeng Machinery Manufacturing
Co., Ltd. (“Fujian Changfeng”), another wholly-owned
subsidiary, Longyan Shengfeng Machinery Manufacturing
Co., Ltd. (“Longyan Shengfeng”) and Longyan Changfeng
Special Vehicle Co., Ltd. (“Longyan Special Vehicle”)
entered into the equity transfer agreement pursuant to
which Longyan Special Vehicle agreed to acquire the entire
equity interest in Changfeng Gear Manufacturing Co., Ltd.
(the “dV Company”) and Fujian Changfeng and Longyan
Shengfeng agreed to sell their respective 60% and 40%
equity interest in the JV Company at a total consideration
of RMB35,000,000 (equivalent to approximately
HK$43,750,000), details of which are disclosed in the
Company’s announcement on 29 June 2014.

On 30 July 2014, a wholly-owned subsidiary of the
Company, Sichuan Changfeng Axle Co., Ltd. (“Sichuan
Changfeng”) and Jialing District People’s Government
of Nauchong City, Sichuan Province, the PRC (“Jialing
Local Government”) entered into an agreement pursuant
to which Sichuan Changfeng will surrender 2 parcels of
land located in Jialing District, Nanchong City to Jialing
Local Government to facilitate the urban development
of Nanchong City, Sichuan Province for a compensation
in an aggregate amount of RMB71,083,706 (equivalent
to approximately HK$88,854,633), details of which are
disclosed in the Company’s announcement on 30 July
2014.

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. The axle components were sold to
customers in the aftermarket through its extensive sales,
marketing and services network across the PRC. For
the six months ended 30 June 2014, revenue from the
aftermarket business segment amounted to approximately
RMB79.5 million (30 June 2013: approximately RMB118.6
million) and accounted for approximately 36.4% (30 June
2013: approximately 53.2%) of the Group’s total revenue,
representing a decrease of approximately 33.0% as
compared with the corresponding period in 2013.
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Management Discussion and Analysis

EEEIER RS

MDT and HDT OEM market

The Group primarily sells axle assemblies directly to
OEMs in the PRC on a made-to-order basis to match its
customers’ specification requirements. A small portion of
axle components is occasionally sold to other axle assembly
providers. For the six months ended 30 June 2014,
revenue from the OEM market amounted to approximately
RMB139.1 million (30 June 2013: approximately RMB92.8
million) and accounted for 63.6% (30 June 2013: 41.7%)
of the Group’s total revenue, representing an increase of
49.9% over the corresponding period in 2013.

Train and railway market

The Group commenced the export of the train side frame
and train bolster in the second quarter of 2013; however,
our business to the CIS market is still in a developing stage.
For the six months ended 30 June 2014, due to the unstable
political environment in the CIS, no revenue was generated
from the train and railway market in the CIS (30 June 2013:
RMB11.4 million). The Board will continue to actively monitor
the development of the Group’s business and investment
in this particular business and shall provide updates to
shareholders as necessary.

FINANCIAL REVIEW
Revenue

For the six months ended 30 June 2014, the Group
recorded a consolidated revenue of approximately
RMB218.6 million (30 June 2013: approximately
RMB222.80 million), representing a decrease of 1.9% as
compared with the corresponding period in 2013. Since the
second half of year 2013, there was increasing pressure on
the aftermarket and OEM market, the business environment
of the truck market remained challenging in the first half of
year 2014.

Revenue from the Group’s aftermarket segment for the six
months ended 30 June 2014 decreased by approximately
33% to RMB79.5 million from RMB118.6 million for the
corresponding period of last year. The revenue from
aftermarket was diminishing for the six months ended 30
June 2014 since the competition in the aftermarket became
more fierce than the corresponding period in 2013 under
the slow down of investment in the construction market and
infrastructure development projects.

6 Changfeng Axle (China) Company Limited
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Management Discussion and Analysis

Revenue from the Group’s OEM and related market
segment for the six months ended 30 June 2014 increased
by approximately 49.9% to RMB139.1 million from
RMB92.8 million for the corresponding period of last year.
This was caused by the relatively stable growth rate in the
trucking industry.

No revenue from the train and railway market was
recognised in the first half of year 2014.

Gross profit and gross profit margin

Gross profit for the six months ended 30 June 2014
increased by 15.5% to approximately RMB42.1 million
from RMB36.5 million for the corresponding period of last
year. Gross profit margin increased from approximately
16.4% for the period ended 30 June 2013 to approximately
19.3% for the period ended 30 June 2014 as there was an
improvement in the average unit selling price within the truck
industry.

Other income, other gains and losses

Other gains of the Group for the six months ended 30 June
2014 amounted to RMB10.1 million (six months ended
30 June 20183: a loss of RMB1.6 million). The gains were
mainly due to the receipt of government grants from local
authorities and the waiver of other payable.

Selling and distribution expenses

Selling and distribution expenses of the Group for the six
months ended 30 June 2014 increased to approximately
RMB10.8 million from approximately RMB9.6 million for the
corresponding period of last year. The increase was mainly
due to the slight increase in the delivery cost for the axle
business.

Administrative expenses

The Group’s administrative expenses for the six months
ended 30 June 2014 increased to approximately RMB36.30
million from approximately RMB32.6 million for the
corresponding period of last year.
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Management Discussion and Analysis

EEEIER RS

Finance costs

The Group incurred finance costs of approximately
RMB16.9 million for the six months ended 30 June 2014,
which represented approximately 7.7% (six months ended
30 June 2013: approximately 7.7%) of its revenue for the six
months ended 30 June 2014. The slight decrease in finance
cost was mainly due to the decrease in total amount of
borrowings.

Taxation

Income tax expense of RMB1.5 million was recorded for the
six months ended 30 June 2014 (six months ended 30 June
2013: RMB1.7 million).

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2014, cash and cash equivalent of the Group
was approximately RMB25.4 million (as at 31 December
2013: approximately RMB57.9 million).

As compared with the corresponding period in 2013, cash
and cash equivalent decreased by approximately RMB32.5
million, which was mainly resulted from the net cash outflow
from operating activities of approximately RMB7.0 million (30
June 2018: net cash inflow of RMB26.3 million) and net cash
outflow from financing activities of approximately RMB47.5
million (30 June 2013: RMB30.5 million).

As at 30 June 2014, net current assets of the Group was
approximately RMB72.3 million (as at 31 December 2013:
approximately RMB83.3 million). As at 30 June 2014, the
current ratio (i.e. total current assets/total current liabilities) of
the Group was approximately 111.5% (31 December 2013:
approximately 111.7%).

As at 30 June 2014, total assets of the Group were
approximately RMB1,420.0 million (as at 31 December
2013: approximately RMB1,581.6 million) and total liabilities
were approximately RMB626.7 million (as at 31 December
2013: approximately RMB709.4 million). The debt ratio as at
30 June 2014 (i.e. total liabilities/total assets) was 44.1% as
compared to 44.9% as at 31 December 2013.

8 Changfeng Axle (China) Company Limited
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Management Discussion and Analysis

As at 30 June 2014, the Group had total borrowings of
approximately RMB433.5 million (as at 31 December 2013:
approximately RMB464.2 million). The gearing ratio (i.e. total
borrowing/total equity) was approximately 54.6% (as at 31
December 2013: approximately 53.2%).

Trade and bills receivable

Trade and bills receivables of the Group as at 30 June 2014
were approximately RMB214.1 million (as at 31 December
2013: RMB264.5 million). The decrease in balance was
mainly due to the decrease in revenue.

Inventory

The inventory balance of the Group as at 30 June 2014 was
approximately RMB237.2 million (as at 31 December 2013:
approximately RMB240.3 million) which was in line with the
change of sales volume.

Trade and bills payable

Trade and bills payables of the Group as at 30 June 2014
were approximately RMB61.4 million (as at 31 December
2013: approximately RMB124.0 million). The decrease in
balance was mainly due to the tightening in the credit period
granted by the Group’s suppliers.

Contingent Liabilities

As at 30 June 2014, the Group had no significant contingent
liabilities (as at 31 December 2013: Nil).

Capital commitment

As at 30 June 2014, the contracted capital commitment
of the Group which were not provided in the financial
statements were approximately RMB1.8 million (as at 31
December 2013: approximately RMB2.0 million). Such
capital commitments were mainly for the capital expenditure
in respect of acquisition of plant and machinery.
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Management Discussion and Analysis
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Foreign exchange risk

The business of the Group is mainly located in the PRC
and most of the transactions are carried out in Renminbi.
Most of the assets and liabilities of the Group are computed
in Renminbi. As at 30 June 2014, the Group’s foreign
currencies amounted to approximately RMB1.9 million.
During the six months ended 30 June 2014, the Group
did not utilize any future contracts, currency borrowings
and otherwise to hedge against its foreign exchange risk.
However, the Group will monitor the risk exposures and will
consider to hedge against material currency risk if required.

DIVIDEND

The Board has resolved not to recommend any payment of
interim dividend for the six months ended 30 June 2014 (30
June 2013: Nil).

PROSPECTS

Having faced with the continuing uncertainty in the global
economic situation and fierce competition in the China truck
market, the Company expects business to continue to be
challenging in the second half of year 2014, particularly in
relation to its traditional MDT and HDT OEM market. Given
these situations, 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, 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.

10 Changfeng Axle (China) Company Limited
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Management Discussion and Analysis

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 of 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.
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Management Discussion and Analysis

EEEIER RS

Marketing Network

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

Product Development

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

{122 Changfeng Axle (China) Company Limited
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Report on Review of Condensed Consolidated Financial Statements

Deloitte
BE]

TO THE BOARD OF DIRECTORS OF

CHANGFENG AXLE (CHINA) COMPANY LIMITED
BEER(RE)BRAF

(incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated financial
statements of Changfeng Axle (China) Company Limited
(the “Company”) and its subsidiaries (collectively referred
to the “Group”) set out on pages 16 to 39, which
comprise the condensed consolidated statement of
financial position as of 30 June 2014 and the related
condensed consolidated statement of profit or loss and
other comprehensive income, statement of changes in
equity and statement of cash flows for the six month
period then ended and certain explanatory notes. The
Main Board Listing Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
require the preparation of a report on interim financial
informations to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard
34 “Interim Financial Reporting” (“HKAS 34”) issued by the
Hong Kong Institute of Certified Public Accountants (the
“HKICPA”). The directors of the Company are responsible
for the preparation and presentation of these condensed
consolidated financial statements in accordance with
HKAS 34. Our responsibility is to express a conclusion
on these condensed consolidated financial statements
based on our review, and to report our conclusion solely
to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person
for the contents of this report.
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Report on Review of Condensed Consolidated Financial Statements

BRSSP B RREM RS

SCOPE OF REVIEW

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

BASIS FOR QUALIFIED CONCLUSION

Included in the condensed consolidated financial
statements as at 30 June 2014 was property, plant and
equipment related to the train and railway business with
carrying amount of approximately RMB223,000,000. As
set out in note 9 to the condensed consolidated financial
statements, the directors of the Company determined
that the recoverable amount of the property, plant and
equipment approximated to the carrying amount and
therefore no impairment loss was recognised for the period
ended 30 June 2014.

However, the sales of train and railway components to one
of the major customers in Russia have been suspended
since May 2014 and have not recommenced as at the
date of this report. The cash flow projection on which
the Group’s impairment analysis is based assumes a
significant volume of sales to this customer in the coming
twelve months and thereafter. The directors of the
Company considered the suspension in the sales to be
temporary and therefore did not adjust the assumptions
made in the cash flow projection. However, due to the
ongoing suspension of sales to this customer, we were
unable to satisfy ourselves as to whether such assumption
is reasonable and accordingly whether any impairment in
respect of the property, plant and equipment should be
recognised in respect of the six months ended 30 June
2014. Any adjustments found to be necessary would affect
the Group’s financial position as at 30 June 2014 and the
loss for the six months ended 30 June 2014.

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

QUALIFIED CONCLUSION

Except for the adjustments to the condensed consolidated
financial statements that we might have become aware of
had it not been for the situation described above, based on
our review, nothing has come to our attention that causes
us to believe that the condensed consolidated financial
statements are not prepared, in all material respects, in
accordance with HKAS 34.

EMPHASIS OF MATTER

Without qualifying our conclusion, we draw attention
to note 1 to the condensed consolidated financial
statements which indicates that the Group incurred a loss
of approximately RMB48,820,000 for the six months then
ended. The directors of the Company consider that the
Group will have sufficient working capital to finance its
operations provided that it is able to successfully renew
the banking facilities and implement the other measures
as set out in note 1 to the condensed consolidated
financial statements. However, these conditions indicate
the existence of a material uncertainty which may cast
significant doubt about the Group’s ability to continue as a
going concern.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
28 August 2014
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
BRFEER REMEE KGR

for the six months ended 30 June 2014
BE-_Z-—FEXA=1TAHLANEA

Six months ended

BEANEA
30.6.2014 30.6.2013
—E-mF —E—=F
~A=TH ~NA=+H
NOTES RMB’000 RMB’000
BisE AR®T T ARBT T
(unaudited) (unaudited)
(REERK) (REEZ)
Revenue A 3 218,596 222 779
Cost of sales SHE A (176,471) (186,318)
Gross profit EF 42,125 36,461
Other income, other gains and losses HAA - e kEE 4 10,097 (1,556)
Selling and distribution expenses HE R D HAZ (10,766) (9,584)
Research and development expenditure e R (11,053) (9,316)
Administrative expenses TE R (36,319) (32,626)
Impairment losses on trade receivables B S WG IEREBE (20,561) (33,700)
Impairment losses recognised in respect of ~ #1% ~ MENEZEZE
property, plant and equipment HERBEEE (3,951) =
Finance costs BhE P AN (16,850) (17,092)
Loss before tax BT AR 5 (47,278) (67,413)
Taxation I 6 (1,542) (1,682)
Loss and total comprehensive expense HiAEs1E K&
for the period SHAX R (48,820) (69,095)
(Loss) profit and total comprehensive AT ALFE(EEAA (E518)
(expense) income for the period, w A k2 (R e
attributable to: HaE
Owners of the Company ViN/NEIEZEDN (51,539) (67,683)
Non-controlling interests IR i 18 2,719 (1,412)
(48,820) (69,095)
Basic loss per share (RMB) FRERNEE(ARE) 7 (0.06) (0.08)
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Condensed Consolidated Statement of Financial Position

BEiES

B FSIR AR

at 30 June 2014
R-ZE—NEXA=1+H

30.6.2014 31.12.2013
—E-NF —T—=F
NA=+H +t—HA=+—8H
NOTES RMB’000 RMB’000
B 5T AR®T ARETTT
(unaudited) (audited)
(REEZR) (T z)
Non-current assets FREBEE
Property, plant and equipment Y% - BB 9 466,747 524,037
Prepaid lease payments A EFIE 251,235 262,391
Prepayment for acquisition of machinery fEE S 298143008 2,443 2,602
Deferred tax assets FIETH BB 602 —
721,027 789,030
Current assets REEE
Inventories FE 237,159 240,344
Trade receivables B S EEIA 10 175,566 177,077
Bills receivable e E & 11 38,487 87,449
Other receivables H At fEUFRIR 12 139,234 140,508
Prepaid lease payments TENEEFKIE 6,200 6,241
Income tax recoverable Al Y [E FrfS TR 2,853 2,439
Bank balances and cash RIS 25,410 57,902
624,909 711,960
Assets classified as held for sale DEAREREZEE 13 74,091 80,591
699,000 792,551
Current liabilities REEE
Trade and bills payables %ﬁ%ﬁ’éﬁ%ﬁéﬁ&ﬁ@ﬁ%‘%ﬁ%ﬁ 14 61,353 123,995
Other payables H At FETERIE 15 127,864 119,721
Borrowings — due within one year &k - EA im FI 8 16 433,481 464,167
Income tax payable FESFR1S 3,989 1,343
626,687 709,226
NET CURRENT ASSETS REBEEFE 72,313 83,325
TOTAL ASSETS LESS BEERRBEME
CURRENT LIABILITIES 793,340 872,355
NON-CURRENT LIABILITY FEREBEE
Deferred tax liabilities FEFHTEEE 195
793,340 872,160
OWNERS’ EQUITY BB AR
Share capital &N 17 53,560 53,560
Reserves it 739,780 799,844
Equity attributable to owners of the Company ZNA Al A A B 793,340 853,404
Non-controlling interests Eealiig 18,756
793,340 872,160
BEHEEF(PE)ARAT = FEHRERKRE i



Condensed Consolidated Statement of Changes in Equity
R E R B

for the six months ended 30 June 2014

BE-Z-NFXA=+THLEXEAR

Attributable to owners of the Company

FOTREARE

Shares
held under
awarded
share
compensation
scheme Non-
Share Share  Capital  Suplus  Special  HERE  Retained controlling
capital  premium  reseves  reseves  reserves BAEME  eamings Total interests Total
BE  RbEE RABE BMEE  WRARE GAORR  RERY A FERER fit
RMB'000  RMB0O0  RMB000  RMBO00  RMBO00  RMBO0O  RMBOO0  RMBOO0  RMB'0O0  RMBIO0O
ABBTT ARETL ARETT ARETr ARETR ARETn ARETn ARETn ARETT ARETR

note)

()
At 1 January 2013 (auditeq) N5-=%-f-H(42%H) 53960 59929 226982 149,020 82 (1,627) 35% 1,061,649 3966 1100215
Loss and total comprehensive SNBEREARY %
expense for the period - - - - - - (67,683 (67,689) (1,412 (69,09%)
At 30 June 2018 (unauoited) R5-ZFAAZTR(FE%H) 53560 599296 226982 149,020 82 (1,627) (34087 993,966 st 1,081,120
Loss and total comprehensive SNEERZERSLE
expense for the period - - - - - - (0562 (140562 (18308  (158.960)
At 31 December 2013 (audied) i

E-SE+-R=+-A(EED) B3G60 592 26982 149000 8 (16 (749 85344 1876 87260
(Loss| proft and total comprehensive

(expense) income for the period 4z = = = - - - (51539 (51,589 2719 (48.820)
Acquistion o adifone YEN-FREAANBES
inerest in a subsidiary (nofe 18) (it 1e) - - - - (8,52 = - 852 Q1475 (0000
At 30 June 2014 (unauctted) NE-MENA=TH(FEZH) 53560 599206 226982 149,020 (7,703 (162 (26,188 793,340 - 793340
note: Amount of RMB822,000 represents the difference between the Wit : A R# 822,000 T 15K = FF+ FYRER — BTN B 2\ FlRESME
amount paid for acquisition of additional interest in a subsidiary A AT B B YRR HE R e < 2 5 ©

during year 2007 and the non-controlling interest bearing
acquired of.

Amount of RMB8,525,000 during the period represents the REEIAN R 18,625,000 T H5HER — BT /B 2 AI5ESMER i1
difference between the amount paid for acquisition of additional T & E 2 w2 B2 8L Sk L [TE A i iy B 2 55 84 3 ¢
interest in a subsidiary without the overall gain or loss of control BRI R i as BRI (B2 25 ©

in that subsidiary and the carrying amount of non-controlling
interest being acquired of.
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Condensed Consolidated Statement of Cash Flows

EBERGEEERER

for the six months ended 30 June 2014
BE-_ZT-—NFEARA=+HLAEAR

Six months ended

BEANEA
30.6.2014 30.6.2013
—E-MF —E-=fF
~A=t+AH NA=TH
RMB’000 RMB’000
ARBT T ARBT T
(unaudited) (unaudited)
(REERK) (REEZ)
Operating cash flows before movements BEESEER
in working capital ,%%Miﬁﬂ'zmui 32,055 5,525
Decrease (increase) in trade and B 5 EWGRIE R W EBR A (L)
bills receivable 12,233 (38,434)
(Decrease) increase in trade and bills payable 2 5 {5 7058 & e~ 2= 4% O 2> ) 180 (62,642) 33,804
Other operating activities items Hihge /a8 E 11,345 25,438
NET CASH (USED IN) FROM ReED (FTA) EXERSFH
OPERATING ACTIVITIES (7,009) 26,333
INVESTING ACTIVITIES BREEH
Acquisition of additional interest W HE A — P B A Rl 2 BESME R
in a subsidiary (11,450) -
Purchases of property, plant and equipment BB W% - FE kR (2,212) (31,752)
Prepayment for acquisition of machinery BB MR TR N IE 159 (4,949
Proceeds from redemption of i @hﬁ@&ﬁﬁﬁ%#\
short-term investments - 20,000
Proceeds from disposal of property, HEWZE - BE RFETERIE
plant and equipment 12,456 12,258
Deposit received for disposal of subsidiary HEM B A R EUZ S 22,100 -
Other investing activities items Hig&/EE)IEE 1,000 79
NET CASH FROM (USED IN) REFHELE (FTRA)REFRE
INVESTING ACTIVITIES 22,053 (4,364)
BEES(PER)ERAR T NERHHRE 19



Condensed Consolidated Statement of Cash Flows
RS HEESRER
for the six months ended 30 June 2014

BE-Z-NFXA=+THLEXEAR

Six months ended

BENEAR
30.6.2014 30.6.2013
—E—F —F—=
ANA=tH NA=+H
RMB’000 RMB’000
ARET T ARBEFIT
(unaudited) (unaudited)
(REER) (REEZ)
FINANCING ACTIVITIES MEEE
Repayment of borrowings EBIERK (273,350) (264,610)
Interest paid BIHE (16,850) (17,092)
New borrowings raised FTIEfE R 242,664 251,167
NET CASH USED IN METHFTAZEESFEE
FINANCING ACTIVITIES (47,536) (30,535)
NET DECREASE IN CASH AND RERBESEEEBER RO FEE
CASH EQUIVALENTS (32,492) (8,566)
CASH AND CASH EQUIVALENTS R—B—BZBEER
AT 1 JANUARY HEEEER 57,902 61,872
CASH AND CASH EQUIVALENTS RAB=+HZRE
AT 30 JUNE, REELEEER -
represented by bank balances and cash BIERITHEBR IR S 25,410 53,306

20 Changfeng Axle (China) Company Limited Interim Report 2014




Notes to the Condensed Consolidated Financial Statements

BASIS OF PREPARATION

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

In preparing the condensed consolidated financial
statements of the Company, the directors of the
Company have given careful consideration to the
future liquidity of the Group in light of the fact that
Group incurred a loss of RMB48,820,000 for the
six months ended 30 June 2014. In the opinion
of the directors of the Company, the Group is
able to continue as a going concern at least in the
coming twelve months taking into consideration the
measures which includes, but are not limited to the
following:

(@ The Group is able to renew banking facilities
from various banks in full upon their maturity
based on the past history and good relationships
of the Group with the banks, for the operation
requirements of the Group.

(o) The disposal of equity interest in Fujian
Changfeng Axle Manufacturing Co., Ltd.
(“Fuijian Changfeng”) and Changfeng Gear
Manufacturing Co., Ltd. (“Changfeng Gear”) can
be duly completed and the remaining proceeds
of RMB28,000,000 and RMB12,900,000 would
be received by September 2014 and November
2014 respectively.

(0 The disposal of land held by Sichuan Changfeng
Axle Co., Ltd. (“Sichuan Changfeng”) at a
consideration of RMB71,084,000 can be
completed and the proceeds would be received
by October 2014.

(d) The Group has been applying more stringent
selection criteria to select new customers for new
sales orders with better repayment terms.

(e) The Group has been actively pursuing buyers
for realising the value of the Group’s non-core
assets.

1E B (PE)BRAH

R BRAR S P SRR FIRE

for the six months ended 30 June 2014
BE-_ZT-—NFEARA=+HLAEAR
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Notes to the Condensed Consolidated Financial Statements
S RR4R & B RS SRR M EE

for the six months ended 30 June 2014
BE-_Z-—FEXA=1TAHLANEA

2.

PRINCIPAL ACCOUNTING POLICIES

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

Except as described below, the accounting policies
and methods of computation used in the condensed
consolidated financial statements for the six months
ended 30 June 2014 are the same as those followed
in the preparation of the Group’s annual financial
statements for the year ended 31 December 2013.

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

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

° Amendments to HKFRS 10, HKFRS 12 and
HKAS 27 Investment Entities;

° Amendments to HKAS 32 Offsetting Financial
Assets and Financial Liabilities;

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

o Amendments to HKAS 39 Novation of
Derivatives and Continuation of Hedge
Accounting; and

o HK(IFRIC)-Int 21 Levies.

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

22 Changfeng Axle (China) Company Limited
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Notes to the Condensed Consolidated Financial Statements

PRINCIPAL ACCOUNTING POLICIES
(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.

REVENUE AND SEGMENT INFORMATION
(@) Operating segments

The Group has three reportable operating
segments as follows:

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

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

° Train and railway business -
manufacturing and selling of train and
railway components.

1E B (PE)BRAH

R BRAR S P SRR FIRE

for the six months ended 30 June 2014
BE-_ZT-—NFEARA=+HLAEAR
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Notes to the Condensed Consolidated Financial Statements
I RRAR & BT TS SRR M 5T

for the six months ended 30 June 2014
BE-_Z-—FEXA=1TAHLANEA

3. REVENUE AND SEGMENT INFORMATION 3. WARDEHEHR
(b) Segment revenue and results (b) PDERARESE
Segment revenue Segment results
Six months ended Six months ended
AHBA PIEE
22 fEA HEAEA
30.6.2014 30.6.2013 30.6.2014 30.6.2013
“E-RE —Z-=f —E-QF —3-=f
~A=1H ~A=TH RAZ1H ~A=TH
RMB’000 RMB'000 RMB’000 RMB'000
ARETT NS ARBTR ARETTT
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REER) (REER) (RiEER)
OEM and related market OEM K@ M5 139,122 92,783 17,578 16,705
Aftermarket $EmiE 79,474 118,585 24,547 16,452
Train and railway business SIS RERER - 1,411 - 3,304
Total segment and consolidated 2 #6485t Rz A 218,596 202,779 42,125 36,461
Other income, other gains HinlA - Hft
and losses YERER 10,097 (1,556)
Seling and distribution HERDHERAX
eXpenses (10,766) (9,584)
Research and development e
expenditure (11,053) (9,316)
Administrative expenses THRY (36,319) (32,626)
Impairment losses on trade BN ERE
receivables (note) i (fitsE) (20,561) (33,700)
Impairment losses recognisedin 1% * BER
respect of property, plant and S B
equipment HEEE (3,951) =
Interest on bank borrowings REFREHEEL
wholly repayable BTBFFIS
within five year (16,850) (17,092)
Loss before tax BHtaESE (47,278) (67,413)

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

AE2HBATERINBEFELENRA - B
A - BB D BB HE R -

Note: The amount consisted of impairment losses Kzt - BIBIRE A FEN R KRBT » 2826
on trade receivables from the OEM and related EHRIROEM RIS E 5 W IEREE
market of RMB3,745,000 and trade receivables B AREES,745,000 T A R A EETTISHE 5 FEl
from aftermarket of RMB16,816,000 (six TIEARK16,816,000 T(BE-_ZE—=F/"8
months ended 30 June 2013: RMB7,879,000 =+BIENEA : ARET7,879,0007T B AR
and RMB25,821,000), respectively, based on 25,821,0007T) © FAERE AU B MRS - A B15E B
an analysis of the recoverability by customer NREBAZES  MEEH - 55 - E88
portfolio. In determining the recoverability, the EBEERZER c REEBZESREJIERHR
background, financial strength, sales, repayment ARSI RRED HEIR T el B 2 (st AR R 2R
ability, historical settlement patterns of each SREEBTE
debtor are regularly reviewed. The amount
of impairment loss is determined based on
estimated future cash flows that is considered
as irrecoverable in the current and prior interim
periods.
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Notes to the Condensed Consolidated Financial Statements
I RA4R S BT IS SRR 5T

for the six months ended 30 June 2014
BE-_ZT-—NFEARA=+HLAEAR

3. REVENUE AND SEGMENT INFORMATION 3. WARDEESR (&)
(c) Segment assets (c) AHEE
Assets
BE
30.6.2014 31.12.2013
—E—-@{mE —F—=
AA=t+H | T =A=+—H
RMB’000 RMB’000
AR¥T R ARETIT
(unaudited) (audited)
(REEXK) (fe#==Z)
OEM and related market OEM K i85 80,188 83,643
Aftermarket HIE™S 95,378 93,434
Total of all segments B D& &5 175,566 177,077
Segment assets represent trade receivables. DEVEEIEE S EIWGRIE -
4. OTHER INCOME, OTHER GAINS AND 4. HflgA > EtblE R EE
LOSSES
Six months ended
BEANEAR
30.6.2014 30.6.2013
—E—F —E—=F
~NA=1H ~NA=+H
RMB’000 RMB’000
AR%T T ARETIT
(unaudited) (unaudited)
(REEZR) (REEZ)
Bank interest income RITHEUA 90 79
Government grants (note) AT Bh (P E) 6,420 771
Net foreign exchange gain b 5 W w558 6 2
Income from suppliers on defects claim & & B ERR R ER WA 214 2,215
Donation B - (12)
Gain (loss) on disposal of property, HEYE  BMEEEZEZ
plant and equipment Wz (E18) 48 (89)
Others HAtb 3,319 (4,522)
10,007 (1,556)
Note: Grants primarily represented incentives received from Biet - RLEZ iR AR AN B E B RIE - AEEE
local authorities by the group entities as encouragement EBER - 2SR FIES RN B2 I8 - TEERK
of its business development. These grants are B TREERBERREFREEER -

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

IBEEE(FE)ARAT —T-NFHHHRE 25



Notes to the Condensed Consolidated Financial Statements

GRS P IR R MR

for the six months ended 30 June 2014
BE-_Z-—FEXA=1TAHLANEA

&,

LOSS BEFORE TAX

Loss before tax has been arrived at after charging:

5. KRBAIER

BRI R E IR

Six months ended

HBEAEA
30.6.2014 30.6.2013
-k —EF—=F
~A=+H NA=TH
RMB’000 RMB’000
AR¥T R ARETIT
(unaudited) (unaudited)
(REERK) (REEZ)
Employee benefits expenses EERAHX
(including directors’ emoluments): (BIEEEEHMH)
— salaries and other benefits — e KEHAMEF 27,975 30,816
— retirement benefit scheme — R AT ISR
contributions 1,067 2,749
Total staff costs BB TR 29,042 33,565
Depreciation of property, M - BB MEETE
plant and equipment 17,174 18,946
Release of prepaid lease payments ACSELREIEN=SNE-N 3,167 3,190
Cost of inventories recognised as EREREBAI 2 FER
expenses, included in 2k
— cost of sales —HEKRAR 176,160 184,695
TAXATION 6. FiIE
Six months ended
HEAEA
30.6.2014 30.6.2013
—E-MmE —E-=F
~A=+H NA=TH
RMB’000 RMB’000
ARBT T ARBT T
(unaudited) (unaudited)
(RIEER) (REEEZ)
Tax expense comprises: THIER X 81 -
Current tax expense BNEATR IR F 2 2,340 1177
Underprovision in prior year BEFEREDE - 139
Deferred tax expense RIETIER (798) 366
1,542 1,682
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TAXATION (CONTINUED)

The income tax expense represents the People’s
Republic of China (“PRC”) Enterprise Income Tax
which is calculated at the prevailing tax rate of 25%
on the taxable income of the group entities in the
PRC for the six months ended 30 June 2014 and
2013 except for the group entities described below.

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

On 15 August 2010 and 29 October 2010, Kaifeng
Changfeng Axle Manufacturing Co., Ltd. (“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 2012 to 2014
according to the PRC Tax Law.

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

1E B (PE)BRAH

R BRAR S P SRR FIRE

for the six months ended 30 June 2014
BE-_ZT-—NFEARA=+HLAEAR

Bi1E ()

18 813 X ok S A RS ([ 1)) 0 3 PR 1S
B BBEDRNBE—E-MER—F—=FA
A=+ B L7~ 1BLA 7o 22 B 2 8 AR A
HRIATHE 25% 31 - fE TR EEESRS) -

RNRRVERSBHETMAL R ABHNEAFAEH -

R-ZE-—ZEENA+REBRE=-ZE—ZTE+A=-tH
B ARRMEZENBARRAHGEEBERA
A([AEGE]) MEeaRegmalasagRan (8
ERED)HHESG SHEMEE] FE - A=
FRBERRAFEIE T ——FE-_F—HWHFIt
HIMZE S 15% WEBRRE -

A GEREEREN T =G _F—hFH
BMZBHBABORNN —_E—=F AT RBEZ
T=FNARRELE -

2 -MERERE 2



Notes to the Condensed Consolidated Financial Statements
S RR4R & B RS SRR M EE

for the six months ended 30 June 2014
BE-_Z-—FEXA=1TAHLANEA

7. LOSS PER SHARE 7. BREE
The calculation of the basic loss per share AR A AEEFRERNEETIRE A T8IRET

attributable to the owners of the Company is based
on the following data:

Six months ended

BENEA
30.6.2014 30.6.2013
—E-MmEF =%
~A=+H ~NA=1+H
RMB’000 RMB’000
AR%T T ARBT T
(unaudited) (unaudited)

(REER) (REEER)

Losses EE
Losses for the purpose of B - BRERESE
basic loss per share (RRBHEB A
(Loss for the period FE(RHARETE )
attributable to owners
of the Company) (51,539) (67,683)
Six months ended
HENEA
30.6.2014
&
30.6.2013
—E—MFEAA=TH
&
—E—=F,A=1+H
Number of shares RGHOEE
Number of ordinary shares TR E
for the purposes of —GREREE
basic loss per share 800,000,000
No diluted loss per share is presented as the HRREBE_ZT—NER_T—=FH=+THIE
Company did not have any potential ordinary shares 7N E A 3 % R IR AR A B 3 B AR B/ B AT
in issue during the six months ended 30 June 2014 Tk - R 25 GRS R o
and 2013 or at the end of each reporting period.
8. DIVIDENDS 8 KE
No dividends were paid, declared or proposed RARRARARNBRESL N SRS ERSIREM
during the interim reporting period. The directors of RE - RRREFETERRNPHRE(BEZT
the Company do not recommend the payment of an —=FRA=THLEREAR : &) -
interim dividend (six months ended 30 June 2013:
nil).
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MOVEMENTS IN PROPERTY, PLANT AND
EQUIPMENT

During the period, the Group acquired property,
plant and equipment amounting to approximately
RMB2,212,000 with estimated useful lives ranging
from 5 to 10 years (six months ended 30 June 2013:
approximately RMB33,648,000) for the purpose of
maintaining the Group’s train and railway business.

The Group disposed of certain property, plant and
equipment with an aggregate carrying amount
of RMB12,408,000 (six months ended 30 June
2013: RMB12,347,000) for cash proceeds of
RMB12,456,000 (six months ended 30 June 2018:
RMB12,258,000), resulting in a gain on disposal of
RMB48,000 (six months ended 30 June 2013: loss
on disposal of RMB89,000).

For the six months ended 30 June 2014, the
directors of the Company conducted an impairment
assessment on the Group’s property, plant and
equipment and prepaid lease payments by assessing
on the expected recoverable amount based on the
higher of value in use and fair value less cost of
disposal. For the CGU engaged in manufacturing and
selling of axle components and axle assemblies to
heavy duty and medium duty truck (“Truck CGU”),
and the CGU engaged in manufacturing and selling
of train and railway component (“Railway CGU”) 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 11.51%
(81 December 2013: 12.1%). This calculation uses
cash flow projections based on financial forecasts
approved by management of the Group covering
five years with the cash flows beyond such period
are extrapolated using a steady growth rate till
the end of useful lives of the relevant assets. Key
assumptions for the value in use calculations relate to
the estimation of cash inflow/outflows which include
budgeted sales and gross margin, such estimation
is based on the management’s expectations for
the prospective market and market development.
The value-in-use calculation of the relevant assets
exceeds their carrying amounts as at 30 June 2014
and hence no further impairment loss is recognised
for the six months ended 30 June 2014 (six months
ended 30 June 2013: nil). The directors of the
Company made reference to the recent market
prices of the leasehold land located in the similar
location as the Group’s leasehold land on which
the property, plant and equipment is situated and
concluded no impairment on prepaid lease payments
is required.

9.

1E B (PE)BRAH

R BRAR S P SRR FIRE

for the six months ended 30 June 2014
BE-_ZT-—NFEARA=+HLAEAR

¥ BERRE2EE

RAHRE AEBEEE N ARK2212,0007T (&
EET—=FXNA=FTHIEARNEA: HARK

33,648,000 70) AT AIEAF A5 E10FAYE
R K iR - DA AR E I R B 5T -

AEBEHELEEEAS AR K12,408,0007T
(BzZZE—=F~"A=Z=tTBHBLEAEA: AR¥
12,347,0007T) 2 & T  BE & EHREER ST
BRIBAREA12,456,000 T (BHE_S—=F,A
=FTHIESNER : AR¥12,258,0007T) @ EHEE
WA AR 48,000 (BE=—E—=F/~"A=1+H
LENER - HEEIEB AR 89,0007T) °

HE_Z-—NEA=ZTHLEAREA  ARRIES
FRENMEABEEAFEREEXNA 2B ET
HEFANECBEBUAEEYE BERERER
TEMAEREETRERN S R BREREESE
AR -REBEBE I RIBEKRIRSEE BN
((FEBRSEASMN ) RRERERIEEHERE
BEXGNRcEELSEM([EKBEEESENM])
Mms HEEE2AWESEDIRERTATITER
EB5I%(ZE—=ZF+_A=+—H :12.1%)
STENFEREEET ZAE A NERAEETE
EEERERFYEEAZIRS R - miBs
ZHE RS R NEREEEEEER R ERE
REZEBEHEERMEN - EHEBEFEZEERK
HIBSRA AT AR BEEEHEERE
o ZEHEREEBRARTERTSEREZ
TEH - HEEEEMERAEEFEBEER =
FERNA=THZEEE BAtEHE_—ZT—MmFE A
—tALERNERVEE —SHARESE (BE-Z
—ZFRNA=ZFTHIEAEA : &)  c KRRARESFLKR
EEYE  BE&REATEANSEBEMHE - ERE
ez e 2 ABmERESH AR BENE
ERIEEERE -

WA
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Notes to the Condensed Consolidated Financial Statements
S RR4R & B RS SRR M EE

for the six months ended 30 June 2014
BE-_Z-—FEXA=1TAHLANEA

10. TRADE RECEIVABLES 10. EZEWFIE
Trade receivables comprise the following: B S EBGRIABEA T EIA
30.6.2014 31.12.2013
—E-F —ET—=F
AA=t+H | T =A=+—H
RMB’000 RMB’000
AR¥T R ARETIT
(unaudited) (audited)
(REERK) (Je#==%)
Trade receivables B H RN RIA 479,162 460,112
Less: impairment losses on B BHENEIE
trade receivables BEEBE (303,596) (283,035)
175,566 177,077
The Group allows an average credit period of 90-120 AEBREE S EFRHEIOE120KMTFHEEE] ©
days to its trade customers. The aging analysis of B O RWFIAN KRR D TIRBERREHARNEZH
trade receivables is presented based on the invoice ERZ7I -

date at the end of the reporting period.
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Notes to the Condensed Consolidated Financial Statements

10. TRADE RECEIVABLES (CONTINUED)

11.

The following is an aging analysis of trade receivables
(net of impairment loss on trade receivables),
presented based on the invoice date, which
approximated the respective revenue recognition

date, at the end of the reporting period:

R BRAR S P SRR FIRE

for the six months ended 30 June 2014
BE-_ZT-—NFEARA=+HLAEAR

10. EZEWFEOR (F)

AT RN ERE 5 B UEIE (HR B 5 B 0R
HEEE) (REERH(ESERARRBHEE)Z2
51 BORRER DA

30.6.2014 31.12.2013

—E-EF —EF—=%F

ARA=+H | tT=ZHA=1T—H

RMB’000 RMB’000

AR¥T R ARETIT

(unaudited) (audited)

(REEX) (Fez1z)

0 to 90 days 0Z90H 78,748 81,660
91 to 120 days 91&120H 14,390 18,148
121 to 180 days 1212180 H 18,904 33,238
181 to 365 days 181 HE 365 H 47,411 41,4683
Over 365 days 365 B A £ 16,113 2,568
175,566 177,077

BILLS RECEIVABLE

At the end of the reporting period, bills
receivable amounting to RMB19,000,000 (2013:
RMB65,114,000) have been endorsed to certain
creditors. The Group continues to present the
endorsed bills as bills receivable until maturity.

The following is an aging analysis of bills receivable:

11. EWZEE

RAREBR - ERER SR A AR 19,000,000
T(ZZE—=%: AR¥65114000T)EXEF
ETEEA - NEFEREZICEEZEAERE
% EEDH -

FEWSEIRHFREE AT T

30.6.2014 31.12.2013

—ET-mE —E—=F

RA=E+H | TZA=T—H

RMB’000 RMB’000

AR®T T ARETT

(unaudited) (audited)

(REEZ) (Fe2=1z)

0 to 90 days 0£90H 25,665 73,507
91 to 120 days 912 120H 6,200 7,070
121 to 180 days 1212180 H 6,500 6,872
181 to 365 days 181 £ 365 H 122 -
38,487 87,449

BREE(TE) ERAR —E-NERHHRE 3 3 B



Notes to the Condensed Consolidated Financial Statements
S RR4R & B RS SRR M EE

for the six months ended 30 June 2014
BE-_Z-—FEXA=1TAHLANEA

12.

13.

OTHER RECEIVABLES

Other receivables comprise the following:

12, HtifElROR

Hib BN FIRBIEATRIA

30.6.2014 31.12.2013
—E-EF —F—=%F
AA=t+H | T =A=+—H
RMB’000 RMB’000
AR¥T R ARETIT
(unaudited) (audited)
(REERK) (Je#==%)
Other receivables H fib e Iz IE 6,906 7,580
Advances to suppliers [t FE P A K 109,892 94,711
Prepaid expenses TERFAX 4,590 1,942
VAT-in recoverable BB — P E] 17,846 36,275
139,234 140,508

ASSETS CLASSIFIED AS HELD FOR SALE 13. PEABELEEE

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 30 June 2014 and the remaining
balance to be settled by September 2014.

On 27 June 2014, the Group entered into a
conditional agreement with an independent third
party in respect of disposal of its entire equity
interest in Changfeng Gear in an aggregate cash
consideration of RMB35,000,000. Changfeng
Gear is established in the PRC and is engaged
in manufacture and sale of gear, and remained
inactive as of the date of the agreement. Deposit of
RMB22,100,000 had been received as of 30 June
2014 and the remaining balance to be settled by
November 2014.

32 Changfeng Axle (China) Company Limited
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13.

Notes to the Condensed Consolidated Financial Statements

ASSETS CLASSIFIED AS HELD FOR SALE
(CONTINUED)

The assets attributable to Fujian Changfeng and
Changfeng Gear, 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.

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

As the carrying amount of the relevant assets of
the disposal of Changfeng Gear is higher than the
net proceeds of disposal, therefore RMB3,951,000
impairment loss has been recognised in profit and
loss.

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

13.

R BRAR S P SRR FIRE

for the six months ended 30 June 2014
BE-_ZT-—NFEARA=+HLAEAR

TERFEHEEE (K)

BEGEELRGEEREHEE (RN HRE T
BET_BAREE)ENBER[DBERBELESR
E] WREEMBARRARNERZZS -

HEREGEMFHEFEBLEREERARBL
FREDFE - FUt I EERRERE

HREEGELEREAEEERAESRNLEMR
RIEFRE - Bt REBRTEIBREEBEARE

3,951,0007T °

DRAFEREEEZ TZHERIMT

30.6.2014 31.12.2013
—E-MmEF —E—=F
AA=t+H | T =ZA=+—H
RMB’000 RMB’000
AR¥T R ARETIT
(unaudited) (audited)
(REERK) (Feztz)
Property, plant and equipment I E YN L] 59,277 74,808
Prepaid lease payments TENHEEFKIE 14,814 5,783
Assets classified as held for sale DEEFELHEEE 74,091 80,591
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Notes to the Condensed Consolidated Financial Statements
S RR4R & B RS SRR M EE

for the six months ended 30 June 2014
BE-_Z-—FEXA=1TAHLANEA

14. TRADE AND BILLS PAYABLES 14. EZENFEREMNERE
Trade and bills payables comprise the following: B RENFIENENEEBEEATRIE
30.6.2014 31.12.2013
—E-F —ET—=F
ARA=+H | tT=ZHA=1T—H
RMB’000 RMB’000
AR¥T R ARETIT
(unaudited) (audited)
(REEZR) (Fez1z)
Trade payables B S e EIE 51,953 58,880
Bills payable NS 9,400 65,115
61,353 123,995
The following is an aging analysis of trade payables, NTAREERERRENEZIHB(REZANZ
presented based on the invoice date, at the end of B|) Z BRER AT -
each reporting period:
30.6.2014 31.12.2013
— ik —T=F
~A=+H | t=ZA=+—8H
RMB’000 RMB’000
ARET T ARBTT
(unaudited) (audited)
(REBER) (EE=Z)
Within 30 days 30BHA 2,566 19,888
31 to 60 days 312 60H 15,623 8,657
61 to 90 days 61290 H 14,301 8,072
91 to 180 days 912180 H 16,157 10,628
181 to 365 days 181 £ 365 H 3,248 11,635
Over 365 days 365 B A £ 58 -
51,953 58,880
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14. TRADE AND BILLS PAYABLES (CONTINUED)

15.

Notes to the Condensed Consolidated Financial Statements

The following is an aging analysis of bills payable:

R BRAR S P SRR FIRE

for the six months ended 30 June 2014
BE-_ZT-—NFEARA=+HLAEAR

14. BEZEARERENRE (&)

ENERZREAMIAT

30.6.2014 31.12.2013
—E—-{mE —E—=F
AA=+H | T=A=+—H
RMB’000 RMB’000
ARETR ARBEFIT
(unaudited) (audited)
(REERK) (Je#==Z)
Within 30 days 30 HA 1,400 16,204
31 to 60 days 31260 H 3,000 13,754
61 to 90 days 61290 H 5,000 22,555
91 to 180 days 912180 H - 12,602
9,400 65,115
OTHER PAYABLES 15. HMWENSRIE
Other payables comprise the following: HA BB BREUTEIA ¢
30.6.2014 31.12.2013
—E—F —E—=F
AA=+RH | t=A=1T—H
RMB’000 RMB’000
AR¥ET T ARBTIT
(unaudited) (audited)
(REER) (JeEZ)
Advances from customers REZFRER 6,790 13,772
Payables and accruals for property, VI B MR E
plant and equipment A OB M AT RUR 13,400 40,752
Payroll and welfare payables JE T & RAEH 13,189 7,262
Warranty accrual RIEFERT IR 3,316 1,071
Other accruals E b ST ROA 11,533 14,762
Other tax payable H b pE{S i1 3,644 5,295
Other payables H e skIE 7,342 8,807
Payable for acquisition of additional WEE—EM B A R REsMERS
interest in a subsidiary Z FES R 18,550 =
Deposit receipt for disposal of B R ) WER S
subsidiaries 50,100 28,000
127,864 119,721

1E B (PE)BRAH

2 -MERERE 35



Notes to the Condensed Consolidated Financial Statements
I RRAR & BT TS SRR M 5T

for the six months ended 30 June 2014
BE-_Z-—FEXA=1TAHLANEA

16.

BORROWINGS

During the period, the Group obtained new
bank borrowings amounting to approximately
RMB194,393,000 (six months ended 30 June
2018: approximately RMB251,167,000) and repaid
bank borrowings amounting to approximately
RMB273,350,000 (six months ended 30 June
2013: approximately RMB264,610,000). The
Group also obtained other borrowings amounted
to approximately RMB48,271,000 (six months
ended 30 June 2013: nil). The bank borrowings
carry interest at variable market rates ranging from
5.50% to 8.61% per annum (six months ended 30
June 20183: 5.88% to 7.87%) and are repayable in
one year from the end of the reporting period. The
other borrowings carry interest at variable market
rates ranging from 0-10.48% per annum (six months
ended 30 June 2013: nil) and are repayable in one
year from the end of the reporting period.

The Group had pledged certain assets to secure
banking facilities granted to the Group. The carrying
value of the assets pledged are as follows:

16.

RAEE AEBIREHEFETERODARE
194,393,000 T (B E —F—=F/XA=1+H It/ A
B 9 AR¥ 251,167,000t ) I 2 BB B 1T1E KA
AR #273,8350,0000(BE_T—=F~A=1+H
IEREA « Y9 AR 264,610,0007T) ° A& B JREX
BEMERD AR 48,271,000 T (BE-ZT—=
FARA=ZTRHIEAEA : £) - RITEFIRZE TS
FRRNFE550EE81E(HRE-_ZT—=FA
=+HIEAREA : 5.88FEZE7.87E):TE - WERIR
LHRE—FANEE - EMERIRZH TS FHN X
NFEEE1048E(HE-_E—=FA=1+HIt
ANEA : E)EE  WERRSERE—FREE -

AEBECHERE TEEMERSRAARSER L MRTT
BENER - CEWEENREERT

30.6.2014 31.12.2013
—F-0F —T=F

AA=t+H | T =ZA=+—H

RMB’000 RMB’000

AR®T R ARETIT

(unaudited) (audited)

(REERK) (fe#==Z)

Property, plant and equipment I E YN 89,891 129,138
Land use rights T AR 247,592 52,010
Trade receivables 2 5 EWGRIE 65,159 29,409
402,642 210,557
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17.

18.

Notes to the Condensed Consolidated Financial Statements

R BRAR S P SRR FIRE

for the six months ended 30 June 2014
BE-_ZT-—NFEARA=+HLAEAR

SHARE CAPITAL 17. B
Number
of shares Amount
R EE &8
US$'000
FET
Ordinary shares of the United States Fl®EEO.01F T ([=x])
dollars (‘US$”) 0.01 each FOR=REL
Issued & fully paid: BEZTRHE -
At 1 January 2013, 30 June 2013, Rn-—E—=F—HF—AQ8"
1 January 2014 and 30 June 2014 —E—=FA=+H"
—E-HmFE—-—HA—BK
—E—FEARA=1+H 800,000,000 8,000
30.6.2014
&
31.12.2013
ZE-WERA=TH
K
—T-=%+"A=t—H
RMB’000
ARBTIT
Shown on the condensed RESBRAR & AR R
consolidated statement of
financial position 53,560

ACQUISITION OF ADDITIONAL INTEREST IN
A SUBSIDIARY

On 27 December 2013, the Group had entered into
an equity transfer agreement with Lonking (Jiangxi)
Machinery Co., Ltd. (“Lonking Machinery”) to acquire
an additional 40% interest in the Changfeng Gear
Manufacturing Co. Ltd (“Changfeng Gear”) at a cash
consideration of RMB30,000,000.

A loss of RMB8,525,000 had been recognised in
reserve, which represents the difference between
the consideration paid of RMB30,000,000 and the
carrying amount of the 40% non-controlling interest
being acquired of.

The transaction has completed during the period and
Changfeng Gear become a wholly owned subsidiary
of the Group thereafter.

1E B (PE)BRAH

18. WER—EME QR 2EMER

RZZE—=F+-A=++tH ' "EEHEET(T
79) A A RN T ([BE MM |) 7T S R A es s 1
LAZE £ KB A R % 30,000,000 TR BN R i2G L8
AR ([GEERE ) 258N 0% i o

B8 A R ¥ 8,525,000 T B A HEF R - e R
B AR # 30,000,000 7t £2 A7 Uk B 40% FE 52 % 22 25 BR
HERCZ% -

RZERHATK - Bz SERmbERK /NS
EMEAR -

Ji
kb

2 -MERERE S/



Notes to the Condensed Consolidated Financial Statements

ERAR S B SRR M EE
for the six months ended 30 June 2014
BE-_ZT-—FEXA=1THLAEA

19. CAPITAL COMMITMENTS 19. BEREIE
30.6.2014 31.12.2013
—E-F —T—=
RAA=t+R | t=ZA=+—H
RMB’000 RMB’000
AR¥T R ARETIT
(unaudited) (audited)
(REERK) (Je#==%)
Capital expenditure in respect of W HE TR 55 T i B
acquisition of plant and machinery KB AN
— contracted for but not provided for —BFIAERR
in the condensed consolidated FIRRAR & S s
financial statements 1,838 2,010
20. RELATED PARTY DISCLOSURES 20. BAEATIRE
During the period, the Group entered into the REIA - NEEE HEEEA L] MRS :
following transactions with related parties:
Compensation of key management personnel TEETE A SR
The remuneration of directors and other members REEZZT—MOFER=_FT—=FH=THLMHE
of key management during the six months ended 30 A EEREMEEZEBASHHFMAT
June 2014 and 2013 was as follows:
Six months ended
BEAMEA
30.6.2014 30.6.2013
—ZET-MmE —E-=F
~A=1+H ~NA=+H
RMB’000 RMB’000
ARBT T ARET T
(unaudited) (unaudited)
(REER) (REEEZ)
Short-term benefits 2 TR A 2,017 2,137
Post-employment benefits RIRREF 44 53
2,061 2,190
-—I
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21.

Notes to the Condensed Consolidated Financial Statements

EVENT AFTER REPORTING PERIOD

On 30 July 2014, the Group entered into a
conditional agreement with an independent third
party in respect of disposal of land in Sichuan
Changfeng Axle Co., Ltd. (“Sichuan Changfeng”) in
an aggregate cash consideration of RMB71,084,000.

The reason of disposal is to reallocate the resources
currently occupied by Sichuan Changfeng, and to
improve the Group’s cash flow position and financial
strength.

It was estimated that there would be a gain in the
amount of approximately RMB1,892,000 on the
disposal which is calculated by reference to the net
proceeds from the disposal less the net book value
of the land and the factory building erected on the
land as at 30 June 2014.

RS P SRR FIRE

for the six months ended 30 June 2014
BE-_Z-—NFEARA=1+HLAER

21. REHEEZE

R-E—NE+A=1+H AEBE-ZBIE=
AN — ARG HE  REEENERENREA
R ¥71,084,000 L HE&EM )| #5 LEF AR AR ([T
JEBE ) 2 — gt -
HERRAAEFHREEN) I BLBHANER » Wik
EXREERSRARRDLET S »
RZZE—WENA=1H  BFHEBELWRRD
AR 1,892,0007T @ Jh2E &SRB FEEH -
R R ezt SR F 2 T R BR R BT E -
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RESULTS AND APPROPRIATIONS

The results of the Group for the six months ended 30 June
2014 are set out in the condensed consolidated statement
of comprehensive income on page 15.

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

As at 30 June 2014, the interests or short positions of
each director of the Company (the “Director”) and chief
executive of the Company in the shares, underlying shares
or debentures of the Company or its any associated
corporation (within the meaning of Part XV of the Securities
and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) (the “SFO”)) which were required to be notified to the
Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions
which are being taken or deemed to have taken under
such provision of the SFO); or were required pursuant to
Section 352 of the SFO to be entered in the register referred
to therein; or were required pursuant to the Model Code
for Securities Transactions by Directors of the Company
(the “Model Code”) as set out in Appendix 10 of the Rules
Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”) to be notified to the Company and the
Stock Exchange were as follows:

40 Changfeng Axle (China) Company Limited
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[
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(i) Interestin our Company

Other Information
Higw

) RAEDFHER

Approximate

Number of percentage of
Name of Director Nature of Interest Securities shareholding
EEEHE st BEHE BHREE D
Wu Ching (Note) Interest of a controlled 404,762,592 50.60%
corporation
iRER (BI5E) R EEER
Wong Kwai Mo (Note) Interest of a controlled 404,762,592 50.60%

corporation
T8 () RiE AR

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 - BHER R T 1EIR& B34 50% Changfeng Axle Holdings
Ltd. ([#5EBVI]) BZ#7THRA -

(i) REBCEENER

Name of associated Number of Percentage
Name of Director corporation shares Shareholding
EEE8 HEEE AR R EE REBDLE
Wu Ching Changfeng BVI 25,000 50%
HRER LBV
Wong Kwai Mo Changfeng BVI 25,000 50%
TER 52 BVI

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2014, to the best of the Director’s knowledge,
the following persons (other than the Directors and chief
executives of the Company) had or deemed or taken to have
interests and short positions of 5% or more in the shares
of the Company which would fall to be disclosed under
provision of Divisions 2 and 3 of Part XV of the SFO or as
recorded in the register required to be kept under Section
336 of the SFO:

FERR

R —E—MERA=+TH  BERMRA - RARFRND
PR SRR ER A RIRE S M B IRPIEXVEEE2 3D
MR BTRBEIRIEE S MG RPIFE 336 IRAFE
ZBRMARCEZ 5% HIA LR REEMAL (TEER
NAEENZSTHRAB) AT

Long positions in the Shares and underlying Shares of RATRDREBERINGAE
the Company
Approximate
Interests in percentage
Name of shareholder Nature of interest Shares shareholding Notes
BORE
REEH EEME R R ATk MiaE
Changfeng BVI Beneficial owner 404,762,592 50.60% 1
5EBVI EREAA
Wu Ching Interest of a controlled 404,762,592 50.60% 1
HAEH corporation
R EE R
Wong Kwai Mo Interest of a controlled 404,762,592 50.60% 1
TS corporation
R AR ER
Starr International Foundation Interest of a controlled 114,801,600 14.35% 2

corporation
SN

RS (PE)BRAT

—E-MEFHEE 4]



Other Information
HAith & K

Name of shareholder

BRERE

Nature of interest

EEE

Interests in
Shares

IR iR

Approximate
percentage
shareholding
B4R
Aok

Notes

&

Starr International AG

Starr International

Starr International Investments Ltd

Starr Insurance and Reinsurance Ltd

Starr International Cayman, Inc.

Interest of a controlled
corporation
TP EE S
Interest of a controlled
corporation
A E R
Interest of a controlled
corporation
TP AE R
Interest of a controlled
corporation
A E R

Interest of a controlled

114,801,600

114,801,600

114,801,600

114,801,600

114,801,600

14.35%

14.35%

14.35%

14.35%

14.35%

Starr Investments Cayman I, Inc.

Notes:

(1)

@

©

corporation
R EEER

Beneficial owner

BERfBA

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 BV for
the purpose of the SFO.

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

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.
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(1)

@

3

114,801,600 14.35% 2

S BV A A EE 50% s R A FIERES 50% # o 1RIE
B RIENRP) - AEFE T IR BB 5L BVIATH R
Ay HE R ©

Starr Investments /1 Starr International Cayman, Inc. £ &#
A - Starr International Cayman, Inc. #1 Starr Insurance and
Reinsurance Ltd. £2&## ° Starr Insurance and Reinsurance
Ltd. AStarr International Investments Ltd. 5% & /1B 7] - Starr
International Investments Ltd. i Starr International Company
Inc. ([Starr International/) =& # & ° Starr International 41
Starr International AG =& # & + Starr International AG #
Starr International Foundation (R + v H#ZEZHE2) 2 &
B o IRIEEERAIENFH] - Starr International Foundation

Starr International AG ~ Starr International ~ Starr International
Investments Ltd. - Starr Insurance and Reinsurance Ltd. % Starr
International Cayman, Inc. 7 B #12 A#EH Starr InvestmentsfiF
BRI HI e

BrafaR R THIEBBLBYI #9%E F R E 4 Starr Investments
Cayman ll, Inc. HIEZES) - BHEE EBLRATRENZS R A
ErtE e EFLES -
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CORPORATE GOVERNANCE

The Company is committed to maintain high standards of
corporate governance practices and procedures with a view
to being a transparent and responsible organization which is
open and accountable to the shareholders of the Company.
These can be achieved by an effective Board, segregation
of duties with clear accountability, sound internal control,
appropriate risk assessment procedures and transparency
of the Company. The Board will continue to review and
improve the corporate governance practices from time to
time to ensure the Group is led by an effective Board in order
to optimize returns for the shareholders of the Company.
During the six months ended 30 June 2014, the Company
has applied the principles of and has complied with all code
provisions as set forth in the Corporate Governance Code
(the “CG Code”) as contained in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited, save for the deviation as set forth
below:

Code Provision A.6.7

Code Provision A.6.7 of the CG Code provides that
independent non-executive directors and non-executive
directors should attend general meetings of the Company.
Due to prior business engagements external to the
Company and personal commitments, the non-executive
Director, Ms. Dong Ying, Dorothy and the independent non-
executive Director, Dr. Li Xiuging were not able to attend
the annual general meeting of the Company held on 23 May
2014.

Compliance

The Company has appointed a compliance adviser on an
ongoing basis for a two year period as per the direction
of the Listing Committee of the Stock Exchange, details
of which are set out in the announcement of the Stock
Exchange dated 9 July 2014.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S SHARES

The Company has not redeemed any of its listed shares
during the six months ended 30 June 2014. Neither the
Company nor any of its subsidiaries had purchased, sold or
repurchased any of the listed shares of the Company during
the six months ended 30 June 2014.

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 and declared that they have complied with the
required standards set out in the Model Code throughout the
six months ended 30 June 2014.

RS (PE)BRAT

Other Information
Higw

TEERER

RRABBNERSKTNBERERERLIERF - BRER
—HRAFRAERBEETHNEE  UFAMEERERFR
RAE - - LERAUSRAARANNESE  HHANEBE
gl - RIFNANEREE - BERRERET LR T KBERER
B - EFgRHEE TR RAERAEENTEERS
B BRAEEEEFENEURET - RAR TR
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EP R ERTRIPTESI P A ST RMEST - LA T (R BERR
PINE

SFRIRCSE AB.T 1R
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AUDIT COMMITTEE

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

The Audit Committee has reviewed the accounting
principles, practices and treatments adopted by the Group
and the report with the management and the auditors of the
Company.

QUALIFIED CONCLUSION AND EMPHASIS OF
MATTER OF REPORT ON REVIEW OF CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

The Board will continue to monitor the matters as described
under the headings of “Basis for qualified conclusion” and
“Emphasis of matter” on page 14 and 15 of the report and
keep the shareholders and potential investors informed by
way of an announcement as necessary.

APPRECIATION

On behalf of the Board, | would like to express my gratitude
to our management and staff for their dedication and
contribution to the Group throughout the six months ended
30 June 2014.

By Order of the Board
Wong Kwai Mo

Chairman

Hong Kong, 28 August 2014
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