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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

In the first half of 2024, the competition in the domestic automobile market further intensified, and factors such as
price impact and fluctuations in market sentiment brought about by new energy and new models posed great
challenges to traditional fuel automobile dealers. Although the implementation of favorable policies such as the
national and local governments’ trade in policy has somewhat stabilized sales, the profit margin of new automobile
sales was still at a historic low. Faced with the turbulence and difficulties during the industry transformation period,
with the firm support and full backing of its state-owned substantial shareholder, the Group focused on developing its
main business of luxury and ultra-luxury brand automobile sales, continuously optimizing operational quality,
innovating marketing methods, strengthening cost reduction and other measures, striving to stabilize the existing
business base, exploring emerging businesses and developing an international network, and striving to create a
“second growth curve”. At the same time, we actively adjusted our operational strategies and carried out
organizational restructuring to continuously promote quality and efficiency improvement.

For the six months ended 30 June 2024, the Group recorded a revenue of approximately RMB9,876 million and gross
profit of approximately RMB177 million.

In the first half of 2024, the stores of the Group received a total of 92 awards from automobile manufacturers, local
governments, industry media and industry associations, among which 80 were awarded by manufacturers, and 12
were awarded by local governments, media and industry associations. During the reporting period, the Group ranked
18th among the top 100 China’s Automobile Dealership Groups, up by 4 places from last year, and was successfully
selected for the 2024 Top 100 China Automobile Distribution Industry Social Responsibility. Shenzhen Tiangi Land
Rover DFYIKITHEFR), a store of the Group, was granted the 2024 China Auto Top 100 Dealer Single Store Award.
Shenzhen Nanfang Tengxing Mercedes Benz (¥ 7 48 £ 7 5f) and Wuhan Baoze BMW 4S stores ranked 7th and
27th respectively among the Top 100 China Auto 4S Store by Revenue.

The following is a review of the business development of the Group’s various business sectors in the first half of
2024, and the progress made in improving management:

(1) Automobile dealership
During the reporting period, the Group strengthened operational guidance and management improvement for
existing brand stores, implemented stricter assessment and incentive mechanisms, dynamically adjusted sales
targets in response to market conditions, vigorously expanded after-sales and derivative businesses to enhance
profit sources, strengthened dynamic monitoring of inventory, and reduced systemic operational risks.

The Group also actively and steadily promoted the distribution of new energy vehicles. In terms of new energy
vehicle sales, the sales of new vehicles accounted for 9.97% of the Company’s overall sales, and the sales of
BMW new energy vehicles continuously increased, accounting for 5.47% of the Company’s overall sales.

1. Sales of new automobiles
During the reporting period, faced with unfavorable market conditions, the Group flexibly adjusted its
business strategies and marketing methods to reduce the adverse effects of price competition and
maintain the stability of its new automobiles sales business.

In terms of business strategy, by actively adjusting the brand model structure, we strived for
advantageous models to alleviate the adverse effects of the significant decline in new automobile prices.
Secondly, we strengthened the national resource coordination and collaborative allocation of the same
brand, increased the accumulation of pre orders, and further strengthened sales price control to find the
best balance between maximizing brand OEM policies and the Group’s sales revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS

In terms of marketing methods, we actively organized and carried out themed marketing activities, and
enhanced the effectiveness of store new media promotion, customer lead acquisition, and order
conversion by leveraging various new media platforms and cross industry cooperation. We actively
informed our customers of the national and local trade in policies, and conducted test drives and
evaluating activities at new automobile launches to enhance brand image and increase sales opportunities.
At the same time, we organized sales skills competitions within the Group to enhance the professional
abilities and service levels of frontline sales personnel.

The Group’s sales volume of new automobile for the period ended 30 June 2024 was in aggregate 26,615
units, representing a period-on-period decrease of approximately 12.9%, including 22,679 units of luxury
and ultra-luxury branded automobiles, representing a period-on-period decrease of approximately 13.4%.

After-sales services business

In the first half of 2024, adhering to a “customer-centric” principle, the Group actively increased
reminders and invitations for customers’ first maintenance, customized maintenance, manufacturer
recalls, warranty expiration, etc, and provided door-to-door pick-up and drop off and night maintenance
services to enhance customer demand stickiness. We offered differentiated products for different
customer groups. For ageing vehicles, we gave timely inspection and maintenance reminders to improve
customer experience and increase output value. We proactively expanded our service coverage by offering
frontline services in special weather conditions and providing free vehicle safety inspections, vehicle
rescue, and food and material supplies, to safeguard customers’ travel with convenient and thoughtful
services.

During the reporting period, by leveraging its business scale, the Group actively strengthened centralized
procurement of high-quality decoration products, spare parts, and regional outsourcing services, and
effectively reduced procurement costs. In addition to offline services, the Group also improved and
enhanced online after-sales service marketing by digital means such as store enterprise WeChat and
mini-programs, providing customers with more comprehensive and timelier after-sales services.

For the six months ended 30 June 2024, the Group provided after-sales services for 538,637 units of
automobiles in aggregate. Revenue from the after-sales services of the Group amounted to approximately
RMB1,699 million.

Automobile-related derivative business

3.1 Pre-owned automobile business
Benefiting from the implementation of a series of new policies to promote the healthy development
of the pre-owned automobile market, China’'s pre-owned automobile industry continued to implement
standardization, normalization, and scaling. In the first half of 2024, the cumulative transaction
volume of pre-owned automobiles in China reached 9.383 million units, representing a
period-on-period increase of 614,300 units or 7%, with a cumulative transaction amount of
RMB625.212 billion.

The Group closely followed industry trends and policy opportunities, continuously strengthened the
pre-owned automobile business, and achieved overall consolidation of the Group’s business,
gradually building an operational management model of pre-owned automobile headquarters +
regional centers + retail benchmark stores. Under the unified management of the second-hand
automobile operation headquarters, we established regional pre-owned automobile centers and the
first batch of six brand retail benchmark stores at the four core areas to optimize the allocation of
pre-owned automobile resources. Through dynamic inventory management, online promotion and
lead conversion enhancement, we focused on improving the efficiency of vehicle flow to enhance
business scale and promote the coordinated development of stores in various regions. For the six
months ended 30 June 2024, the sales volume of the pre-owned automobiles of the Group increased
by approximately 11% period-on-period.
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3.2. Auto finance business
The Group fully utilizes its advantages in brand and scale, and continues to engage in deep and
extensive cooperation with various types of financial institutions such as automobile finance
companies and banks. We actively explored and developed mutually beneficial cooperation plans for
automobile retail mortgage loans with multiple financial institutions, effectively increasing the total
amount of financial product investment, improving the periods of financial products and enhancing
comprehensive services for high-quality customers.

For the six months ended 30 June 2024, the Group achieved a cumulative period-on-period increase
of 108.4% in auto finance revenue.

3.3 Insurance agency business

In order to cope with fierce market competition and improve the quality of our business
development, Dingze Insurance Agency Co., Ltd. (S22 RERIZHERAF]) ("Dingze Insurance Agency”),
a subsidiary of the Group, continuously consolidated its core businesses such as new insurance and
renewal insurance, updated and optimized its existing derivative insurance products such as double
insurances and commuter automobile insurance, and increased its product coverage. It not only
provided more comprehensive insurance services to various customers, but also enhanced product
competitiveness and insurance business profitability, which in turn contributed to the new
automobile sales and after-sales business of 4S stores. In the first half of 2024, the Group’'s new
automobile insurance coverage rate reached 94%, and the number of renewals increased by 6.7%
compared to the corresponding period last year.

Dingze Insurance Agency has strengthened communication and cooperation with insurance
companies by optimizing institutional processes and controlling costs, and actively sought pilot
projects for urban renewal centers to further focus its resource advantages and facilitate the
improvement of the automotive derivative businesses.

Continuously optimising brand structure and store-end profitability and focusing on
market opportunities brought by the new energy and new dealership model

As a leading dealership group of luxury brands in the PRC, the Group represents mass-market luxury and
ultra-luxury automobile brands including Porsche, Mercedes-Benz, BMW, Audi, Jaguar Land Rover and Volvo. In
addition, the Group also engages in the dealership of mid-to-high-end brands such as FAW-Volkswagen, Buick,
Dongfeng-Nissan, FAW Toyota and Dongfeng-Honda, as well as independent brands such as Hongqgi, GWM Haval and
Great Wall-Tank-WEY.

As of 30 June 2024, the Group had 93 dealership stores in 36 cities across 15 provinces and municipalities in China,
and was authorised to develop 3 additional dealership stores.
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The Group continued to optimize its existing network and made more prudent dynamic structural adjustments to its
operating brand. In the first half of the year, we successfully obtained the Tesla authorized body and paint centre
project in Guangzhou. The Wuhan Land Rover 4S store and Shanghai NIO authorization after-sales service center
projects, which were authorized at the end of 2023, are also steadily progressing. The Group will keep a close eye on
its own brands and the new energy sector, especially the maintenance sector which has a relatively stable revenue. It
will also actively apply for city authorizations for new energy brands through reorganizing its own location and
property resources.
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MANAGEMENT DISCUSSION AND ANALYSIS

(1)

(1)

(IV)

Supply chain business

Shengze Jietong Supply Chain Co., Limited* (EE2fEMEEHFE B R A F]), a subsidiary of the Group, achieved a
revenue of approximately RMB172 million in the first half of 2024, boosted by the Spring Festival peak sales
season and certain business route changes.

In terms of vehicle business, we have entered into a strategic cooperation agreement with Wuhan Dong Hon
Logistics Co., Ltd. In terms of spare parts business, we re-tendered for carriers of common spare parts to
reduce procurement costs, improve the application of spare parts systems, and enhance the efficiency of
automated multi pass warehouse entry and exit operations. In terms of warehousing business, we have
successfully renewed the venue leasing contract with XPeng and optimized and adjusted the layout of the
warehousing area.

Emerging business

The Group has proactively accelerated the strategic planning for its international business and formulated an
international business plan. During the reporting period, we vigorously promoted the internationalization of our
pre-owned automobile business through not only our own efforts but also the resources and channels within
our shareholder base. We focused on expanding our business network in regions such as Africa, the Middle
East, and Southeast Asia, and sought cooperation opportunities for overseas investment with mainstream
domestic automakers.

In terms of expanding our new energy business, Hubei Guomao New Energy Technology Co., Ltd.* (#11t Bl & #7
BEREI AR A A]), a joint venture company of the Company, has accumulated more than 100 MW of reserves
and tracked key photovoltaic projects during the reporting period. It has successfully signed contracts for three
photovoltaic projects, including Wuhan Jieyuexing Supply Chain Industrial Park, Sichuan Changjiang Hydraulic
Factory, and Hubei Port Group’s Automobile Transport Company Park. In the future, it will continue to develop
its light, storage, charging, and conversion related businesses from its base in Wuhan, with the aim of building
a new energy investment and operation center that radiates across the Central China region.

Management improvement

In the first half of 2024, the Group continued to promote management improvement in cost reduction and
efficiency improvement, regulated governance, internal supervision, risk prevention, information development
and other aspects:

o In terms of cost reduction and efficiency improvement, we strictly implemented a strong performance
evaluation mechanism, optimized personnel allocation and organizational structure at the store end, and
strictly controlled variable costs such as travel expenses and marketing expenses. We promoted
reasonable selection of batch sales pace for each store, reduced inventory level, strengthened the
planning and of operating capital management, and further reduced average finance costs through various
channels.

o In terms of regulated governance, the Group continued to put forward the establishment of an improved
and standardized governance structure and scientific rules of procedure. During the reporting period, the
Company added 13 new rules and regulations, amended 9 systems, simultaneously reviewed and updated
the approval authority of various functional departments and investment enterprises at the headquarters,
and optimized 25 system processes. Based on legal and regulatory requirements, best industry practices,
and company strategic goals, we developed internal control manuals and integrity manuals that clearly
outline guiding principles and operational standards.

China ZhengTong Auto Services Holdings Limited
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o In terms of internal supervision, the Group emphasized the key points of auditing, focused on the
implementation of strategic planning, the quality of business operation, and the efficiency of resource
allocation, and strengthened audit work around key areas, important matters and major risks that affect
the Company’s business development. During the reporting period, we completed various audit projects,
including but not limited to daily operations of 4S stores, pre-owned automobile business, seal
management and other aspects and implemented comprehensive and in-depth process supervision of
procurement business to ensure fairness, openness, and impartiality.

. In terms of risk prevention, we identify, collect, follow up, evaluate and reflect on risk control matters in
accordance with the risk control system, and summarize and report thereon. At the same time, based on
the business expansion of the Group, we improved risk prevention and control measures and adjusted our
risk response strategies accordingly. The Company improved the management system for business risks,
and strengthened risk identification, warning, and control. The Company has also established and
optimized its financing, guarantee and foreign exchange transaction management systems, and strictly
controlled the execution risks of its financial and fund-raising activities, giving full play to the emergency
management and public opinion management team’s guiding role in risk control.

o In terms of information development, the Group has independently developed multiple core business
systems, including intelligent inventory, loaner vehicle, consignment mode, a brand-new member
accounting system, and digital electronic tickets. By introducing advanced RPA technology, the
manufacturer’s system and internal OMS system have been seamlessly integrated, and a corporate digital
transformation strategy has been formulated to gradually promote transformation.

FINANCIAL REVIEW

Revenue

For the six months ended 30 June 2024, the Group recorded a revenue of approximately RMB9,876 million,
representing a decrease of approximately 19.8% as compared to the revenue of approximately RMB12,310 million in
the first half of 2023. The decrease in revenue was mainly due to a decrease in sales volume and the selling price of
new automobiles during the period.

Revenue of the Group was derived from the sales of new automobiles, after-sales services, mortgage facilitation
services and other businesses. In the first half of 2024, revenue from the sales of new automobiles amounted to
approximately RMB7,658 million, representing a decrease of approximately 27.6% as compared to approximately
RMB10,581 million in the first half of 2023, and accounted for approximately 77.5% of the total revenue in the first
half of 2024 (corresponding period in 2023: 86.0%), among which, revenue from the sales of luxury and ultra-luxury
branded automobiles accounted for 94.0% of the revenue from the sales of new automobiles (corresponding period in
2023: 95.0%).

In the first half of 2024, revenue from the after-sales services was approximately RMB1,699 million, representing an
increase of approximately 19.2% as compared to approximately RMB1,426 million in the first half of 2023. In the first
half of 2024, revenue from the after-sales services accounted for approximately 17.2% of the total revenue
(corresponding period in 2023: 11.6%).

In the first half of 2024, revenue from the provision of mortgage facilitation services was approximately RMB326
million and accounted for approximately 3.3% of the total revenue. For details, please refer to “Note 4 Revenue” to
the unaudited interim financial report.
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Cost of sales

For the six months ended 30 June 2024, the Group’s cost of sales decreased by approximately 17.0% to approximately
RMB9,698 million as compared to approximately RMB11,679 million in the first half of 2023, which was due to a
decrease in sales of new automobiles. In the first half of 2024, cost of sales for new automobiles of the Group
decreased by approximately 19.5% to approximately RMB8,498 million from approximately RMB10,558 million in the
first half of 2023, which was due to a decrease in sales of new automobiles which resulted in a corresponding
decrease in sales costs. Cost of after-sales services increased by approximately 19.7% to approximately RMB1,019
million from approximately RMB851 million in the first half of 2023. The increase was mainly attributable to a
corresponding increase in after-sales service revenue.

Gross profit and gross profit margin

For the six months ended 30 June 2024, the Group’s gross profit decreased by approximately 71.9% to approximately
RMB177 million from approximately RMB630 million in the first half of 2023, and the gross profit margin decreased
by approximately 3.3 percentage points to approximately 1.8% from 5.1% in the first half of 2023, which was mainly
due to a decrease in the average selling price of new automobiles.

Selling and distribution expenses

For the six months ended 30 June 2024, the Group’s selling and distribution expenses decreased by approximately
16.8% to approximately RMB471 million from approximately RMB566 million in the first half of 2023, which was
mainly due to a decrease in labor costs, marketing expense and advertising cost.

Administrative expenses

For the six months ended 30 June 2024, the Group's administrative expenses amounted to approximately RMB504
million, representing a decrease of approximately 5.8% from approximately RMB535 million in the first half of 2023,
which was mainly due to the changes in foreign exchange gains or losses.

Profit from operations

For the six months ended 30 June 2024, the Group’s loss from operations was approximately RMB233 million, as
compared to the profit from operations of approximately RMB153 million for the same period in 2023. The decrease
was mainly due to the decrease in gross profit margin from sales of new automobiles during the period.

Income tax

For the six months ended 30 June 2024, the Group’s income tax credit amounted to approximately RMB88 million,
and the income tax expenses amounted to approximately RMB2 million in the first half of 2023. This was mainly due
to the additional provision of income tax temporary differences.

Contingent liabilities
As at 30 June 2024, the Group did not have any material contingent liabilities other than as disclosed in “Note 27
Contingent liabilities” to the unaudited interim financial report.

Loss for the period

For the six months ended 30 June 2024, the Group’s loss for the period was approximately RMB635 million, as
compared with a loss of approximately RMB386 million in the first half of 2023. Such decrease was mainly due to the
decrease in revenue from the sales of new automobiles and gross profit margin from sales of new automobiles.

Current assets and current liabilities

As at 30 June 2024, the Group’s current assets amounted to approximately RMB14,447 million, representing an
increase of approximately RMB21 million as compared to the current assets of approximately RMB14,426 million as at
31 December 2023.

As at 30 June 2024, the Group’s current liabilities amounted to approximately RMB22,286 million, representing a
decrease of approximately RMB358 million as compared to the current liabilities of approximately RMB22,644 million
as at 31 December 2023. The decrease was mainly due to a decrease in trade and bills payable.
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Cash flow

As at 30 June 2024, the Group had cash and cash equivalents amounting to approximately RMB470 million,
representing a decrease of approximately RMB275 million from approximately RMB745 million as at 31 December
2023. The Group’s transactions and monetary assets were principally denominated in Renminbi. The Group’s primary
uses of funds were to pay for purchases of new automobiles, spare parts and automobile accessories, to repay the
Group’s loans, borrowings and other indebtedness, to finance the Group’s working capital and daily operating
expenses and to establish new dealership stores or to acquire dealership stores or other businesses. The Group
finances its liquidity requirements through a combination of cash flows generated from the operating activities, bank
loans and other financings. For the six months ended 30 June 2024, the Group had net cash inflow of approximately
RMB147 million generated from its operating activities (for the six months ended 30 June 2023: net cash outflow of
approximately RMB446 million), which was primarily due to the decrease in the amount of trade and other payables
paid during the period as compared to the amount paid in the same period of 2023.

Capital expenditure and investment

For the six months ended 30 June 2024, the Group’s capital expenditure and investment were approximately RMB465
million (2023: RMB401 million), which was mainly due to the increase in investment in dealership shop upgrading and
renovation.

Inventory

The Group’s inventories included vehicles, automobile spare parts and properties under development for sale. In
general, each of the Group’'s dealership stores individually manages the quotas and orders for new automobiles,
automobile spare parts and other inventories. In addition, the Group utilizes its information technology systems to
manage its inventories, and also monitors the inventories within its whole dealership network and may transfer
automobiles from one dealership store to another to rebalance inventory levels. The inventories of the Group
amounted to approximately RMB3,833 million as at 30 June 2024, representing an increase of approximately RMB61
million when compared with approximately RMB3,772 million as at 31 December 2023. Such change was mainly due
to the increase in the closing inventory of new automobiles of the Group. The Group’s average inventory turnover days
in the first half of 2024 was 50.4 days, representing an increase of 1.0 day as compared to 49.4 days in the first half
of 2023. The following table sets forth our average inventory turnover days (excluding the impact of properties under
development for sale) for the period indicated:

For the six months ended

30 June (day)
2024 2023

Average inventory turnover days (excluding the impact of properties under
development for sale) 50.4 49 .4

Foreign exchange risk

The Group conducts its business primarily in Renminbi. Certain bank deposits and bank loans were denominated in
foreign currencies. The Group used forward exchange instruments and option foreign exchange instruments to
partially hedge its US-dollar future loans repayment.
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Liquidity and capital resources

Working capital and capital expenditures of the Group were primarily funded through cash generated from internal
operation and borrowings provided by principal banks and other financial institutions. As at 30 June 2024, the Group’s
cash and cash equivalents and bank deposits were approximately RMB5,451 million (including: pledged bank deposits
of approximately RMBA4,981 million, cash and cash equivalents of approximately RMB470 million), representing a
decrease of approximately RMB169 million, from approximately RMB5,620 million as at 31 December 2023. As at 30
June 2024, loans and borrowings, lease liabilities of the Group amounted to approximately RMB21,135 million (31
December 2023: loans and borrowings, lease liabilities of the Group amounted to approximately RMB21,041 million).
As at 30 June 2024, the net gearing ratio of the Group was approximately 1,089.1% (31 December 2023:
approximately 1,198.1%). Net gearing ratio as at 30 June 2024 was calculated as loans and borrowings and lease
liabilities less cash and cash equivalents, time deposits and pledged bank deposits divided by total equity. The Group
will actively improve its operating efficiency and consider various methods to improve its existing financial position
and reduce the degree of leverage of the Group.

Pledged assets

The Group has pledged its assets as security for loans and borrowings and as working capital for daily operations. As
at 30 June 2024, the pledged assets of the Group amounted to approximately RMB9,690 million (31 December 2023:
approximately RMB9,468 million).

Investments held in foreign currency and hedging
For the six months ended 30 June 2024, the Group did not hold any investments denominated in foreign currencies.

Employees and remuneration policies

As at 30 June 2024, the Group had a total of 6,555 employees in China (as at 31 December 2023: 6,669 employees).
The staff costs of the Group incurred for the six months ended 30 June 2024 were approximately RMB396 million (for
the six months ended 30 June 2023: approximately RMB441 million).

The Group attaches great importance to human resources and is committed to building a more open and inclusive
work environment. We have conducted a comprehensive review and optimization of the performance-based
compensation system, strengthened assessment incentives and comprehensive evaluations to attract and retain
outstanding talents with both moral integrity and talent.

In terms of employee training, the Group continues to implement a four-level training which includes training in
creation, wisdom, leadership and innovation, as well as special training programs such as the Vitality Plan (& 751 &)
and the Dandelion Plan (5225 3]) to enhance multi-level training to improve the professional knowledge and skills
of management and business personnel, while ensuring that the training content matches the actual needs of
employees through graded training surveys conducted with the headquarters, brand departments and investors.

In the first half of 2024, the Group held a total of 32 internal training activities with 2,610 participants, covering
multiple areas such as professional skills improvement, team collaboration ability cultivation and leadership
development, comprehensively enhancing the comprehensive quality and work ability of the Company’s management
and employees at all levels, and effectively promoting in-depth communication, full collaboration and cooperation
among teams.

The Group advocates a positive and proactive innovation culture, and inspires employees’ creativity and team spirit
through organizing various competitions, employee interest clubs, and book sharing events. At the same time, we
actively commend notable employees who have performed outstandingly in their respective positions and made
significant contributions to the development of the Company, encourage all employees to innovate and set good
examples. The Company has also established an employee care fund to assist disadvantaged employees and their
families, strengthen employee participation and sense of belonging. In addition, the Group also conducts regular
employee satisfaction surveys and feedback mechanisms to promptly understand and address employee concerns.
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FUTURE OUTLOOK AND STRATEGIES

As the core automotive platform of Xiamen ITG Holding Group Co., Ltd. (“ITG Holding”, our single largest
shareholder], the Group has been committed to becoming a leading comprehensive service provider in the ecology of
the automobile industry. Looking ahead, we will strengthen our market position in the luxury automobile segment
market, strengthen our strategic partnership with mainstream luxury and ultra-luxury brand OEMs in China,
continuously optimize our network and business structure, and continuously improve our store-end profitability. At the
same time, we will deepen our cooperation with domestic new energy independent brands, actively embrace and seize
development opportunities in the new energy automobile market and new energy business.

In terms of the development of emerging businesses, the Group will actively invest in promising new energy
dealerships/brand distributors and authorized after-sales body and paint businesses, so as to enrich its new energy
portfolio. Meanwhile, the Group will utilize its location advantages and industry resources, focus on its own strategic
planning, actively develop and expand emerging businesses related to the automobile industry chain, continue to
explore opportunities in emerging fields such as new energy, pre-owned automobile exports, and strive to implement
projects as soon as practicable.

In addition, the Group plans to develop its international business in 2024, with the strategic goal of “building an
integrated ecosystem of domestic and international automobile distribution”. It aims to create six support systems
comprising “headquarters empowerment and control”, “talent construction and localization cultivation”, “improving
systems and processes”, “enhancing digital level”, “developing new business models”, and “collaborative development
within the ITG Holding system”. With export trade as a gateway, the Group aims to obtain overseas authorization,
establish overseas automobile distribution and service networks, and achieve internationalization of automobile
distribution services.

In the future, under the guidance of the long-term development of China’s automotive industry and the spirit of
“promoting stability through progress and improving quality through innovation”, the Group will take advantage of its
scale and network and continue to unlock its development potential and march towards the corporate vision of
becoming a “leading comprehensive service provider in the ecology of the automobile industry”.
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OTHER INFORMATION

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND DEBENTURES

As at 30 June 2024, none of the Directors or chief executive of the Company and their respective associates had any
interests and/or short positions in the shares and underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance (the "SFQ”)), as
recorded in the register maintained by the Company pursuant to Section 352 of the SFO, or as otherwise notified to
the Company and The Stock Exchange of Hong Kong Limited (the “"Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model Code”) as set out in Appendix C3 to the Listing
Rules.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 30 June 2024, the interests and/or short positions of the substantial shareholders (other than the Directors or
chief executive of the Company) in the shares and underlying shares of the Company as recorded in the register
required to be kept by the Company pursuant to Section 336 of the SFO were as follows:

Approximate

Number of percentage

Name of Shareholders Capacity/nature of interest Shares held of shareholding

Xiamen ITG Holding Group Co., Ltd. Beneficial owner 820,618,184 28.62%
(EFTREZERERABR AR (Long position)

Interest in a controlled 22,359,500 0.78%
corporation (Long position)

Cheung Mui (5Ri&)® Beneficial owner 316,839,500 11.05%
(Long position)

Xingtai Capital Management Limited® Investment manager 179,478,000 6.26%

(Long position)

Notes:
1. As at 30 June 2024, the total number of shares of the Company in issue was 2,867,102,420.
2. Xiamen ITG Holding Group Co., Ltd. (EFIEI &5 £ AR A7) and Xiamen Xindeco Ltd. (EPI{EER7H B2 F]) are deemed to be interested

in 22,359,500 shares of the Company held by Hong Kong Sindanol Ltd., as Xiamen ITG Holding Group Co., Ltd. (EFIE 2 EBEER A ) was
beneficially interested in appropriately 39.27% of the issued share capital of Xiamen Xindeco Ltd. (EF{ZZ DB A F]) according to the 2024
half-year report of Xiamen Xindeco Ltd. (EFI{Z3ER DGR 2 7)), and Xiamen Xindeco Ltd. (EFIEERHD AR QA was beneficially interested in
the entire issued share capital of Hong Kong Sindanol Ltd. Xiamen ITG Holding Group Co., Ltd. (EFIE &= EE B R A ) was also directly
interested in 820,618,184 shares of the Company. Therefore, Xiamen ITG Holding Group Co., Ltd. (EFIBIE 2% £ EE R A 7)) was directly and
indirectly interested in 842,977,684 shares of the Company.

3. The source of information on the interests of Cheung Mui and Xingtai Capital Management Limited is from the Disclosure of Interest Forms
published on the website of the Stock Exchange.

Save as disclosed above, as at 30 June 2024, the Directors were not aware of any other person (other than the
Directors and chief executive of the Company) who had an interest or short position in the shares and underlying
shares of the Company as recorded in the register required to be kept by the Company pursuant to Section 336 of the
SFO.
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OTHER INFORMATION

SHARE AWARD SCHEME

The Company adopted a restricted share award scheme (“Share Award Scheme”) on 12 June 2020 (“Adoption Date”],
which enables the Company to, among other things, provide selected participants with an opportunity to acquire a
proprietary interest in the Company; to encourage and retain participants to work with the Group; to provide
additional incentive for selected participants to achieve performance goals; and to attract personnel to join the Group,
with a view to achieving the objectives of increasing the value of the Company and aligning the interests of the
selected participants directly to the Shareholders through ownership of shares of the Company. The Share Award
Scheme shall initially be valid and effective for a period of ten years from the Adoption Date subject to early
termination as stipulated under the rules related to the Share Award Scheme (“Scheme Rules”). As at the date of this
report, the remaining term of the Share Award Scheme is approximately 5.5 years.

Any employees or directors of the Company or any of its subsidiaries whom the Board considers, in its sole
discretion, to have contributed or will contribute to the Group and who are nominated and selected by the Board and
approved by the remuneration committee of the Board ("Remuneration Committee”) (as to identities of the selected
participants and determination of the number of shares of the Company subject to the grant (“Grant Shares”]) in
accordance with the terms of the Scheme Rules may be qualified as a selected participants under the Share Award
Scheme.

Subject to the Scheme Rules, the Grant Shares shall be new Shares to be issued and allotted by the Company for nil
consideration. The Grant Shares are subject to acceptance of the selected participants. For the purpose of
implementing and administering the Share Award Scheme, the Company has appointed BOCI-Prudential Trustee
Limited as the trustee (“Trustee”]). Award shares under the Share Award Scheme shall be issued and allotted to the
Trustee who shall hold such Shares upon trust for the benefit of the selected participants and shall vest and transfer
to the relevant selected participants after fulfilment of all vesting conditions as set out in the Scheme Rules and
subject to the vesting schedule ranging from the first to the fourth anniversary of the date on which the Grant Shares
are granted (“Grant Date”), as determined and applicable to relevant selected participants according to their
respective tenure of office with and/or level of position in the Group.

No Shares will be allotted or issued under the Share Award Scheme if the allotment or issue of shares would result
in the total number of Shares administered under the Share Award Scheme and all relevant award shares under the
Share Award Scheme (excluding Shares in respect of which entitlements have been discharged or have lapsed under
the Share Award Scheme) exceeding in aggregate 5% of the Shares of the Company in issue as at Adoption Date |i.e.
122,611,021 Shares). The maximum number of award shares which may be granted to an individual selected
participant shall not exceed 1% of the issued shares of the Company as at the Adoption Date (i.e. 24,522,204 Shares).
As at the date of this report, the total number of Shares available for issue in respect of awards that may be granted
under the Share Award Scheme is 90,391,021 Shares, representing approximately 2.70% of the Shares in issue as at
such date.

Where any grant is proposed to be made to any selected participant who is a connected person (including a Director],
such grant must first be approved by all the independent non-executive Directors and in each case excluding any
independent non-executive Director who is the proposed selected participant and shall be separately approved by the
Shareholders in general meeting with such connected person and his associates abstaining from voting and shall
comply with all other requirements of Chapter 14A of the Listing Rules applicable to such grant.

During the reporting period, no grant was made under the Share Award Scheme. Since the Adoption Date and up to
30 June 2024, the Board has granted a total of 47,100,000 Grant Shares under the Share Award Scheme (on 12 June
2020}, accounting for approximately 1.92% of the shares of the Company in issue on the Adoption Date.
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Out of the 47,100,000 Grant Shares, (i) 37 non-connected selected participants, all being independent employees of the
Group who are not connected persons of the Company, were granted 35,700,000 Grant Shares; and [(ii) 3 former
executive Directors of the Company, namely, Mr. Wang Kunpeng, Mr. Li Zhubo and Mr. Wan To, were granted
11,400,000 Grant Shares (all of which have been vested on 12 June 2021).

The said 47,100,000 Grant Shares were initially and directly allotted and issued to the Trustee at market price based
on the average closing price of the Shares for the five consecutive trading days immediately preceding the Adoption
Date as quoted on the Stock Exchange of approximately HK$1.178 per Share. The market value and nominal value of
such 47,100,000 Grant Shares were HK$55,483,800 and HK$4,710,000, respectively.

Details of the Grant Shares granted under the Share Award Scheme and their movements for the six months ended
30 June 2024 are as follows:

Unvested Lapsed/
as at Granted Canceled forfeited Vested Unvested

Category of 1 January during during during during as at
participants Date of grant Vesting date/period" 2024  the period  the period  the period  the period 30 June 2024

Employee Participants
In aggregate 12 June 2020 12 June 2021 to 1,540,000 - - - - 1,540,000
12 June 2024100

Notes:
1 Subject to the satisfaction of the vesting conditions (including that the employees remain in service and meet performance requirements), the

Grant Shares held by the Trustee on behalf of the selected participants shall be vested and transferred to the selected participants at no cost
in accordance with the vesting schedule below. Determination of entitlements as at 30 June 2024 still in process.

(i) Applicable to selected participants whose term of service with any member of the Group is less than 5 years as at the grant date
Vesting Date Amount of Grant Shares to vest
Second anniversary of grant date One-third (round down to the nearest board lot of Shares)
Third anniversary of grant date One-third (round down to the nearest board lot of Shares)
Fourth anniversary of grant date The remaining Grant Shares

(ii) Applicable to selected participants whose term of service with any member of the Group is 5 years or more as at the grant date

Vesting Date Amount of Grant Shares to vest

First anniversary of grant date One-third (round down to the nearest board lot of Shares)
Second anniversary of grant date One-third (round down to the nearest board lot of Shares)
Third anniversary of grant date The remaining Grant Shares

(iii) Applicable to selected participants whose term of service with any member of the Group is 10 years or more as at the grant date and/
or whose office or role are vice-president level or above

Vesting Date Amount of Grant Shares to vest

First anniversary of grant date 100%

The number of share awards available for grant under the scheme mandate was 90,391,021 as at 1 January 2024 and
30 June 2024.

For details of the summary of the major terms of the Share Award Scheme, and the grant of the Grant Shares please
refer to the announcements of the Company dated 12 June 2020 and 18 June 2020 and the circular of the Company
dated 31 August 2020. Further details of the Share Award Scheme are set out in note 22 to the unaudited interim
financial report.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY'’S LISTED
SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s listed securities
(including any sale of treasury shares (as defined under the Listing Rules]] during the six months ended 30 June
2024.

As at 30 June 2024, the Company did not hold any treasury shares (as defined under the Listing Rules).

MATERIAL ACQUISITIONS AND DISPOSALS

On 18 December 2023, Shengze Jietong Supply Chain Co., Limited* (B2 R{HEEHE AR AT (the “Seller”, an indirect
wholly owned subsidiary of the Company) entered into a share transfer agreement with Xiamen Xindeco Company
Limited* (EFI{EER M AR AT (the “Purchaser”), pursuant to which the Seller has conditionally agreed to sell, and
the Purchaser has conditionally agreed to acquire, the 5.77% equity interest in Dongfeng Logistics Group Co.,
Limited* (REMTEBKZMHBER AR ("Dongfeng Logistics”) held by the Seller, for a total consideration of
RMB331,496,300 payable in cash. As ITG Holding is a substantial shareholder of the Company and the Purchaser is an
associate of ITG Holding, the disposal constitutes a connected transaction of the Company. The disposal was approved
by the independent shareholders of the Company at the extraordinary general meeting of the Company held on
7 February 2024 and was completed on 27 March 2024. Following completion of the disposal, the Group’s interest in
Dongfeng Logistics decreased from 14.43% to 8.66%.

For details, please refer to the announcement of the Company dated 18 December 2023 and the circular of the
Company dated 22 January 2024.

EVENT AFTER REPORTING PERIOD

On 25 July 2024 (after trading hours), the Company entered into two subscription agreements with two independent
third party subscribers, Mr. Yang Liguo (#%IE) and Ms. Li Xiao Feng (Z/)N&), respectively, pursuant to which the
Company has conditionally agreed to allot and issue under a general mandate, and the two subscribers have
conditionally agreed to subscribe for, an aggregate of 479,888,000 subscription shares at the subscription price of
HK$0.125 per subscription share.

The net proceeds from the subscriptions (after deduction of the related expenses of the subscriptions) amounted to
approximately HK$59.33 million, which will be applied for the repayment of bank loans. All conditions of the
subscriptions have been fulfilled and completion of the subscriptions took place on 2 August 2024. For details of the
above subscriptions, please refer to the announcements of the Company dated 25 July 2024 and 2 August 2024.

CORPORATE GOVERNANCE

The Group is committed to achieving high standards of corporate governance to safeguard the interests of
Shareholders and to enhance corporate value. The Group also acknowledges the vital importance of good corporate
governance to the success and sustainability of the Group.

The Company has adopted the code provisions set out in the Corporate Governance Code contained in Appendix C1 to
the Listing Rules (the "CG Code”). So far as the Board is aware, during the six months ended 30 June 2024, the
Company has complied with the code provisions set out in the CG Code.

The Company will periodically review and enhance its corporate governance practices to ensure that it will continue
to comply with the requirements of the CG Code.
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COMPLIANCE WITH THE MODEL CODE FOR DIRECTORS" SECURITIES
TRANSACTIONS

The Company has adopted a securities dealing code (the “Securities Dealing Code”] regarding securities transactions
of the Directors with standards no less exacting than that of the Model Code. In response to a specific enquiry by the
Company, each of the then existing Directors confirmed that they had complied with the Securities Dealing Code and
the Model Code throughout the six months ended 30 June 2024.

CHANGE IN INFORMATION OF DIRECTORS

Changes in information of the Directors which are required to be disclosed under Rule 13.51B(1) of the Listing Rules
are set out below:

Directors Details of Changes

Mr. Huang Junfeng Served as the Chairman of the Board and the Chairman of the Nomination
Committee of the Company since 10 April 2024, and his annual salary
has been adjusted to approximately RMB1,880,000 (subject to final
adjustment based on actual term of office and annual assessment)

Resigned as the chairman of the board of Xiamen XINDECO ITG Motors
Group Co., Ltd. (EFIEEBIZ REEBRMHBR AT and the deputy
general manager of Xiamen XINDECO Ltd. (EFI{EZRHBER QA in

April 2024

Mr. Zeng Tingyi Served as an executive Director and a member of the Remuneration
Committee of the Company since 10 April 2024

Mr. Wang Mingcheng Resigned as the Chairman of the Board and the Chairman of the

Nomination Committee of the Company on 10 April 2024
Served as the chairman of Xiamen XINDECO Ltd. (EPI{5ZM (%GR 2A A
since 11 April 2024
Mr. Chen Hong Served as an executive Director of the Company since 10 April 2024
Dr. Wong Tin Yau, Kelvin Served as the chairman of the Corruption Prevention Advisory Committee
and a member of the Advisory Committee on Corruption of the
Independent Commission Against Corruption since 1 January 2024

INTERIM DIVIDEND

The Board did not recommend the distribution of an interim dividend for the six months ended 30 June 2024.
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REVIEW OF INTERIM RESULTS

The audit committee of the Company (the “Audit Committee”) comprises three members, all of whom are independent
non-executive Directors namely, Dr. Wong Tin Yau, Kelvin (the chairman of the Audit Committee), Ms. Yu Jianrong and
Mr. Song Tao.

The Audit Committee has reviewed the unaudited condensed consolidated interim financial report for the six months
ended 30 June 2024. KPMG, the Group’s external auditor, has carried out a review of the unaudited interim financial
report for the six months ended 30 June 2024 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.

For and on behalf of the Board of
China ZhengTong Auto Services Holdings Limited

TREBSERBERARLA

Huang Junfeng
Chairman

29 August 2024
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INDEPENDENT REVIEW REPORT

Review report to the board of directors of
China ZhengTong Auto Services Holdings Limited
({Incorporated in the Cayman Islands with limited liability]

INTRODUCTION

We have reviewed the interim financial report set out on pages 19 to 53 which comprises the consolidated statement
of financial position of China ZhengTong Auto Services Holdings Limited (the “Company”] as of 30 June 2024, and the
related consolidated statement of profit or loss, statement of profit or loss and other comprehensive income,
statement of changes in equity and condensed consolidated cash flow statement for the six-month period then ended,
and explanatory notes. The Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of an interim financial report to be in compliance with the relevant provisions thereof and
Hong Kong Accounting Standard 34, /nterim financial reporting, issued by the Hong Kong Institute of Certified Public
Accountants. The directors are responsible for the preparation and presentation of the interim financial report in
accordance with Hong Kong Accounting Standard 34.

Our responsibility is to form a conclusion, based on our review, on the interim financial report 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.

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 Hong Kong Institute of
Certified Public Accountants. A review of the interim financial report consists of making enquiries, primarily of
persons responsible for financial and accounting matters, and applying analytical and other review procedures. A
review is substantially less in scope than an audit conducted in accordance with Hong Kong Standards on Auditing
and consequently does not enable us to obtain assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes us to believe that the interim financial report as
at 30 June 2024 is not prepared, in all material respects, in accordance with Hong Kong Accounting Standard 34,
Interim financial reporting.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

29 August 2024
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H CONSOLIDATED STATEMENT OF PROFITOR LOSS

for the six months ended 30 June 2024 — unaudited
(Expressed in RMB'000)

Six months ended 30 June

Note 2024 2023
Revenue 4 9,875,622 12,309,565
Cost of sales (9,698,464) (11,679,149)
Gross profit 177,158 630,416
Other income 5 564,592 623,786
Selling and distribution expenses (470,564) (565,904)
Administrative expenses (504,360) (535,363)
(Loss)/profit from operations (233,174) 152,935
Finance costs 6(a) (492,060) (536,380)
Share of profit/(loss) of associates and a joint venture 2,116 (124)
Loss before taxation 6 (723,118) (383,569)
Income tax 7 88,278 (2,495)
Loss for the period (634,840) (386,064)
Loss for the period attributable to:
Ordinary shareholders of the Company (711,734) (393,537)
Perpetual bond holders of the Company 24 42,759 -
Non-controlling interests 34,135 7,473
Loss for the period (634,840) (386,064)
Basic and diluted loss per share (RMB cents) 8 (25.0) (14.4)
The notes on pages 25 to 53 form part of this interim financial report.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

for the six months ended 30 June 2024 — unaudited

(Expressed in RMB'000)
Six months ended 30 June
Note 2024 2023
Loss for the period (634,840) (386,064)
Other comprehensive income for the period (after tax):
Iltem that may be reclassified subsequently to profit or loss:
Exchange difference on translation of:
— financial statements of entities outside of
the Mainland China (7,010) (7,825)
_Other comprehensive income for the peried (o100 17825
Total comprehensive income for the period (641,850) (393,889)
Attributable to:
Ordinary shareholders of the Company (718,744) (401,362)
Perpetual bond holders of the Company 24 42,759 -
Non-controlling interests 34,135 7,473
Total comprehensive income for the period (641,850) (393,889)
The notes on pages 25 to 53 form part of this interim financial report.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

at 30 June 2024 — unaudited

(Expressed in RMB'000)

At 30 June At 31 December
Note 2024 2023
Non-current assets
Property, plant and equipment 10 6,455,724 6,075,954
Investment properties 462,769 431,510
Right-of-use assets 11 2,411,691 2,487,855
Intangible assets 12 2,463,346 2,540,361
Goodwill 12 566,736 566,736
Interests in associates 17,090 15,191
Interest in a joint venture 29,116 26,798
Deferred tax assets 850,609 758,013
Long-term receivables 395,828 381,655
Other financial assets 13 497,581 829,028
Pledged bank deposits 17 507,440 975,420
e 14,657,730 15,088,521
Current assets
Inventories 14 3,833,371 3,771,902
Trade and bills receivables 15 908,978 941,949
Prepayments, deposits and other receivables 16 4,678,231 4,941,148
Other financial assets 13 83,447 126,344
Pledged bank deposits 17 4,473,395 3,900,082
Cash and cash equivalents 18 469,758 744,855
e 14447180 14,426,280
Current liabilities
Loans and borrowings 19 16,514,726 16,272,920
Lease liabilities 292,190 319,641
Trade and other payables 20 5,054,152 5,638,481
Income tax payables 412,433 391,173
Other financial liabilities 13 12,561 22,177
S 22,286,062 . 22,644,392
_Net current liabilities (7,838,882) | (8,218,112)
Total assets less current liabilities 6,818,848 6,870,409
Non-current liabilities
Loans and borrowings 19 3,380,528 3,488,141
Lease liabilities 947,102 960,309
Deferred tax liabilities 924,672 970,800
Trade and other payables 20 124,796 139,567
Other financial liabilities 13 1,650 24,532
e 5,378,748 . 5,583,349
NET ASSETS 1,440,100 1,287,060
CAPITAL AND RESERVES 23
Share capital 246,394 246,394
Perpetual bonds 24 1,882,960 1,010,921
Reserves (1,614,033) (895,485)
Total equity attributable to equity shareholders of the Company 515,321 361,830
Non-controlling interests 924,779 925,230
TOTAL EQUITY 1,440,100 1,287,060
Approved and authorised for issue by the board of directors on 29 August 2024.
Huang Junfeng Zeng Tingyi
Chairman Director
The notes on pages 25 to 53 form part of this interim financial report.
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CONSOLI'DATED STATEMENT OF CHANGES IN EQUITY

for the six months ended 30 June 2024 — unaudited
(Expressed in RMB'000)

Attributable to
Attributable to equity shareholders of the Company non-controlling interests

PRC Discretionary Share of net

Share Share Capital ~ statutory  Exchange surplus  Accumulated  Perpetual Perpetual  assets of Total
capital  premium reserve reserve reserve reserve losses bonds  Sub-total bonds subsidiaries  Sub-total equity
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000 RMB’000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

Balance at 1 January 2023 235203 6,354,071 296,147 802,824 17,262) 4,459 (7482,083) - 193,389 - 31,055 31,055 224,444

Changes in equity for the
six months ended

30 June 2023:

[Loss)/profit for the period - - - - = - 393,537 - 393,537) 7,870 (397) 7,473 (386,064)

Other comprehensive

income = N N - (7,825) - - - 7,825 - - - (7,825)

Total comprehensive income

for the period - - - - (7,825) - (393,537) - (401,362) 7,870 (397) 7473 (393,889)
Issue of ordinary shares by

placement 1,191 39,875 = = = = = = 51,066 - - - 51,066
Capital injection by

non-controlling interests - - - - - - - - - - 980 980 980
Issue of perpetual bonds

[note 24) - - - - - - - 899,951 899,951 400,000 - 400,000 1,299,951
Distribution to holders of

perpetual bonds [note 24) = = = = = = = = = [7,142) = (7,142) (7,142)
Equity settled share-based

transactions (note 22(b)) = = 864 = = = = = 864 = = = 864
Balance at 30 June 2023 and

1 July 2023 246,39 6,393,946 297,011 802,824 (25,087) 4,459 (7,875,590] 899,951 743,908 400,728 31,638 432,366 1,176,274
Changes in equity for the

six months ended

31 December 2023:

[Loss]/profit for the period = = - - - - (497,453) 41,708 455,745) 19,938 1,391 2329 (434,416

Other comprehensive

income - - - - 4,187 - - - 4,187 - - - 4,187

Total comprehensive income

for the period - - - - 4,187 - 497,453) 41,708 (451,558) 19,938 1,391 21,329 (430,229)

Loss of control in a subsidiary - - - 3,750) - - 3,750
Issue of perpetual bonds - - - - -
Distribution to holders of

9,548) (9,546) 9,548)

110,970 110,970 500,000 500,000 610,970

perpetual bonds = - - - - - - (41,708) 41,708) (18.919) = (18919)  (60,627)
Equity settled share-based

transactions = 5416 5,198) = = = = = 218 = = = 218
Appropriation to reserves - - - 22,886 - - (22,886) - - - - - -
Balance at 31 December 2023 246,39 6,399,362 291,813 821,960 (20,900) 4,459 (8392179 1,010,921 361,830 901,747 23,483 925230 1,287,060

The notes on pages 25 to 53 form part of this interim financial report.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the six months ended 30 June 2024 — unaudited (continued)
(Expressed in RMB'000)

Attributable to
Attributable to equity shareholders of the Company Non-controlling interests

PRC Discretionary Share of net

Share Share Capital  statutory  Exchange surplus Accumulated  Perpetual Perpetual  assets of Total
capital  premium reserve reserve reserve reserve losses bonds  Sub-total bonds subsidiaries  Sub-total equity
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000 RMB’000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB’000

Balance at 1 January 2024 246,394 6,399,362 291,813 821,960 (20,900) 4,659 (8,392,179) 1,010,921 361,830 901,747 23,483 925,230 1,287,060

Changes in equity for the
six months ended

30 June 2024:
[Loss]/profit for the
period - - - - - - (711,734) 42,759 (668,975) 35,012 (877) 34,135 (634,840)
Other comprehensive
income = & = = (7,010) = = = (7,010) = = = (7,010)
Total comprehensive
income for the period - - - - (7,010) - (711,734) 42,759 (675,985) 35,012 (877) 34,135 (641,850)
Issue of perpetual bonds
[note 24) - - - = = = = 829,280 829,280 = = - 829,280
Distribution to holders of
perpetual bonds
[note 24) - - - - - - - - - (34,586) = (34,586) (34,586
Equity settled share-based
transactions (note 22(b)) = = 196 = = = = = 196 = = = 196
Balance at 30 June 2024 246,394 6,399,362 292,009 821,960 (27,910) 4,459 (9,103,913) 1,882,960 515,321 902,173 22,606 924,779 1,440,100
The notes on pages 25 to 53 form part of this interim financial report.
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

for the six months ended 30 June 2024 — unaudited
(Expressed in RMB'000)

Six months ended 30 June

Note 2024 2023

Operating activities
Cash generated from/(used in) operations 176,284 (420,116)
Tax paid (29,186) (25,711)
Net cash generated from/(used in) operating activities 147,098 (445,827)
Investing activities
Payment for the purchase of property, plant and equipment (453,668) (499,002)
Proceeds from disposal of property, plant and equipment 161,493 235,786
Proceeds from redemption and disposal/(payments for purchase of)

financial assets, net effect 335,064 (59,462)
Payment for purchase of intangible assets (5,170) (494)
Net cash used in acquisition of business (57,655) =
Increase in time deposits —_ (10,398)
Payments in relation to investment in an associate (2,100) =
Interest received 46,562 33,338
Net cash generated from/(used in) investing activities 24,526 (300,232)
Financing activities
Proceeds from loans and borrowings 21,966,784 18,858,995
Repayment of loans and borrowings (21,015,569) (16,655,409)
Proceeds from issue of ordinary shares by placement — 51,066
Proceeds from issue of perpetual bonds — 400,000
Capital injection by non-controlling interests — 980
Capital element of lease rentals paid (121,963) (151,593)
Interest element of lease rentals paid (36,091) (39,765)
Interest paid (434,435) (586,397)
Distribution to the holders of perpetual bonds (34,586) (7,142)
Increase of pledged bank deposits for bank loans (844,943) (1,026,054)
Proceeds from/(payments for] settlement of derivative financial

instruments, net effect 73,991 (129,580)
Net cash (used in)/generated from financing activities (446,812) 715,101
Net decrease in cash and cash equivalents (275,188) (30,958)
Cash and cash equivalents at 1 January 744,855 734,086
Effect of foreign exchange rate changes VAl 1,811
Cash and cash equivalents at 30 June 18 469,758 704,939

The notes on pages 25 to 53 form part of this interim financial report.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

GENERAL INFORMATION

China ZhengTong Auto Services Holdings Limited (the “Company”) was incorporated in the Cayman Islands on
9 July 2010 as an exempted company with limited liability under the Companies Law of the Cayman Islands. Its
registered address is Cricket Square, Hutchins Drive, P.0. Box 2681, Grand Cayman KY1-1111, Cayman lIslands.

The Company and its subsidiaries (collectively, the “Group”) are principally engaged in 4S dealership business,
automotive supply chain business and comprehensive properties business in the People’s Republic of China (the
“PRC").

BASIS OF PREPARATION

The interim financial report has been prepared in accordance with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”],
including compliance with Hong Kong Accounting Standard ("HKAS") 34, Interim financial reporting, issued by
the Hong Kong Institute of Certified Public Accountants ("HKICPA”). It was authorised for issue on 29 August
2024.

The interim financial report has been prepared in accordance with the same accounting policies adopted in the
2023 annual financial statements, except for the accounting policy changes that are expected to be reflected in
the 2024 annual financial statements. Details of any changes in accounting policies are set out in note 3.

The preparation of an interim financial report in conformity with HKAS 34 requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of assets
and liabilities, income and expenses on a year to date basis. Actual results may differ from these estimates.

The interim financial report contains condensed consolidated financial statements and selected explanatory
notes. The notes include an explanation of events and transactions that are significant to an understanding of
the changes in financial position and performance of the Group since the 2023 annual financial statements. The
condensed consolidated interim financial statements and notes thereon do not include all of the information
required for full set of financial statements prepared in accordance with Hong Kong Financial Reporting
Standards ("HKFRSs”).

This interim financial report is unaudited, but has been reviewed by KPMG 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. KPMG's independent review report to the Board of Directors is
included on page 18.

The financial information relating to the financial year ended 31 December 2023 that is included in the interim
financial report as comparative information does not constitute the Company’s statutory annual consolidated
financial statements for that financial year but is derived from those financial statements. The annual financial
statements for the year ended 31 December 2023 are available in the Company’s registered office. The auditors
have expressed an unqualified opinion on those financial statements in their report dated 27 March 2024.
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BASIS OF PREPARATION (continued)

The Group incurred a net loss of RMB635 million for the six months ended 30 June 2024 and had net current
liabilities of RMB7,839 million as at 30 June 2024. The Group's liabilities included a sum of short-term and
long-term loans and borrowings due to Xiamen ITG Holding Group Co., Ltd. (“ITG Holding”) and its subsidiaries
of RMB2,315 million and RMB2,079 million, respectively. Notwithstanding these conditions, the Company’s
condensed consolidated interim financial statements for the six months ended 30 June 2024 have been
prepared on a going concern basis and the directors of the Company consider that there are no material
uncertainties related to events or conditions which, individually or collectively, may cast significant doubt on the
Group’s ability to continue as a going concern. This is because, based on the cash flow projections for at least
the next twelve months, the directors of the Company concluded that the Group will have adequate funds having
considered the current available banking facilities as well as the financial support from ITG Holding, which has
informed the Group that, on the basis that in compliant with regulatory regime applicable to state owned
enterprises and after obtaining internal resolutions and approvals, it will provide such financial support to the
Group as is necessary to enable the Group to continue operation as a going concern for at least the next twelve
months.

CHANGES IN ACCOUNTING POLICIES

The Group has applied the following amendments to HKFRSs issued by the HKICPA to this interim financial
report for the current accounting period:

. Amendments to HKAS 1, Presentation of financial statements: Classification of liabilities as current or
non-current (2020 amendments”)

. Amendments to HKAS 1, Presentation of financial statements: Non-current liabilities with covenants (2022
amendments”)

. Amendments to HKFRS 16, Leases: Lease liability in a sale and leaseback

. Amendments to HKAS 7, Statement of cash flows and HKFRS 7, Financial instruments: Disclosures —
Supplier finance arrangements

The amendments introduce new disclosure requirements to enhance transparency of supplier finance
arrangements and their effects on an entity’s liabilities, cash flows and exposure to liquidity risk. Since
those disclosures are not required for any interim period presented within the annual reporting period in
which the amendments are initially applied, the Group has not made additional disclosures in this interim
financial report.

None of these developments have had a material effect on how the Group’s results and financial position for the
current or prior periods have been prepared or presented in this interim financial report. The Group has not
applied any new standard or interpretation that is not yet effective for the current accounting period.

China ZhengTong Auto Services Holdings Limited
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

4 REVENUE

The Group is mainly engaged in sales of passenger motor vehicles, provision of facilitation service in relation to
mortgage loans provided by third-party financial institutions to buyers of motor vehicles, provision of after-sales
services and logistics services. Revenue represents the sales of goods and services income rendered to
customers.

The amount of each significant category of revenue recognised during the period is as follows:

Six months ended 30 June

2024 2023
RMB’000 RMB'000
Revenue from contracts with customers
within the scope of HKFRS 15
Sales of passenger motor vehicles 7,657,625 10,580,807
Provision of mortgage facilitation services (i) 325,635 —
Provision of after-sales services 1,698,980 1,425,687
Provision of logistics services 180,775 189,234
Sales of comprehensive properties 12,597 =
Sales of lubricant oil — 113,812
9,875,612 12,309,540
Revenue from other sources
Others 10 25
9,875,622 12,309,565

() Since 1 April 2024, due to changes in internal and external factors, the Group considered that provision of
mortgage facilitation service became one of its ordinary business activities. Accordingly, income generated
from providing the mortgage facilitation service has been presented as revenue starting from 1 April 2024,
amounting to RMB325,635,000 for the period from 1 April 2024 to 30 June 2024. Mortgage facilitation
service income earned during the period from 1 January 2024 to 31 March 2024 amounting to
RMB279,723,000 (six months ended 30 June 2023: RMB290,455,000) was included in “service income”
under “other income” (note 5).

The Group recognises income from provision of mortgage facilitation service as revenue at a point in time
when the financial institutions entered into loan agreements with and provided loan to the buyers of the
motor vehicles, which is also the point in time when the Group fulfilled its facilitation service.

Revenue from logistics services is recognised over-time upon fulfilment of services obligation, whereas revenue
from sales of passenger motor vehicles and related mortgage facilitation service and after-sales services are
recognised at a point in time.

5 OTHER INCOME

Six months ended 30 June

Note 2024 2023

RMB’000 RMB’000

Service income 402,563 437,841

Interest income 46,562 33,338

Net gain on disposal of property, plant and

equipment and right-of-use assets 1,541 51,500
Net realised and unrealised net gain on other

financial instruments 67,209 76,753

Government grants (i) 7,786 5,446

Others 38,931 18,908

564,592 623,786

(i) The government grants were received unconditionally from the local government where they reside.
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6 LOSS BEFORE TAXATION

i

Loss before taxation is arrived at after charging/(crediting):

Six months ended 30 June

Note 2024 2023
RMB’000 RMB'000

(a) Finance costs:
Interest on loans and borrowings 461,936 517,288
Interest on lease liabilities 36,091 39,765
Finance cost for consideration of business combination — 1,654
Other finance costs (i) 16,577 24,451
Less: interest capitalised (22,544) (46,778)
492,060 536,380

(b) Staff costs:

Salaries, wages and other benefits 367,388 414,472
Contributions to defined contribution retirement plans (i) 28,136 25,709
Equity settled share-based payment expenses (note 22(b)) 196 864
395,720 441,045

(i)
(ii)

It mainly represents the interest expenses arising from discounting of bills payables.

Employees of the Group’s PRC subsidiaries are required to participate in defined contribution retirement
schemes administered and operated by the local municipal governments where the subsidiaries are
registered. The Group’s PRC subsidiaries contribute funds which are calculated on certain percentages of
the average employee salary as agreed by the respective local municipal government to the schemes to
fund the retirement benefits of the employees. The Group remits all pension fund contributions to the
respective tax bureau, which are responsible for the payment and liabilities relating to the pension funds.

The Group also operates a Mandatory Provident Fund Scheme (the “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 plan administered by
independent trustees. Under the MPF scheme, the employer and its employees are each required to make
contributions to the plan at 5% of the employees’ relevant income, subject to a cap of monthly relevant
income of HK$30,000. Contributions to the plan vest immediately.

The Company’s and its subsidiaries” contributions made to the above defined contribution schemes are
non-refundable and cannot be used to reduce the future or existing level of contribution of the Company
and its subsidiaries should any forfeiture be resulted from the schemes.

The Group has no other material obligation for the payment of retirement benefits other than the annual
contributions described above.
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6 LOSS BEFORE TAXATION (continued)

Six months ended 30 June

2024 2023
RMB’000 RMB'000
(c) Other items:
Cost of inventories (note 14(b)) 9,472,953 11,419,654
Depreciation
— Owned property, plant and equipment 183,719 149,589
— Right-of-use assets 159,207 177,360
— Investment properties 9,532 7,312
Amortisation of intangible assets 82,185 81,489
Operating lease charges 14,814 3,604
Net foreign exchange loss 28,334 119,158
INCOME TAX

Income tax in the consolidated statement of profit or loss represents:

Six months ended 30 June

2024 2023
RMB’000 RMB’000
Current tax:
Provision for PRC income tax for the period 50,446 10,718
Deferred tax:
Origination and reversal of temporary differences (138,724) (8,223)
(88,278) 2,495

(i) Pursuant to the rules and regulations of the Cayman Islands and the British Virgin Islands, the Group is
not subject to any income tax in the Cayman Islands and the British Virgin Islands.

(i) No provision for Hong Kong Profits Tax was made for the Group's subsidiaries located in Hong Kong as
these subsidiaries did not have assessable profits subject to Hong Kong Profits Tax during the period. The
payments of dividends by Hong Kong companies are not subject to any Hong Kong withholding tax.

(iii)  The PRC subsidiaries of the Group are subject to PRC Corporate Income Tax rate of 25% (six months ended
30 June 2023: 25%), except for Shengze Jietong Supply Chain Co.,Ltd. (“Shengze Jietong”), an automotive
logistics supplier in the PRC. Shengze Jietong is subject to a preferential rate of 15% for high-tech
enterprises for three years commenced from 2023.

Taxation for the Group’s PRC subsidiaries is calculated using the estimated annual effective rates of taxation
that are expected to be applicable.
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8 LOSS PER SHARE

il

(a)

(b)

Basic loss per share

The calculation of basic loss per share for the six months ended 30 June 2024 was based on the loss
attributable to ordinary shareholders of the Company of RMB711,734,000 (six months ended 30 June 2023:
loss attributable to ordinary shareholders of the Company of RMB393,537,000) and the weighted average
number of ordinary shares in issue during the six months ended 30 June 2024 of 2,850,682,420 shares (six
months ended 30 June 2023: 2,733,099,326 shares).

Diluted loss per share

The potential ordinary shares in respect of the effect of Share Award Scheme was anti-dilutive, as they
would lead to a decline in the loss per share. Therefore, diluted loss per share is equal to basic loss per
share.

SEGMENT REPORTING

The Group manages its businesses by divisions, which are organised by business lines and in a manner
consistent with the way in which information is reported internally to the Group’s most senior executive
management for the purposes of resource allocation and performance assessment, the Group has identified the
following three major operating segments:

(1)

(2)

(3)

(a)

4S dealership business
4S dealership business mainly includes sales of passenger motor vehicles, provision of related mortgage
facilitation service, and after-sales services through the Group’s network of 4S dealership in the PRC.

Supply chain business
Supply chain business mainly includes provision of motor-related logistics services.

Comprehensive properties business
Comprehensive properties business mainly includes development and sales of properties in the PRC.

Information about profit or loss, assets and liabilities

For the purposes of assessing segment performance and allocating resources between segments, the
Group’s chief operating decision maker monitors the results, assets and liabilities attributable to each
reportable segment on the following bases:

o Revenue and expenses are allocated to the reportable segments with reference to sales generated by
those segments and the expenses incurred by those segments or which otherwise arise from the
depreciation or amortisation of assets attributable to those segments.
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9 SEGMENT REPORTING (continued)

(a) Information about profit or loss, assets and liabilities (Continued)
o The measure used for reporting segment profit is profit before taxation. To arrive at profit before
taxation, the Group’s earnings are adjusted for items not specifically attributed to individual
segments, such as head office and corporate administration costs, other income and finance costs.

o Segment assets include all current and non-current assets with the exception of intangible assets,
goodwill, deferred tax assets and unallocated head office assets. Segment liabilities include all
current and non-current liabilities with the exception of income tax payables, deferred tax liabilities
and unallocated head office liabilities.

° In addition to receiving segment information concerning profit before taxation, management is provided
with segment information concerning revenue (including inter-segment sales), loans and borrowings
managed directly by the segments, depreciation, amortisation and impairment losses and additions
to non-current segment assets used by the segments in their operations.

Comprehensive
4S dealership business Supply chain business properties business Total

For the six months ended 30 June 2024 2023 2024 2023 2024 2023 2024 2023

RMB’000 RMB’000 RMB’000 RMB'000 RMB’000 RMB’000 RMB’000 RMB’000

Revenue from external customers 9,682,250 12,006,519 180,775 303,046 12,597 9,875,622 12,309,565
Inter-segment revenue = — - = - — = _

Reportable segment revenue 9,682,250 12,006,519 180,775 303,046 12,597 = 9,875,622 12,309,565
Reportable segment (loss)/profit (691,410) (368,474) 16,976 5812 (29,515) = (703,949) (362,662)
Depreciation and amortisation for the period 429,387 398,047 5,256 17,703 = = 434,643 415,750
Reportable segment assets as at

30 June 2024/31 December 2023 16,098,566 16,790,498 717,849 718,024 448,551 753,654 17,264,966 18,262,176
Reportable segment liabilities as at

30 June 2024/31 December 2023 (19,935,394)  (20,581,683) (383,716) (325,811) (478,066) (753,654)  (20,797,176)  (21,661,148)
Interests in associates and a joint venture

as at 30 June 2024/31 December 2023 17,090 15,191 29,116 26,798 = = 46,206 41,989

(b) Reconciliations of reportable segment profit or loss

Six months ended 30 June

2024 2023

RMB’000 RMB’000

Reportable segment loss (703,949) (362,662)
Unallocated head office expense (91,701) (108,313)
Other income 564,592 623,786
Finance costs (492,060) (536,380)
Consolidated loss before taxation (723,118) (383,569)
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9 SEGMENT REPORTING (continued

(c) Geographic information
As the Group solely operates in the PRC, no geographical segment information has been presented.

(d) Reconciliations of reportable segment assets and liabilities

At 30 June At 31 December

2024 2023
RMB’000 RMB'000
Assets:
Reportable segment assets 17,264,966 18,262,176
Intangible assets 2,463,346 2,540,361
Goodwill 566,736 566,736
Deferred tax assets 850,609 758,013
Unallocated head office assets 7,959,253 7,387,515
Consolidated total assets 29,104,910 29,514,801
Liabilities:
Reportable segment liabilities (20,797,176) (21,661,148)
Income tax payables (412,433) (391,173)
Deferred tax liabilities (924,672) (970,800)
Unallocated head office liabilities (5,530,529) (5,204,620)
Consolidated total liabilities (27,664,810) (28,227,741)

10 PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2024, the Group acquired property, plant and equipment with original
costs of RMB464,581,000 in aggregate (six months ended 30 June 2023: RMB400,849,000). Items of property,
plant and equipment with a net book value of RMB141,593,000 were disposed of during the six months ended
30 June 2024 (six months ended 30 June 2023: RMB142,709,000), resulting in net gain on disposal of
RMB303,700 (six months ended 30 June 2023: RMB21,792,000).

11 RIGHT-OF-USE ASSETS

During the six months ended 30 June 2024, the Group entered into a number of lease agreements for use of
buildings, and therefore recognised additions to right-of-use assets of RMB107,011,000 (six months ended
30 June 2023: RMB145,172,000). The Group also early terminated several lease contracts and therefore
recognised disposals of right-of-use assets with a net book value of RMB24,168,000 (six months ended 30 June
2023: RMB57,708,000).
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12 INTANGIBLE ASSETS

Car
dealerships &
Dealership Favourable

operation lease Software
rights contracts Trademark and others Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
Cost:
At 1 January 2023 4,848,553 36,904 362,732 28,558 5,276,747
Additions - - - 325 325
Disposal = = = (89¢6) (89¢6)
At 31 December 2023, and
1 January 2024 4,848,553 36,904 362,732 27,987 5,276,176
Additions - - - 5,170 5,170
U s 20 AR dpls dppel Sl Bl
Accumulated amortisation:
At 1 January 2023 1,538,284 36,898 — 17,935 1,593,117
Amortisation for the year 158,244 6 - 6,786 165,036
Disposal = = = (896) (896)
At 31 December 2023, and
1 January 2024 1,696,528 36,904 = 23,825 1,757,257
Amortisation for the period 79,122 — — 3,063 82,185
AU e 02 gLy AR e . c e ey
Accumulated impairment
losses

At 1 January 2023,
31 December 2023,
1 January 2024, and

.30 June 2024 832931 oo M4se27 R 978,558
Net book Value:
At 30 June 2024 2,239,972 — 217,105 6,269 2,463,346
At 31 December 2023 2,319,094 = 217,105 4,162 2,540,361

The car dealerships arise from prior business combinations and relate to relationships with automakers, with an
estimated useful life of 40 years. The fair value of the car dealerships as at the respective acquisition date was
determined by using the multiple excess earning method.

The dealership operation rights arise from a prior business combination through an agreement on strategic
operation management cooperation scheme, with an estimated useful life of 10 years. The fair value of the
dealership operation rights as at the acquisition date was determined by using the multiple excess earning
method.
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12 INTANGIBLE ASSETS (continued)

The amortisation charge for the period ended 30 June 2024 is included in administrative expenses in the
consolidated statement of profit or loss.

Having considered the impacts of macroeconomic environment changes, the intense competition in automobile
dealership industry and the recent development in customer demand observed in automobile sector, the
management of the Group performed an impairment assessment, assisted by an external valuer, to determine
the recoverable amount of the cash generating units (CGUs] containing intangible assets — car dealerships
and/or goodwill as at 30 June 2024. Based on the result of management’'s assessment with reference to an
external valuation report, no impairment loss of intangible assets — car dealerships or goodwill was recognised
during the six months ended 30 June 2024 (six months ended 30 June 2023: nil).

The recoverable amounts of CGUs have been determined based on the value-in-use calculations using cash flow
projections based on financial budgets approved by management covering a five-year period. Cash flows beyond
the five-year period are extrapolated by using an estimated growth rate of 2.2% (2023: 2.5%) which is consistent
with the forecasts included in industry reports. The pre-tax discount rate applied to the impairment test as at
30 June 2024 was within a range from 12% to 14% (31 December 2023: 13% to 15%) which reflected current
market assessment of the time value of money and the risk specific to CGUs.

13 OTHER FINANCIAL ASSETS/(LIABILITIES)

3

At 30 June At 31 December

2024 2023
RMB’000 RMB000

Other financial assets carried at FVPL

Current

Wealth management products (i) 61,123 84,285

Forward contracts (ii) 30 7,585

Option contracts (iii) 18,080 34,474

Swap contracts (iv) 4,214 —
83,447 126,344

Non-current

Option contracts (iii) 49 =

Equity investment in Dongfeng Logistics (v) 497,532 829,028
581,028 955,372

Other financial liabilities carried at FVPL

Current

Option contracts (iii) (12,561) (22,177)

Non-current

Option contracts (iii) (226) (11,723)

Swap contracts (iv) (1,424) (12,809)
(14,211) (46,709)
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13 OTHER FINANCIAL ASSETS/(LIABILITIES) (continued)

(i)

(ii)

(iii)

Wealth management products included investment in wealth management products purchased from Western
Trust Co., Ltd. ("Western Trust”) and investments with banks in the PRC.

The underlying assets of wealth management products purchased from Western Trust are a wide range of
government and corporate bonds, bank deposits as well as money market funds, etc. During the six
months ended 30 June 2024, the Group has redeemed part of these wealth management products with
proceeds of RMB2,976,000 (six months ended 30 June 2023: RMB850,000). An unrealised loss for the
investment of RMB20,183,000 was recognised for the six months ended 30 June 2024 (six months ended
30 June 2023: an unrealised loss of RMB16,522,000).

The remaining wealth management products represented the investments with banks. These investments
with no guarantee of principal and interest were classified as FVPL. During the six months ended 30 June
2024, the net realised/unrealised gain for these investments of RMB588,000 was recognised as a gain in
other income in the consolidated statement of profit or loss [six months ended 30 June 2023: an
unrealised gain of RMB196,000).

Forward contracts are used to mitigate the effect of the Group’s foreign currency exposure arising from
the loans and borrowings. A financial asset or a financial liability is recognised for each unsettled forward
contract as at 30 June 2024 and cannot be offset in the financial position, as the Group do not have a
legally enforceable right to net off the amounts among different forward contracts. The fair value of the
forward contracts was determined with a method shown in note 25.

During the six months ended 30 June 2024, net realised/unrealised gain of RMB413,000 from the forward
contracts (six months ended 30 June 2023: loss of RMB56,685,000) was recognised as a gain in other
income in the consolidated statement of profit or loss.

The Group entered into several USD/RMB foreign currency option contracts with PRC banks in order to
manage the Group's foreign currency risk. The Group is required to transact with banks for designated
notional amount on each of the valuation dates specified within the respective contracts (“Valuation Date”).

At the Valuation Date, the reference rate, which represents the spot rate as specified within the respective
contracts, shall be compared against the strike rates (upper and lower)/barrier rate as specified within the
respective contracts, and the Group may receive from/pay to the banks an amount as specified in the
contracts if certain conditions specified within the respective contracts are met. The fair value of the
option contracts was determined with a method as disclosed in note 25.

During the six months ended 30 June 2024, net realised/unrealised gain of RMB68,312,000 (six months
ended 30 June 2023: gain of RMB149,764,000) from the option contracts was recognised as a gain in other
income in the consolidated statement of profit or loss.
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13 OTHER FINANCIAL ASSETS/(LIABILITIES) (continued)

(iv] Swap contracts

(v)

Swap contracts are used to mitigate the effect of the Group’s variable interest rate risk exposure arising
from the loans and borrowings denominated in the USD. A financial asset or a financial liability is
recognised for each unsettled swap contract as at 30 June 2024 and cannot be offset in the financial
position, as the Group do not have a legally enforceable right to net off the amounts among different swap
contracts. The fair value of the swap contracts was determined with a method shown in note 25.

During the six months ended 30 June 2024, net realised/unrealised gain of RMB18,079,000 from the swap
contracts [(six months ended 30 June 2023: nil) was recognised as a gain in other income in the
consolidated statement of profit or loss.

Equity investment in Dongfeng Logistics

Dongfeng Logistics is an unlisted entity incorporated in the PRC and is principally engaged in the
provision of logistics services. As at 31 December 2023, the Group held 14.43% equity interest in Dongfeng
Logistics and has recognised its interests in Dongfeng Logistics as a financial asset at fair value through
profit or loss.

In March 2024, the Group has disposed of 5.77% equity interest in Dongfeng Logistics with a cash
consideration of RMB331,496,300. Upon completion, the Group holds 8.66% equity interest in Dongfeng
Logistics which continues to be recognised as a financial asset at FVPL.

As at 30 June 2024, the remaining value of 8.66% equity investment in Dongfeng Logistics was
RMB497,532,000, based on fair value with reference to the latest transaction price.

14 INVENTORIES

3

(a)

Inventories in the consolidated statement of financial position comprise:

At 30 June At 31 December

2024 2023
RMB’000 RMB000

4S dealership business

— Motor vehicles 3,122,964 2,734,186
— Automobile spare parts 302,939 309,238
— Others 51,732 49,339
e 3,477,635 3,092,763
Comprehensive properties business
T Properties under development for sale L 355,736 ... 879,139
3,833,371 3,771,902

(i) During the six months ended 30 June 2024, the Group decided to change the use of certain properties
under development from held for sale to held for lease or owner-occupation. Upon the change in
use, properties under development of RMB281,291,000 were reclassified to investment properties of
RMB17,171,000 and property, plant and equipment of RMB264,120,000, respectively.
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14 INVENTORIES (continued)

(b) The analysis of the amount of inventories recognised as an expense and included
in profit or loss is as follows:

Six months ended 30 June

2024 2023

RMB’000 RMB'000

Carrying amount of inventories sold 9,369,900 11,379,502
Write-down of inventories 106,288 46,663
Reversal of write-down of inventories (3,235) (6,511)
9,472,953 11,419,654

15 TRADE AND BILLS RECEIVABLES

As of the end of the reporting period, the ageing analysis of trade and bills receivables, based on the invoice
date, is as follows:

At 30 June At 31 December

2024 2023

RMB’000 RMB'000

Within 3 months 905,925 932,958
Over 3 months but within 1 year 430 5,193
Over 1 year 2,623 3,798
908,978 941,949

Trade receivables 908,929 941,949
Bills receivables 49 =
Trade and bills receivables 908,978 941,949

All of the trade and bills receivables are expected to be recovered within one year.

Management has a credit policy in place and the exposure to these credit risks are monitored on an ongoing
basis.

Credit risk in respect of trade and bills receivables is limited since credit sales are offered in rare cases
subject to high level management’'s approval. Trade receivables balances mainly represent receivables from
individual customers, who obtain mortgages from their financial institutions and used the drawn-down mortgage
principal to settle the Group’s trade receivables within one month when the mortgages were granted by their
financial institutions, and warranty receivables from automobile manufacturers. For the receivables from
automobile manufacturers, risk of default is considered low, as these are companies with good credit rating.
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16 PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

At 30 June At 31 December

2024 2023

RMB’000 RMB’'000

Prepayments 368,167 406,580
Deposits 348,480 387,351
Other receivables (i) 3,955,600 4,146,415
Receivables due from related parties 28(b) 5,984 802
4,678,231 4,941,148

(i) Other receivables include vendor rebates receivables of RMB3,539,438,000 (31 December 2023:
RMB3,700,997,000) from automobile manufacturers. The Group earns vendor rebates under various and
differing arrangements with automobile manufacturers. Rebates based on purchase or sales volumes are
granted by vendors if certain purchase or sales targets are met. Performance rebates are granted by
vendors in accordance with the vendors’ comprehensive assessment of the Group’s business performance.

All of the prepayments, deposits and other receivables are expected to be recovered within one year or on
demand.

17 PLEDGED BANK DEPOSITS

At 30 June At 31 December

2024 2023
RMB’000 RMB'000
Current
Bank loans (i) 3,470,583 2,157,660
Bills payable (i) 1,002,812 1,742,422
4,473,395 3,900,082
Non-current
Bank loans (i) 507,440 975,420
4,980,835 4,875,502

(i) The bank deposits pledged for bank loans and bills payable will be released upon the settlement of relevant
bank loans and bills payable.

18 CASH AND CASH EQUIVALENTS

At 30 June At 31 December

2024 2023
RMB’000 RMB'000
Cash at banks and on hand 469,758 744,855
3 China ZhengTong Auto Services Holdings Limited
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19 LOANS AND BORROWINGS

The analysis of the carrying amount of loans and borrowings is as follows:

At 30 June At 31 December

2024 2023
RMB’000 RMB'000
Current
Unsecured bank loans 5,613,036 5,451,538
Current portion of unsecured long-term bank loans 850,668 1,437,297
Unsecured interest-bearing borrowings from other financial institutions 1,609,025 1,832,854
Unsecured interest-bearing borrowings due to related parties 2,314,779 2,177,237
Secured bank loans 4,985,839 3,710,664
Current portion of secured long-term bank loans 84,899 657,835
Secured interest-bearing borrowings from other financial institutions 1,056,480 1,005,495
Sub-total 16514726 16,272,920
Non-current
Unsecured bank loans 272,176 248,937
Unsecured interest-bearing borrowings from other financial institutions 266,676 303,110
Unsecured interest-bearing borrowings due to related parties 2,078,869 2,034,710
Secured bank loans 555,040 605,169
Secured interest-bearing borrowings from other financial institutions 207,767 296,215
OBl e 3,380,528 . 3,488,141
Total 19,895,254 19,761,061

As at 30 June 2024, unsecured loans and borrowings from banks and other financial institutions of
RMB6,015,000,000 were guaranteed by ITG Holding (31 December 2023: RMB5,955,000,000).

20 TRADE AND OTHER PAYABLES

As of the end of the reporting period, the ageing analysis of trade and bills payables, based on the invoice date,
is as follows:

At 30 June At 31 December

2024 2023
RMB’000 RMB'000
Current
Within 3 months 2,555,656 3,413,579
Over 3 months but within 6 months 540,294 686,253
Over 6 months but within 12 months 4,055 10,511
Trade and bills payable 3,100,005 4,110,343
Contract liabilities 967,454 935,900
Other payables and accruals 932,659 573,406
Payables due to related parties (note 28(b)) 54,034 18,832
S 5,094,152 | 5,638,481
Non-current
_Long-term payables oo 24796 139,567
5,178,948 5,778,048
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21 FINANCIAL GUARANTEES ISSUED

Ll

In March 2016, Wuhan Zhengtong United Industrial Investment Group Co., Ltd. ("Wuhan Zhengtong”], an indirect
wholly-owned subsidiary of the Company, had entered into an undertaking (the “2016 Undertaking”) to provide
financial guarantees for Beijing Guangze Real Estate Development Co., Ltd. ("Beijing Guangze”)'s obligations to:
1) pay the redemption price for the equity investment made by Ningbo Yuchen Fengze Equity Investment
Partnership (Limited Partnership) (“Yuchen Fengze”) in Beijing Zunbaocheng Real Estate Co., Ltd. ("Beijing
Zunbaocheng”) and Beijing Baoze Automobile Technology Development Co., Ltd. (“Beijing Baoze”) ("Equity
Investment Redemption Obligation”); and 2] repay the outstanding loan balance owed by Beijing Guangze to
Yuchen Fengze (“Unsettled Loan Balance”). In March 2020, Wuhan Zhengtong renewed the 2016 Undertaking as
certain shortfall agreements (“2020 Shortfall Agreements”) to further provide financial guarantees for the Equity
Investment Redemption Price and the Unsettled Loan Balance.

Beijing Guangze is a company indirectly controlled by a family member of Mr. Wang Muging. Wang Muging and
Wang Muging’'s family member had been the controlling shareholder of the Group when the 2020 Shortfall
Agreements were entered into and until 31 August 2021, and ceased to be a related party of the Group from
23 June 2022. Beijing Guangze holds 8.6758% and 4.3478% equity interest in Beijing Zunbaocheng and Beijing
Baoze, respectively.

Other than by the financial guarantees provided by Wuhan Zhengtong as mentioned above, the Equity Investment
Redemption Obligation and Unsettled Loan Balance were also secured by, among other things, certain land use
rights and properties located in Beijing, belonging to Beijing Zunbaocheng and Beijing Baoze (the “Pledged
Assets”] since 2016.

On 17 December 2021, the Company was notified that a court judgement had been granted by the Ningbo
Intermediate People’s Court in favour of Yuchen Fengze and against (among others) Beijing Guangze, Beijing
Zunbaocheng, Beijing Baoze and Wuhan Zhengtong.

On 28 December 2021, the Company was notified that another court judgement had been granted in favour of
Yuchen Fengze and against (among others) Beijing Guangze, Beijing Zunbaocheng, Beijing Baoze and Wuhan
Zhengtong by the Yangzhou Intermediate People’s Court (together with the aforementioned court judgement

being notified on 17 December 2021, as “First Instance Judgement”).
Pursuant to the First Instance Judgement, Beijing Guangze shall:

— pay to Yuchen Fengze a principal amount of RMB420 million together with interest, comprising, among
others, the redemption price for the equity investment made by Yuchen Fengze in Beijing Zunbaocheng
and Beijing Baoze. Wuhan Zhengtong was held jointly and severally liable for the same amount (the
“Equity Investment First Instance Judgement”);

— pay to Yuchen Fengze approximately RMB1.41 billion (comprising the loan principal of RMB1.35 billion,
accrued interest, default interest and compound interest] and late payment interest, the actual amount of
which will increase with time and relevant costs. Wuhan Zhengtong was held jointly and severally liable
for the same amount (the “Loan First Instance Judgement”).

Wuhan Zhengtong filed appeals against the First Instance Judgement through Zhejiang, Jiangsu Higher People’s
Court, respectively (the “Appeals”).
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21 FINANCIAL GUARANTEES ISSUED (continued)

The Company received the second instance judgement in respect of the Equity Investment First Instance
Judgement from Zhejiang Higher People’s Court on 23 June 2022, pursuant to which, Zhejiang Higher People’s
Court disagreed with and overturned the first instance judgement that Wuhan Zhengtong was jointly and
severally liable for the amounts involved. Pursuant to the second instance judgement, Wuhan Zhengtong was the
guarantor but not an obligor who was jointly and severally liable for the amounts owed by Beijing Guangze |i.e.
Wuhan Zhengtong was responsible for only the shortfalls if Beijing Guangze fails to fulfill its repayment
obligations), and after paying Yuchen Fengze under its guarantee obligations, Wuhan Zhengtong shall be entitled
to claim a repayment from Beijing Guangze to the extent of the guarantee obligation it has performed.

On 12 January 2023, Wuhan Zhengtong and Yuchen Fengze entered into a settlement agreement (the
“Settlement Agreement”), pursuant to which Wuhan Zhengtong withdrew its appeal against the Loan First
Instance Judgement and Yuchen Fengze agreed to facilitate the disposal of the collateral assets, including the
Pledged Assets, in satisfaction of the debt owed to it.

According to the PRC legal opinion issued by an external legal advisor, the Group is only obliged to pay the
shortfall based on the 2020 Shortfall Agreements and the Settlement Agreement, if any, when Yuchen Fengze
has shortfalls to recover the debt owed to it, by collecting the proceeds of disposal of the collateral assets.

Accordingly, cash shortfalls for the Group are the expected payments to reimburse Yuchen Fengze for any
shortfall after Yuchen Fengze has collected the proceeds of the disposal of the collateral assets to recover the
debt owed to it.

The maximum amount guaranteed by Wuhan Zhengtong with the 2020 Shortfall Agreements was RMB1.93 billion
as at 30 June 2024 (31 December 2023: RMB1.93 billion). Both the Equity Investment Redemption Obligation and
the Unsettled Loan Balance were collateralised by the Pledged Assets.

In June 2024, Beijing Second Intermediate People’'s Court has launched a judicial auction of the Pledged Assets.
The court has determined the fair value of the Pledged Assets to be RMB3.02 billion, and the starting auction
price was RMB2.11 billion. At the end of July 2024, the court has announced that the judicial auction was
aborted. Thereafter, the creditor has applied for paying debts in kind with the value of the Pledged Assets under
the starting auction price. Up to date, the court has not yet issued a ruling in this respect.

In accordance with a PRC legal opinion obtained by the Company from an external legal advisor, considering all
the developments, the probability of the Group’'s expected future net cash outflows is remote. The directors of
the Company having given due consideration of the legal advice and the relevant facts and circumstances
including their understanding of the latest development, are of the opinion that it is not probable that the
Company will be required to make any payments. Therefore, the expected credit loss allowances for the
financial guarantees, based on the Group’'s expected net cash outflows, were assessed to be immaterial as at
30 June 2024 (31 December 2023: immaterial).
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22 EQUITY SETTLED SHARE-BASED TRANSACTIONS

LY

Pursuant to the restricted shares award scheme (“Share Award Scheme”) on 12 June 2020 (“Grant Date”),
47,100,000 restricted shares of the Company (“Restricted Shares”) were approved for granting to core
employees of the Group. The fair value of the Restricted Shares granted under the respective grant dates is
RMB1.13 per share, as determined based on the average market price at the Grant Date and the subscription
price is nil.

The Restricted Shares are subject to various lock-up period (the “Lock-Up Period”) of 1 year, 2 years, 3 years
and 4 years, respectively, immediately from the Grant Date. During the Lock-Up Period, these shares are not
transferrable, nor subject to any guarantee or indemnity.

Subject to fulfilment of all service and performance conditions under the Share Award Scheme which include
Participants’ individual performance appraisal (referred to as “vesting conditions”), the restriction over the
Restricted Shares will be removed after the expiry of the corresponding lock-up period for each tranche and the
Participants will be fully entitled to these incentive shares. If the vesting conditions are not fulfilled and hence
the Restricted Shares cannot be unlocked, all the unvested or outstanding Restricted Shares not yet vested
shall be immediately forfeited.

[a] The terms and conditions of the grants are as follows:

Number of
restricted shares  Vesting conditions

Restricted shares granted to employee work
less than 5 years

— on 12 June 2020 5,580,000 Two years from the date grant
— on 12 June 2020 5,580,000 Three years from the date grant
— on 12 June 2020 5,580,000 Four years from the date grant

Restricted shares granted to employee work
more than 5 years, within 10 years

— on 12 June 2020 5,320,000 One year from the date grant
— on 12 June 2020 5,320,000 Two years from the date grant
— on 12 June 2020 5,320,000 Three years from the date grant

Restricted shares granted to employee work
more than 10 years
— on 12 June 2020 14,400,000 One year from the date grant

Total restricted shares granted 47,100,000
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22 EQUITY SETTLED SHARE-BASED TRANSACTIONS (continued)

[b] The number and weighted average exercise prices of restricted shares are as follows:

At 30 June 2024 At 31 December 2023
Weighted Weighted

average Number of average Number of
exercise restricted exercise restricted
price shares price shares

Outstanding at the beginning of

the period/year RMBO 1,540,000 RMBO 6,960,000
Exercised during the period/year RMBO — RMBO (5,180,000]
Forfeited during the period/year RMBO = RMBO (240,000)
Outstanding at 30 June 2024/

31 December 2023 RMBO 1,540,000 RMBO 1,540,000

Total expenses of RMB196,000 (six months ended 30 June 2023: RMB864,000) were recognised as
personnel expenses during the six months ended 30 June 2024.

23 CAPITAL, RESERVES AND DIVIDENDS

(a) Dividends

(i) No interim dividend was declared after the end of reporting periods of six months ended 30 June 2024
and 30 June 2023.

(i) No final dividend was declared in respect of the previous financial year, approved or paid during the
reporting periods of six months ended 30 June 2024 and 30 June 2023.

(b) Share capital
The share capital of the Group represents the issued capital of the Company at the end of the respective
reporting periods.

Movements in the authorised share capital of the Company during the period are as follows:

2024 2023
Number of Number of

shares Amount shares Amount
(thousand) HK$(’000) (thousand) HK$('000)

Ordinary shares, authorised:

Ordinary shares of HK$0.10 each 20,000,000 2,000,000 20,000,000 2,000,000

Ordinary shares, issued and fully paid:

At 1 January 2,867,102 286,710 2,744,542 274,454

Issue of ordinary shares by placement L L 122,560 12,256

At 30 June/31 December 2,867,102 286,710 2,867,102 286,710

RMB equivalent ('000) 246,394 246,394
China ZhengTong Auto Services Holdings Limited 13
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24 PERPETUAL BONDS

i

Perpetual Bond 1

On 28 February 2023, Wuhan Zhengtong United Industrial Investment Group Co., Ltd. ("Wuhan Zhengtong”), an
indirect wholly-owned subsidiary of the Company, issued perpetual bonds to a third party with a principal
amount of RMB200 million at an initial interest rate of 8.5% per annum (“Perpetual Bond 17). The proceeds
from issuance of the Perpetual Bond 1 were RMB200 million. Coupon interest of 8.5% per annum are expected
to be paid quarterly with the payment date being the 20th of the last month in each quarter in arrears and may
be deferred at the discretion of Wuhan Zhengtong.

The Perpetual Bond 1 has no fixed maturity and is callable at Wuhan Zhengtong’s option at its principal amount
together with any accrued, unpaid or deferred coupon interest payments (“Call Option 17). The coupon rate will
be 1) increased by a margin of 150 basis points (i.e., 1.5%) per annum and applied prospectively but with an
annual interest cap of 10% if the Call Option 1 is not exercised by Wuhan Zhengtong after two years of
issuance, or 2) adjusted to increase by 10% a time and applied prospectively once Wuhan Zhengtong elects to
defer coupon interest payments at each payment date but with an annual interest cap of 10%. While any coupon
interest is unpaid or deferred, Wuhan Zhengtong cannot declare or pay dividends or reduce registered capital.
Pursuant to the terms of Perpetual Bond 1, Wuhan Zhengtong has no contractual obligations to repay the
principal or to pay any coupon interest.

Perpetual Bond 2

On 14 April 2023 and 12 June 2023, Wuhan Zhengtong issued perpetual bonds to a third party with a principal
amount of RMB100 million and RMB100 million at an initial interest rate of 8.5% and 8.0% per annum,
respectively (“Perpetual Bond 2”). The total proceeds from issuance of the Perpetual Bond 2 were RMB200
million. Coupon interest of 8.5% and 8.0% per annum are expected to be paid quarterly with the payment date
being the 20th of the last month in each quarter in arrears and may be deferred at the discretion of Wuhan
Zhengtong.

The Perpetual Bond 2 has no fixed maturity and is callable at Wuhan Zhengtong’s option at its principal amount
together with any accrued, unpaid or deferred coupon interest payments (“Call Option 2”). The coupon rate will
be 1) increased by a margin of 150 basis points (i.e., 1.5%) per annum and applied prospectively but with an
annual interest cap of 10% and 9.5%, respectively, if the Call Option 2 is not exercised by Wuhan Zhengtong
after two years of issuance, or 2) adjusted to increase by 10% a time and applied prospectively once Wuhan
Zhengtong elects to defer coupon interest payments at each payment date but with an annual interest cap of
10% and 9.5%, respectively. While any coupon interest is unpaid or deferred, Wuhan Zhengtong cannot declare
or pay dividends or reduce registered capital. Pursuant to the terms of Perpetual Bond 2, Wuhan Zhengtong has
no contractual obligations to repay the principal or to pay any coupon interest.

Perpetual Bond 3

On 30 June 2023 and 31 August 2023, ITG Holding Investment (HK) Limited (“ITG HK"), a fellow subsidiary
controlled by the controlling shareholder of the Company, entered into written agreements and a written
supplemental agreement with the Company, pursuant to which the existing unsecured short-term
interest-bearing borrowing provided by ITG HK to the Company with a principal amount of USD140,000,000
(equivalent to RMB1,010,921,000) was converted into a perpetual bond with no fixed maturity (“Perpetual Bond
3”) and is callable at the Company’s option. Coupon interest of 8.5% per annum are paid annually in arrears
and may be deferred at the discretion of the Company.

Pursuant to the terms of Perpetual Bond 3, the Company has no contractual obligation to repay the principal or
to pay any coupon interest.
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24 PERPETUAL BONDS (continued)

Perpetual Bond 4

On 11 November 2023 and 26 December 2023, Xiamen ZhengTong Automobile Group Co., Ltd. ("Xiamen
Zhengtong”), an indirect wholly-owned subsidiary of the Company, issued perpetual bonds to a third party with a
principal amount of RMB350 million and RMB150 million at an initial interest rate of 7.2% and 7.0% per annum,
respectively (“Perpetual Bond 4”). The total proceeds from issuance of the Perpetual Bond 4 were RMB500
million. Coupon interest of 7.2% and 7.0% per annum are expected to be paid quarterly with the payment date
being the 20th of the last month in each quarter in arrears and may be deferred at the discretion of Xiamen
Zhengtong.

The Perpetual Bond 4 has no fixed maturity and is callable at Xiamen Zhengtong’'s option at its principal amount
together with any accrued, unpaid or deferred coupon interest payments (“Call Option 3”). The coupon rate will
be 1) increased by a margin of 150 basis points (i.e., 1.5%) per annum and applied prospectively but with an
annual interest cap of 8.7% and 8.5%, respectively, if the Call Option 3 is not exercised by Xiamen Zhengtong
after two years of issuance, or 2} adjusted to increase by 10% a time and applied prospectively once Xiamen
Zhengtong elects to defer coupon interest payments at each payment date but with an annual interest cap of
8.7% and 8.5%, respectively. While any coupon interest is unpaid or deferred, Xiamen Zhengtong cannot declare
or pay dividends or reduce registered capital. Pursuant to the terms of Perpetual Bond 4, Xiamen Zhengtong
has no contractual obligations to repay the principal or to pay any coupon interest.

Perpetual Bond 5

On 30 June 2024, ITG HK entered into written agreements with the Company, pursuant to which the existing
unsecured interest-bearing borrowings provided by ITG HK to the Company with a principal amount of
USD24,132,000 (equivalent to RMB171,985,000) and principal amount of RMB657,295,000 were converted into a
perpetual bond with no fixed maturity (“Perpetual Bond 5”) and is callable at the Company’s option. Coupon
interest of 5.0% per annum are paid annually in arrears and may be deferred at the discretion of the Company.

Pursuant to the terms of Perpetual Bond 5, the Company has no contractual obligation to repay the principal or
to pay any coupon interest.

As the Perpetual Bonds 1 to 5 only impose contractual obligations on the Group to repay the principal or to pay
any distributions under certain circumstances which are at the Group’'s discretion, they have in substance
conferred upon the Group an unconditional right to avoid delivering cash or other financial asset to settle
contractual obligations, and therefore do not meet the definition of a financial liability in accordance with HKAS
32 Financial Instruments: Presentation. As a result, Perpetual Bonds 1 to 5 are classified as equity and
distributions, if and when declared, are treated as equity dividends.

As Perpetual Bonds 1, 2 and 4 were issued by Wuhan Zhengtong and Xiamen Zhengtong, indirect wholly-owned
subsidiaries of the Company, respectively, to external third parties, and could not be treated as equity directly
or indirectly attributable to the equity shareholders of the Company, therefore, they are recorded in the
non-controlling interests in the consolidated statement of financial position according to HKFRS 10,
Consolidated Financial Statements. During the six months ended 30 June 2024, the profit attributable to the
holders of Perpetual Bonds 1, 2 and 4, based on the applicable coupon interest rate, amounted to
RMB35,012,000 (six months ended 30 June 2023: RMB7,870,000), out of which RMB34,586,000 has been
distributed to the relevant bond holders (six months ended 30 June 2023: RMB7,142,000).

Perpetual Bond 3 and 5 were recorded directly in equity attributable to equity shareholders of the Company.
During the six months ended 30 June 2024, the profit attributable to the holders of Perpetual Bonds 3 and 5
based on the applicable coupon interest rate, amounted to RMB42,759,000 (six months ended 30 June 2023: nil),
and no distribution was made to the relevant bond holders (six months ended 30 June 2023: nil).
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25 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

46

Financial assets and liabilities measured at fair value

Fair value hierarchy

The fair value of the Group’s financial instruments is categorised into the three-level fair value hierarchy as
defined in HKFRS 13, Fair Value measurement. The level, into which a fair value measurement is classified, is

determined with the reference to the observability and significance of the inputs used in the valuation technique
as follows:

° Level 1 valuations: Fair value measured using only Level 1 inputs i.e. unadjusted quoted prices in active
markets for identical assets or liabilities at the measurement date.

° Level 2 valuations: Fair value measured using Level 2 inputs i.e. observable inputs which fail to meet
Level 1, and not using significant unobservable inputs. Unobservable inputs are inputs
for which market data are not available.

e Level 3 valuations: Fair value measured using significant unobservable inputs.
The following table presents the Group's assets/(liabilities) that are measured at fair value.

Fair value measurement as at Fair value measurement as at
30 June 2024 categorised into 31 December 2023 categorised into
Fair value at Fair value at

30 June 31 December
2024 Level 1 Level 2 Level 3 2023 Level 1 Level 2 Level 3
RMB’000 RMB’000 RMB’000 RMB’000 RMB’'000 RMB’000 RMB’000 RMB'000

Recurring fair value

measurements
Assets:
Forward contracts (note [i)) 30 - 30 - 7,585 — 7,585 —
Option contracts [note (ii)) 18,129 - - 18,129 34,474 — — 34,474
Wealth management products
(notes (i) and {ii)) 61,123 - 344 60,779 84,285 = 347 83,938
Swap contracts (note (i) 4,214 - 4,214 - = = = =
Equity investment in
Dongfeng Logistics (note (ii)) 497,532 - - 497,532 829,028 = = 829,028
581,028 - 4,588 576,440 955,372 - 7,932 947,440
Liabilities:
Option contracts (note (ii)) (12,787) — — (12,787) (33,900) = = (33,900)
Swap contracts [note (i)) (1,424) = (1,424) = (12,809) = (12,809) =
(14,211) - (1,424) (12,787) (46,709) - (12,809) (33,900)

During the six months ended 30 June 2024, there were no transfers between Level 1 and Level 2, or transfers
into or out of Level 3 (six months ended 30 June 2023: nil). The Group’s policy is to recognise transfers
between levels of fair value hierarchy as at the end of the reporting period in which they occur.
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25 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS (continued)

Financial assets and liabilities measured at fair value (Continued)
Fair value hierarchy (Continued)

Notes:
(i) Valuation techniques and inputs used in Level 2 fair value measurements

The fair value of the forward contracts is determined by forward exchange rate and discounted cash flow method. The discount rate used
is the risk-free rate.

The fair value of wealth management products of investment with banks in the PRC determined by reference to quoted prices of
instruments similar to the assets being valued, adjusted for factors unique to the assets being valued.

The fair value of the swap contracts is determined by discounted-cash flow method. Future cash flows are estimated based on forward
interest rates (from observable yield curves at the end of the reporting period). The discount rate used is the risk-free rate.

(ii) Information about Level 3 fair value measurements

The fair value of wealth management products purchased from Western Trust is determined with reference to the net assets value
report of the wealth management products as provided by the fund manager.

The fair value of equity investment in Dongfeng Logistics is determined with reference to recent transaction price, the price/sales ratios
of the comparable listed companies and adjusted for lack of marketability discount.

The fair value of the option contracts is determined by Black-Scholes model. The key parameters used include forward exchange rates
[from observable forward exchange rate at the end of the reporting period), contracted exchange rates, discount rate, risk-free rate,

time to maturity, and volatility.

Below is a summary of significant unobservable inputs to the valuation of the financial instruments together with an analysis for the
relationship of unobservable inputs to the fair value measurements at the end of reporting period:

30 June 2024 and 31 December 2023

Valuation techniques  Significant unobservable inputs Relationship of unobservable inputs to the input

Wealth management  Net assets value Net assets value of the wealth The fair value changes as the net assets value of
products management products the wealth management products changes
Equity investment in Market approach Recent transaction price The fair value increase/decrease as the
Dongfeng Logistics transaction price increase/decrease
Option contracts Black-Scholes model  Volatility of the foreign exchange The fair value increase/decrease as the volatility
rate of the foreign exchange rate increase/decrease
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25 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS (continued)

Financial assets and liabilities measured at fair value (Continued)

Fair value hierarchy (Continued)
The movements during the period in the balance of these Level 3 fair value measurements was as follows:

At 30 June At 31 December

2024 2023
RMB’000 RMB’000

Wealth management products:

At 1 January 83,938 89,969
Redemption of investment (2,976) (850)
Fair value change (20,183) (5,181)
At 30 June/31 December 60,779 83,938
Equity investment in Dongfeng Logistics:

At 1 January 829,028 944,947
Disposal (331,496) —
Fair value change - (115,919)
At 30 June/31 December 497,532 829,028
Option contracts:

At 1 January 574 —
Net realised gain during the year 62,970 100,431
Proceeds in relation to settlement (63,544) (100,431)
Fair value change 5,342 574
At 30 June/31 December 5,342 574

Total gain/(loss) for the period/year included in profit or
loss for assets held at the end of the period/year 48,129 (20,095)

Any gain or loss arising from the remeasurement of the wealth management products, equity investment in
Dongfeng Logistics and option contracts are presented in the “Other income” line item in the consolidated
statement of profit or loss.

26 COMMITMENTS

Capital commitments outstanding at 30 June 2024 not provided for in the interim financial report:

At 30 June At 31 December

2024 2023
RMB’000 RMB'000
Contracted for 663,394 782,229
18 China ZhengTong Auto Services Holdings Limited
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27 CONTINGENT LIABILITIES

(a)

(b)

In 2018, Wuhan Zhengtong, a subsidiary of the Company, and Beijing Guangze entered into a general contract
agreement (the “General Contractor Agreement”) pursuant to which Wuhan Zhengtong engaged Beijing
Guangze to undertake the development, establishment, re-establishment and expansion of 4S stores and
relevant commercial projects owned by the Group. The contract consideration shall be utilized by Beijing
Guangze as the general contractor for such costs as consultant fees for hiring professional service
companies, approval and construction application fees, construction and installation fees and ancillary
facilities fees. Details of the General Contractor Agreement had been disclosed in the Company’s
announcement dated 13 March 2018.

In July 2022, the Group received a payment request of RMBé6 million from one of the sub-contractors that
had been involved in certain 4S Stores and commercial projects (the “Subcontractor”), as Beijing Guangze
failed to fulfil its obligations under the General Contractor Agreement.

In accordance with the PRC legal opinion obtained by the Company from an external legal advisor, Beijing
Guangze is the primary obligor for the relevant construction payments taking into account such facts and
circumstances among others (i] Beijing Guangze had undertaken its general contractor role for the
projects since the establishment of relevant contracts in prior years and the Group had entrusted Beijing
Guangze with the projects and (ii) the Group had already fulfilled its obligations including the payment
made to Beijing Guangze in accordance with the General Contractor Agreement. The historical payments

to Beijing Guangze in relation to the Subcontractor is assessed to be approximately RMB236 million.

While the Subcontractor has not initiated any formal legal proceedings against the Group in this
connection and the future development cannot be estimated with certainty, the directors of the Company,
having given due consideration to the legal advice and the relevant facts and circumstances, are of the
opinion that it is not probable that the Group will be sued by the Subcontractor and will need to make
payments to the Subcontractor. Therefore, no provision has been made in respect of this matter as at
30 June 2024 (31 December 2023: nil).

In 2023, the Group was informed by receipt of two civil complaints that Wuhan Zhengtong has entered into
certain agreements in 2016 to provide guarantees (the “Guarantee Contracts”) against two fixed assets
mortgage loan contracts (the “Fixed Assets Loan Contracts”) entered into by Wuhan Economic and
Technological Development Zone Branch of Hubei Bank Co., Ltd. (the “"Hubei Bank”) with Beijing Guangze
and Inner Mongolia Shengze Dingjie Automobile Trading Company Limited (the “Inner Mongolia Shengze”),
respectively.

In March 2024, Wuhan Zhengtong received judgments in relation to aforementioned two civil lawsuits (the
“First Instance Judgment”]) from the Wuhan Intermediate People’'s Court, pursuant to which i] the
Guarantee Contracts were executed but are of no legal effect; and ii) Wuhan Zhengtong is obliged to bear
half of the shortfalls, if any, when Hubei Bank has shortfalls to recover the debt owed to it, by collecting
the proceeds of disposal of the collateral assets, for the failure of Beijing Guangze and Inner Mongolia
Shengze to repay the debts.

As at 30 June 2024, the outstanding debts in relation to Fixed Assets Loan Contracts amounted to
approximately RMB553 million. According to the valuation report issued by an external valuer on 22 March
2024, the estimated net realisable amount of the corresponding collaterals, calculated as fair value less
cost to sell, was RMB654 million as at 31 December 2023. As the directors of the Company considered
that there are no material changes in relation to the significant input for the measurement of the
collaterals, the estimated net realisable amount of the collaterals as at 30 June 2024 were assessed to be
the same as those of 31 December 2023, i.e. RMB654 million.

In accordance with a PRC legal opinion obtained by the Company from an external legal advisor, the First
Instance Judgment considered that Wuhan Zhengtong is ranked lower in the order of priority in meeting
payment commitments, as there exist several collaterals and there are other defendants who are also
guarantors. The directors of the Company, having given due consideration of the legal advice and the
relevant facts and circumstances including their understanding of the estimated net realisable amounts of
the collaterals, are of the opinion that it is not probable that the Group will be required to make any
payments. Therefore, no provision has been made in respect of this matter as at 30 June 2024
(31 December 2023: nil).

As at 30 June 2024, except for the aforementioned contingencies, the Group did not have any other
material contingent liabilities.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

28 MATERIAL RELATED PARTY TRANSACTIONS

ITG Holding Controlling Shareholder
EFBREERERAFR AR

ITG HK Controlled by Controlling
BIZEZEREE (HE)GRAA Shareholder

Xiamen Xindeco Co., Ltd. (“Xindeco”) Controlled by Controlling
EFEERMD AR AR Shareholder

International Trade Yingtai Financial Leasing (Xiamen) Co., Ltd. (“IT Yingtai”) Controlled by Controlling
EEREMEMEE (EF)BRAQA] Shareholder

Tianxiada Fiance Leasing (Xiamen) Co., Ltd. ("Tianxiada”) Controlled by Controlling
AT EREHEE(EF)BARAQA Shareholder

Xiamen International Trade Development Co., Ltd. ("IT Development”) Controlled by Controlling
EFEEZERERARAA Shareholder

Xiamen ITG Holding Group Finance Co., Ltd. (“ITG Finance”) Controlled by Controlling
EFEEZEREEMEER QAR Shareholder

Xiamen ITG Capital Group Co., Ltd. (“ITG Capital”) Controlled by Controlling
EFEEEAREEFR AR Shareholder

Shandong Xinda IOT Application Technology Co., Ltd. (“Shandong Xindeco”) Controlled by Controlling
IR EY B EAR AR AR Shareholder

Xiamen Gaoxin Yundao Technology Co., Ltd. ("Xiamen Gaoxin Yundao”) Controlled by Controlling
Ef e EEREER AR Shareholder

Xiamen High-tech Talent Development Co., Ltd. ("Xiamen High-tech”) Controlled by Controlling
EfEMATREERAA Shareholder

Xiamen International Trade and Financial Center Development Co., Ltd. Controlled by Controlling
(“IT Financial Center”) Shareholder

EFEBSRT OHEBRAR

Xiamen China Energy Conservation Investment Co.,Ltd. ("Haiyi Asset”) Controlled by Controlling
EFTEREEBTIEARAA Shareholder

Shanghai Maocheng Property Services Co.,Ltd. (“Shanghai Maocheng”) Controlled by Controlling
FEERYMERB AR AR Shareholder

Shanghai Yige Science & Technology Trading Co., Ltd. ("Shanghai Yige”) Joint venture since
EEEREIIEBRAR December 2023

Note: The English translation of the Company names is for reference only. The official names of the companies established in the PRC are in
Chinese.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

28 MATERIAL RELATED PARTY TRANSACTIONS (continued)
(a) Recurring transactions

Six months ended 30 June

2024 2023
RMB’000 RMB’000
Technical support and construction design services:
Shanghai Maocheng 5 —
Xiamen High-tech 49 —
Xindeco 246 —
ITG Holding b4 =
Shandong Xindeco 1,827 1,836
2,191 1,836
Other financial services received:
ITG Finance 150 =
Interest received:
ITG Finance 250 =
Technical and sales promotional service received:
Xiamen Gaoxin Yundao 34,415 =
Interest-bearing borrowings — (repayments to)/
proceeds from related parties, net effect:
ITG Holding (396,000) (950,200)
IT Development (762) 51,920
ITG HK (479,504) (366,898)
ITG Finance 940,240 1,499,852
ITG Capital (12,000) -
51,974 234,674

As of 30 June 2024, the Group have obtained financial guarantees from ITG Holding for banking facilities
and bank loans and borrowings of RMB6,396 million (31 December 2023: RMB6,596 million).

During the six months ended 30 June 2024, total interest expenses incurred on the interest-bearing
borrowings due to related parties was RMB125,166,000 (30 June 2023: RMB157,742,000).

During the six months ended 30 June 2024, the Group’s transaction with a fellow subsidiary in relation to
the issuance of perpetual bonds is disclosed in note 24.
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" NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT :

28 MATERIAL RELATED PARTY TRANSACTIONS (continued)
(b) Balances with related parties

At 30 June At 31 December
2024 2023

RMB’000 RMB’000

Cash deposits in:

ITG Finance 42,139 690
Amounts due from related parties:
Xindeco == 470
Prepayments:
Shanghai Maocheng 5 —
Xiamen Gaoxin Yundao 5,878 802
5,883 802
Rental deposits:
IT Financial Center 20 =
Haiyi Asset 81 —
101 —
Accounts payable due to related parties:
Shanghai Yige 530 404
Other payables due to related parties:
ITG HK 34,480 —
ITG Holding 8,511 50
IT Development 5,065 5,443
Xiamen Gaoxin Yundao 3,373 8,132
Shandong Xindeco 1,827 4,715
Xindeco 224 88
Tianxiada 14 =
Xiamen High-tech 10 -
53,504 18,428
bl China ZhengTong Auto Services Holdings Limited
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{ NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

MATERIAL RELATED PARTY TRANSACTIONS (continued)
(b) Balances with related parties (Continued)

At 30 June

2024
RMB’000

Interest-bearing borrowings due to related parties:

At 31 December
2023
RMB'000

Current
ITG HK — 349,777
ITG Holding — 448,700
IT Development 133,779 -
ITG Finance 2,180,000 1,377,760
ITG Capital 1,000 1,000
Sub-total e 2314779 2,177,237
Non-current
ITG Holding 52,700 =
IT Development 264,169 398,710
ITG Finance 1,475,000 1,337,000
ITG Capital 287,000 299,000
Sub-total e 2,078,869 2,034,710
Total 4,393,648 4,211,947

NON-ADJUSTING EVENT AFTER THE REPORTING PERIOD

On 25 July 2024, the Company entered into two subscription agreements with two subscribers respectively,
pursuant to which the Company has conditionally agreed to allot and issue, and the two subscribers have
conditionally agreed to subscribe for an aggregate of 479,888,000 subscription shares (the “Subscription
Shares”) at the subscription price of HKD0.125 per Subscription Share (the “Subscriptions”). The net proceeds
from the Subscriptions were approximately HKD59.33 million after deduction of the related expenses.

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform with the current period’s presentation.
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CORPORATE INFORMATION

BOARD OF DIRECTORS

Executive Directors

Mr. Huang Junfeng (Chairman]
Mr. Zeng Tingyi

Mr. Wang Mingcheng

Mr. Chen Hong

Independent Non-executive Directors
Dr. Wong Tin Yau Kelvin

Ms. Yu Jianrong

Mr. Song Tao

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.0. Box 2681

Grand Cayman, KY1-1111
Cayman lIslands

HEADQUARTERS

4/F, Wuhan Baoze

No. Te 6 Huangpu Technological Park
Jiangan District

Wuhan, China

PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

Flat C, 32/F,

Lippo Centre Tower One
89 Queensway

Hong Kong

COMPANY WEBSITE

www.zhengtongauto.com

COMPANY SECRETARY
Ms. Fung Wai Sum (ACG, HKACG)

AUTHORIZED REPRESENTATIVES

Mr. Huang Junfeng
Ms. Fung Wai Sum

AUDIT COMMITTEE

Dr. Wong Tin Yau Kelvin (Chairman]
Ms. Yu Jianrong

NOMINATION COMMITTEE

Mr. Huang Junfeng (Chairman]
Ms. Yu Jianrong
Mr. Song Tao

REMUNERATION COMMITTEE

Ms. Yu Jianrong (Chairman]
Mr. Zeng Tingyi
Dr. Wong Tin Yau Kelvin

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE COMMITTEE

Mr. Wang Mingcheng (Chairman)
Mr. Huang Junfeng
Mr. Chen Hong

HONG KONG SHARE REGISTRAR

Computershare Hong Kong Investor Services Limited
46th Floor, Hopewell Centre

183 Queen’s Road East

Wan Chai, Hong Kong

CAYMAN ISLANDS SHARE
REGISTRAR

Conyers Trust Company (Cayman] Limited
Cricket Square, Hutchins Drive, P.0. Box 2681
Grand Cayman, KY1-1111 Cayman Islands

PRINCIPAL BANKERS

Industrial and Commercial Bank of China Limited
China Construction Bank Co., Ltd.
Bank of Communications Co., Ltd.
Industrial Bank Co., Ltd.

China CITIC Bank Corporation Limited
Ping An Bank Company Limited

Hua Xia Bank Co., Limited

China Zheshang Bank Co., Ltd.

The Bank of East Asia (China) Limited
Xiamen International Bank Co., Ltd.
Fubon Huayi Bank Co., Ltd.

AUDITORS

KPMG

Public Interest Entity Auditor registered in accordance
with the Financial Reporting Council Ordinance

8th Floor, Prince’s Building

10 Chater Road

Central, Hong Kong

Mir- Seng Tao HONG KONG LEGAL COUNSEL
Reed Smith Richards Butler LLP
STOCK CODE
01728

h China ZhengTong Auto Services Holdings Limited

Interim Report 2024



CHINA ZHENGTONG
AUTO SERVICES HOLDINGS LIMITED

PEIEESERBEZEARAT

WWW.ZHENGTONGAUTO.COM


http://WWW.ZHENGTONGAUTO.COM

	COVER
	CONTENTS
	MANAGEMENT DISCUSSION AND ANALYSIS
	OTHER INFORMATION
	INDEPENDENT REVIEW REPORT
	CONSOLIDATED STATEMENT OF PROFIT OR LOSS
	CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
	CONSOLIDATED STATEMENT OF FINANCIAL POSITION
	CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	CONDENSED CONSOLIDATED CASH FLOW STATEMENT
	NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
	CORPORATE INFORMATION
	BACK COVER



