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IMPORTANT NOTICE

(1) The board of directors (the “Board”) and supervisory committee (the
“Supervisory Committee”) of the Company and its directors (the
“Director(s)”), supervisors (the “Supervisor(s)”) and senior
management (the “Senior Management”) warrant that there are no
false representations, misleading statements contained in or material
omissions from this report and they will assume joint and several
liability for the truthfulness, accuracy and completeness of the
contents disclosed herein.

() Mr. Dai Deming, the independent non-executive Director, was absent
for business reasons and appointed Mr. Yang Yuzhong, the
independent Director, in writing to attend the meeting and exercise
voting rights on his behalf.

(11 The interim financial report of the Company is unaudited.

None of our controlling shareholder or its associates has appropriated
the Company’s capital on an infrequent basis.

The Company did not provide any guarantee in favour of any
external party in violation of the prescribed decision-making
procedures.

Zhao Xiaogang, the Chairman of the Company, Zhan Yanjing, the
person-in-charge of accounting affairs, and Xu Weifeng, the head
of the Accounting Department, warrant the truthfulness and
completeness of the financial statements in this interim report.

Unless otherwise stated, the monetary unit in this report is RMB.
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Results Highlights

For the first six months of 2009 (the “Reporting Period”), the Company recorded operating revenue of

RMB18,235,373,000, representing an increase of 24.33% as compared with the same period last year. However,

as the Ministry of Railways of the People’s Republic of China (the “PRC”) and all of its subordinate railway bureaus

(together as “CR”) postponed its tendering process for new freight wagons, which led to insufficient production

tasks in freight wagon business and a higher amount of shared fixed costs, the Company recorded profits after

taxation of RMB821,259,000 in the first half of the year, representing a decrease of 12% as compared with the

same period last year. Profit attributable to equity holders of the Company was RMB626,337,000, representing

a decrease of 22.58% as compared with the same period last year. Basic earnings per share were RMBO0.05.

Major financial data and indexes are set out in the following tables:

Operating revenue (RMB’000)

Profit after tax (RMB’000)

Profit attributable to equity holders
of the Company (RMB’000)

Basic earnings per share (RMB/share)

NELITETQA (6]

June 2009

18,235,373
821,259

626,337
0.05

January to

June 2008

14,667,064
933,207

808,966
0.12

Currency: RMB

Increase/

(decrease)

(%)

24.33
(12.00)

(22.58)

Total assets (RMB’000)

Total liabilities (RMB’000)

Total equity (RMB’000)

Including: Equity attributable to equity
holders of the Company (RMB’000)

Shareholder interest per share (RMB/share)

30 June 2009

49,700,227
30,683,112
19,017,115

16,280,768
1.38

As at 31
December 2008

45,616,251
26,873,674
18,642,577

16,021,128
1.35

Currency: RMB

Increase/

(decrease)

(%)

9.1¢
14.18
2.01

1.62

CHINA SOUTH LOCOMOTIVE & ROLLING STOCK CORPORATION LIMITED
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Results Highlights (Continued)

Comparisons between revenue from all business segments of the Company for the first six months of 2009 and

that of the same period last year are set out in the following table:

January to June 2009 January to June 2008

Business segment Amount Percentage Amount Percentage Growth rate

(RMB’000) % (RMB’000) % %
LLocomotives 4,244,380 23.28 4,244,982 28.94 —
Passenger carriages 2,810,804 15.41 1,401,311 9.55 100.58
Freight wagons 2,024,394 11.10 4,754,146 32.41 (67.42)
MUs 4,070,135 22.32 1,327,895 9.06 206.51
Rapid transit vehicles 1,194,487 6.55 891,601 6.08 33.97
Others 3,891,173 21.34 2,047,129 13.96 90.08
Total 18,235,373 100.00 14,667,064 100.00 24.33

= S —
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Changes in Share Capital and Particulars of Shareholders

(I

CHANGES IN SHARES

During the Reporting Period, there was no change in the number of total shares or share capital structure

of the Company.
For the six months ended 30 June 2009, none of the Company or its subsidiaries has repurchased, sold
or redeemed any of the Company’s securities under the Rules Governing the Listing of Securities (“Hong

Kong Listing Rules”) on The Stock Exchange of Hong Kong Limited (“Hong Kong Stock Exchange”).

The minimum public float of the Company satisfies the requirement of Rule 8.08 of the Hong Kong Listing

Rules.

PARTICULARS OF SHAREHOLDERS AND THE ULTIMATE
CONTROLLER

1. The number of shareholders and their shareholdings
(1) Total number of shareholders as at the end of the Reporting Period

At the end of the Reporting Period, the Company had 295,823 shareholders in total,
including 292,023 holders of A shares and 3,800 holders of H shares.

CHINA SOUTH LOCOMOTIVE & ROLLING STOCK CORPORATION LIMITED
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Changes in Share Capital and Particulars of Shareholders (Continued]

(2) Shareholdings of the top ten shareholders Unit: share

Total Change  Number of shares

Nature of  Percentage of number of during the  subject to trading Number of

Name of shareholders older shareholding shares held  Reporting Period ~ moratorium held shares frozen

China South Locomotive & State-owned 56.75 6,718,628,571 = 6,718,628,571 295,714,286
Rolling Stock Industry legal person

(Group) Corporation

HKSCC NOMINEES LIMITED ~ Overseas legal 17.08 2,016,214,900 (269,100) - Unknown
person
Beijing Railway Industry State-owned 0.82 97,371,429 - 97,371,429 4,285,714
Trade Company legal person
Donghai Securities Co., Ltd. ~ Other 0.68 80,000,000 80,000,000 - Unknown
China Life Insurance Company  Other 0.40 47,100,000 47,100,000 - Unknown

Limited—Bonus—Individual

Bonus—005L—FH002 Hu

005L
FH002
Zhang Yan Other 0.31 36,190,620 36,190,620 - Unknown
Xu Bailiang Other 0.30 35,000,000 35,000,000 - Unknown
Industrial and Commercial Other 0.26 30,639,006 30,139,005 = Unknown

Bank of China—China
Southern Longyuan
Industrial Subject Stock

Investment Fund

2009 INTERIM REPORT
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Changes in Share Capital and Particulars of Shareholders (Continued)

Total Change  Number of shares

Nature of  Percentage of number of during the  subject to trading Number of

Name of shareholders shareholder shareholding shares held  Reporting Period  moratorium held shares frozen

CITIC Securities Co., Ltd. Other 0.22 26,202,584 26,202,584 = Unknown

Industrial and Commercial Other 0.21 24,999,877 24,999,877 = Unknown

Bank of China—Bosera

Tertiary Industry Growth

Stock Securities

Investment Fund

Notes:

1.

H shares held by HKSCC NOMINEES LIMITED were shares held on behalf of various

customers.

Beijing Railway Industry Trade Company (“BRIT”) is a wholly-owned subsidiary of
China South Locomotive & Rolling Stock Industry (Group) Corporation (“CSRG” or
“CSRG Group”). Apart from this, the Company is not aware of whether there is any
connection among such other shareholders or whether they are parties acting in

concert.

According to Implementation Measures on the Transfer of Certain State-owned Shares
in Domestic Stock Market for Replenishing Social Security Fund, which was promulgated
on 19 June 2009, the holders of the State-owned shares of the Company shall transfer
the state-owned shares equivalent to 10% of shares actually issued and listed pursuant
to the initial public offering (“IPO”) to the National Council for Social Security Fund.

Therefore, a portion of shares held by CSRG and BRIT are currently frozen.

CORPORATION LIMITED
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Changes in Share Capital and Particulars of Shareholders (Continued]

(3) Shareholding of the top 10 holders of shares not subject to trading
moratorium Unit: Share

Number of shares

not subject to

Name of Shareholders trading moratorium held Type of share

HKSCC NOMINEES LIMITED 2,016,214,900 Overseas listed

foreign invested shares

Donghai Securities Co., Ltd. 80,000,000 Ordinary shares

denominated in RMB

China Life Insurance Company Limited 47,100,000 Ordinary shares

—Bonus—Individual Bonus—005L—FH002 Hu denominated in RMB
005L FHO002

Zhang Yan 36,190,620 Ordinary shares

denominated in RMB

Xu Bailiang 35,000,000 Ordinary shares
denominated in RMB

2009 INTERIM REPORT
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Changes in Share Capital and Particulars of Shareholders (Continued)

Number of shares
not subject to

Name of Shareholders trading moratorium held

Industrial and Commercial Bank of China 30,639,005
—China Southern Longyuan Industrial
Subject Stock Investment Fund

CITIC Securities Co., Ltd. 26,202,584

Industrial and Commercial Bank of China 24,999,877
—Bosera Tertiary Industry Growth
Stock Securities Investment Fund

Industrial Bank Co., Ltd.—Industrial Trend 24,000,000
Investment Mixed Securities
Investment Fund

Bank of China—Harvest Shanghai 23,777,170
—Shenzhen 300 Index Securities
Investment Fund
— 300

Connections or parties acting

Type of share

Ordinary shares
denominated in RMB

Ordinary shares
denominated in RMB

Ordinary shares
denominated in RMB

Ordinary shares
denominated in RMB

Ordinary shares
denominated in RMB

The Company is not aware of whether

in concert among the there are any connections among such
aforesaid shareholders shareholders or whether they are
parties acting in concert.

)
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Notes: the Company placed a total of 267,576,000 H shares to China Life Insurance Company
Limited, GE Capital Equity Investment Ltd and Mirae Asset Global Investments (Hong Kong)
Limited during the IPO of H shares in August 2008. The six-month lock-up period for the
shares placed to such three institutional investors has expired on 23 February 2009. Such
shares have been released from trading moratorium and become freely tradable on the same
day. The H shares held by such three institutional investors were held in the name of HKSCC

NOMINEES LIMITED.

(4) Shareholdings of the top 10 holders of shares subject to trading
moratorium and the terms of the trading moratorium

Unit: Share

Release of trading moratorium

Number of No. of additional
Name of holders shares subject shares available
of shares subject to to trading Expiry date of for listing
No. trading moratorium moratorium held trading moratorium and trading  Trading moratorium
1. China South Locomotive 6,718,628,571 18 August 2011 6,718,628,571  Promoter shareholder undertook
& Rolling Stock Industry that its A shares would be
(Group) Corporation subject to a moratorium period

of 36 months from the date of

A shares listing

2. Beijing Railway Industry 97,371,429 18 August 2011 97,371,429 Promoter shareholder undertook
Trade Company that its A shares would be
subject to a moratorium period
of 36 months from the date of

A shares listing

2009 INTERIM REPORT
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Changes in Share Capital and Particulars of Shareholders (Continued)

Substantial shareholders’ interests and short positions in the Company

As at 30 June 2009, the following persons had interests or short positions in the Company’s
shares as recorded in the register of interests and short positions in shares required to
be kept under section 336 of the Securities and Futures Ordinance (“SFO”) (Chapter 571
of the Laws of Hong Kong):

Percentage of
H share or
A share in
the total issued Percentage
Number of H shares or of total

H Share or Nature of H Shares or total issued  share capital of

Name of Shareholders Capacity A Share Interest A Shares held A shares the Company

CSRG (Note 1) Beneficial owner A shares Long position  6,816,000,000 69.44 57.57
National Council for Beneficial owner H shares Long position 184,000,000 9.09 1.55

Social Security Fund

(Note 2)
Mirae Asset Global Investment H shares Long position 138,424,000 6.84 1.7
Investments (Hong Kong) manager
Limited
Deutsche Bank Beneficial owner/ H shares Long position 119,102,200 5.88 1.01
Aktiengesellschaft investment manager/ Short position 4,974,200 0.2 0.04
person having a
security interest
in shares
JPMorgan Chase & Co. Investment manager/ H shares Long position 106,339,353 5.25 0.90
custodian-corporation/ Interests in a 88,016,353 435 0.74
approved lending agent lending pool

CHINA SOUTH LOCOMOTIVE & ROLLING STOCK CORPORATION LIMITED
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Changes in Share Capital and Particulars of Shareholders (Continued]

—

Notes:
1. CSRG holds 97,371,429 A shares of the Company through its wholly-owned subsidiary, BRIT.

2. The Company issued a total of 1.84 billion overseas listed foreign invested shares (H shares)
(upon the full exercise of the over-allotment option). In accordance with the relevant rules in
respect of reduction of shareholding in State-owned shares, the holders of the Company’s
State-owned legal person shares, CSRG and BRIT, transferred the State-owned shares held
according to 10% of the total H shares offered at the H share offering, or 184 million shares,
to the National Council for Social Security Fund. Such State-owned shares were converted

into H shares on a 1:1 basis.

3. Information disclosed hereby is based on the information available on the website of the Hong

Kong Stock Exchange at www.hkex.com.hk.

Save as disclosed above, as far as the Directors of the Company are aware, as at 30 June
2009, no other person had interests and/or short positions in the shares or underlying shares
(as the case may be) of the Company which were require to be recorded in the register
pursuant to section 336 of Part XV of the SFO, or was otherwise a substantial shareholders

(as defined in the Hong Kong Listing Rules) of the Company.

2. Changes in the controlling shareholder and the ultimate
controller

There was no change in the controlling shareholder and the ultimate controller during the Reporting

Period.

2009 INTERIM REPORT
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Particulars of Directors, Supervisors and Senior Management

(I

CHANGES IN SHARES HELD BY DIRECTORS, SUPERVISORS
AND SENIOR MANAGEMENT

During the Reporting Period, none of the Directors, Supervisors or Senior Management has held or traded
any of the Company’s shares.

APPOINTMENT OR DISMISSAL OF DIRECTORS, SUPERVISORS
AND SENIOR MANAGEMENT

During the Reporting Period, the Company has not appointed or dismissed any of its Directors, Supervisors
or Senior Management.

As considered and approved at the 12th meeting of the first session of the Board on 15 June 2009,
Mr. Zhao Xiaogang and Mr. Yang Yuzhong were appointed as members of the Nomination Committee
of the Board.

SHAREHOLDING INTERESTS OF DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT

As at 30 June 2009, none of the Directors, Supervisors and Senior Management of the Company had
any interests or short positions in the shares or underlying shares of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which were required, pursuant to section 352
of the SFO, to be entered in the register referred to therein, or which were required to be notified to
the Company and the Hong Kong Stock Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 to the Hong Kong Listing Rules.

As at 30 June 2009, none of the Directors, Supervisors and Senior Management or their spouses or
children under the age of 18 has been granted any equity securities or warrants of the Company.

CHINA SOUTH LOCOMOTIVE & ROLLING STOCK CORPORATION LIMITED
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Report of Directors

()  SUMMARY OF THE OVERALL OPERATION OF THE COMPANY
DURING THE REPORTING PERIOD

From January to June 2009, the Company achieved operating revenue of RMB18,235,373,000, representing
an increase of 24.33% as compared with the same period last year. Profit after tax and profit attributable

to the equity holders of the Company amounted to RMB821,259,000 and RMB626,337,000, representing
f)
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Report of Directors (Continued)

Our operating revenue is mainly derived from locomotives, passenger carriages, freight wagons,
MUs, rapid transit vehicles and other revenues. During the Reporting Period, the Company
proactively seized the development opportunities and made full use of its technology advantages
to further new products development and investment in technological renovation. Accordingly, the
business scale was expanded and market sales were boosted, which led to an admirable growth

in operating revenue during the Reporting Period.

Revenue from our locomotive product line basically remained constant as compared with the same
period last year. The Company delivered certain eight-axle high-powered electric locomotives in
the same period last year while two new high-powered locomotives of the Company were in the
experimental stage during the first half of 2009. With a lesser amount of products being delivered,
the corresponding revenue increase from such products was unable to be fully reflected in the

Reporting Period.

Revenue from our passenger carriage product line saw a considerable increase as compared with
the same period last year, primarily due to the fact that CR increased its demand for passenger
carriages as driven by the domestic demand stimulation policies of the PRC government, which
led to the increase in the Company’s passenger carriage orders. Meanwhile, most products

ordered were delivered in the first half of 2009.

Revenue from our freight wagon product line recorded a noticeable decrease as compared with
the same period last year, principally due to the severe insufficiency of orders for the first half
of 2009 as CR postponed its tendering process for new freight wagons to June. Most orders in

hand are in the process of being executed and sales has not been achieved yet.

Revenue from our MUs product line increased significantly as compared with the same period
last year, mainly due to the Company’s smooth delivery of oversize arrangement sleeper MUs,
as compared with less delivery of MUs (impacted by certain imported components) in the same
period last year. The substantial increase in the delivery of new MUs led to the significant growth

in revenue from MUs product line.

Revenue from our rapid transit vehicle product line increased substantially as compared with the
same period last year, primarily attributable to the gradual release of the domestic rapid transit
vehicle demand in 2007 and 2008 and over 60% market share occupied by the Company. Mass

delivery of orders drove up the revenue from our rapid transit vehicle product line significantly.

CHINA SOUTH LOCOMOTIVE & ROLLING STOCK CORPORATION LIMITED
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Report of Directors (Continued)

Revenue from other businesses includes revenue from businesses that closely utilize proprietary
rolling stock technologies which increased significantly as compared with the same period last
year, primarily attributable to the considerable increase in revenue from proprietary rolling stock
technologies related products under the Company’s proactive development in this field by means
of its technological competence and edges. The considerable increase in revenue from proprietary
rolling stock technologies related products was contributed by: over 1000% of year-on-year
increase in revenue from wind power generation, over 300% of year-on-year increase in revenue
from special-purpose vehicles, over 100% of year-on-year increase in revenue from other
maintenance services, and nearly 50% of year-on-year increase in revenue from sales of non-

locomotive accessories and materials as well as road maintenance machineries.
Revenue breakdown by regions

From January to June 2009, operating revenue from the Company’s operations by regions and

the comparison with that of the same period last year is shown in the following table:

Composition and percentage of revenue by regions

January to June 2009 January to June 2008

Business segment Amount Percentage Amount Percentage Growth rate

(RMB’000) % (RMB’000) % %
Domestic market 17,678,543 96.95 14,129,566 96.34 25.12
Overseas market 556,830 3.05 537,498 3.66 3.60
Total 18,235,373 100.00 14,667,064 100.00 24.33

Revenue from domestic market of the Company increased by 25.12% as compared with the same
period last year whereas revenue from overseas market increased by 3.60% as compared with

the same period last year.

2009 INTERIM REPORT
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Report of Directors (Continued)

Breakdown of gross profit and gross profit margin

Consolidated gross profit of the Company from January to June 2009 and the comparison with

that of the same period last year is shown in the following table:

Consolidated gross profit and gross profit margin

January to January to
June 2009 June 2008
Amount Amount Growth rate
(RMB’000) (RMB’000) %
Operating revenue 18,235,373 14,667,064 24.33
Cost of operation 15,302,945 11,920,016 28.38
Gross profit 2,932,428 2,747,048 6.75
Gross profit margin 16.08% 18.73%

Gross profit of the Company increased modestly as compared with the same period last year as
driven by operating revenue growth, but gross profit margin decreased from same period last year,
as freight wagon business suffered from the postponement of the tendering process for new freight
wagons by our major customer CR till June, which led to insufficient production tasks and a higher

amount of shared fixed costs for the first half of the year.

CHINA SOUTH LOCOMOTIVE & ROLLING STOCK CORPORATION LIMITED
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Report of Directors (Continued)

(I COMPOSITION AND CHANGES OF MAJOR ASSETS AND
LIABILITIES OF THE COMPANY DURING THE REPORTING PERIOD

1. Composition and changes of major assets of the Company
during the Reporting Period

The composition and year-on-year changes of major assets of the Company as at 30 June 2009

are shown in the following table:

Composition and changes of major assets (net)

30 June 2009 31 December 2008
Amount Percentage Amount Percentage Growth rate
(RMB’000) %  (RMB’000) % %
Total current assets 34,083,886 68.58 31,087,693 68.30 9.64
Of which: cash and
cash equivalents 7,685,470 15.46 11,065,179 24.31 (30.54)
Trade receivables 7,935,147 15.97 5,995,583 13.17 32.35

Prepayment, deposits

and other
receivables 4,676,595 9.41 4,417,719 9.71 5.86
Inventories 10,673,601 21.48 8,389,453 18.43 27.23

Total non-current

assets 15,616,341 31.42 14,428,558 31.70 8.23
Of which:

property, plant

and equipment 11,357,754 22.85 10,242,102 22.50 10.89
Total assets 49,700,227 100.00 45,516,251 100.00 9.19

The balance of the Company’s cash and cash equivalents is relatively significant, accounting for
15.46% of the total assets as at the end of the Reporting Period. Such a high proportion was
attributable to the Company’s effort in sustaining a suitable amount of cash and bank balance

for daily production and operation.

2009 INTERIM REPORT
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Report of Directors (Continued)

The trade receivables of the Company are mainly contract receivables. As at the end of the
Reporting Period, net trade receivables increased by 32.35% as compared with the end of last
year, which is due to the increased sales revenue for the Reporting Period and the fact that some
major customers prefer to settle at the end of the year rather than in the middle of the year, which

explains higher trade receivables in the middle of the year than those at the end of the year.

Inventories of the Company increased by 27.23% as compared with the end of last year. Such
increase was mainly attributable to a higher business volume following an upscale of the Company’s

operation.
The property, plant and equipment of the Company increased by 10.89% as compared with the
end of last year, mainly attributable to more investment in capacity expansion, upgrades of

products and technologies by the Company.

Composition and changes of major liabilities of the Company
during the Reporting Period

The composition and year-on-year changes of major liabilities of the Company as at 30 June 2009

are shown in the following table:

CHINA SOUTH LOCOMOTIVE & ROLLING STOCK CORPORATION LIMITED
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Report of Directors (Continued)

Composition and changes of major liabilities

30 June 2009 31 December 2008

Amount Percentage Amount Percentage Growth rate

(RMB’000) (RMB’000) % %

Total current liabilities 27,862,314 90.81 23,652,158 88.01 17.80
Of which: interest

bearing bank and

other borrowings 3,831,106 12.49 3,747,420 13.94 2.23
Bills payables 5,578,686 18.18 3,127,130 11.64 78.40
Trade payables 10,453,222 34.07 8,415,044 31.31 24.22

Other payables and

accruals 7,542,029 24.58 7,986,766 29.72 (5.57)
Total non-current

liabilities 2,820,798 9.19 3,221,516 11.99 (12.44)
Of which: interest

bearing bank and

other borrowings 192,702 0.63 664,996 2.47 (71.02)
Provision for

supplemental

pension subsidies

and early retirement

benefits 2,033,490 6.63 2,141,570 7.97 (5.05)
Total liabilities 30,683,112 100.00 26,873,674 100.00 14.18

The bill payables of the Company are mainly bills issued to suppliers for liquidity. As at the end
of the Reporting Period, the bill payables of the Company increased significantly by 78.40% as
compared with the end of last year, mainly attributable to the increase in the procurement amount
given the increase in business volume of the Company. In addition, in order to lower financing
costs, the Company increased the bill financing from cooperating banks with lower cost by virtue

of its credit advantages.

The trade payables of the Company are mainly outstanding amount payable to suppliers of raw
materials, machinery and equipment and outstanding construction amount. As at the end of the
Reporting Period, the trade payables of the Company increased by 24.22% as compared with
the end of last year, which was mainly attributable to the increase in the procurement amount

given the increase in business volume of the Company.
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As at the end of the Reporting Period, the long-term interest bearing bank and other borrowings
of the Company decreased by 71.02% from the end of last year. The substantial decrease is mainly
attributable to repayment of certain loans in advance by the Company as it was in possession

of abundant capital.
3. Capital structure

As at 30 June 2009, the gearing ratio of the Company was 51.95%.

MATERIAL CHANGES IN FINANCIAL FIGURES SUCH AS
ADMINISTRATIVE EXPENSES DURING THE REPORTING PERIOD

From January to June 2009, the financial figures such as administrative expenses of the Company and

year-on-year changes thereof are shown in the following table:

NELITETQA (6] January to

June 2009 June 2008
Amount Amount Growth rate
(RMB’000) (RMB’000) %
Selling and distribution costs 422,142 316,388 33.43
Administrative expenses 1,633,115 1,325,140 23.24
Finance costs 133,779 249,246 (46.33)

Share of profits and losses

of associate companies

and jointly-controlled

entities 56,144 86,478 (35.08)
Tax 186,380 285,199 (34.65)
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From January to June 2009, the selling and distribution costs of the Company increased by 33.43% as
compared with the same period last year, which was attributable to the increase in selling expenses
arising from the increased sales revenue of the Company. The increase of 23.24% in administrative
expenses of the Company as compared with that of last year was mainly attributable to the increase
in corresponding management fees arising from the increase in business volume and R&D expenses
during the Reporting Period. Finance costs decreased by 46.33% as compared with the same period
last year, mainly attributable to less debt financing after the listing of the shares of the Company in August
2008. Share of profits and losses of associate companies and jointly-controlled entities decreased by
35.08% as compared with the same period last year, mainly due to the increase in holding of shares
with voting rights in certain joint ventures enterprises by the Company which made them become
subsidiaries of the Company. Figures for the same period last year included investment income shared
by the Company according to the shareholdings in such companies, and the large gain from disposal
of certain available-for-sale financial assets (equity interest in Dingsheng Tiangong) by the Company. Tax
decreased by 34.65% from the same period last year, mainly due to less operating profits for the
Reporting Period and the 15% preferential enterprise income tax rate for high-tech enterprises enjoyed
by certain subsidiaries since the end of 2008 and the beginning of 2009, whereas applicable tax rate

was 25% for the same period last year.
(V) BREAKDOWN OF CASH FLOW DURING THE REPORTING PERIOD

From January to June 2009, cash flow of the Company and year-on-year changes thereof are set out

in the following table:

January to NETVETaA (o)

June 2009 June 2008
Amount Amount Growth rate

(RMB’000) (RMB’000) %

Net cash flow from

operating activities (1,716,542) (1,820,818) (5.73)
Net cash flow from

investing activities (1,428,909) (1,072,401) 33.24
Net cash flow from

financing activities (671,681) (765,339) (25.30)
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From January to June 2009, deficit of net cash flow from operating activities was RMB1,716,542,000,
which was slightly lower than that of the same period last year. Deficit of net cash flow from investing
activities was RMB1,428,909,000, representing an increase of RMB356,508,000 or 33.24% as compared
with the same period last year, mainly due to the increased expenditure in investment projects financed
by proceeds. Deficit of net cash flow from financing activities was RMB571,681,000, representing a
decrease of 25.30% as compared with the same period last year, mainly due to less repayment of bank

loans and interests payment in the Reporting Period as compared with the same period last year.

INVESTMENT OF THE COMPANY
1. Use of proceeds raised from A share offering

The Company raised aggregate net proceeds of RMB6.36941 billion from the IPO of A shares
in August 2008. As at 30 June 2009, interests accrued from deposit of proceeds in bank amounted
to RMB17.21 million.

In the first half of 2009, the Company’s investment projects funded by proceeds (the “Projects”)
had utilized proceeds of RMB1.05289 billion. RMB630 million of proceeds was utilized to supplement
working capital. As at 30 June 2009, the Projects had utilized proceeds of RMB5.29039 billion

in total, and the designated proceed account had a total balance of RMB466.22 million.

(1) Use of proceeds for the Projects. In the first half of 2009, the Company had invested
proceeds of RMB1.05289 billion in the Projects. As at the end of the Reporting Period,
the Company had invested RMB5.29039 billion in total (including replacement of its own
funds of RMB2.01474 billion previously invested in the Projects) in the Projects.

2) As considered and approved at the 12th meeting of the first session of the Board of the
Company, the Company has applied proceeds of RMB630 million which was not in use

to temporarily supplement the working capital on 16 June 2009.
3) Use of balance of proceeds. As at 30 June 2009, the total balance of proceeds of the

Company in the designated proceed account amounted to RMB466.22 million. The balance

will continue to be utilized for the Projects undertaken by the Company.
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2. Use of proceeds raised from A share offering for the
undertaken projects

Unit: RMBO0’000

Total proceeds 654,000 Total proceeds used in the Reporting Period 105,289

Total proceeds used accumulatively 529,039

Profits Whether
With or Planned Whether achieved during the planned

without investment of  Investment s in line the Reporting profit is

Project undertaking change proceeds of proceeds  with plan Period achieved

1 Production and construction project of MUs No 20,000 20,000  Yes 3,305 Yes
with maximum speed of 200 km/h

2 Industrialization project of high-speed MUs No 24,353 24,353 Yes Not applicable Not applicable
with maximum speed of 300 km/h and over

g Industrialization project of high-speed No 23,500 14,082  Yes Not applicable Not applicable
passenger carriages and inter-city MUs

4 Industrialization project of high-powered No 8,000 8,000  Yes 1,070 Yes
AC locomotives (locomotive section)

5 AC electronic locomotive R&D system building No 10,000 10,000  Yes Not applicable Not applicable
and industry upgrade (six-axles) project

6 High-powered electric locomotive No 10,000 10,000  Yes Not applicable Not applicable
production base project

7 Technology renovation project of the domestic No 31,984 30,235  Yes Not applicable Not applicable
production of AC diesel locomotives

8 Industry upgrade project of high-powered No 15,000 5000  Yes Not applicable Not applicable
diesel locomotives

9 Construction project of locomotive No 15,000 15,000  Yes Not applicable Not applicable
production base

10 Auxiliary AC motor technology renovation No 3,938 3938  Yes Not applicable Not applicable
project for GE high-powered AC diesel
locomotives technology transfer and
domestic production

11 Industrialization project of key components No 4,000 4,000 Yes Not applicable Not applicable
for high-speed MUs and
high-powered locomotives

12 Large engine crank production base project No 15,000 15,000  Yes Not applicable  Not applicable
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Profits Whether

With or Planned Whether  achieved during the planned

without investment of  Investment s in line the Reporting profit is

Project undertaking change proceeds of proceeds  with plan Period achieved

13 Capacity upgrade project of heat processing of ~ No 10,000 10,000  Yes Not applicable Not applicable
key components for diesel
locomotives (electronic control)

14 Capacity upgrade project of cold processing of ~ No 10,000 10,000  Yes Not applicable Not applicable
key components for diesel
locomotives (electronic control)

15 Technology renovation project of high-powered No 30,000 30,000  Yes Not applicable Not applicable
AC electric locomotive and MUs traction
motors transformer

16 Capacity expansion project of rapid No 7,785 7,785  Yes Not applicable Not applicable
transit vehicles

17 Resources optimization project of rapid transit No 30,000 30,000  Yes Not applicable Not applicable
vehicles R&D and manufacturing

18 Construction project of stainless steel No 9,883 9,883  Yes Not applicable Not applicable
rail rolling stock

19 Metro cars R&D and industry upgrade project No 20,956 20,956  Yes Not applicable Not applicable

20 Construction project of headquarter of No 153,548 142,937
CSR Yangtze, R&D Centre
and Wuhan production base

20.1 Construction project of head office No 46,996 42,994 Yes Not applicable Not applicable
and R&D Centre

20.2 Construction project of railway wagon production  No 55,134 50,472 Yes Not applicable Not applicable

20.3 Construction project of railway No 53,743 49,471 Yes Not applicable Not applicable
wagon refurbishment

21 Technology renovation project of No 10,000 7,483  Yes Not applicable Not applicable
CSR Yangtze, Zhuzhou base

22 Technology renovation project of No 10,000 5129  Yes Not applicable  Not applicable
CSR Yangtze Rolling Stock Co., Ltd,
Tongling branch

23 Technology reno