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Business Highlights and Financial Highlights
EERERVBRE

The interim profit attributable to the
shareholders increased to a record high of
approximately RMB90.0 million.

Sale of notebook computer batteries
achieved strong growth and brought about
increased income and profit contribution
to the Group, with sales of approximately
RMB67.6 million, up by approximately
245.7% compared to the same period last
year.

The operating results of Chaolitong
Technology Company Limited (“CLTT”)
had been consolidated into the Group’s
operating results from 7 June 2008 (the
“Acquisition Date”).

Market share of own brand mobile phone
rechargeable battery packs in the PRC
rose to approximately 20.6%, up by
approximately 8.6% from the Acquisition
Date.

Annual production capacity as at 30 June
2008 increased by approximately 56.3% to
approximately 75 million units compared to
31 December 2007.
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(RMB’000) (RMB’000)

(AR¥FT) (AR¥For)

¢ Turnover | 600,125 542,802

¢ Net Profit (Loss) = (B8 F8E 90,013 (125,257)
¢ Earnings (Loss) per share  GREF| (E18)

Basic (RMB cents) EX(ARER) 8.82 (12.89)

Diluted (RMB cents) BE(ARES) 8.73 @A

¢ Gross profit margin EXIES 23.9% 26.1%

¢ Net profit (loss) margin Fom ) (B18) R 15.0% (23.1%)

¢ Current ratio (times) BN & (1) 3.1 5.4

¢ Cash position Btk 372,203 497,858
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Management Discussion and Analysis

In the first half of 2008, the global economy
continued to be shadowed by the US sub-
prime mortgage crisis. Together with oil
price achieving consecutive new highs which
also resulted in food price crisis, countries
around the world suffered from inflation, cost
rises and weak consumer confidence. Under
such operation challenges, manufacturers
of a considerable scale may offset cost rises
through the integration of resources, mass
purchases and scale production. As the largest
manufacturer of rechargeable battery packs
for mobile phones in the PRC, SCUD Group
leveraged its market advantages and position
and effectively reduced the pressure from cost
rises, and achieved satisfactory results in the
period.

China continued to be the largest mobile phone
market in the world. According to the statistics
published by the Ministry of Industry and
Information Technology, the number of mobile
phone users reached 601 million in China and
the call duration of mobile phones amounted to
1.42 trillion minutes, representing an increase of
33.4% when compared with the corresponding
period last year. Meanwhile, pursuant to the
“Completion of Major Targets in the Electronic
Information Industry from January to June
2008”, the nationwide production of mobile
phones was around 295 million in the first half
of the year, representing an increase of 9.7%
over last year.
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Management Discussion and Analysis

BEENWEDH

According to the “2007-2008 Analysis Report
on Mobile Phone Market in China” published
by Telelnfo Institute, China Academy of
Telecommunications Research of the Ministry of
Industry and Information Technology, due to the
integration and crossover of the mobile phone
industry, electronic information manufacturing
and the internet business, as well as the
constant opening up of the policy environment
and the continuous improvement of living
standard, the mobile phone market in China will
further expand taking on the opportunities in 3G
development in China. Meanwhile, due to the
one-way charging policy and further reduction
of tariff such as roaming fee, and the impact
of 3G business development, the number of
mobile phone users in China will still increase
rapidly. It is expected that the number of mobile
phone users in China will reach 738 million in
2010 and the coverage of mobile phones will
reach 54%.

According to the “2008 Analysis Report on
Consumer Behavior in China’s Mobile Phone
Gaming Market” issued by IDC, 67.2% of the
mobile phone users took gaming as one of the
primary function of the mobile phones, which
was only after calling and short messaging.
54.9% of the users stated that their duration of
mobile phone game playing was from 10 to 30
minutes every play, while 18% of the users play
from 30 to 60 minutes.
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Management Discussion and Analysis

The Beijing Olympic Games also encouraged
the consumers to use mobile phones to
watch the competitions. China Mobile
Communications Corporation stated that as
at 19 August 2008, over 1 million of people
have used their mobile phones to watch the
spectacular Olympics channels through China
Mobile’s network, with program hit rate up to
7 million, and accumulated broadcasting time
reaching over 300,000 hours. Meanwhile, the
number of visiting users of China Mobile’'s
website “Handheld Olympics” for 1 August to
19 August amounted to over 8 million, with
visiting pages of 300 million, daily average
visiting users over 1 million, daily average
pages being browsed over 13 million and 30
million daily at peak time. The multimedia and
multi-function of mobile phones will encourage
consumers to buy a second or even more spare
batteries.

BUSINESS REVIEW

SCUD Group has been consolidating its market
leadership in the rechargeable battery packs
for mobile phones, and closely monitoring
market development trends to enhance its
competitive advantages. Based on its market
leading position, the Group recovered rapidly
from the severe fire occurred in May last year,
with smooth production and continued sales
growth in the first half of 2008. The turnover
of the Group as at 30 June 2008 amounted to
approximately RMB600.1 million, representing
an increase of 10.6% when compared with the
corresponding period last year.
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Management Discussion and Analysis

BEENWEDH

The Group, operating under its own brand
name of “SCUDRERR” (including the brand
name “Chaolitong #7138 " since 7 June 2008),
is primarily engaged in the manufacture and
sale of rechargeable battery packs for mobile
phones in the PRC. As at 30 June 2008,
total turnover of own brand business reached
RMB389.7 million, representing 64.9% of total
turnover and an increase of 3.2% from 2007.
Among which, turnover of own brand mobile
phone battery increased from approximately
RMB288.0 million in the first half of 2007 to
approximately RMB354.5 million in first half
of 2008, a growth of approximately 23.1%,
with sales volume increased by approximately
34.8%, reaching 19.4 million units.

In addition to its own brand, the Group
also sold battery products to mobile phone
manufacturers through OEM, which provided
the Group with stable operation revenue and
an opportunity to enhance technology. As at
30 June 2008, turnover from OEM business
reached RMB190.6 million, representing 31.8%
of total turnover. Major customers included
Lenovo, Huawei, ZTE, UT Starcom, Sandfei,
Hisense and Haier, among others. In the period,
sales volume of mobile phone battery reached
6.3 million units in OEM business.

Sales network and production capacity

The sales network of the Group comprised
mainly of distributors and end sales points. The
wide coverage effectively enhanced the brand
name of SCUD. As at 30 June 2008, the Group
had a total of over 570 first tier distributors, with
more than 49,000 sales points.
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Management Discussion and Analysis

During the period, the Group continued to
improve the sales network of “SCUDMRE
& " mobile phone battery, and conducted
renovation for its sales counters so as to build
a consistent and fresh brand image. As at 30
June 2008, the Group completed the renovation
of an aggregate of 3,141 sales counters and
shops, reaching 52.4% of the target to renovate
6,000 sales counters in three years.

The acquisition of “Chaolitong#8 /71 &”
(“Chaolitong”) brand has been completed
in early June 2008. Upon the integration of
Chaolitong, the production capacity of the
Group has been further enhanced. As at 30
June 2008, the annual production capacity of
the Group reached approximately 75 million
units, increased by approximately 56.3%
compared to 31 December 2007.

In addition, our factory construction project in
Fuzhou SCUD Industrial Park is proceeding as
planned. After completion, our production lines
in Fujian will be consolidated and centralized in
order to enhance productivity and management
efficiency. The new factory will also be in
line with our strategy in notebook computer
battery production as well as providing higher
flexibility for the Group to adjust its product
diversification and to launch new products
according to the market changes in order to
maintain our market leadership.
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Management Discussion and Analysis

BEENWEDH

The integration of Chaolitong: a win-win
strategy with synergy effect

Targeted at different consumption models
in mobile phone battery market in China,
the Group announced in the end of last year
the acquisition of the operating assets of
Chaolitong, the largest competitor of SCUD in
China, and a leading brand in the rural area and
second tier and third tier cities. The acquisition
completed on 7 June 2008, with market
share of SCUD Group increased from around
12.0% to the present 20.6% in China. SCUD
Group is No. 1 by market share, leaving the
rest far behind. The synergy resulted from the
integration has been presented in the following
four areas:

1. Optimization of product mix

The mobile phone market in China has
been maturing, with mobile phones
dominated by a few number of major
international brands. Upon the integration
of Chaolitong, the Group will also adjust its
product mix and refine the past strategy
of SCUD that covered nearly 3,000 mobile
phone battery models. Afterwards, SCUD
will concentrate on mobile phone battery of
dominating brands with high sales volumes
to satisfy the positioning of SCUD at the
high and medium ends of the market and
capture a higher profit margin in sales.
Meanwhile, the medium and low end
mobile phone battery will be produced
and distributed under the Chaolitong
brand. Under such a model, the brand
differentiation of SCUD and Chaolitong will
be more obvious.
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Management Discussion and Analysis

Reduction of inventory and
enhancement of efficiency

The above mentioned differentiation
may also contribute to the potential
of enhancement of profit margin. The
concentration of SCUD on dominating
brands may reduce the inventory pressure
from the past model of “More types, less
production”, thus enhance the cash flow
of the Group. Moreover, with economy
of scale, production lines may produce a
significant volume of batteries of dominant
types, thus enhance production efficiency
and reduce unit costs. For Chaolitong,
it may acquire orders of certain non-
dominant types or medium, low end
batteries from SCUD. Meanwhile, the
majority of repetitive products (mainly
medium, low end products) previously
produced by the two brands will be taken
over by Chaolitong after the integration, so
as to comply with the strategy of “Remove
repetition, enhance differentiation”.

Central procurement to reduce costs
Since the Group announced its acquisition
of Chaolitong, we have been maintaining
frequent communications with each other
in the past six months and increased our
understanding of its daily operations.
Chaolitong has competitive advantages in
mid-and-low end market penetration, sales
strategies and production cost control,
among others, and we are confident that
Chaolitong will achieve its original business
and profit targets.
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Management Discussion and Analysis

BEENWEDH

Expanding market shares in both the
urban and rural areas

Upon the integration, SCUD Group has
successfully entered into the rich urban
market in China, as well as the rural market
with great potential. The brands of “SCUD
RER” and “Chaolitong B 13> will also
have a more distinctive market share and
positioning, and cover various sectors of
the market with a product mix of high,
medium and low end products.

Post integration, the Group significantly
enhanced its negotiating power in
purchasing of production material, and
maintained the price advantages of our
products in an operation environment
of high inflation. We are confident about
the prospects of the strong cooperation
between SCUD and Chaolitong.

The integration of the two major players
will improve the utilization of resources,
reduce inventory pressure and production
costs, enhance operation efficiency, and
penetrate products of the Group into
various sectors of the market so as to
expand our market share.
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Management Discussion and Analysis

Batteries for notebook computers: future
growth driver

The continuous economic development in China
has pushed the demand for various electronic
products in the market, among which, a
significant increase in notebook computers.
With the matured and saturated desktop
computer market, technology advances
has gradually caused the replacement of
desktop computers with notebook computers.
The falling in size and weight of notebook
computers in recent years makes them
convenient to carry, and more welcome in
the market. The proactive promotion and
establishment of wireless broadband by the
government and enterprises also makes
notebook computers useable anytime and
anywhere like mobile phones. Such changes
in application environment and consumption
model stimulate the strong demand from users
for stand-by batteries for notebook computers.

Moreover, the falling in prices of notebook
computers, together with the emerging of small
notebook computers in the market in recent
years, with retail prices as low as US$300,
further enhance the popularity of notebook
computers. Market information company IDC
estimated that many consumers would buy
such small notebook computers as a second
personal computer and the global sales volume
could reach 9 million units in 2012.
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Management Discussion and Analysis

BEENWEDH

Pursuant to the “Completion of Major Targets
in the Electronic Information Industry from
January to June 2008” issued by the Ministry of
Industry and Information Technology in China,
approximately 48 million units of notebook
computers have been produced in the first
half of the year, representing an increase of
33.3% compared with the same period of last
year, a rate much higher than that of desktop
computers (3.0%).

The notebook computer market in China
matured with low end beginner notebook
computers as the market mainstream. Due
to fierce competition, pricing has become the
main competing method. In 2008, notebook
computer of RMB3,999 and RMB2,999
continued to emerge in the market which has
led to a price competition in the low price
notebook computer market. Asus’ Eee PC
has drawn demand in the low price notebook
computer market as its mobility and small
appearance attracted a lot of consumers. Low
price ultra portable notebook computer has
drawn up strong demand in the market.

Based on the foundation of our OEM business,
the Group has enhanced technology and
production capacity of notebook computer
batteries, and will strive to develop own brand
business and further enhance the capacity of
sales networks in the future. During the period,
turnover of OEM notebook computer batteries
and own brand notebook computer batteries
increased significantly to RMB56.0 million and
RMB11.6 million respectively, with total turnover
of notebook computer batteries representing
11.3% of the total turnover of the Group, and
total sales volume of approximately 300,000
units, representing an increase of 202.7%
compared with the same period of last year.
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Management Discussion and Analysis

The Group believes that notebook computer
batteries will be the next fast growing business
and become the second-largest source of
income after mobile phone batteries. We have
planned to adopt the following three strategies:

1.

Integration of upstream production, to
raise entrance barrier

To enhance own R&D capacity and
technology on notebook computer
batteries, the Group will integrate upstream
production chain to add mould production
facility. It will enable the Group to cope
with newly launched notebook computer
models in the shortest time, and launch
related battery products in the market,
so as to build up brand position of and
customer loyalty towards “SCUDMRE
& ” notebook computer batteries. Since
notebook computer batteries have a higher
standard with regard to technology, safety,
craftsmanship and production procedures,
only limited number of manufacturers can
meet such requirements. We will develop
own mould production unit to facilitate
quality control, and maintain a higher profit
margin in an environment of constantly
rising of costs. This strategy may have
a “Fortress effect”, to limit the entrance
of new competitors with a high entrance
barrier, and to lay a solid foundation for
the Group to becoming the leader in own
brand notebook computer batteries.
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Assurance of core material sources

The bare battery cell, a high-tech product,
is the most important raw material for
the production of notebook computer
batteries. With increasing popularity of
electronic products and rapid growth in
demand for notebook computers, global
demand for bare battery cells have been
tight with short supply. Therefore, bare
battery cell, a core component, may
be vital to a manufacturer of notebook
computer batteries. Based on the Group’s
prestigious reputation and its market
position in China, the Group has reached
a long term supply agreement with
Sanyo Corporation of Japan, the largest
lithium battery manufacturer in the world.
Thereupon, Sanyo Corporation will strive
to provide lithium bare battery cells to
the Group for the production of notebook
computer batteries. This will form a solid
foundation for the Group to rapidly enter
into the developing notebook computer
batteries market in China. SCUD is one
of the few companies in the own brand
battery industry capable of cooperating
with major bare battery cell manufacturers
in the world. This has ensured a stable and
quality supply of bare battery cells for the
Group, which is another “fortress strategy”
of the Group besides the own development
of mould.
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Direct sales and distribution to
eliminate intermediaries and achieve
price advantages

On the other hand, the Group will actively
cooperate with renowned IT marts and
wholesale centres in China to establish
special stores operated directly by the
Group to avoid intermediaries, reduce
sales costs and enjoy retail profits. The
phase one plan will concentrate on
establishment of special stores in first tier
cities like Beijing, Shanghai, Fuzhou and
Shenzhen, among others, and closely
monitor market development trends in
second tier cities. We aim at establishing
a solid nationwide special sales stores
network in accordance with market
situation.

In addition to own brand notebook
computer batteries and other rechargeable
products, the Group plans to provide
professional maintenance services for
notebook computer batteries at the stores,
specifically targeting non-dominant types
which the Group have not produced.
As notebook computer batteries have a
more stringent safety standard, the Group
has already established a strict set of
maintenance and inspection standards
to cover inspection procedures and
equipment. Only trained and qualified
technicians of the Group may provide
maintenance services for customers so
as to protect such safety and quality
creditworthiness of SCUD Group.

To further expand sales profits of notebook
computer batteries, the Group will also
develop e-commerce and sell notebook
computer batteries on the internet directly
to consumers so as to enhance profits.
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Outlook and Prospects

The number of users and popularity of mobile
phones will continue to grow in China in the
future. According to the Ministry of Industry
and Information Technology, mobile phone
users will reach 738 million by 2010, with
a popularity of 59.3 units per one hundred
people, representing a huge potential. With the
notebook computer batteries market at its initial
stage of development, this business is expected
to become the fastest growing market in the
rechargeable battery industry in the coming
years.

In accordance with the “Monthly Statistics
Report, June 2008”, nationwide mobile phone
communication volume reached an aggregate
of 1.42 trillion minutes in the first half of 2008,
representing an increase of 33.4% over last
year. The increase in communication volume
has also pushed for demand for rechargeable
batteries.

For the strategies in mobile phone rechargeable
battery market, the Group will continue to
consolidate its market leadership. Starting
second half of 2008, the SCUD brand name
will focus on the high sales volume models of
major mobile phone brand names, rationalize its
products and further enhance the high quality
image of SCUD in order to achieve higher
profitability. Chaolitong brand will continue its
efficient mid-and-low end market strategies and
deepen its market penetration in rural areas.

For business in notebook computer rechargeable
batteries, the Group will further invest to
increase production and sales in 2008 and
hereafter. The Group will establish an image of
quality products and quality services so as to
become a cooperation partner of consumers
and notebook computer dealers, and endeavor
to become the No. 1 brand in notebook
computer batteries in China.
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FINANCIAL REVIEW

During the period under review, the PRC
mobile phone market kept expanding, which
directly boosted the demand for mobile phone
rechargeable batteries. Achieving strong
organic growth and acquiring the operating
assets of its major competitor Chaolitong,
SCUD has successfully maintained its leading
position in the manufacture and sale of
rechargeable battery packs for mobile phones
in the PRC under its own brand name of
“SCUDRERE”. The Group’s rechargeable
battery business continued to perform well,
while the notebook computer battery business
grew rapidly. The Group is optimistic about
the growth of the notebook computer battery
segment and it will become the Group’s
second major revenue contributor. The
Group’s turnover reached approximately
RMB600.1 million, representing an increase
of approximately 10.6% when compared
with the corresponding period in 2007. The
gross profit for the first half of 2008 was
approximately RMB143.3 million, representing
an increase of approximately 1.2% against
the six months period ended 30 June 2007.
The profit attributable to the equity holders
recorded an impressive growth and increased
to a record high of approximately RMB87.5
million, compared with the loss attributable to
the equity holders of approximately RMB125.3
million recorded in the corresponding period
in 2007. Earnings per share for the period was
approximately RMB8.82 cents (2007: loss of
RMB12.89 cents per share).
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The operating results of CLTT had been
consolidated into the Group’s operating results
after 7 June 2008 (the “Acquisition Date”) and
the less than one month contribution from CLTT
for the six months period was insignificant.
The acquisition has brought synergies to the
Group in terms of shared procurement at lower
cost, more efficient application of resources
and achieving a much larger scale in a shorter
timeframe. The Group expects the scale
benefits and the synergies to the business will
be realised with the integration process.

For the first half of 2008, approximately 60.2%
(2007: 69.6%) of the Group’s products were
sold in the PRC market under the “SCUD 7R
" brand and approximately 4.7% (2007: N/
A) of the Group’s products were sold under
the “Chaolitong #8 /738~ brand. The percentage
of the Group’s OEM business accounted for
approximately 31.8% and 30.4% of the Group’s
turnover in 2008 and 2007 respectively. The
turnover for own brand business and OEM
business increased approximately 3.2%
and 15.3% respectively and approximately
RMB480.3 million of the turnover were
generated from the sales of rechargeable
mobile phone batteries. The sale of notebook
computer batteries achieved strong growth
and brought about increased income and
profit contribution to the Group, with sales of
approximately RMBG67.6 million, representing
an increase of approximately 245.7%. The
acceleration of the development pace of
notebook computers in the PRC, provided
sound business opportunities for the Group’s IT
sector operations.
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During the period under review, the Group’s
cost of sales amounted to approximately
RMB456.9 million, increased by approximately
13.9% compared with the corresponding
period in 2007. Direct materials, direct labour
and other production costs accounted for
approximately 89.8% (2007: 89.5%), 3.7%
(2007: 3.6%) and 6.4% (2007: 6.9%) of the cost
of sales.

Overall gross profit margin decreased slightly
from approximately 26.1% for the first half of
2007 to approximately 23.9% for the first half
of 2008. For the Group’s own brand business,
the gross profit margin for the period under
review was approximately 25.5%, down by
3.1 percentage points from approximately
28.6% for the corresponding period last
year. For the OEM business, the gross profit
margin was approximately 22.9%, increased
by approximately 2.6% against the six months
period ended 30 June 2007. Decrease in gross
profit margin was mainly due to the increasing
prices of raw materials for Li-ion battery cells
and other packaging materials throughout the
period under review. Moreover, since CLTT
focuses on the development and production
of low end series rechargeable products with
slightly lower margin, hence, the Group’s gross
profit margin was slightly reduced after the
integration. However, the acquisition of CLTT
will enhance the variety of products to cover
new mobile phone models and our integration
not only can help to further strengthen the
revenue base and stabilize market prices of
rechargeable battery packs, but can also
remove overlapping of resources which in turn
improves the overall profitability of the Group.
For the period under review, the net result
of the Group turned from a loss to a profit
and achieved a record high of approximately
RMB90.0 million while the Group’s net profit
margin was maintained at a high level of
approximately 15.0% (2007: net loss 23.1%).
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During the period under review, the Group
recorded administrative expenses of
approximately RMB36.1 million (2007:
RMB36.6 million) which accounted for
approximately 6.0% (2007: 6.7%) of
the turnover for the six months in 2008.
Administrative expenses comprising research
and development expenses of approximately
RMB7.9 million (2007: RMB8.6 million) which
accounted for approximately 1.3% (2007:
1.6%) of the turnover. Distribution costs of
approximately RMB16.2 million (2007: RMB17.7
million) accounted for approximately 2.7%
(2007: 3.3%) of the turnover which mainly
comprised approximately RMB5.8 million
(2007: RMB8.5 million) for advertising and
promotion expenses. In addition, in order to
enhance the brand image, the management
team demonstrated their execution capability in
carrying out enhancement to the Group’s sales
network and renovation of over 2,000 display
counters in 2007. Up to 30 June 2008, an
accumulated amount of approximately RMB31.7
million had been invested on the renovation and
the total number of renovated display counters
increased by 1,120 from 2,021 by the end
of 2007 to 3,141. Hence, distribution costs
included approximately RMB3.9 million being
the amortization of such renovation spending.

Other revenue of approximately RMB6.7 million
comprising approximately RMB3.7 million
(2007: Nil) being investment tax refund received
during the current period and approximately
RMB2.6 million (2007: RMB5.8 million) being
bank interest income.
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Liquidity and Financial Resources

The overall financial strength of the Group
remains strong with healthy operating cash
flow and low debt level. The Group generated
a net cash inflow from operating activities
of approximately RMB65.7 million for the
six months ended 30 June 2008, compared
with approximately RMB61.3 million for the
corresponding period in 2007. The Group’s
cash and bank balances and pledged bank
deposits as at 30 June 2008 amounted
to approximately RMB372.2 million (as at
31 December 2007: RMB497.9 million)
including restricted short term bank deposits
of approximately RMB36.1 million (as at
31 December 2007: RMB29.4 million). The
Group’s bank borrowings outstanding as at
30 June 2008 amounted to RMB16.5 million
(as at 31 December 2007: RMB14.4 million)
were all carried at fixed interest rate and there
was no particular seasonality of the Group’s
borrowings. The Group’s borrowings will mature
within 1 to 3 years. The net gearing, expressed
as a percentage of total interest bearing loans
and other borrowings to equity attributable to
equity holders was approximately 1.6% as at 30
June 2008 (as at 31 December 2007: 1.5%).

As at 30 June 2008, the Group’s current
ratio was approximately 3.1 times (as at 31
December 2007: 5.4 times) based on current
assets of approximately RMB948.6 million (as
at 31 December 2007: RMB967.8 million) and
current liabilities of approximately RMB306.6
million (as at 31 December 2007: RMB179.8
million).
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Net Current Assets and Net Assets

The Group’s net current assets as at 30 June
2008 was approximately RMB642.0 million,
representing a decrease of approximately
18.5% from the balance of approximately
RMB788.0 million recorded as at 31 December
2007. Net assets rose to approximately
RMB1,054.4 million, representing an increase
of approximately RMB81.1 million or 8.3% over
the balance as at 31 December 2007.

Exposure to fluctuation in exchange rates
For the six months ended 30 June 2008, the
Group conducted its business transactions
principally in Renminbi. The Group has
not experienced any material difficulties or
negative impacts on its operations as a result
of fluctuations in currency exchange rates.
Although the Group has certain bank balances
and short-term bank loans denominated
in USD, JPY and HKD, their proportion to
the Group’s total assets is insignificant.
The management consider that no hedging
of exchange risk is required. As such, the
Company did not have any financial instruments
for hedging purposes as at 30 June 2008.
Nevertheless, the management will continue
to monitor the foreign exchange exposure and
will take prudent measures as and when it is
appropriate.
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Significant investments and acquisitions

On 12 December 2007, the Company entered
into the Agreement with Mr. Ma Yuk Sang
(the “Vendor”) pursuant to which the Vendor
agreed to procure the sale of the sale interest
(being 100% equity interest in CLTT, the “Sale
Interest”) to the purchaser and the sale of
the production equipment, inventories and
intellectual property rights (“Sale Assets”)
of Chaolitong Electronics Company Limited
(“CLTE”) to CLTT. The purchaser is ultimately
owned as to 70% by the Company and 30% by
the Vendor.

The total consideration for the acquisition
of Sale Interest and Sale Assets is up to
RMB245.0 million. During the period under
review, approximately RMB37.2 million and
approximately RMB36.3 million have been paid
for the purchase of the Sale Interest and the
Sale Assets respectively and consideration
of RMB91.0 million have been paid to the
Vendor in cash. On 7 June 2008, the date on
which all the conditions to the Agreement have
been fulfilled and the acquisition of the Sale
Interest and Sale Assets have been completed
(“Completion Date”), the Company paid the
final instalment of RMB91.0 million to the
Vendor as part of the consideration pursuant
to the Agreement. The remaining balance of
up to approximately RMB116.8 million shall be
satisfied by the issue of at least 30 million and
no more than 60 million consideration shares at
HK$2.05 per share (the “Consideration Shares”)
if the net profit after taxation targets are met
or exceeded for the financial years ending 31
December 2008, 2009 and 2010. It is expected
that 30 million Consideration Shares will be
issued to the Vendor three months after the
Completion Date.
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EEENWED

As from the Completion Date, related senior
management and employees who have
previously been responsible for managing the
manufacture and sale of rechargeable battery
packs for mobile phones under the “Chaolitong
B /138 ” brand in the PRC joined CLTT.

Save as disclosed above, the Group made
no significant investment nor had it made any
material acquisition or disposal of subsidiaries
during the period under review. However, the
Group is also actively exploring opportunities
including potential business alliances,
acquisition of businesses, technology platforms
or projects adjacent to existing value chain.

Capital Structure

During the period under review, there had been
no change in the share capital of the Company.
As part of the consideration pursuant to the
Agreement for the acquisition of the operating
assets of CLTT, it is expected that 30 million
Consideration Shares will be issued to the
Vendor on 7 September 2008.

Commitments

During the period under review, the Group was
committed to the expansion of the Group’s
existing production facilities to enhance its
production capacity. The Group’s capital
commitments outstanding as at 30 June 2008
amounting to approximately RMB176.0 million
(as at 31 December 2007: RMB139.7 million)
was mainly associated with the expansion of
existing capacity and the construction of the
new production plant in Fuzhou. As at 30 June
2008, the Group has not provided any form of
guarantee for any company outside the Group
and has not been involved in any material legal
proceedings for which provision for contingent
liabilities was required.

HERKBHE  fAEaEERA
B LA Chaolitong 8 1138 | i £ B
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Pledge of assets

As at 30 June 2008, the Group has pledged
fixed assets of approximately RMB2.8 million
and bank deposits of approximately RMB36.1
million to secure the bank credit facilities
granted to a subsidiary of the Group (as at
31 December 2007: plant and machinery of
RMB3.0 million and bank deposits of RMB29.4
million).

Use of Proceeds

The Company raised aggregate proceeds
of approximately HK$604.0 million as a
result of the initial public offering (“IPO”) and
net proceeds of approximately HK$568.3
million was received after the deduction of
relevant IPO fees and commission incurred.
As at 30 June 2008, the Group has utilized
approximately RMB94.5 million (equivalent
to approximately HK$107.5 million) on the
expansion of production capacity and plant
construction, approximately RMB47.7 million
(equivalent to approximately HK$54.3 million)
on brand promotion and improvement of the
Group’s distribution network, approximately
RMB128.2 million (equivalent to approximately
HK$145.6 million) on acquisition of Chaolitong,
approximately RMB55.0 million (equivalent to
approximately HK$62.6 million) on repayment
of bank borrowings. Remaining net proceeds
of approximately RMB174.4 million (equivalent
to approximately HK$198.3 million) were mainly
used as daily working capital and held as
deposits with commercial banks in China.

BB WED
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Employee, Remuneration Policies and
Share Option Scheme

As at 30 June 2008, the total number of
employees of the Group was approximately
3,420 after the integration of CLTT (as at 31
December 2007: 2,380). The Group ensures
all levels of employees are paid competitively
within the standard in the market and
employees are rewarded on a performance-
related basis within the framework of the
Group’s salary, incentives and bonus scheme.
Other benefits include state-managed
retirement benefits scheme operated by the
PRC government, mandatory provident funds
in Hong Kong and year-end bonuses based on
Group and individual performance.

On 30 June 2008, the number of shares in
respect of which options had been granted and
remained outstanding under the Company’s
share option scheme was 23,520,000 (as at
31 December 2007: 23,830,000), representing
approximately 2.4% (as at 31 December 2007:
2.4%) of the shares of the Company in issue
at that time. The number of shares issued
and to be issued in respect of which options
granted and may be granted to a substantial
shareholder or an independent non-executive
director or any of their respective associates
representing in aggregate over 0.1% of the
Company’s share capital on the date of such
grant or with an aggregate value in excess of
HK$5.0 million must be approved in advance
by resolution of the Company’s shareholders
(voting by way of poll). A consideration of
HK$1.0 is payable on the grant of an option.

BE - HFNBER R B R &
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Independent Auditors’ Review Report

TO THE BOARD OF DIRECTORS OF SCUD
GROUP LIMITED

(Incorporated in the Cayman Islands with limited
liability)

INTRODUCTION

We have reviewed the interim financial
information set out on pages 31 to 54 which
comprise the condensed consolidated balance
sheet of SCUD Group Limited (the “Company”)
and its subsidiaries (collectively referred to
as the “Group”) as of 30 June 2008 and the
related condensed consolidated statements of
income, changes in equity and cash flows for
the six-month period then ended, and other
explanatory notes. The Main Board Listing
Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong Limited
require the preparation of a report on interim
financial information to be in compliance
with the relevant provisions thereof and
International Accounting Standard 34 “Interim
Financial Reporting”. The directors of the
Company are responsible for the preparation
and presentation of this interim financial
information in accordance with International
Accounting Standard 34. Our responsibility
is to express a conclusion on this interim
financial information based on our review and
to report our conclusion solely to you, as a
body, in accordance with our agreed terms of
engagement, and for no other purpose. We do
not assume responsibility towards or accept
liability to any other person for the contents of
this report.

BB MERRE

MOORE STEPHENS

CERTIFIED PUBLIC ACCOUNTANTS

905 Silvercord, Tower 2 ‘E"
30 Canton Road VY

Tsimshatsui

Kowloon Bﬁ

Hong Kong %

Tel : (852) 2375 3180 ffr
Fax : (852) 2375 3828

E-mail : ms@ms.com.hk wat
Website : www.ms.com.hk Jr b
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(REAESHEAMA T2 HRAE])

5l

(1

AZHAMEREINHENREITEE
FEAEREREBRERAA(TER
ADERERBAR(ABIEEE])
RIS Akt o AR EREA S A R
BER-ZEZNFA=ZTHHE
AaGRAEERBEREHEZHELEN
EAEEMAERAERES KRR
BEEHRANRERERALEM
Mme  REESHARIME
RARERITH EMBRA - A
BIMBERE EMRAIFNEBRE
MBI &R 34 57 Fp HABA T 3R
SRR TERAPBETEER . &
AREBEBEREBEEBR SR
FOAFEHEE LY AP Y B E
B ZFNETRBERMOER
HATRHEBERIEL &R Wi
BEMESTHEOBEGK £
MEEEEGHRE - BN &
MrREEFA]BEEMAR - &
P RAREEZHAS - HEM
HEtALTBESRAELEZET -



30

SCUD Group Limited Interim Report 2008

Independent Auditors’ Review Report

BB ERRE

SCOPE OF REVIEW

We conducted our review in accordance
with the 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 interim financial information consists
of making inquires, 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 information is not prepared,
in all material respects, in accordance with
International Accounting Standard 34.

Moore Stephens

Certified Public Accountants
Hong Kong

3 September 2008
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Condensed Consolidated Income Statement
ELERL S

For the six months ended 30 June 2008
BEZ_TZN\FRA=THILEAREA

Six months ended 30 June
BEANA=THLAKER

2008 2007
—EENE ZETEF
Note RMB’000 RMB’000
k3 AEB¥FT AREFT
(Unaudited) (Unaudited)
(REER) (RIEER)
Turnover L 600,125 542,802
Cost of sales $HE AR (456,852) (401,226)
Gross profit EF 143,273 141,576
Other revenue H bl 6,657 9,821
Selling and distribution HERDHEAX
expenses (16,220) (17,652)
Administrative expenses 1T RISz (36,100) (36,567)
Other operating expenses H & &% (3,004) (8,439)
Profit from operations £ T 5 94,606 88,739
Losses from fire NAHB K - (220,222)
Finance costs RLE KA (476) (2,156)
Profit (Loss) before BRI R (B18)
taxation 94,130 (133,639)
Taxation Bi1E 6 (4,117) 8,382
Profit (Loss) for the period B F) (E518) 90,013 (125,257)
Attributable to: THIA LR -
Equity holders of the KRTERFFEA
Company 87,541 (125,257)
Minority interests DERR RS 2,472 -
90,013 (125,257)
Dividends s 7 - 19,332
Earnings (Loss) per share K& F (EE)
- basic (RMB cents) —HAR(AR%ES) 8 8.82 (12.89)
— diluted (RMB cents) —#E(ARED) 8.73 -
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For the six months ended 30 June 2008

HE-ZT N\FARA=THLREAR

30.6.2008 31.12.2007
—EENF —ETLF
AA=+H +TZA=+—H
Note RMB’000 RMB’000
Hiat AR¥FT AREFr
(Unaudited) (Audited)
(REER) (4 2&z)
Non-current assets ERBEE
Property, plant and mE - BB
equipment B 9 229,880 168,195
Prepaid lease payments -  JEFE FIE —
non-current portion FERBIBH 12,114 12,243
Intangible assets BEEE 10 168,760 3,109
Deferred tax assets RIERIBEE 1,675 1,675
412,429 185,222
Current assets MEEE
Due from a related party B ERE
ATFIE 1,362 1,126
Inventories FE 214,475 149,114
Trade and notes FEWE 55 IE K&
receivables e E 11 288,224 191,499
Prepaid lease payments -  JETE FIE —
current portion mB)E S 258 258
Prepayments, deposits FERRIE - Bek
and other receivables Hith U IR 70,911 125,590
Current tax recoverable Al el BN ERR 1B 1,162 2,403
Pledged bank deposits BHEMIEITER 36,139 29,375
Bank balances and cash RITHEHRERS 336,064 468,483
948,595 967,848
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Condensed Consolidated Balance Sheet
HRSEEEAEBR

For the six months ended 30 June 2008
BEZ_TZN\FRA=THILEAREA

30.6.2008 31.12.2007
—EENE —TTLF
ANA=+A +=ZA=+—H
Note RMB’000 RMB’000
23 AR¥TT AR Fr
(Unaudited) (Audited)
(REER) (&%)
Current liabilities TEVAE
Due to a related party R BB
ATFHIB 281 -
Due to shareholders JERTRR R 8 12 10,550 -
Trade and notes payables  EFNEZHIER 13 190,584 133,408
AR
Provision for warranty ERREEHRS 3,546 2,225
Other payables, receipt HMERRIE -
in advance and TAWFRIE K&
accrued charges [EFTEA 85,853 30,735
Bank loans — current RITER—
portion mEE S 15,803 13,444
306,617 179,812
Net current assets MEEEFE 641,978 788,036
Total assets less current BEERTEAE
liabilities 1,054,407 973,258
Capital and reserves B EE
Share capital [N 14 99,503 99,503
Reserves e 941,232 872,786
Equity attributable to equity AR BIEZREE A
holders of the Company i 1,040,735 972,289
Minority interests DY R ER 12,932 7
Non-current liabilities FRBEE
Bank loans — non-current RITER—
portion FEREHH 740 962
Total equity and non-current &£z K IEREEE
liabilities 1,054,407 973,258
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BAGEREEZ B R

For the six months ended 30 June 2008
BE_TZTN\FRA=THILEAREA

Attributable
to equity
Statutory  Enterprise Convertible Share  Accu-  holders
Share Share  Capital  reserve expansion Translation bonds  option  mulated ofthe  Minority
capital  premium  reserve fund fd  reserve  reserve  reseve  profits  Company interests Total
F0TRE
HE i 3 U8R BEE BEABE  HEER
BA  BfEE  EAEE  MRE  3BEE  ENER  RuaR fiE T i i it
RMB000  AMBOOO  RMB000 RMB'OOO RMBOGO  RMB'0O0  RMB'O00  RMBOCO  RMB'0O0  RMB'O0  AMB'OO0  AMB'000
NFEFT N\RETT AREFT AFETT AREFT AREFT ARETT AREFT ARETT AREFT ARETT AREFT
At 1 January 2007 H=F3tE-A-B 85404 406809 132880 43219 2162 - 1018 175 133433 835723 - 8%
Loss forthe perog i - - - - - - - - (125257) (12525) - (12528)
Totel recognised expensefor BT
the period 58 - - - - - - - - (125057 [126.067) - [1627)
Issug of shares by over-alotment. EEERBERZOHN 3885 745% - - - - - - - T80 - T8
Expenses incured in comecton SARAMELHER
with the issue of shares - 8% - - - - - - - 8% - 8%
Conversion of convertible bonds AR 5 924 79800 - - - - (11019 - - 78008 - T8008
Recogniion of equity-setfed ~ BSRERE 2R
share based payments #FE - - - - - - -3 -3 -
At 30 June 2007 RZFRtERAZTR 99503 65407 132889 43279 21609 - - 3,266 8176 867,149 - 849
Exchange diferences arsng on - B2
translton o forégn il B
subsidarie dircty recogrised  EEHEREE
inequiy - - - - - (19140 - - - (19140 - (19140
Prot fr he period B - - - - - - - - 070 1407m0 4 1o
Tl recogrised (expense)  EAED ()
income for the period WAGE - - - - - (914 - VN (RIT ) 4
Dividends paid EfiRE - e - - - - - - - (1921 - (em)
Caplalisationissue of D~ REETFHELNES
Electronics - - 5336 - - - - - (83306) - - -
Appropriations AR - - - 6724 3382 - - - (10086) - - -
Recogniion of equity-setfed ~ Bs2RERE 2N
share-bsed payments RHHE - - - - - - - - -
Minorty nterestarsng from - BRAEE
acquition of a subsidiary hoshERE - - - - - - - - - - 3 3
At 1 January 2008 HoERNE-A-8 99503 53919 186215 50003 24991 (19,140) - 5087 8503 972289 7 012.2%
Exchange difecences arsing on - £
tranglaion of foréign &
subsidares directly recognised  EEHES
inequiy - - - - - 2,906) - - - (2.908) - 2,906)
Profit for the period BRii - - - - - - - - e 87,541 2412 90013
Total recogrised income BrEaALE
for the period - - - - - (2,908) - - 8463 2412 g0
Dividends paid - - - - - - - R (AT ALK -
Dividends payable EfBRE - - - - - - - - (10500 (10550) - (10550
Recogniion of equity-setfed ~ BSRERE 2R
share-bsed payments RHHE - - - - - - - - - 14
Minorty nterestarsng from - BRAEE
acquition of a subsidiary hoahEE - - - - - - - - - - 1048 10458
At 30 June 2008 RZENFA=1R 99503 53919 186215 50003 24991 (22,046 - 7461 165412 1,040,735 1293 1,053,667
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ﬁ;ﬁﬂﬂ% iﬁﬁl)lbi%‘%

For the six months ended 30 June 2008
HE-_ZTTN\FRA=+BHIEAREAR

Six months ended 30 June
BEANA=1+THLAER

2008 2007
—EEN\F ZTTLF
RMB’000 RMB’000
AR T AREFT
(Unaudited) (Unaudited)
(REEEX) (REEEZ)
Net cash from RELEEEH
operating activities R F5E 65,601 61,286
Net cash used in AREEEEN
investing activities: e FE
Purchase of property, HEBEVE  BEX
plant and equipment B (69,142) (109,557)
Decrease (increase) in BRAIRITER
pledged bank deposits B () (6,764) 39,193
Acquisition of a subsidiary 48— E A &) (127,607) -
Purchase of investments BABEREE
held-to-maturity wE - (98,500)
Purchase of prepaid BATENBEERE
lease payments - (376)
Capital contribution from A DR R RS
minority interest BEARER 11,169 -
Other investing activities HEMigEEs 2,643 4,971
(189,701) (164,269)
Net cash used in AREEEEH
financing activities: REFHE
Proceeds from issue of shares 175 AT 15 7B - 78,480
Repayment of bank loans ~ EZRITER (13,222) (76,140)
Dividends paid B A (7,113) -
Bank loans raised BESRTER 15,359 -
Other financing activities HEMph &5 273 (4,545)
(4,703) (2,2085)
Net decrease in cash ReRBFEEEERERB
and cash equivalents BAFEE (128,803) (105,188)
Cash and cash equivalents Hj¥I3R & KIBEEE
at beginning of the period 18 H 468,483 486,937
Effect of foreign exchange  [EREEH T2
rate changes (3,616) (402)
Cash and cash equivalents HiRIB& KIBEEH
at end of the period, HE - Eﬂfim\ ﬁf%&
representing bank Re
balances and cash 336,064 381,347
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GEEES R LR

GENERAL INFORMATION

The Company is a public limited company
incorporated in the Cayman lIslands on 20
July 2006 as an exempted company and
its shares were listed on the Mainboard of
The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) on 21 December
2006. The Group is principally engaged in
the manufacture and sale of rechargeable
battery packs and related accessories for
mobile phones, notebook computers, digital
cameras and other electronic appliances.

BASIS OF PREPARATION

The condensed consolidated financial
statements for the six months ended 30
June 2008 (the “Financial Statements”)
have been prepared in accordance with
the applicable disclosure requirements of
Appendix 16 to the Rules Governing the
Listing of Securities on the Stock Exchange
and with International Accounting Standard
34 “Interim Financial Reporting” issued by
International Accounting Standards Board.

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

The accounting policies adopted in the
preparation of the interim condensed
consolidated financial statements are
consistent with those followed in the
preparation of the Group’s annual
consolidated financial statements for
the year ended 31 December 2007,
except for the adoption of the following
interpretations:
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F LRI 16 2 B MK EE
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iz BIRR & 5t AR RI 55 34 5% [ A A7
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ELESS LR

PRINCIPAL ACCOUNTING POLICIES

(Continued)

IFRIC 11 IFRS 2 — Group and Treasury
Share Transactions

IFRIC 12  Service Concession Arrangements

IFRIC 14 IAS 19 — The Limit on a Defined
Benefit Asset, Minimum
Funding Requirements
and Their Interaction

The adoption of the above interpretations has
had no material impact on the accounting
policies of the Group and the methods of
computation in the Group’s financial statements
in the current period or prior periods.

The Group has not early adopted the
following new standards and interpretations
that have been issued to date but are not
yet effective. The Directors of the Company
anticipate that the application of these
standards or interpretations will have no
material impact on the results or financial
position of the Group.

IAS 1 (Revised) Presentation of Financial Statements 3

IAS 23 (Revised) Borrowing Costs ®

IAS 27 (Revised) Consolidated and Separate Financial
Statements *
IFRS 2 (Amendment) Share-based Payment-Vesting Conditions
and Gancellations *

IFRS 3 (Revised) Business Combinations *

IFRS 8 Operating Segments *

IFRIC 13 Customer Loyalty Programmes '

IFRIC 15 Agreements for the Construction of Real
Estate ®

IFRIC 16 Hedges of a Net Investment in a Foreign

Operation ?
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PRINCIPAL ACCOUNTING POLICIES 3. TEETHE(E)
(Contmued)
Effective for annual periods beginning on T RZEBEENEFELA—HE
or after 1 July 2008 Z%Fﬁﬁ H) 5 [Z BRfE A 2
2 Effective for annual periods beginning on 2 RZEENF+A—HBH=
or after 1 October 2008 Z{s%l%ﬁﬁAE’]fF BARE A R
3 Effective for annual periods beginning on 8 TTENF—A—HK
or after 1 January 2009 Z&Eﬁﬁ‘*ﬂ’]ifﬁﬁ?ﬁﬁixﬁl
4 Effective for annual periods beginning on ¢ RZEZAFELA—BE
or after 1 July 2009 Z&Fﬁﬁ H) 5 [Z BRfE A 2
BUSINESS AND GEOGRAPHICAL 4. XBRUEDE
SEGMENTS
BUSINESS SEGMENTS ES 58]
The Group’s business comprises two REBWOEB D BME - D7
segments, namely, own-brand business and REEMBREBRRBREER
original equipment manufacturer (“OEM”) T([OEMI) %55 - RARIES
business. The Directors of the Company REBZEPEATAEBRNER
regard these segments as the primary Rz EERIR -
source of the Group’s risks and returns.
Segment turnover and results about these ERAREEBN D EEERR
businesses is presented as follows: HEEZHMT
For the six months ended 30 June 2008 HE-_ZTTN\FA=1+HIE
~EA
Own-brand OEM
business business
BEmE OEM Others Total
4 ES Hit st
RMB’000 RMB’000 RMB’000 RMB’000
AREFT NRETT ARETT AREFT
Turnover S| 389,672 190,557 19,896 600,125
Segment results DEEE 79,248 30,355 126 109,729
Unallocated income &2 B WA 6,657
Unallocated expenses 7 7 fic B (21,780)
Finance costs BB A (476)
Profit before taxation ¥ #t % 7 94,130
Taxation I8 (4,117)
Profit for the period ~ HAR% 7 90,013
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4. BUSINESS AND GEOGRAPHICAL 4. EBRWESE(E)
SEGMENTS (Continued)
BUSINESS SEGMENTS (Continued) (¥RIE(E)
For the six months ended 30 June 2007 BTt FA=+H8L
7~E A
Own-brand OEM
business  business
BB miE OEM Total

e e mst
RMB’000 RMB’000 RMB’000

ARBFr AREFr ARETFIT
Turnover EEE 377,521 165,281 542,802
Segment results DEEE 87,147 20,517 107,664
Unallocated income K5 Bt A 9,821
Unallocated expenses &%t f 2 (28,746)
Losses from fire NEHRR (220,222)
Finance costs A& AR (2,156)
Loss before taxation  BRFi RIS 1E (133,639)
Taxation AL 8,382
Loss for the period ~ HAAEE (125,257)
GEOGRAPHICAL SEGMENTS HEDE
Analysis of the Group’s turnover and MR ARNEE 7 AEENEER
results by geographical market have QW% K BHRFEARLME ([ F
not been presented as over 90% of the B |) - # AN &= B 2 53R i
Group’s turnover and results are generated EHMEE D v EEBREED
from the People’s Republic of China (the Mo

“PRC”).
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5. PROFIT FROM OPERATIONS 5.

BERR

Six months ended 30 June
BZEANB=1+HLEAHERA

2008 2007
—EENF —TTLHF
RMB’000 RMB’000

AREFT ARETFT

Profit (loss) from operations
is arrived at after charging
(crediting):

Operating lease rentals

A (B1E)
e (T A)
NIIBIE

Depreciation and amortisation #1% - & &

of property, plant

and equipment
Research and

development costs

RIBITE R
VGBS

Exchange loss included under &t AEAbAR RS

other operating expenses
Interest income

Z B8
FBHA

3,582 4,222

15,381 9,227
7,948 8,551
1,520 6,974
(2,643) (5,804)

6. TAXATION

BiIR

Six months ended 30 June

BEAA=tTHLEAER

2008 2007
—gENF “TELE
RMB’000 RMB’000

ARKEFT AEHTT

Current tax — PRC Enterprise
Income Tax
Tax for the period

Deferred tax
Origination of temporary
differences in respect of
deferred tax assets

ENEARIE — B b 5
PRt
HRBE

LT IR
BRETHABE
BRIt
ZEE

4,117 428

= (8,810)

4,117 (8,382)
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TAXATION (Continued)

No provision for taxation has been made
by the Company as it is not subject to
tax in the Cayman lIslands or elsewhere in
other jurisdictions.

The provision for PRC Enterprise Income
Tax is based on the estimated taxable
income for PRC taxation purposes at the
rate of taxation applicable for the period.

No provision for Hong Kong Profits Tax
has been made as the Group’s profits
were neither arisen in nor derived from
Hong Kong during both periods, and all
subsidiaries incorporated in Hong Kong
incurred tax losses during the period.

DIVIDENDS

The board considered not to recommend
the interim dividend to preserve the cash
for working capital requirement of the
business. For the six months period ended
30 June 2007, dividends of approximately
RMB19,332,000 were declared and paid to
the shareholders.

Notes to the Condensed Consolidated Financial Statements
ELESS LR

BiIR ()

MR ARRHAZGNFEESRS
KEAM EAREATHIA - A
NEAEAE LTI -

TECEMEHRBEBIDRER
BRURERR R R ER
BB MM E 2 M ERBUA
MtEH ©

H 7 7 R BR HA ) O S S [ A9 0t
MEEGEREFRBES - MIERAT
BB MARA N BB L
ZHMBRRARBARSHEAR
1B B EL BB NSHRAIE
e

3=\
EZgER TS RFHRE
INREBREMFZRSEN
EEEHFE - BE_ZTT
tFRNA=THIEANEARH
Bl ARAERBBHARKE
19,332,000t 2 I8 & - WE [
PRERRAT <
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8. EARNINGS (LOSS) PER SHARE 8.
The calculations of basic and diluted
earnings (loss) per share attributable to the
equity holders of the Company is based on

the following data:

iRE

BRER (EE)
RARESEHE ABEERE
AREHERAN (EBE) RFEAT

Six months ended 30 June
BZEAA=1HIEAEA

2008 2007
—EZ)N\F ZTTEF
RMB’000 RMB’000
ARETT AREFT
Eamings (loss) for the purpose sFEBAEARF
of basic earnings (10ss) (JE518) B Z R (&518)
per share (Profit (Loss) for (RARERFEA
the period attributable to JEAG B AR F
the equity holders of the (B8))
Company) 87,541 (125,257)
Weighted average number STEERERRET
of ordinary shares (BB HEA
for the purpose of basic R i3580
earnings (loss) per share 992,001,246 971,481,654
Effect of dilutive potential BB EIE
ordinary shares BT E
- share option — R 7,149,000
- consideration shares to -t E M
be issued for the acquisition WBARET
of a subsidiary BT RERD 3,934,426
Weighted average number STEEgkEE
of ordinary shares BME L3
for the purpose of diluted R 0192

earnings per share

1,003,084,672
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10.

MOVEMENTS IN PROPERTY, PLANT
AND EQUIPMENT

During the period, the Group mainly
acquired plant and machinery at a
cost of approximately RMB13,973,000
(2007: RMB45,545,000), electronic
equipment, furniture and fixtures at a
cost of approximately RMB6,417,000
(2007: RMB15,624,000), motor vehicles
at a cost of approximately RMB439,000
(2007: RMB2,586,000), moulds at a cost
of approximately RMB4,755,000 (2007:
RMB2,382,000), leasehold improvements
at a cost of approximately RMB27,744,000
(2007: RMB395,000) and addition to
construction in progress of approximately
RMB23,745,000 (2007: RMB54,977,000).

INTANGIBLE ASSETS

Intangible assets mainly comprise goodwill
and other intangible assets arising from
the acquisition of subsidiary (see note 15
below for details).

Goodwill arising from the acquisition
amounted to approximately RMB22,849,000
which is attributable to its anticipated
revenue growth, profitability, future market
development and the anticipated future
operating synergies from the combination.

9.

10.

HA AEBEZEHAR
#13,973,000t( = T T +
£ NR®455450007T ) B
ABBE RS - EHOARYE
6,417,000 L ( Z T+ 4F : A
R #15,624,0007T ) B A B+
BE - BAREE  BHAR
#439,000 T (Z BT H4E : A
R #2,586,0007T) i AJTE -
4 AN R 4,755,000t ( =
T+ F 0 AR#2,382,000
T)BARE - O AR
27,744,000 7T (ZZZHF + A
R¥395,0007T) #EITHEYHE
HEARABERIROAR
#23,745,000 L (ZEZFLF -
AR¥54,977,0007T) °

BVEE
BEVEAEIZRERENBL
RELfZAEREMBEBLEE
(FE2RTXME15) -

WHREBEAZAENAEAR
#02,849,0007C © LTYARA
HEEZBHRFEERE - HF
BEN - KRR RE RIEHE

LB BRI
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10. INTANGIBLE ASSETS (Continued) 10. |ILEE (&)

Other intangible assets arising from the
acquisition comprise trade names and
patents amounted to approximately
RMB74,327,000, distribution network
amounted to approximately RMB68,366,000,
non-compete agreements amounted to
approximately RMB245,000, employee
contracts amounted to approximately
RMB40,000 and domain names amounted
to approximately RMB52,000.

Trade names and patents amounted to
approximately RMB74,327,000 comprise
of 7 trade names and 3 patents held by
Chaolitong. The trade name of “Chaolitong
B> is a popular brand which has
obtained the general recognition of
consumers in rural areas, second tier and
third tier cities in the PRC.

Distribution network amounting to
approximately RMB68,366,000 represents
the strong sales network possessed by
Chaolitong, covering second tier and third
tier cities, towns and villages in the PRC. It
is expected that Chaolitong’s distribution
network offers positive growth prospect
for the Group and complements the
insufficiency of the Group’s distribution
channels in such regions.

WBEHEELEEMERE
EEERBREZENHDARE
74,327,000 © D HAEEK O A
R 68,366,000 7T + %
EHMARBE245 0007~ EEA
4 AR 40,000 7T K18 4 49
ARM52,000 7T °

AR EERA) A R 74,327,0007T
BEBIBMFEEN 7 EmE R
3IHE A o [Chaolitong 8 77 i |
MBS EEE . 2EERE
EREE = ZHRHmEE
EOEZRHM -

2 H AR #) A\ R % 68,366,000
THEBHEMFANRETE
o SR W R R
SR EA o BHEB BN
DM G RHAEE T RIER
BEAMS  ARBHASEE
ZER D HRENTE °
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10. INTANGIBLE ASSETS (Continued)

11.

In addition, intangible assets include
software at a cost of approximately
RMB3,619,000 (31.12.2007: RMB3,619,000).

The Group carries annual impairment tests
for goodwil, trade names and patents with
indefinite useful lives, or more frequently if
there are indications that goodwill, trade
names and patents might be impaired.
Distribution network, non-compete agreements,
employee contracts, domain names and
software are amortised on a straight-line
basis over their respective estimated useful
lives.

As at 30 June 2008, the accumulated
amortisation and impairment losses for
intangible assets totalled approximately
RMB737,000 (31.12.2007: RMB510,000).

10. BILEE (&)

phoh - R EESERALD A
R ¥3,619,000L( —Z T & +

F+ZA=Z=+—B: AR%
3,619,000 7T ) HY LA

AR EHEREE R HROE
B mERERETERERE
AR RWEE - RERER
BERFERE - BIEMNAE
HETTUERIE, - DM - T
HFEHHE - BEAKN BER
BHEREREREESB 2
sHEF T TS -

R_ZBEZNEXA=ZTH &
FEEZ R EHEMRERE
Bt A ANRE737,0007T (=
EE+EFE+_A=+—H: A
R#510,0007T) °

TRADE AND NOTES RECEIVABLES 1. BERESREREWRERE
30.6.2008 31.12.2007
—EENF —ERLF
~NB=+H +=—A=+—H
RMB’000 RMB’000
AEB¥FT AREFr
Trade receivables EUE 5708 237,902 183,377
Notes receivables R ERE 56,487 13,808
294,389 197,185

Less: Allowance for bad W RIBIREE

and doubtful debts (6,165) (5,686)

288,224 191,499
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11.

12,

13.

TRADE AND NOTES RECEIVABLES 1. BEWESHERERERE (&)
(Continued)
An aged analysis of the trade and notes REEER  BWE 5 HIERE
receivables as at the balance sheet date, WEERHNBRE ST (REE
based on the invoice date and net of ZEHEREHNBREE)
allowance, is as follows:
30.6.2008 31.12.2007
—EENF ZETLF
ANA=+H +=ZA=+—H
RMB’000 RMB’000
AR¥TFT AREFr
0 to 60 days 0Z60H 234,934 162,942
61 to 180 days 612180 H 47,776 26,169
181 to 365 days 181 %365 H 5,333 1,943
1to 2 years —EF 132 438
2 to 3 years TE=F 49 7
288,224 191,499
The average credit period granted on sale HTHEERNTHEEBRN
of goods ranged from 60 to 90 days. F60HZEQQR °
DUE TO SHAREHOLDERS 12. FEFBRRNIE
The amounts due to shareholders are FERNRRRIETEERT - 28
unsecured, interest-free and repayable on RARBAREE ZENAE
demand. The amounts were fully settled REARE BB -
after the period end.
TRADE AND NOTES PAYABLES 13. ENEZRERESERE
30.6.2008 31.12.2007
—ETN\E ZETLF
ANA=+tH +Z-A=+—H
RMB’000 RMB’000
ARMTFT AREFr
Trade payables B 550E 123,284 89,042
Notes payables EREE 67,300 44,366

190,584 133,408
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13. TRADE AND NOTES PAYABLES

14.

(Continued)

An aged analysis of trade and notes
payables as at the balance sheet date is as
follows:

AR S M A maR M

13. ENESRERENRE (&)

REEH - BNESFIAKE
MNEEOREDITT

30.6.2008 31.12.2007

—EENF —TTLF

NA=+H +=-A=+—H

RMB’000 RMB’000

AR¥FT ARBETFr

0 to 60 days 0Z60H 139,617 76,731
61 to 180 days 612180 H 37,293 49,068
181 to 365 days 181 £ 365 H 10,123 5,962
11to 2 years —E 4 3,062 1,456
2 to 3 years ZE=F 422 144
Over 3 years =FMUE 67 47
190,584 133,408

Trade payables principally comprise
amounts outstanding for trade purchases
and ongoing costs. The average credit

BNESRATZRELHE
B N R 4 PRCAS B R S RIA o
BH5EENFHEEHNFI0

period taken for trade purchases ranged HZEG60H -
from 30 to 60 days.
SHARE CAPITAL 14. BB
30.6.2008 31.12.2007
—EETN\F ZTTtLF
AA=+H +ZA=+—H
RMB’000 RMB’000
ARBFT ARETFT
Authorised: ERE
5,000,000,000 ordinary 5,000,000,000 fi% &A% H
shares of HK$0.10 each E0.108 TH L@ 502,350 502,350
Issued and fully paid: BEITRERE :
992,001,246 ordinary shares 992,001,246 % & % 99,503 99,503

There was no changes in the Company’s
authorised share capital during the period.

£8) -

HA - AR EEE R &
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15. ACQUISITION OF A SUBSIDIARY 15.
Acquisition of Chaolitong Technology

W iE — BB AR
BERINTEOBRNEERLD

Company Limited (“CLTT”) FRHBRE )
7.6.2008
—ZZTN\F
~AtH
Fair Value
AFHE
RMB’000
AR¥ T
Share of net assets acquired: EHEKREBEEFE -
Production equipment EER 7,931
Inventories 758 17,507
Bank balance and cash RITHEBRIA S 623
Intangible assets: mEE -
- Trade names and patents - MR B EF 74,327
— Distribution network - DR 68,366
- Non-compete agreements - TERF 245
— Employee contracts -EEAHW 40
— Domain names - % 52
169,091
Goodwill on acquisition WEEEEZRE 22,849
Total consideration REBRE 191,940
Total consideration satisfied by: LA THIF R I AR BLEEE -
— Cash -B& 128,230
- Consideration shares - RERRD (R 7ehk B H
(60 million shares of the BRIETME1.18%8T
Company at closing price #9727 6,000 & AL (7))
of HK$1.18 per share
on the Completon Date) 62,755
Commission payable ERBEH RS
to the Vendor 955
191,940
Net cash outflow arising WS EE A 2 3R & i FEE
from acquisition:
— Cash consideration paid -BEfNRERE 128,230
— Bank balances and - BERITEHR LIRS
cash acquired (623)

127,607
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15. ACQUISITION OF A SUBSIDIARY 15. WE—EHB AR (&)

(Continued)

On 12 December 2007, the Company
entered into an agreement (the
“Agreement”) with Mr. Ma Yuk Sang (the
“Vendor”) pursuant to which the Vendor
agreed to procure the sale of the sale
interest (being 100% equity interest in
CLTT, the “Sale Interest”) to the purchaser
and the sale of the production equipment,
inventories and intellectual property rights
(“Sale Assets”) of Chaolitong Electronics
Company Limited (“CLTE”) to CLTT. The
purchaser is ultimately owned as to 70%
by the Company and 30% by the Vendor.
The total consideration for the acquisition
of Sale Interest and Sale Assets is up to
RMB245,000,000.

During the period under review,
approximately RMB37,230,000 and
approximately RMB36,339,000 have
been paid for the purchase of the Sale
Interest and the Sale Assets respectively
and consideration of RMB91,000,000
have been paid to the Vendor in cash.
On 7 June 2008, the date on which all
the conditions to the Agreement have
been fulfilled and the acquisition of the
Sale Interest and Sale Assets have been
completed (“Completion Date”), the
Company paid the final instalment of
RMB91,000,000 million to the Vendor as
part of the consideration pursuant to the
Agreement. The remaining balance of up
to RMB116,770,000 shall be satisfied
by the issue of at least 30 million and no
more than 60 million consideration shares
at HK$2.05 (the “Consideration Shares”)

RZEZELF+=ZA+=8"
ARREEBELEETENT])
Av—EpE(HBE] - &
HEFRERFLEHEER
(BB BB 2 3R A
Bz [HEERZ]D TER -
WREEFRNTBHBETS
RAR(TBABETFME
EXE TermasERE(HE
EEE]) TROBRE - EH
HARRRELT DR SEHES
70% N 30% o WeHE SHE e &
HEEAEMBEREREARY
245,000,000 7T °

EEMAN CHBEEER
S RHEEBEEDRZMNHOA
R #37,230,0007C & #) A B
36,339,000 © 5 4 B M
ReMBEAXNREARS
91,000,0007C © KN = FZE N

FRNAEB(AHE 2 EE
TEE P A R W B B S M i K 8H
EEEMTKRBE [EKAB
B ARARENEIRED
7 H 3 A R 91,000,000
TEAHZETHBIRE - i
HE-_ZZ)N\F - —ZTTAF
;rZZE-—ZTF+ZA=+—H
IS BFEENRBEERFEE
wAFREEE AlmEARE
116,770,000 JT I &R 58 1% LA IR 5
% 2.057% JT % 17 & 43,000 &
B R AR 38 6,000 8 PR B R 1)
(TRERG DA ZMT - B
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15. ACQUISITION OF A SUBSIDIARY 15. WE—EHBLAR (&)

(Continued)

if the net profit after taxation targets
are met or exceeded for the financial
years ending 31 December 2008, 2009
and 2010. It is expected that 30 million
Consideration Shares will be issued to
the Vendor on 7 September 2008. In
addition, the Vendor has confirmed that
as part of his arrangements with the
original shareholders of CLTE (“Original
Shareholders”), assuming the Original
Shareholders comply with the agreed
terms pursuant to the Agreement, the
Vendor will be entitled to 0.5% of the
Consideration.

As from the Completion Date, related
senior management and employees who
have previously been responsible for
managing the manufacture and sale of
rechargeable battery packs for mobile
phones under the “Chaolitong A/~
brand in China joined CLTT.

Goodwill arising from the acquisition
amounted to approximately RMB22,849,000
which is attributable to its anticipated
revenue growth, profitability, future market
development and the anticipated future
operating synergies from the combination.
These benefits are not recognised
separately from goodwill as the future
economic benefits arising from them
cannot be reliably measured.

CLTT contributed approximately RMB5,374,000
to the Group’s profit for the period
between the Completion Date and the
balance sheet date.

H13,000 B EROBHR —F
ENFAALRETTES -
N BHEHER - FRER
BAOBEFREER(REER]
ZHz— 8o BERBRR
1% 15 &% 48 5T 1 E IR AR - B
BRESZREN05% °

MK BHE ApgaieE
2 7EF B LA Chaolitong i3 173 |
MBEEERBEEREHEE X
BEMENEERRERE
REEBMABHBER -

WEEBEAZAENAEAR
#02,849,0007T ' WIYHERE
HEAZEHRDZEER - HF
BEN - RIRMGEERIEHE
R EEEREFTE - AR
SRERMEEZRRKEEF =
e St E - AW EARE
B HERZENZE -

MRk BEIELEE QM - B
NBREAAEE 2 ZFE A
Bi#4) AR ¥ 5,374,000 7T °
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16.

17.

PLEDGE OF ASSETS

At 30 June 2008, the Group has pledged
fixed assets of approximately RMB2,790,000
(31.12.2007: RMB2,956,000) and bank
deposits of approximately RMB36,139,000
(81.12.2007: RMB29,375,000) to secure the
bank credit facilities.

SHARE-BASED PAYMENT
TRANSACTIONS
The Company has a share option scheme

16.

17.

BE K
RZEZNFENA=+H K
SEEEHEBAETEEDA
R #2,790,0007t( — T T +
F+-_A=+—H: AR
2,956,0007C ) &R 1T FE R L
AR #36,139,000T( = T &
tE+-_A=+—8: AR%
29,375,0007T) * {EAEHLIRTT
EEBEAMNER -

RO BERZNRRS
$ FAIREERAKEAER

for the Directors and eligible employees EERBERETSE - E’\$Hﬁ
of the Group. Details of the share options MAMRITE 2 BRETE
outstanding during the current period are T
as follows:
Number of
share options
BRERE
Outstanding at 1.1.2008 RZZEZENF—-H—H
8 ARFTE 23,830,000
Forfeited during the period REFAME (310,000)
Outstanding at 30.6.2008 RZBZENFRA=+H
B ARTE 23,520,000
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17. SHARE-BASED PAYMENT
TRANSACTIONS (Continued)

17. URODRERZNARRS (&)

The fair value of the share options HAMAOR —sFTRETEBER
determined at 21 December 2006 using RZEERF+_A=-+—H
The Black-Scholes pricing model was EETHNEREATERER
HK$0.3716 per share. 0.3716/87L °©

The following assumptions were used to STEEREZATEREED
calculate the fair values of share options: AT R

21 December 2006
—2TAFt-A=t-H

Weighted average share price I RRE HK$2.88 7% 7T
Exercise price 1T{EE HK$2.02 7T
Expected life TERTEH 1.5 -3.5 years4F
Expected volatility TERTR 1R 38.15%
Expected dividend yield BRI B X 2.54%
Risk-free interest rate: B R =

Option A Bt A 3.58% &

Option B FEREB 3.61%[E

Option C FERRREC 3.69% B
The Black-Scholes pricing model has been EFEAAOE SR EEE
used to estimate the fair value of the share NG ERENATE - 578
options. The variables and assumptions EREATFTEMANESH LR
used in computing the fair value of the HIVBBEENREGHET - B
share options are based on the Directors’ PN ATFENSE SRS T
best estimate. The fair value of share BRI EEE -

option carries with different variables of

certain subjective assumptions.



v

53

Notes to the Condensed Consolidated Financial Statements

AR S M A maR M

18. RELATED PARTY TRANSACTIONS 18. EBEALRS
During the period, the Group had the BN AEBEEAEBEATE
following transactions with related parties: EITATRS :
Six months ended 30 June
BZERA=tHLAEA
2008 2007
—EEN\F —ETF
RMB’000 RMB’000
AR¥ T AREFr
Purchase of raw materials FAIRERKBEXER
from Fujian Youtong AEN[RERE])
Co., Ltd. (“Fujian BERME
Youtong”) (Note a) (Ktita) - 13,478
Rental expenses paid to MEERERR
Scud Stock (Fujian) B BRAE
Co., Ltd. (“Scud Stock”)  ([FREMEKM )
(Note b) e
(M7t hb) 2,039 1,348
Rental expenses paid to M BETFHRAR
Chaolitong Electronic ([BHBET])
Company Limited e
(“Chaolitong Electronic™)  (#fitc)
(Note c) 300 -

Notes: et -

(@) Mr. Fang Jin and Mr. Lin Chao are executive (a) FHaREERMNBEERBEAAT
directors of the Company who were also the ZHITES  LEHTARER
directors of Fujian Youtong in the previous BrZEE NZ-ZZTZTLFTA
period. On 28 October 2007, Mr. Fang Jin Z+N\B AEEERKEE
and Mr. Lin Chao ceased to act as directors ETHABRRRBZES -
of Fujian Youtong.

(o) Mr. Fang Jin, Mr. Lin Chao and Mr. Guo (b) FeFHE  MEBEERBRIZ
Quan Zeng are executive directors of the EERARNBZHITES IR
Company who are also the directors and RRERKRND 2 EERRER -
shareholders of Scud Stock.

() Mr. Ma Jie and Mr. Zheng Wei are ) BAXERBEEEHRES

directors of both Chaolitong Electronic and
Chaolitong Technology Company Limited.

BEFRAYTBNBR RS
RARZESR -
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19. COMMITMENTS

(a)

(b)

OPERATING LEASE COMMITMENTS
At 30 June 2008, the Group had

19. &IE

(a) f@"”‘?ﬁ*@ﬁdﬁ
RZBENFRA= +E|'

future aggregate minimum lease K& l*E?J%TT%HﬁZ‘“
payments under non-cancellable HHNERRFEHEERE
operating leases as follows: HWEEINT -
30.6.2008 31.12.2007
—EZN\F —ZETLF
AA=tH +=ZA=+—H
RMB’000 RMB’000
AR¥FT AREFr
Within one year —FR 6,407 3,235
In the second to MERF(ERE
fifth year inclusive MEBRIETA) 11,470 6,940
17,877 10,175

Operating lease payments represent
rentals payable by the Group for
certain of its warehouse, staff quarters
and offices. Leases are negotiated for
terms ranging from one to three years
with fixed rental.

CAPITAL COMMITMENTS

At 30 June 2008, capital expenditure
of approximately RMB176,008,000
(31.12.2007: RMB139,773,000)
in respect of construction of new
production plant and acquisition of
plant and equipment contracted for
but not provided in the condensed
consolidated financial statements.

(@ TR B OB A R E

HEFAE BIBER
Nl GLL e
GHEEE AN —F=
£ BEEETE -

m)ﬁ$ﬁ$
R-ZZNEXA=1E"
HRERMEERELES
BB REBEBHETHNEER
R EE M HRER A
}%ﬁéﬁmﬁﬁ%ﬁimﬁA
176,008,000 T ( =&
T+E+-A=+—8:
AR#139,773,0007T) °
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
SHARES

As at 30 June 2008, the relevant interests
or short positions of the Directors and chief
executives of the Company in the shares
and underlying shares of the Company or its
associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance
(“SFQ”), which were required to be notified
to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions
which they are taken or deemed to have
under such provisions of the SFO)) or were
required pursuant to section 352 of the SFO,
to be entered in the register referred to therein
or were required, pursuant to the relevant
provisions of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing
Rules”) relating to securities transactions by
Directors to be notified to the Company and the
Stock Exchange were as follows:

Other Information
Hih &Rl

ESRBESTRABZROERR

RE

R-ZBZNEXNA=+H EFK
RRAAHEBITRABRADQAKH
HEEZE(TERLEHFRPEEM
(& %&%“Mﬁﬁ%ﬂ#@Z%@
MABRAR R A RIEES N E
MW%MPMW&B“*MﬂQK
AR Rz A mSORE (B
ﬁﬁ‘%&%ﬂ%ﬂ%%%Xa@
SREHR 2 SRR ) SRR E
% K HAE 5515 352 1§ BRE AL IE X
Frig 2z B Mk R KB X FTRE 5
mﬁ%“imﬁ%bﬁ%é$Lﬁ
BHERHZAEBIEENE AR
PSRN 2y NN

Number of Percentage
ordinary shares of the issued
subjectto  share capital of
Name of Number of  options granted the Company
Director Capacity ordinary shares FIREBRESR (HAAFERT
EE2H 5t EER#E EER¥E RAEFDH
Fang Jin Corporate interest (Note 1) 402,000,000 - 40.52%
Yok REVER (M7 1)
Beneficial interest - 5,000,000 0.50%
EniEn
Lin Chao Corporate interest (Note 2) 180,000,000 - 18.15%
i RAER (H17t2)
Beneficial interest - 4,000,000 0.40%
Bakn
Guo Quan Zeng Corporate interest (Note 3) 18,000,000 - 1.81%
HRE REER (Hi23)
Beneficial interest - 3,500,000 0.35%
Baikn
Li Hui Qiu Beneficial interest - 2,800,000 0.28%

2l

Bk
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
SHARES (Continued)

Note 1: These shares are directly held by Swift Joy
Holdings Limited, whose entire issued share
capital is held by Fang Jin.

Note 2: These shares are directly held by Right Grand
Holdings Limited, whose entire issued share
capital is held by Lin Chao.

Note 3: These shares are directly held by Cheer View
Holdings Limited, whose entire issued share
capital is held by Guo Quan Zeng.

Save as disclosed above, none of the Directors
or chief executives or their associates had any
interests or short positions in any shares and
underlying shares of the Company or any of its
associated corporations as at 30 June 2008.

SHARE OPTIONS

Particulars of the Company’s share option
schemes, namely its share option scheme and
pre-IPO share option scheme, are set out in
note 17 to the condensed consolidated financial
statements.

ESRESTHRABZROEER
wE(E)

Bt ZEROBARZERAERATE
BRE  RARZADEITEA
BAIERE °

Btz - ZEROBERERARATER
BREE  RARZRADEITEA
EARERTTE o

B3 ZEROBNKERAERATE
BRA  RARZADEITEA
RFBRIERE -

B EXEEEIN RoFZENER
A=+ HEFBEXSKITEA
BRWECBBEALTRARARE
E (o] AR B OK B 22 A 0] B ) S AR B AR
R EREAEDSAR -

B

RAT 2 BIRAE S D B A B
NG E S 1
o AR BENEPRATHR
KHIFE17 o
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SHARE OPTIONS (Continued) BRE(Z)

The following table discloses movements in  TFTXEBEREZ_ZTZT/N\F XA
options granted pursuant to the Company’'s =+HBIEABEAR  BEAATE
pre-IPO share option scheme during the six RAREEREREFZZREE
months ended 30 June 2008. IR 2 8 o

Outstanding at Outstanding at
1.1.2008 Exercised Forfeited 30.6.2008
Exercise R-ZINE during  duringthe R-ZEENE
Name Date of grant price —fA—B  the period period  AA=TH
#e REAH iy BATE  RERTRE  RERHE KT
HK$
BT

Category I:
£-8:

Directors

g2

Fang Jin 21.12.2006 2.02 5,000,000 -
bk

Lin Chao 21.12.2006 2.02 4,000,000 - - 4,000,000
i

Guo Quan Zeng 21.12.2006 2.02 3,500,000 - - 3,500,000
B

LiHui Quu 21.12.2006 2.02 2,800,000 -
ZEil

Total directors 15,300,000 -
L

Category II:

-t

Senior management  21.12.2006 2.02 3,200,000 - - 3,200,000
aRERE

Category lIl:

$=H:

Other staff 21.12.2006 2.02 5,330,000
AtET

Total of all categories 23,830,000 - (310,0000 23,520,000
A RRIRs

5,000,000

2,800,000

16,300,000

(310,0000 5,020,000
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SHARE OPTIONS (Continued)

As a result, the relevant exercise periods
of the Options granted to the Directors
and employees of the Company are 21
December 2007 to 20 December 2008
as to the first 30% of the total number of
Options granted, 21 December 2008 to 20
December 2009 as to the next 30% of the
total number of Options granted and 21
December 2009 to 20 December 2010 as
to the remaining 40% of the total number of
Options granted.

Subject to any restrictions applicable
under the Listing Rules and the terms and
conditions of the pre-IPO share option
scheme, all Options are subject to the
following vesting period:

Period of exercise of the relevant
percentage of option
TEBERERRT 2L ZHR

BREE)

At ARrMEEREEERD
BREZEBITESENT B
HERERH 2 EE30% 21TEH
MAE-_TETEtF+_A=+—H=
—TEBEENEFE+-_A-+H BEH
B IS AR 2 2 IR B 30% 2 17 {3 HA RS
AEENE+_A=-+—RBE=
EENF+_A=-1+H  UEREHE
KRB 28 N 40% 2 1TEH
MAE-_ZTZAF+_A-+—H=E
—E-TF+ZA=+H-

R4z £ AR ANERDE BRI R E R
AR E R B R R 8] 2 IR R R
o A BRESR T RE SR
MR

Maximum percentage of
options exercisable
ATEEREZBESADL

From the expiry of the first anniversary of the
Listing Date to the last date of the second
anniversary of the Listing Date
(both days inclusive)

B BT E R —BFREE T E RS
WBF 2 KBS (REEERKX)

From the expiry of the second anniversary of the

Listing Date to the last date of the third
of the Listing Date anniversary
(both days inclusive)
B BT E R RMEFREE T E RS
ZHAFZREAHIL(BEEEMKX)

From the expiry of the third anniversary of the
Listing Date to the last date of the fourth
anniversary of the Listing Date
(both days inclusive)

TR =EFREE LB AR
MIBE 2 R BELE (BEEREMK)

The exercise price is determined by the

Directors of the Company and is fixed at
HK$2.02 per share.

30% of the total number of
Options granted

ERHBREREZ 30%

30% of the total number of
Options granted

ERHBREREZ30%

40% of the total number of
Options granted

ERHBREREZ 40%

TEEHBARFEEETE  LER
Bk2.02ETT
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DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR CONVERTIBLE BONDS

Save as disclosed above, at no time during
the six months ended 30 June 2008 was the
Company or any of its subsidiaries, a party to
any arrangements to enable the Directors of
the Company to acquire benefits by acquiring
shares in, or convertible bonds of, the Company
or any other body corporate and none of the
Directors, their spouses or children under
the age of 18, had any rights to subscribe for
securities of the Company, or had exercised
any such rights.

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2008, the following persons
(other than directors or chief executives of the
Company) had interests or short positions in the
ordinary shares of the Company which fall to be
disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to
be kept by the Company under section 336 of
the SFO:

Long positions (Ordinary shares of HK$0.10
each of the Company):

Number of issued

Other Information
Hih &Rl

ESWBROITRRES ZEF

B EXEEESN  RRAHHEAM
MEAARBZE -—ZZNERA
=T BENEARBERT ZEAR
o HEALRFNEETEBNE
NN ERESOEEhZINE L -l e
AR E S AR R & - TR E
= REZEBITNAEBUATZF
LHEAEAENBEARRZES
HATEEFZFHEN -

FERR

RZEZNFARNA=Z1TH ' U TA
T (WA RBEEXZDITERA
B)RAREZ L @RTHEEREE
A RHEIEHIEXVEBE2 R3DE 2
BEXBREANRAEE  HBLAK
NEIRIEE S KB E 15155 336 1&7F
B Az EESAR

HR(FARESREME10ETZE
BR) :

Percentage of the

ordinary shares/  issued share capital

underlying of the Company as at

shares held 30 June 2008

e RZZENF

Name of shareholder Capacity RITLBR AA=ZTHBEARAT

BRREA 54 EERAEE ERITRABAL

Swift Joy Holdings Limited Beneficial owner 402,000,000 40.52%
ABZERERAR EHEBA

Right Grand Holdings Limited Beneficial owner 180,000,000 18.15%
EEERBERAR EHEBA

SAS Rue la Boetie Corporate interest (Note 1) 93,001,246 9.38%

REVEH (M 1)
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SUBSTANTIAL SHAREHOLDERS (Continued)

Long positions (Ordinary shares of HK$0.10
each of the Company): (Continued)

TERR(#E)

Number of issued
ordinary shares/

HR(AAREREMEI10ETZE
BR) (&7

Percentage of the
issued share capital

underlying of the Company as at

shares held 30 June 2008

FRE RZBENF

Name of shareholder Capacity ROTLER/ NAZTHERAT

RREH 54 HERO#E BRTREEIL

Credit Agricole S.A. Corporate interest (Note 1) 93,001,246 9.38%
DR (it 1)

Calyon S.A. Corporate interest (Note 1) 93,001,246 9.38%
DR (1)

Calyon Capital Markets Corporate interest (Note 1) 93,001,246 9.38%
International SA NRIER (M 1)

Calyon Capital Markets Asia B.V. Corporate interest (Note 1) 93,001,246 9.38%
DR (M 1)

CLSAB.V. Corporate interest (Note 1) 93,001,246 9.38%
AR (M)

CLSA Capital Partners Limited Corporate interest (Note 1) 93,001,246 9.38%
NEVER (1)

CLSA Private Equity Management Corporate interest (Note 1) 93,001,246 9.38%
Limited DR (it 1)

Aria Investment Partners II, L.P. Corporate interest (Note 1) 93,001,246 9.38%
DR (Mt 1)

Neng Liang Limited Beneficial Owner (Note 1) 93,001,246 9.38%

ERFEAA M)
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SUBSTANTIAL SHAREHOLDERS (Continued)  *ERE (&)

Long positions (Ordinary shares of HK$0.10 # & (RXATEREE0.10B T2
each of the Company): (Continued) BR) (&)

Number of issued Percentage of the
ordinary shares/  issued share capital
underlying of the Company as at

shares held 30 June 2008
e R-BENF
Name of shareholder Capacity RITLER AAZTBERLAR
BRREA 54 HERO#E BRITRABAL
Ma Jie A party to an agreemet 60,000,000 6.05%
& under 5.317 of the SFO (Note 2)
RIEE S RS ROIE 317 5
S E—BIRE RIS (HiE2)
Ma Yuk Sang Beneficial owner and 60,000,000 (long 47 &) 6.05%
SBE a party to an agreement 60,000,000 (short’A#&) 6.05%
under s.317 of the SFO (Note 2)
EREAARREE S KA KA
E 31T IR —TE IR
BEVA S
Zheng Wei A party to an agreement 60,000,000 6.05%
#E under 5.317 of the SFO (Note 2)
RIEE S RS ROIE 17 5
S E—BIRE AR (HiE2)
Zheng Zhen Jian A party to an agreement 60,000,000 6.05%

HER under 5.317 of the SFO (Note 2)
BEESRBEBRIEST &
SN H BRI A (M5 2)
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SUBSTANTIAL SHAREHOLDERS (Continued)

Note 1: Based on the disclosure of interests forms
filed with the Stock Exchange, SAS Rue la
Boetie has 33.3% control over Credit Agricole
S.A., which in turn has 33.3% control over
Calyon S.A., which in turn has 33.3% control
over Calyon Capital Markets International
SA, which in turn has 33.3% control over
Calyon Capital Markets Asia B.V., which
in turn has 33.3% control over CLSA B.V.,
which in turn has 33.3% control over CLSA
Capital Partners Limited, which in turn has
33.3% control over CLSA Private Equity
Management Limited, which in turn has 1%
control over Aria Investment Partners I,
L.P., which in turn has 33.3% control over
Neng Liang Limited. As such, each of the
above entities is deemed to be interested in
the 93,001,246 shares held by Neng Liang
Limited under the SFO.

Note 2: Mr. Ma Yuk Sang is beneficially interested in
60,000,000 Shares. Mr. Ma Jie, Mr. Ma Yuk
Sang, Mr. Zheng Wei and Mr. Zheng Zhen
Jian are parties to an agreement under s.317
of the SFO and hence are deemed to be
interested in the Shares held by each other.

Save as disclosed above, as at 30 June
2008, the Company had not been notified
by any persons (other than directors or chief
executives of the Company) who had interests
or short positions in the shares or underlying
shares of the Company which would fall to be
disclosed to the Company under the provisions
of Divisions 2 and 3 of the Part XV of the SFO,
or which were recorded in the register required
to be kept by the Company under section 336
of the SFO.

EERR(E

Wiat1 - IRIBRABZATIRR Z s R ER
%+ SAS Rue la Boetie ¥} Credit
Agricole S.A.#% 33.3% 2 {4l
# + Credit Agricole S.A. ¥} Calyon
S.AFEAES3.3% 212 - Calyon
S.A. ¥fCalyon Capital Markets
International SA##A33.3% 2
254 - Calyon Capital Markets
International SA ¥f Calyon Capital
Markets Asia B.V.#%H 33.3% 2
¥2HI|% - Calyon Capital Markets
Asia B.V. 4fCLSA B.V. %A 33.3%
ZIEHIRE - CLSA B.V.¥CLSA
Capital Partners Limited#H&
33.3% ZE %4 - CLSA Capital
Partners Limited ¥ CLSA Private
Equity Management Limited A
33.3% Z £ Hl#E - CLSA Private
Equity Management Limited ¥}
Aria Investment Partners II, L.P. %
B 1% 21254 » Aria Investment
Partners II,L.P.¥fNeng Liang
Limited#E A 33.3% 2 12 #i| & -
Eit - REBEES LBEGS - &
MERRERESEHR AR Neng
Liang Limited F73% 2 93,001,246
A&AR 1D R A TR o

HisF2 : FhBA SR 60,000,000 AR 15
ExHEAER - BAEE - BEE
i~ BMR A BB AR
EFEHFMAEIEOIZE 31715
—IEWREMET AT - B AR
B AR PR o

B EXEEEIN RZTZENER
A=+8 ARALTEEFEFMAL
(EFARAEERRZDTHAEL)
G BRI~ B AR 3 B B )
BEARIEER LG RMEXVEEF2
K B30 ARZ GSURMANR A EE » 3K
BREARRBIRERZRRE R
55336 1B 2 Akl Az s sk
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INTERIM DIVIDEND

The board considered not to recommend
the interim dividend to preserve the cash for
working capital requirement of the business.

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY’S LISTED SECURITIES

During the six months ended 30 June 2008,
neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the
Company’s listed securities.

COMPLIANCE WITH THE CODE ON
CORPORATE GOVERNANCE PRACTICES
OF THE LISTING RULES

The Company has complied with all the code
provisions set out in the Code on Corporate
Governance Practices contained in Appendix 14
of the Rules Governing the Listing of Securities
(the “Listing Rules”) on the Stock Exchange
throughout the six months period ended 30
June 2008.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS OF
LISTED ISSUERS

The Company had adopted the “Model Code
for Securities Transactions by Directors of
Listed Issuers” as set out in Appendix 10 of
the Listing Rules as the code for dealing in
securities of the Company by the Directors
(the “Code”). Having made specific enquiry,
the Company confirmed that all Directors have
complied with the required standard as set out
in the Code throughout the six months period
ended 30 June 2008.
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AUDIT COMMITTEE

The Audit Committee comprises three
Independent Non-Executive Directors and
one Non-Executive Director and reports to
the Board. The Audit Committee has reviewed
with the management the unaudited financial
information and interim results for the six
months ended 30 June 2008.

APPRECIATION

| would like to take this opportunity to thank
all members of the Board for their invaluable
advice and guidance, and to each and every
one of our staff for their hard work and loyalty
to the Group. Finally, on behalf of the Board, |
would like to express our deepest gratitude to
our committed colleagues for their continued
support and encouragement. | would also
like to thank all the customers, suppliers and
intermediaries for their recognition and support
and the investors for their trust. We pledge
to combine all our energies and abilities to
achieving our goals so that we can increase the
value to our shareholders. We strongly believe
that SCUD will have a promising development in
the future and continue to reward investors with
decent returns in the years to come.

By Order of the Board
Fang Jin

Chairman

Hong Kong, 3 September 2008
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SCUD Industrial Park hEIER Tel EFE : (86) 591-87308888
Mawei Economic and Technology BMNEREHEEMERE Fax gg : (86) 591-87307773
Development Zone RERTER

Fuzhou, Fujian s -
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Suite 5505, 55/F., Central Plaza BRETBEB16H Tel 3% : (852) 28057888

18 Harbour Road, Wanchai I [EIE551855058 Fax @HE : (852) 28021777
Hong Kong
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