Q

ANNUAL REPORT 2009 F¥k

ﬂ
A
m
0
AR

o

N\

* for identification purpose only {2 3% 51|

J
R

OF SCUD

SCUD GROUP LIMITED
REBREE AR D E

(incorporated in the Cayman Islands with limited liability)

(REASES MR HBRAA)
(Stock Code J&{H A 5% = 1399)



CONTENTS B %

11

28

36

52

63

65

66

67

69

71

73

156

Corporate Profile

NG

Financial Highlights

B E

Corporate Information

NEER

Chairman’s Statement

FRERE

Management Discussion and Analysis
ERE R MM

Directors and Senior Management
EENERERE

Directors’ Report

EEeWE

Corporate Governance Report

hEERRE

Independent Auditors’ Report

B ZBE RS

Consolidated Income Statement

e dmR

Consolidated Statement of Comprehensive Income
FerEklEmk

Consolidated Statement of Financial Position
Fa B R

Consolidated Statement of Changes in Equity
FAREBEBER

Consolidated Statement of Cash Flows
FealRenek

Notes to the Consolidated Financial Statements
e TS IRA M

Five-year Financial Summary

hFERBRE

—ETNEFH REBREEERALA



SCUD GROUP LIMITED ANNUAL REPORT 2009

CORPORATE PROFILE AR

SCUD Group Limited (HKSE Stock Code: 01399) (the “Company”,
together with its subsidiaries, the “Group”) is a leading manufacturer
of rechargeable battery packs for mobile phones and compatible
rechargeable battery packs for notebook computers, digital cameras
and other portable electronic devices in the People’s Republic of China
("PRC").

The principal operating business of the Group includes the Group’s own
"SCUDFERE " brand and “Chaolitongi#8 /7i@ " brand as well as original
equipment manufacturing (“OEM") business. As at 31 December 2009,
the Group’s products comprised 2,200 models of rechargeable mobile
phone battery packs which are compatible with approximately 2,800
mobile phone models, with annual output amounting to 75 million
packs. During the year from 1 January 2009 to 31 December 2009 (the
“Review Period”), the number of first-tier distributors of the Group has
exceeded 550, of which 220 are exclusive distributors, with approximately
49,000 points of sales.

The Group has been focusing on business expansion over the years.
Through two of its own-brand “SCUDFRERR” and “Chaolitongit
38", the Group expanded its businesses of production and sales of
rechargeable battery packs, chargers and related accessories in mobile
phones, notebook computers, digital cameras and other electronic
devices. Our two own-brands, “SCUDFRERR " and “ Chaolitongii /738",
are specifically targeted at high-end market and second to third tier cities
as well as the rural market. The Group launched a wide range of products
in response to market demand catering for the needs of different groups
of consumers. Currently, our market share in the PRC accounted for
approximately 20.5% which secured its leading position.

Apart from its own-brand business, the Group also engages in the
production of battery products for branded mobile phone manufacturers
within and outside China and sells battery products by way of OEM
business, which has gained the trust of well-known customers such as
Huawei, ZTE and Lenovo.

In 2008, the Group was ranked 28th by Forbes in “Forbes 2008 Enterprises
in China with the Most Potential” among 200 selected enterprises,
signifying the “SCUDFRERR"” brand recognition by the market and its
leading position in the market.
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FINANCIAL HIGHLIGHTS Bf &=

FOR THE YEAR ENDED 31 DECEMBER 2009 BHE-_ZTZNF+-_A=+—RHILFE
(RMB million except where otherwise stated) (BREAEFEAIN - LEEARBIITR)
2009 2008 % Change
—EBENF ZETNF BEADL
Total Production Capacity of BEMBBERE

Rechargeable Battery Packs (5E®)

(million piece) 75.0 75.0 -
Turnover EE 1,264.9 1,252.7 1.0
Profit from Operations £ A 56.3 143.2 (60.7)
Profit Attributable to Equity Holders RARERFAA

of the Company JEAE R T 46.8 132.0 (64.5)
Total Assets BERE 1,498.6 1,537.9 (2.6)
Capital Expenditure NGRS 69.2 161.1 (57.0)
EBITDA REFFE S BIE S HER

BiHRT 2 BN 152.3 199.1 (23.5)
Basic Earnings Per Share (RMB cents) EREARAF(ARESD) 4.55 13.18 (65.5)
Diluted Earnings Per Share (RMB cents) SEEFREF(ARESD) 4.51 13.01 (65.3)
Current Ratio (Times) mENEE R (F) 4.0 3.2 25.0
Quick Ratio (Times) REDL R (f5) 3.4 2.7 25.9
Total Debt to Equity Ratio (%) B AR R 2 L& (%) 0.9 0.6 3pts/EDE
Cash Position WM 481.8 457.1 5.4
Proposed Final Dividend
Per Share (HKD cents) ¥R ARAE B 2.0 2.0 -
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CHAIRMAN'S

STATEMENT
ERRE

Fang Jin Chairman

& FE

Dear shareholders,

On behalf of the board (the “Board”) of directors SCUD Group Limited
(“SCUD", the “Company” or, together with its subsidiaries, the “Group”),
| am pleased to present the annual results of the Company for the full year
from 1 January 2009 to 31 December 2009 (the “Review Period”).

BUSINESS REVIEW

During the first half of 2009, the global economy was still subject to the
continuous effect brought by the financial tsunami. The consumption
environment as a whole was relatively sluggish. In the second half of
2009, the global economy gradually became stabilized. Being driven
by the domestic consumption in China, various industries began to
recover. During the Review Period, the Group’s businesses as a whole
faced different stringent challenges. Orders from OEM customers fell
significantly. Competition in the market turned increasingly keen,
which resulted in the fall of product pricing and gross profit margin.
Competition in the middle to low-end batteries market in China was
particularly intense. However, the Company held onto its firm belief
under such adverse environment, and consistently focused on its own-
brand business. Efforts were devoted to own-brand building. Outlets

BBAIAAR -

AABRRREREEARAR(IRER]  [AR
AllgERAMBARRI ARENEEE([EFE )
MARERRAR_FTNF-A—BE_ZTTNF
T-A=t—R2F((DEMHEDNFEEE -

£ qE)

“ETNFLFF BHRLEBEDRRARNEE
FE ERHBERSARSE R_TTENFTHEFR
BREBERRBRARE  ETEAEEERNTE
T BOTBFHRLE - REBRHRE AREEE
EHEXRERKRER  OEMEP EEBBEZ R LA
REAGFMBSEREBRENEXTE  BAS
EHEMNTIEHFRAMI - BERRREFLIRT

BT ES ERGEKFTIHRAERERT 808
femmi s FHEETRANBLNE  BABE2H
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were optimized and upgraded on an ongoing basis. Sales results and
own-brand promotion were secured through a network well covered with
outlets. Therefore, during such a difficult year we could still maintain a
market share in China of approximately 20.5% and occupied a leading
position in the batteries industry. The Group's total sales volume in
own-brand mobile phone rechargeable batteries over the Review Period
increased by approximately 16.7%. This in turn drove the total sales of
the Group up to approximately RMB1,265 million. Profit attributable to
equity holders were approximately RMB46.84 million. Basic earnings per
share were approximately RMB4.55 cents.

With the rapid growth in the economy of China during the recent years,
enormous potential in consumption was also uncovered gradually in the
rural market of China. During the recent years, major telecommunication
operators in China have been actively expanding their operations in
rural market. There were evidence that sufficiently reflected that the
growth in the telecommunications industry of China in future would
be derived from the rural market with low mobile coverage. Following
the acquisition of the operating assets of “Chaolitongif2 /738" in 2008,
the Group progressively tapped into the second and third-tier cities
in China as well as other rural areas. By leveraging on the brand of
“ChaolitongfB 738",
in the market, and became better prepared for selling its own-brand

the Group is well positioned to explore its potential

batteries in the rural market.

Other than expanding and perfecting its sales network at particular focus,
the Group also started to prepare for the setup of the upstream bare
battery cell production business. Capabilities in research and development
of core technologies will be enhanced. Upstream supply will be stabilized.
Competitiveness will thus strengthened under cost control that will
improve gross profit margin. The construction of the bare battery cell
factory had already commenced in 2009. It is anticipated that production
of the bare battery cells in the new factory will officially commence
earliest by the second half of 2010. The Group has positioned the
quality of its own-brand bare battery cells as applicable to most of the
middle-end rechargeable battery products in China in its pre-operation
plan. On the other hand, the high-end series of rechargeable battery
products will continue to adopt bare battery cells of quality in order to
maintain superior quality, extra capacity, long standby time and high
safety standard so as to preserve the quality of its own-brand high-
end battery products. The Group has maintained its good cooperation
relationship with Sanyo Corporation of Japan for the past years, which
is the largest lithium battery manufacturer in the world. Whilst securing
a stable supply of quality imported battery cells, the Group can also
demonstrate its unique competitive advantage in the rechargeable battery
industry in China.
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With respect to the OEM business, the Group maintained good business
relationships with well-known brands of mobile phone manufacturers
such as Huawei, ZTE and Lenovo as their rechargeable batteries supplier.
Notwithstanding the results of the OEM business in 2009 being not as
good as the Board would have expected, it is expected that the Group
will achieve remarkable performance with respect to the OEM business
in 2010 upon the recovery of global economy and growing domestic
demand in China.

OUTLOOK

In 2010, the Group will continue to strengthen its own competitiveness
to consolidate its market position. Through the building of its own-
brand, the Group will work best at enhancing its core technologies
and product qualities with expanding sales channel. In the meantime,
we see bigger opportunities under the support of policies such as the
promotion of household goods in rural market and the launch of 3G
mobile telecommunication services. It is expected that demand for 3G
products will grow rapidly in the coming few years under the recovery of
electronics & IT sector. Consumers are procured to purchase and replace
mobile phones. Moreover, various mobile phone manufacturers and
telecommunication operators target to occupy share in the rural market
which in turn facilitated the usage of mobile phones in that area. We
believe that the penetration of the use of mobile phones will further
increase. With the continuous growth in mobile phones usage, demand
for rechargeable batteries will increase bringing more opportunities to
the Group for market expansion.

It is our firm belief that products of high quality secure reputation and
customer support. Through our in-depth understanding about the needs
of the customers and our persistence in pursuing product quality, the
Company successfully positioned the “SCUDFRERE " brand at middle-to-
high end market. By capitalizing on its mature production technologies
and stringent control in quality, the Group will definitely be able to launch
more battery products fulfilling various needs with value for money and
supplying quality rechargeable batteries for the 3G market.
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People are definitely one of the most valuable assets of the Company.
Therefore, the Group kicked off a comprehensive talent programme
by starting our own training institute for developing our management
and technical experts. This will resolve the labour shortage issue faced
by industry participants, and will also reduce labour cost. Management
and technical experts with practical experiences will be cultivated for the
society at large allowing the Company to fulfill its social responsibilities
and obligations.

In order to further enhance the sales volume of our products and to
develop into an international brand, SCUD plans to expand overseas. The
Group has conducted a series of market surveys and has preliminarily
identified certain target overseas markets. With our newly established
brand & image, the Group is ready to enter the international market.

On behalf of the Board, | would like to express our deepest gratitude to
our customers, business partners and shareholders for their continued
support and trust to SCUD. We also appreciate the endeavours made by
all staff. | would like to thank everyone for their significant contribution
to SCUD for the past year.

Fang Jin
Chairman

Fuzhou, the PRC
24 March 2010

BMHEGATERERSGEENEE, — - Bt
AEEBZBRABAANEINIEREZERBDES T
2 BWEBNRMAT  UWERITERNERNS
THRMEE - WRESENKA - Rt A e
BLAEBLBRMWERMEMAS  BhEZHE
EIMER -

B SRAERNEREBIEERREB S
REBRS BTG5 - AREEET— R
THEE - LENSHET HEERTHNTE - B
AT MR RS  AEEBEERETAR
i -

RB& - AABRREFE  KOBHRMANER -
FRBIKH RBR — E A RE RERR A SR RAEME
BATEHERETINENB ) - RARFARE
BEN—FRRERMMELNEXNER

A&
E

HE e 13N
—E-TF=A-+mWmA




MANAGEMENT DISCUSSION AND ANALYSIS BRI R 0

North Eastern China
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Over 49,000 points of sales across the PRC
FR B & 1t B 85 5 R 18 49,0002

Market share in PRC of approximately 20.5%
PEIR T IE 40 8 520.5%

—ETNEFH REBREEERALA



DEVELOPING HISTORY
LRERERE

Placed emphasis Set up a
on the R&D comprehensive

AtE a6 of upstream talent programme
ﬁb%kﬁﬁ%% BA bare battery by establishing kil
ARRMBITIS cell business, training institute

. and started the HEEAEIFE
Dedicated to enhance construction of 3 BB ATEHIBR
capabilities in R&D with new bare battery Ready to enter the
people-oriented culture, and cell factory international market

to expand overseas market ) EFENES ‘Q’ri;:gmg'gftab“med
e BEHES e N
BEE BEEE  URHRN
WREFERITS

ERBEH  HEBNMEN
EXERED  #EWE

[ Chaolitong B 1B | MM FOl’beS
ST AN TS i

Exploited opportunities with CELLULARTOP Ranked 28th in the "Forbes

insight, targeted at the Completion of acquisition of 208 MOSt .Potenltial
enormous potential of P N Enterprises in China

development in rural market, ;ﬁﬁzéggs ilu'tjjﬁ(jﬁfjjﬁj £ MEEﬁﬁ,{ZOOSEP;é*
entering the rural market by ZEAREL-haotitong! KB/ T3E 515 1B2801

the acquisition of “Chaolitong
#HiB"” brand

RAMETE  BEHEEE
MAREFER  £EEZ T
EtEM

Enhanced b.rand. '_mage' and Business series Battery packs Economy Gold series of
produced diversified range of of batteries for electronic series of batteries

battery products catering to BHEBRT products batteries EmEB RS
different needs of consumers BIES gt

E ik EhEll

RAEM1997F EXAKL - B
WEERER FAEEMK
The company was established

in 1997 and commenced
production of chargers,

peripheral products and Chargers Peripheral products Standard series of
mobile phone rechargeable TEE BAEm batteries

e T

batteries ZEE MR



MANAGEMENT DISCUSSION AND ANALYSIS BRI R 0

BUSINESS REVIEW

In 2009, subject to the continuous impact from the financial tsunami,
the consumption environment as a whole remained sluggish despite
the gradual recovery of the global economy. The Group experienced
pressure on pricing reduction and more intensive competition with
its peers. During the year, its overall businesses had been faced with
stringent challenges. As at 31 December 2009, turnover of the Group
reached approximately RMB1,265 million, an increase of approximately
1.0% on a year-on-year basis. Gross profit and profit attributable to
equity holders were approximately RMB229 million and approximately
RMB46.84 million, respectively, a decrease of approximately 13.2% and
approximately 64.5% on a year-on-year basis, respectively. Gross profit
margin was approximately 18.1%, a decrease of three percentage points
from 2008. Profit margin attributable to equity holders of the Group
was approximately 3.7% (2008: 10.5%).

During the year, the Group took proactive measures to consolidate its
leading position in the market, and occupied approximately 20.5% in own-
brand rechargeable mobile phone batteries market in the PRC. Through
its two own-brands “SCUDFRZERR" and “Chaolitongia /138
expanded its businesses of production and sales of rechargeable battery

", the Group

packs, chargers and related accessories in mobile phones, notebook
computers, digital cameras and other electronic devices. Apart from its
own-brand business, the Group also engages in the production of battery
products for branded mobile phone manufacturers within and outside
China and sells battery products by way of OEM business. In 2009, the
OEM business was affected to a substantial extent as a result of the
business environment. Orders from customers dropped significantly.
Although demand was driven to increase by consumption needs when
the economy recovered in the second half of 2009, price of electronics
consumption products generally fell as a whole. Competition in the
industry has been intense and the profit margin of low-to-middle end
batteries in China fell extensively. This had affected the overall profit
margin of the Group.
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Financial Performance Review

SR B R

Turnover & %%8

2005 707,000,000

2006 () 936,300,000

2007 (O 960,900,000

2008 (O 1,252,700,000
2009 ® 1,264,900,000
CAGRFHEAERE

19.65%

Segment Turnover
DEE R

Notebook computer battery packs
FRABE A

23.5%

Chargers 7 & 28
OEME

Other mobile phone peripherals

HitBBEREEER over total turnover
11.9% Mobile ph OEMIAT
9% Mobile phone battery packs eBREES L

71.0%

OWN-BRAND BUSINESS
BE miE %

Percentage of own-brand sales
over total turnover

BEmigiHE
HEREXFERAOL

OEM BUSINESS

Percentage of OEM sales

Gross Profit ¥ (Gross Profit Margin FE %)

2005 147,300,000 (20.8%)

2006 () 240,500,000 (25.7%)

2007 (O 243,500,000 (25.3%)

2008 () 263,800,000 (21.1%)
2009 @ 229,100,000 (18.1%)
CAGRFHEAERE

16.48%

62.8% Mobile phone battery packs %)% ;5 E il

0.1% Other mobile phone peripherals
HtBEEEEEER

7.7% Chargers 7t &2
0.3 % Digital product battery packs &5 E & E b4

0.1% Notebook computer battery packs
EXABREME
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OWN-BRAND BUSINESS

For the year ended 31 December 2009, turnover of the Group's own-
brand business reached approximately RMB898 million (2008: RMB845
million) and accounted for approximately 71.0% (2008: 67.5%) of total
turnover. Our two own-brands, “SCUDRZERR " and " Chaolitongi#B 738",
are specifically targeted at high-end market and second to third-tier cities
as well as the rural market. During the year, the sales volume of our own-
brand mobile phone rechargeable batteries increased by approximately
16.7% to approximately 50.25 million units (2008: 43.08 million units).
Turnover generated from own-brand mobile phone rechargeable batteries
reached approximately RMB794 million (2008: RMB709 million). Of
which, approximately 76.9% of sales volume in its own-brand mobile
phone rechargeable batteries were derived from the “SCUDRTERR"
brand.
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Annual Sales Volumes of Own-Brand Rechargeable Mobile Phone Batteries
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Growth in the telecommunication industry of China in future will
primarily derive from the rural market, where mobile coverage remained
relatively low. Mobile phone is one of the household goods that were
promoted in the rural market during 2009. The consumption of mobile
phones in the rural market attracted producers of mobile phones and its
related accessories to enter into the rural market. However, these rural
consumers are relatively price sensitive towards mobile phones and its
related accessories. Almost substantially all of the consumers inclined
to purchase non-bundled mobile phone batteries and their accessories
of good quality and low price. Generally, these consumers in the rural
market will first select mobile phone batteries and their accessories that
are of well-known brands in China with good reputation. In response
to such consumption preference, the Group rapidly entered into the

rural market through the acquisition of the “Chaolitong#2 773" that
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is positioned at the middle-to-low end market, and further explored
its potential. Through the sales channel owned by “Chaolitongit8 /738"
brand, the Group consolidated its positioning in the rural market, and
gradually established the positioning of the “SCUDFRTERR " brand in the
rural market. With the increased usage of mobile phones in the rural
market, we believe that there is substantial room in the rural market for
the Group’s development. During the year, the sales volume of mobile
phone rechargeable batteries and chargers for the “Chaolitongi /J
38" brand reached approximately 11.60 million units and 30.83 million
units, respectively. Turnover were approximately RMB109 million and
approximately RMB92.24 million, respectively.

The Group has focused in brand building for a long time. Number of
outlets will be greater at small cities and towns. Outlets at major cities
that can achieve scale of economies were optimized and renovated. The
Group has now formed a network that fully covered China. There were
approximately 6,000 sales outlets renovated successfully with SCUD
counters. This had contributed to the sales performance and brand
promotion. As at 31 December 2009, the Group had carried out its
retail sales via a sales network with approximately 49,000 points of sales
held by 550 first-tier distributors engaged by the Group. In addition, the
Group has placed much emphasis to the quality of products and after
sales services. We have insisted to impose strict requirements to safety
standards. Through our endeavours made, product quality has been
enhanced continuously and the Group won the trust of consumers in
its own-brand products.

OEM BUSINESS

As at 31 December 2009, turnover of the Group’s OEM business reached
approximately RMB297 million (2008: RMB342 million) and accounted
for approximately 23.5% (2008: 27.3%) of total turnover. The Group
maintained good business relationships with well-known brands of
mobile phone manufacturers such as Huawei, ZTE and Lenovo as their
rechargeable batteries supplier. During the year, the sales volume of mobile
phone batteries in the Group’s OEM business reached approximately 6.56
million units (2008:11.70 million units). The fall in sales volume was
primarily attributable to the reduction in market demand as a result of the
sluggish global economy. This, together with keen pricing competition,
led to a fall in number of orders from export enterprises and the selling
price in the domestic market, and affected the Group’s OEM business.
However, upon the recovery in the global economy and growing domestic
demand in China, it is expected that the Group will achieve remarkable
performance in the OEM business in 2010.
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INDUSTRY OUTLOOK AND MARKET PROSPECTS

With the gradual recovery of the global economy, together with the rapid
growth of domestic consumption in China and the restructuring and
revamp plans for the electronics and information technology industries,
the number of mobile phone users in China is expected to continue to
grow. By the end of 2009, there were already more than 750 million
users, with an annual increase up to 100 million users in 2009. In
the meantime, the PRC government will introduce more promotion
policies for the rural households to purchase household goods. Under the
support of strategies by various major mobile phone manufacturers and
telecommunication network operators to seek more mobile phone users
from the rural market, it is likely that the usage of mobile phones in the
rural market will increase. This will in turn drive demand for rechargeable
batteries from the mobile phone users in the rural market.

Moreover, the emergence of 3G is the undeniable trend in the development
of information technology and consumption demand. 2009 was regarded
as the year of 3G for China. This new industry is attracting considerable
attention in all respects. According to the information published by the
Ministry of Industry and Information Technology of the People’s Republic
of China, as at the end of November 2009, 3G users in China reached
approximately 13 million. It was expected that 3G users will be over
15 million by the end of 2009. The development of 3G technology
undoubtedly accelerated the replacement cycle of mobile phones. With
the popularity gained by 3G and the broad applications therewith, the
sales volume of mobile phones will reach new heights. The multi function
available from 3G mobile phones increase its power consumption to a
substantial extent and thus shorten the standby time. The capacity of
general rechargeable batteries cannot fulfill the needs of their users. It
is expected the demand for replacement or back up batteries will also
increase. This will bring more opportunities to the Group and greater
room of development in the market. Therefore, facing this 3G saga,
SCUD will not only pay attention to the movement in the sales volume
of batteries, but also fulfilling the needs of its customers. During the past
years, the Company specifically targets the middle-to-high end market
with its own-brand “SCUDRERR”, and insists in pursuing product
quality. On the other hand, the Company has been well prepared in
the research and development as well as production of batteries for 3G
mobile phones. By leveraging on its mature production technologies
and strict quality control, the Group expects to capture the business
opportunities arising from its 3G business, and produce 3G battery
products of superior quality, extra capacity, longer standby time and high
safety standard. This will serve to achieve perfect customer experience
for the 3G users and the value of high speed information technology
brought by 3G. The Group will achieve growth in profit from the superior
quality in its products.

TR R HEEE

BEERREERE  FEASEELEERANE
TREEEXABNKRERENGSERT - BRE
BEEAPERMBHEREK BE_ZTNEFHF
KERBISEAF  —TTNFE2FERZER
F-RE DEBRFEENEREBRAERSH
BEZHMHBERARER  BESGSEARRDERR
EBRMEMMREER/RIERNT SRR

EEAPRE APRRERNBERBES
MERE  HBERNADEFRPEREEMNE
ke

BESN - 3GHELEE RS B RAE B R KA A
% —EENFHEARTEBGRF - EEMEEX
BRETEE - REPEARANMBEIEMERL
HNEMBRTR  BE-_ZTNF+—AK - #HE3G
RPHRRZES41,3008 - B —ZTTNAFEK © 3G
PP 5 81,5008 < G ERERIET B
EENEREY  BHEAENHESERGHE
RMEZEABAIFS - N E3CEFENZINAELER
FEREERNEENRSHFRBRENE  —RATEE
MR EALTREMRERENTR BB HRAE
REBNFREQKE LM AAEEFTRES
BB EAN TS o Bt - E3GHRIRBF - R
ERTEMIELHENE (L ERIREEFH
TR ZFERRER OB MEISCUDRER | EHH
SEmS  —EBRSYEMBENER  BE3GE
PEFELMENBETIMFEAEH RO ER - B
EREBRRANEERMRBEEOREES - A&
BB HIEEIGEBNERKE  LEFZHBR M
B HARE FREBERIZZUESHN3GELE
o RIGHAFPERTENTFPERBRMAE S RI3G
EEEENEE UMnEEUnNERKRAEEER
MEEE -

—ETNEFH REBREEERALA _\J_ ’



w b SCUD GROUP LIMITED ANNUAL REPORT 2009

MANAGEMENT DISCUSSION AND ANALYSIS EIEEsIm R 2

DEVELOPMENT DIRECTIONS AND STRATEGIES

Strengthen Product Research and Development

The Group has placed emphasis on the development of upstream bare
battery cell business during 2009. Our own research and development
capabilities in the Group’s core technologies will further enhance if we are
successful in the research and development of bare battery cell. Upstream
supply will be stabilized, which in turn will control cost effectively,
improve product profit margin and enhance core competitiveness. In
2009, the Group has implemented the construction of a new bare
battery cell factory at its base in Fuzhou. The designed capability of the
new production factory is 5 million units of bare battery cells per month.
The Group has positioned in its pre-production plan the quality of its
own-brand bare battery cells as applicable to most of the middle-end
rechargeable battery products in China. Currently, the infrastructure is
basically completed. It is expected that the new factory will formally
commence production earliest by the second half of 2010.

As to the high-end series of mobile phone rechargeable batteries of
its own-brand and rechargeable batteries for notebook computers,
the Group has maintained good cooperation relationship with Sanyo
Corporation of Japan for many years, which is the largest lithium battery
manufacturer in the world. The high-end series will continue adopt
bare battery cells of quality in order to maintain superior quality, extra
capacity, long standby time and high safety standard. Whilst securing
a stable supply of quality imported battery cells, the Group can also
demonstrate its unique competitive advantage in the rechargeable battery
industry in China.

The Group recorded a research and development expense of approximately
RMB23.6 million in 2009 (2008: RMB17.1 million), and accounted for
approximately 1.9% of the Group’s turnover in 2009 (2008: 1.4%).

Enhance market share through proactive exploration of markets
The Group will continue to devote more resources to develop its market
share in cities in western China with higher population, lower market
penetration and enormous potential of development. Through its
“Chaolitongi8 /738" brand, the Group will continue to develop the
rural market and enhance its market share with an aim to exceed 30%
of the market.

In order to further enhance the sales volume of our products and to
develop into an international brand, SCUD plans to expand overseas. The
Group has conducted a series of market surveys and has preliminarily
identified certain target overseas markets, namely Southeast Asia and
South America. Through the establishment of overseas offices, with
our newly established brand & image, the Group is ready to enter the
international market.
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Establish own skill training institute

People are definitely one of the most valuable assets of the Company.
As such, the Group kicked off a comprehensive talent programme by
starting our own training institute for developing our management
and technical experts. Talents will be cultivated at the training institute
and prepare then so as to be available in the pipeline to resolve the
labour shortage issue faced by industry participants. After a period
of training, the Group will direct labour resources directly to various
departments, which will shorten the time of staff replacement and reduce
labour cost. Automated production will also be implemented at different
phases. Moreover, in the training process, students can comprehend the
practical operation issues arising from the course of production, which
will effectively enhance production efficiencies and qualities. The Group
will enlist talents from the society at large and select the management
and technical experts that it needs through professional and rigorous
training processes. At the same time, this will also bring to the society
a new generation of talents allowing the Company to fulfill its social
responsibilities and contribute to the society.

OUTLOOK

It is our firm belief that we have passed the most difficult time and the
year of 2010 will be filled with expectations. SCUD has always been
cautious in its development. The Group will continue to consolidate its
core businesses and place emphasis on its own research and development
as well as nurturing talents. Competitiveness of its core business will
be enhanced, thereby enhancing its profitability. Through continuous
expansion in market share, the Group will secure its leading position in
the industry and maintain its competitive advantages.

FINANCIAL REVIEW

For the year ended 31 December 2009, the Group recorded consolidated
turnover of approximately RMB1,264.9 million (2008: RMB1,252.7
million), representing an increase of approximately 1.0% as compared
to that in 2008. Gross profit and profit from operations for 2009 were
approximately RMB229.1 million and approximately RMB56.3 million
respectively, reduced by approximately 13.2% and approximately 60.7 %
respectively as compared to that in 2008. The profit attributable to equity
holders of the Company for 2009 was approximately RMB46.8 million
(2008: RMB132.0 million). The Group recorded EBITDA of approximately
RMB152.3 million for the year, representing a decrease of approximately
23.5% as compared to EBITDA of approximately RMB199.1 million for
2008. Basic earnings per share for the year ended 31 December 2009
were approximately RMB4.55 cents (2008: RMB13.18 cents per share).

FR B AR AR I BER

ATRREBREFEENEEZ — - AEEBEBHAR
BENBNIERE2EmMEES HIIFE - BEERE
FEMAT < BBEPREBINBERBAEEIZE
KREEANT - EMERITENEERN S TERMA
o BB -BREBRNEI 2R AEBKEEH N
BRRZAEREM ERBEEIERNKME - &
BEBORAE  WEFHETESCHEEBRN - 1t
Sh o EFIBRES  BEALEEBRET THIE
BRELORE  BRMRSEERENER - K
SEBEMAT  BBEERENFI - BREA

SEFTENEENZMAT  RAKEAHLEEEH
EATHE BEEZHEEE RUSERSRE
P

RE

HMRE FRENKHELBE —T—2F8
GEEAHDH—F - ﬂ%%ﬁ‘iﬁ’ﬁ”‘@—ﬁu%%ﬁ%
RERT AEEBEEZEETEET  LIFEE

%EE&EEEEH%?FD/\ZLiua i‘%ﬁm% 55 It
iz EFEE S - TEHERERTIS0RE - BETTES

ST - REFERFHED -

Bt %5 [l B8

BE-_ZTAF+-_A=+—HIFE KEHK
BiRA B EBEHARE,264,900,000t( ZFEN
& AR#¥1,252,700,0007T) * BZTZT)\F EFH4
1.0% c ZETNFHEFRLEE R D Jm%/\E
%229,1oo,ooo%&m/\ﬁﬁgsaaoo,oowz TR
TNEDRITEA13.2% N 4960.7% o —F 7h¢
KRB =EA ARG A AR 46,800,000
TL(ZZZT)\F: AR#132,000,0007T) ° AL EHER
BEERTRE BB TERBHAIIZBFHA
[R#152,300,0007C * R_ZEZNFHRFE - T
1B JrE RH#HEAT 2 BFIKAR199,100,000T T
P24923.5% c BE-_TTENF+_RA=+—HIEF
B BREARRFNABARELISSHD(ZTESNEF
BRARE13.185) o

—ETNEFH REBREEERALA _\J_ ’



w b SCUD GROUP LIMITED ANNUAL REPORT 2009

MANAGEMENT DISCUSSION AND ANALYSIS EIEEsIm R 2

Turnover

Mobile phone rechargeable batteries remain the key revenue driver of
the Group. Total sales of mobile phone batteries generated from the
own-brand business segment and OEM business segment has contributed
approximately 74.7% (2008: 74.6%) of the Group’s turnover in 2009. In
addition, total sales of notebook computer batteries generated from the
own-brand business segment and OEM business segment has contributed
approximately 8.9% (2008: 9.3%) of the Group’s turnover in 2009.
Approximately 8.5% (2008: 8.2%) of the Group’s turnover in 2009 was
generated from the sales of chargers.

Segment Results

In 2009, the major portion of the Group’s revenue still came from the
Group’s own-brand business segment. Total revenue from the Group’s
own-brand business as a percentage of the Group’s total turnover was
increased to approximately 71.0% (2008: 67.5%) and the percentage of
total revenue from the Group’s OEM business accounted for approximately
23.5% of the Group's total turnover (2008: 27.3%) during the year ended
31 December 2009.

For the own-brand business segment, the total revenue contributed to
the Group for 2009 increased by approximately 6.3% to approximately
RMB898.4 million. Approximately 77.5% (2008: 74.0%) of the Group’s
own-brand products were sold under the “SCUDREER” brand and
approximately 22.5% (2008: 26%) of the Group’s own-brand products
were sold under the “Chaolitong# /138" brand. As many industry players
reduce prices to generate business volume, such price competition among
other competitors had led to a general decrease in the average selling
price for the own-brand products during the year ended 31 December
2009. The profit margins of the mid-to-low-end series products were
particularly affected. Although the own-brand mobile phone batteries
suffered margin drop during the year ended 31 December 2009, the sales
volume of own-brand mobile phone batteries grew by 16.7%. Over the
year ended 31 December 2009, the total revenue from the sales of own-
brand mobile phone batteries amounted to approximately RMB794.3
million, increased by approximately RMB85.4 million or approximately
12.0% as compared with 2008. Revenue from own-brand digital batteries
and notebook computer batteries amounted to approximately RMB3.3
million (2008: RMB16.3 million) and approximately RMB1.3 million (2008:
RMB17.1 million), respectively, declined by approximately RMB13.0 million
and approximately RMB15.8 million respectively while revenue from the
sales of own-brand chargers remained relatively stable; amounted to
approximately RMB98.3 million in 2009 (2008: RMB98.5 million).
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For the OEM business segment, the total revenue contributed to the
Group was decreased by approximately 13.1% from approximately
RMB342.2 million in 2008 to approximately RMB297.2 million in 2009.
In addition to the reduced customer orders for mobile phone batteries
due to the global financial crisis, price reduction pressures from customers
have also caused both revenue and profit margins to drop. The turnover
of OEM mobile phone batteries dropped by approximately 33.4% to
approximately RMB150.4 million in 2009, mainly due to the sales volume
of OEM mobile phone batteries down by approximately 44.1% in 2009.
Despite difficult business conditions, the sales volume of OEM notebook
computer batteries still recorded an increase of approximately 47.8% in
2009 with revenue of approximately RMB111.2 million, representing a
growth of approximately 12.5% as compared with 2008.

Cost of Sales

The Group's cost of sales amounted to approximately RMB1,035.8
million in 2009 (2008: RMB988.9 million), representing an increase of
approximately 4.7% as compared to 2008. During the year ended 31
December 2009, direct materials, direct labour and other production
costs accounted for approximately 90.4% (2008: 89.7%), 3.6% (2008:
4.4%) and 6.0% (2008: 5.9%) of the cost of sales.

Gross Profit and Gross Profit Margin
The overall gross profit margin of the Group declined from approximately
21.1% for 2008 to approximately 18.1% for 2009.

For the Group’s own-brand business, the overall gross profit margin for
2009 was approximately 20.4%, down by 3.8 percentage points from
approximately 24.2% in 2008. The market for lower-end rechargeable
battery products was particularly affected by the adverse market
conditions caused by the global financial crisis when certain PRC
lower-end OEM battery manufacturers switched from export-oriented
businesses to domestic sales. Keen price competition among peers
during 2009 was another reason for the profit margin drop. The average
gross profit margin for own-brand mobile phone batteries declined from
approximately 25.3% in 2008 to approximately 21.6% in 2009. The gross
profit margins for mobile phone batteries of “SCUDFRERR" brand and
“Chaolitong#B /738" brand in 2009 were approximately 22.4% (2008:
25.8%) and approximately 16.3% (2008: 23.1%), respectively.
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For the OEM business, in light of the keen competition and margin
erosion in the global mobile phone market, the overall gross profit margin
in 2009 was approximately 15.6%, dropped by approximately 3.4%
from 2008. The gross profit margin for OEM mobile phone batteries
declined from approximately 16.8% in 2008 to approximately 15.2%
in 2009 while the gross profit margin for OEM notebook computer
batteries declined from approximately 13.7% in 2008 to approximately
10.8% in 20009.

Profit Attributable to Equity Holders

In 2009, the Group recorded profit attributable to equity holders of the
Company of approximately RMB46.8 million (2008: RMB132.0 million)
while the profit margin attributable to equity holders of the Company
decreased to approximately 3.7% (2008: 10.5%).

Other revenue of approximately RMB6.7 million in 2009 is comprised of
approximately RMB4.7 million (2008: RMB4.7 million) being bank interest
income and approximately RMBO0.3 million (2008: RMB9.6 million) being
foreign exchange gain during 2009.

Selling and distribution expenses of approximately RMB77.6 million
(2008: RMB43.4 million) accounted for approximately 6.1% (2008:
3.5%) of the Group’s turnover in 2009. In order to upgrade the image
of sales channel and enhance the brand image, the Group has been
carrying out retail counters renovations since 2007. By the end of 2009,
approximately 6,000 retail counters was refurbished and an accumulated
amount of approximately RMB102.3 million was invested in the sales
channel image enhancement. Hence, selling and distribution expenses
of 2009 comprised of approximately RMB47.5 million (2008: RMB17.0
million) being the expenses incurred for the amortisation of all renovation
spending. In addition, approximately RMB14.1 million (2008: RMB12.1
million) was spent on advertising and promotion in 2009.
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Administrative expenses of approximately RMB100.0 million (2008:
RMB90.2 million) accounted for approximately 7.9% (2008: 7.2%) of
the Group’s turnover in 2009. Administrative expenses mainly comprised
of research and development expenses of approximately RMB23.6 million
(2008: RMB17.1 million), staff salaries of approximately RMB13.2 million
(2008: RMB10.2 million), depreciation of approximately RMB8.5 million
(2008: RMB8.3 million), and approximately RMB10.4 million (2008:
RMB5.0 million) being amortisation of intangible assets mainly arising
from acquisition of “Chaolitongi#& /738" . Provision for bad and doubtful
debts of approximately RMB16.8 million was made in 2008 and a reversal
of provision for bad and doubtful debts of approximately RMBO.4 million
was made in 2009. However, as a result of the adverse market conditions
caused by the global financial tsunami, the competition in the low-end
rechargeable batteries market remained fierce due to low entry barrier,
cutting into the gross profit margin of “Chaolitong#a /73" products
during 2009. An impairment loss on the trade names of “Chaolitongi& 1
#B" brand and the goodwill arose from the acquisition of “Chaolitongia
738" with an aggregate amount of approximately RMB16.6 million
was charged to the income statement in 2009. Hence, the increase in
administrative expenses during 2009 was mainly contributed by the
impairment loss expenses.

Finance costs grew by approximately RMBO0.6 million to approximately
RMB1.4 million in 2009, owing to the increase in bank borrowings
during 2009.

Liquidity and Financial Resources

Cash and cash equivalents held by the Group increased from approximately
RMB457.1 million as at 31 December 2008 to approximately RMB481.8
million as at 31 December 2009. The Group maintained a net cash position
of approximately RMB380.4 million net of bank borrowings and pledged
bank deposits for banking facilities, representing an approximate increase
of RMB37.0 million as compared to the net cash as at 31 December
2008. The Group continued to maintain a strong liquidity position with
low gearing and healthy cash flows. The Group generated a net cash
inflow from operating activities of approximately RMB108.8 million for
the year ended 31 December 2009 (2008: RMB257.2 million).
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The Group’s bank borrowings outstanding as at 31 December 2009
amounted to approximately RMB10.5 million (at 31 December 2008:
RMB7.8 million). Approximately RMBO.5 million (at 31 December 2008:
RMB7.8 million) of the Group’s bank borrowings were carried at fixed
interest rate and approximately RMB10.0 million (at 31 December
2008: Nil) were carried at floating interest rate. There was no particular
seasonality of the Group’s borrowings. The Group monitored capital
using a gearing ratio, which is total debt of the Group divided by total
equity of the Group. Total debt to equity ratio of the Group expressed
as a percentage of interest bearing loans and other borrowings over
the total equity of approximately RMB1,238.1 million (at 31 December
2008: RMB1,220.7 million) was approximately 0.9% as at 31 December
2009 (at 31 December 2008: 0.6%). Bank deposits pledged for banking
facilities as at 31 December 2009 was approximately RMB90.9 million
(at 31 December 2008: RMB105.9 million).

As at 31 December 2009, the Group’s current ratio was approximately
4.0 times (at 31 December 2008: 3.2 times) based on current assets of
approximately RMB1,040.6 million (at 31 December 2008: RMB1,023.0
million) and current liabilities of approximately RMB258.5 million (at
31 December 2008: RMB316.7 million). Trade receivable turnover days
were approximately 86.1 days for the year ended 31 December 2009 as
compared to approximately 74.3 days for the year ended 31 December
2008. Inventory turnover days were approximately 59.4 days for the
year ended 31 December 2009 as compared to approximately 60.4
days for the year ended 31 December 2008. Trade payable turnover
days were approximately 86.3 days for the year ended 31 December
2009 as compared to approximately 77.1 days for the year ended 31
December 2008.

Net Current Assets and Net Assets

The Group’s net current assets as at 31 December 2009 were approximately
RMB782.1 million, increased by approximately 10.7% from the balance
of approximately RMB706.4 million recorded as at 31 December 2008.
Net assets rose to approximately RMB1,240.1 million, representing an
increase of approximately RMB18.9 million or 1.5% over the balance
as at 31 December 2008.

Pledge of Assets

As at 31 December 2009, bank loans of approximately RMBO0.5 million
(at 31 December 2008: RMB1.0 million) were secured by the Group’s
motor vehicles with a carrying amount of approximately RMB2.3 million
(at 31 December 2008: RMB2.6 million) and bank loans of RMB10.0
million was an unsecured bank loan.
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Commitments

The Group’s capital commitments outstanding as at 31 December 2009
amounting to approximately RMB172.7 million (at 31 December 2008:
RMB137.9 million) was mainly attributed to the setup of the upstream
bare battery cell production business in Fuzhou.

Contingent Liabilities
As at 31 December 2009, the Group has not provided any form of
guarantee for any company outside the Group and has not involved
in any material legal proceedings for which provision for contingent
liabilities was required.

Capital Structure

During the year, as part of the consideration pursuant to the agreement
for the acquisition of the operating assets of Chaolitong Electronic
Company Limited (“CLTE"), the Company issued and allotted 10,000,000
shares of nominal value HK$0.10 each at HK$1.18 each to the Vendor
on 29 April 2009. Consequently, the issued share capital of the Company
was increased by HK$1.0 million (represented by 10,000,000 ordinary
shares) to approximately HK$103.2 million (represented by 1,032,001,246
ordinary shares).

Foreign Exchange Exposure

For the year 2009, the Group conducted its business transactions
principally in Renminbi (“RMB"). The Group has not experienced any
material difficulties or negative impacts on its operations as a result
of fluctuations in currency exchanges rates. Although the Group has
certain bank balances denominated in United States Dollars, Japanese
Yen and Hong Kong Dollars, their proportion to the Group’s total assets
is insignificantly. The Directors considered that no hedging of exchange
risk is required and there were no financial instruments being used for
hedging purposes during 2009. 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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Employee, Remuneration Policies and Share Option Scheme

As at 31 December 2009, the Group had 3,314 full-time employees
(2008: 3,730). The salaries of the Group’s employees were determined by
the personal performance, professional qualification, industry experience
of the employee and relevant market trends. The Group ensures all
levels of employees are paid competitively within market standard and
employees are rewarded on a performance-related basis within the
framework of the Group’s salary, incentives and bonus scheme. The
management reviews the remuneration policy of the Group on a regular
basis and evaluates the working performance of the employees. The
remuneration of the employees includes salaries, allowances, year-end
bonus and social insurance. According to the relevant prevailing laws and
regulations of the PRC, the Group has participated in the social insurance
plans set up by the related local government authorities, including
pension funds, medical insurance (including maternity insurance),
unemployment insurance and work-related injury insurance. The Group
has also participated in the mandatory provident fund scheme for its
Hong Kong employees in accordance with the Mandatory Provident Fund
Scheme Ordinance (Chapter 485 of the Laws of Hong Kong).

The Company’s share option scheme (the “Scheme”) was adopted
pursuant to a resolution passed on 3 December 2006 for the primary
purpose of providing incentives to directors and eligible employees. Under
the Scheme, the Board may grant options to eligible employees, including
directors of the Company and its subsidiaries, to subscribe for shares in
the Company. The Scheme was adopted for a period of 10 years and the
Company by ordinary resolution in general meeting or the Board may at
anytime terminate the Scheme without prejudice to the options granted
during the life of the Scheme and which remain unexpired immediately
prior to such termination. As at 31 December 2009, the number of
shares in respect of which options had been granted under the pre-
initial public offering share option scheme (the “Scheme”) adopted by
the Company prior to its listing and which remained outstanding under
the Scheme was 9,388,000 shares (at 31 December 2008: 16,429,000
shares), representing approximately 0.9% (at 31 December 2008: 1.6%)
of the shares of the Company in issue at that time. Since the adoption
of the Scheme and as at 31 December 2009, no share option has been
granted or exercised under such Scheme and 7,041,000 share options
expired during the year 2009.
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Use of Proceeds

The Company raised proceeds of HK$604.0 million in aggregate as a result
of the initial public offering (“IPO") of the Company and net proceeds
of approximately HK$568.3 million were received after the deduction of
relevant IPO fees and commission incurred. Up to 31 December 2009,
the Group has utilized approximately RMB177.4 million (equivalent to
approximately HK$201.5 million) on the expansion of production capacity
and plant construction, approximately RMB127.3 million (equivalent to
approximately HK$144.6 million) on brand promotion and improvement of
Group's distribution network, approximately RMB128.2 million (equivalent
to approximately HK$145.6 million) on the acquisition of the Sale Assets
of CLTE and the Sale Interest of CLTT, and approximately RMB55.0 million
(equivalent to approximately HK$62.5 million) on repayment of bank
borrowings. Remaining net proceeds of approximately RMB12.4 million
(equivalent to approximately HK$14.1 million) were mainly used as daily
working capital and held as deposits with banks in the PRC.
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EXECUTIVE DIRECTORS

Fang Jin, aged 51, is an Executive Director and the Chairman of the Group,
and is a senior economist. He is also a co-founder of the Group which
was founded in December 2006. Mr. Fang is mainly responsible for the
Group's developmental planning, operational and corporate investment
decision-making and brand strategy. Mr. Fang has been leading the
Board for collective decision-making for years and has set a very clear
direction for SCUD product management and brand construction. He
commenced his career at the age of 18, and has accumulated over
twenty years of experience in the mobile phone accessories industry
and related operation management. He has very keen discernment and
vision on the exploration of brand market and the marketability of new
products. Prior to the establishment of Scud (Fujian) Electronics Co. Ltd.
(“Scud Electronics”) in 1997, Mr. Fang was engaged, as a sole proprietor,
in the sale of communication products and accessories in the PRC. In
December 1996, he established Cai Hong Group (Hong Kong) Co. Ltd.
("Cai Hong") in conjunction with partners including Mr. Lin Chao (and
established Scud Electronics in October 1997). Mr. Fang has received

several awards including:

2003 National Advanced Individual On Projects of End Users’
Satisfaction

2004 Excellent Runners of Technological Private Enterprises in
China

2004 Fujian Top Ten Venture Heroes in the Commercial Sector

2005 China Top Ten Excellent Entrepreneurs in Brand
Construction

2005 The Mudell's World Executive Awards for Achievement in
Business and Economy

2006 Annual Excellent Persons in Fujian Economy

2006 National Excellent Managers of Users' Satisfaction

Mr. Fang is the Vice Chairman of the Joint Industrial and Commercial
Association of Mawei District in Fuzhou City Economic and Technological
Development Region, the Chairman of the First Committee of Fujian
Productivity Association, the First Honorary Chairman of the Fuzhou
Chamber of Commerce in Shenzhen, a member of the 5th Standing
Committee of the Association of the Battery Industry in China and a
member of China Association for Quality Inspection.
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Mr. Fang is the sole director and shareholder of Swift Joy Holdings
Limited, which is a substantial shareholder of the Company. As at
31 December 2009, Mr. Fang was interested in 402,000,000 shares,
representing approximately 38.95% of the issued share capital of the
Company, and 2,000,000 shares in respect of which options had been
granted and remained outstanding under the Company’s pre-listing share
option scheme, representing approximately 0.19% of the issued share
capital of the Company, within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO").

Guo Quan Zeng, aged 49, is an Executive Director and Chief Executive
Officer of the Group, and is an engineer. He is responsible for the
management of the Group’s daily operations. He joined the Group in
July 1997. He had been the managers of the research and development
department, sales department, planning department, production
department and quality control departments of Scud Electronics, and had
been director, vice general manager and vice president. He has abundant
experience in junior level management in OEM business development,
brand promotion, product research and development and quality control.
Prior to joining the Group, Mr. Guo was a lieutenant commander engineer
of the PRC navy mainly responsible for establishing and maintaining
wireless telecommunication systems. Mr. Guo has over 26 years of
experience in the research and development and quality management in
electronic products. Mr. Guo graduated from the Navy Senior Electronic
Engineering School with a bachelor’s degree in radio telecommunication
engineering in 1983.

Mr. Guo is the sole director and shareholder of Cheer View Holdings
Limited, which is a substantial shareholder of the Company. As at
31 December 2009, Mr. Guo was interested in 18,000,000 shares,
representing approximately 1.74% of the issued share capital of the
Company, and 1,400,000 shares in respect of which options had been
granted and remained outstanding under the Company’s pre-listing share
option scheme, representing approximately 0.14% of the issued share
capital of the Company, within the meaning of Part XV of the SFO.
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Li Hui Qiu, aged 44, is an Executive Director and is a senior economist.
Mr. Li assists the Chairman of the Group in managing the Group’s internal
management, information system, external administrative affairs and
investments. Mr. Li joined the Group in January 2003 and had excellent
achievement in the setting up of the Group’s information system and the
implementation of brand strategy. Mr. Li was the Director and Executive
Deputy General Manager of Fujian Yutek Electronics Company Limited,
a company held by Furi Stock Company Limited, Deputy Head of the
enterprise management division of Liaoning Investment Group, Director
of Shenyang Jinjian Short Fiber Composite Material Company Limited, a
company held by Liaoning Investment Group, Director of Liaoning Jianye
Technology Development Co. Ltd. and production factory head of No.35
Factory of Shenyang Aircraft Industry Group. Mr. Li has accumulated
nearly 20 years of experience in manufacturing industry management.
Mr. Li graduated from the Nanjing Aeronautic University in 1988 with
a Bachelor’s degree in engineering. In 1998, he graduated from Beijing
Aeronautic University with a Master’s degree in engineering. As at 31
December 2009, Mr. Li was interested in 1,120,000 shares in respect of
which option had been granted and remained outstanding under the
Company'’s pre-listing share option scheme, representing approximately
0.11% of the issued share capital of the Company, within the meaning
of Part XV of the SFO.

Huang Yan, aged 30, is an Executive Director and the General Manager
of Scud Battery Co. Ltd. (“Scud Battery”). She is responsible for the
main operation of the Group’s own brand business division, brand
culture construction, brand market integration and development of
sales distribution channel. Ms. Huang accumulated years of experience
in the business of telecommunication products and is dedicated to
technology innovation, management and establishing and maintaining
distribution channels of the Group. Her contributions were essential to
making the “SCUD"” brand to becoming one of the most valuable and
most influential brands in the PRC market, and driving the growth of the
business under the “SCUD" brand to achieve large scale productions,
expanding product types of the Group as well as eventually increasing
the Group’s presence in the global market.
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Ms. Huang graduated from Fujian Cadet Academy of Economic
Management in 1999 in the specialty of trading. She is currently a master
degree student at Xiamen University. She joined the Group in February
2001 and has served as the operation manager, vice-general manager
and the executive deputy vice-general manager of the Group’s own brand
business division. She has strong knowledge in the management of brand
business, production planning and team building. She was appointed as
an Executive Director of the Company on 30 December 2009. As at 31
December 2009, Ms. Huang was interested in 80,000 shares in respect
of which option had been granted and remained outstanding under the
Company’s pre-listing share option scheme, representing approximately
0.01% of the issued share capital of the Company, within the meaning
of Part XV of the SFO.

NON-EXECUTIVE DIRECTORS

Lin Chao, aged 44, had been an Executive Director and Non-executive
Director of the Company successively during the Review Period and
resigned as a director of the Company on 30 December 2009. He was
a co-founder and Vice Chairman of the Group which was founded
in December 2006 and an economist. Mr. Lin was mainly responsible
for assisting Mr. Fang to formulating the Group’s development and
operations, investments and brand strategies. Mr. Lin had excellent
performance in aspects of OEM business development, purchasing cost
control and customer relationship. In 1997, in conjunction with Mr.
Fang Jin as a partner, he established Cai Hong (and established Scud
Electronics in October 1997). Mr. Lin had been a director, vice general
manager, general manager and chief executive of Scud Electronics and
possessed over 20 years of experience in business development and
inventory control in the electronics industry. Mr. Lin was originally a staff
member of a State-owned enterprise, and entered the commercial sector
in 1986. He was engaged, as a sole proprietor, in the distribution and
retail sale of telecommunication products such as telephones, walkie-
talkies and long- distance cordless phones in Fuzhou, the main accessories
of which include mobile phone batteries and chargers. He also set up
repair workshops to provide after-sale maintenance services. Mr. Lin is
a member of China Association for Quality Inspection, a member of the
standing council of Fuzhou Foreign Investment Association and a member
of the 11th Committee of the Chinese People’s Political Consultative
Conference of Fuzhou City.
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Mr. Lin is the sole director and shareholder of Right Grand Holdings
Limited, which is a substantial shareholder of the Company. As at
31 December 2009, Mr. Lin was interested in 142,240,000 shares,
representing approximately 13.78% of the issued share capital of the
Company, and 1,600,000 shares in respect of which options had been
granted and remained outstanding under the Company’s pre-listing share
option scheme, representing approximately 0.16% of the issued share
capital of the Company, within the meaning of Part XV of the SFO.

Ho Man, aged 40, was a non-executive Director of the Company during
the Review Period until he resigned as a director of the Company on
20 October 2009. He holds a Master of Science degree in Finance from
the London Business School, and is a Chartered Financial Analyst and
Certified Public Accountant. Mr. Ho has over 10 years of experience in
private equity and he has been responsible for deal sourcing, evaluation
and structuring, negotiation, post investment monitoring and realization,
with particular emphasis on Hong Kong and the PRC. Mr. Ho joined the
Group as a non-executive Director of the Company on 3 December 2006.
Mr. Ho was also a director of CLSA Private Equity Management Limited
which is a general partner of Aria Investment Partners II, L.P. (“Aria I1").
Aria Il had a controlling interest in Neng Liang Limited, being a substantial
shareholder of the Company, during the Review Period.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Loke Yu, alias Loke Hoi Lam, aged 60, is an independent non-executive
Director of the Company and Chairman of each of the Audit Committee,
Remuneration Committee and Nomination Committee, respectively, of
the Company. Dr. Loke has over 35 years of experience in accounting
and auditing for private and public companies, financial consultancy and
corporate management. He holds a Master of Business Administration
Degree from the University Teknologi Malaysia and a Doctor of Business
Administration Degree from the University of South Australia. Dr. Loke
is a Fellow of The Institute of Chartered Accountants in England and
Wales, Hong Kong Institute of Certified Public Accountants and The
Hong Kong Institute of Directors. He is also an Associate Member of
The Institute of Chartered Secretaries and Administrators and a Member
of Malaysian Institute of Accountants. He is currently the Chairman of
MHL Consulting Limited and serves as an independent non-executive
director of Vodone Limited, Matrix Holdings Limited, Bio-Dynamic Group
Limited, China Fire Safety Enterprise Group Holdings Limited, Winfair
Investment Company Limited and Zhong An Real Estate Limited, all being
companies listed on The Stock Exchange of Hong Kong Limited (“Stock
Exchange”). He joined the Company as an independent non-executive
Director on 14 May 2009.
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Wang Jing Zhong, aged 54, is an independent non-executive Director
of the Company and a senior engineer. He graduated from East China
University of Science & Technology with a Bachelor’s degree in chemistry.
He has nearly 13 years of experience in the management of the battery
industry. He had served as the engineer-in-charge of the household
products division in the Ministry of Light Industries, as deputy department
head of the campus department of the Education Bureau and as the
deputy officer-in-charge of the Household Products Office. He is currently
the Executive Vice-president and Secretary General of China Battery
Industry Association. Mr. Wang joined the Company as an independent
non-executive Director on 3 December 2006.

Wang Jian Zhang, aged 64, is an independent non-executive Director
of the Company and is a senior engineer. Mr. Wang graduated from
Xian Military Institute of Telecommunication Engineering. He has 23
years of experience in electronic technology and management. Prior
to joining the Group, Mr. Wang had served as deputy director of the
Promotion Division of Comprehensive Planning Department under
Ministry of Electronics Industry, director of the Comprehensive Planning
and the Investment Division under Ministry of Mechanical and Electrical
Industry, director-general of the Comprehensive Planning Department
under Ministry of Electronics, and director-general of the Comprehensive
Planning Department under the Ministry of Information Industry. Mr.
Wang joined the Company as an independent non-executive Director
on 3 December 2006.

Heng Kwoo Seng, aged 62, had served as an independent non-executive
Director of the Company and Chairman of the Audit Committee of the
Company during the Review Period until he resigned on 14 May 2009. He
is the managing partner of Morison Heng, Certified Public Accountants
in Hong Kong. He is a fellow member of the Institute of Chartered
Accountants in England and Wales and an associate member of the
Hong Kong Institute of Certified Public Accountants. He has worked
with a number of companies listed on the Stock Exchange of either in
the capacity of company secretary or as an independent non-executive
director. He joined the Company as an independent non-executive
Director on 3 December 2006.
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SENIOR MANAGEMENT

Pan Liang Chun, aged 36, is currently the general manager of Scud
Electronics (Shenzhen) Co., Ltd. (“Scud Shenzhen”). He is responsible
for the entire operations of Scud Shenzhen. The main operation of Scud
Shenzhen was originally commercial premiums and OEM products and
has now been completely directed to the production of SCUD brand
products. Mr. Pan joined the Group in December 2001 and had served
as the director of the operation of the north-western, central and
Guangdong Regions of the Scud Electronics and the general manager
of the Own Brand Affairs Department. He had superior judgment and
wisdom in brand market development and planning. Prior to joining the
Group, Mr. Pan was the head of the manufacturing division of Fuging
Dayi Electronic Company Limited, general manager of Fuzhou Weitong
Leatherware Company Limited and general manager of Gansu Wanling
Telecom Equipment Company Limited. Mr. Pan has nearly ten years of
experience in the sales of telecommunication products. Since he joined
the Group, he has been mainly responsible for the development of sales
distribution, brand construction and marketing management. Mr. Pan
graduated from Fujian Broadcasting University in 1997 with a Bachelor’s
degree in business administration.

Zhang Li, aged 39, is currently the general manager of Scud Electronics,
and is responsible for the entire operations of Scud Electronics. The
business of Scud Electronics is the production of OEM products, including
mobile phone batteries, chargers, notebook computer batteries and
motive batteries. Mr. Zhang joined the Group in October 2003 and had
been the deputy general manager of Scud Electronics. Prior to joining
the Group, Mr. Zhang had served as manager in the industrial design
department of Fujian Start Network, as manager of the research and
development department, of the accessories department and of the
sales department of Fujian Communications and Broadcasting Industrial
Company. He has nearly 30 years of experience in the telecommunication
industry. Mr. Zhang graduated from the Mechanical Engineering Faculty of
Jiangxi University in 1978. He was granted the qualification of practising
as an engineer in 1992 and was granted the qualification of practising
as a senior engineer in 1999.

BREEAR

ERE 365 RARERETCRINERAR (R
ERFRINDALE  BERERRINEREEE
B REBANEEXZERBECEMOEMER - ]

EHRELARERMEERER - BEER_ZFT
—Ft_AMAREE BEREBREFEHEME

¥urEtE EhRAREREEBEE BB
¥HAERERY EaEmBmi5hEMNKETE
BHRENEMTNEEER - MAKREER - FEE
BEBBEAEETFAERAFRERAR TEE@#IL

REBRARLKE HRBEEARMBERA
RGTE - BEERI T FRMEMS HER 7JIJ/\

AEER  BELETBEHINDHEBORAE
MR FEEER - /%%E*ﬂﬂkiiiﬁé%mﬁi
LEERERABINEREE -

RR -39 BAREREFRLE  BERER
BEFHERBKEEIE - REBREFHEHROEMERK
WE BEBHEFEBMMAES  ELAEH -

PHENE - RAEAZZTZ=F+AMALEE -

BERTERETRALE - MAXEER - REE
BHETRBA - RIEREEREEMK TERGHL
B GEBEERIEARMBLEREEIMKL
BMEEAKIE AT tEBATETIELS -
RAEE—NENFRIAAEHRUETRRE
¥ —NNZFEIBRMERER —AhhFE
SR TIZRM BN -




DIRECTORS AND SENIOR MANAGEMENT EEMgNEIE=

Qiu Jun Ming, aged 62, was the general manager of Scud Electronics
during the Review Period until he retired on 18 December 2009. He
was responsible for the entire operations of Scud Electronics, where
the business of Scud Electronics is the production of OEM products,
including mobile phone batteries, chargers, notebook computer batteries
and motive batteries. Mr. Qiu joined the Group in April 2004 and had
been the general manager of the notebook business department and
the vice president of Scud Electronics. Prior to joining the Group, Mr.
Qiu had served as consultant at Perfect Source Tech (PST) Co., Ltd., as
director and vice president of the Solomon Group, as general manager
of Chen-Hsong Machinery Co., Ltd., as general manager of Jimmy Hi-
Tech Co., Ltd. and as staff manager of Radio Corporation of America.
He has nearly 36 years of experience in the electronics manufacturing
industry. Mr. Qiu graduated from the Mechanical Engineering Faculty
of the Taipei Institute of Industry in Taiwan Province in 1967 and from
Chung Yuan Christian University with a Master’s degree in information
technology in 1987.

Yeung Mun Tai (FCCA, CPA), aged 33, is the Qualified Accountant
and Company Secretary of the Company. He is the Chief Financial
Officer of the Group and is responsible for the overall financial and
accounting affairs. He is a member of the Association of Chartered
Certified Accountants and a member of the Hong Kong Institute of
Certified Public Accountants. Prior to joining the Group, Mr. Yeung
worked as an auditor in an international accounting firm. He has more
than 10 years of experience in the accounting field. He has a Bachelor’s
degree in Business Administration and Accounting. Mr. Yeung joined
the Group in September 2005.
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The board of directors (the “Board”) of SCUD Group Limited (the
“Company” and, together with its subsidiaries, the “Group”) presents
its annual report and audited consolidated financial statements for the
year ended 31 December 2009.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal activities
of its major subsidiaries are set out in note 35 to the consolidated
financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2009 are set
out in the consolidated income statements on page 65.

A final dividend for the year ended 31 December 2009 of HK$0.02
per share, amounting to a total final dividend of approximately
RMB18,173,000, is to be proposed for the approval of shareholders at
the forthcoming annual general meeting of the Company.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements during 2009 in the property, plant and
equipment of the Group are set out in note 13 to the consolidated
financial statements.

SHARE CAPITAL

Details of the movements during the year in the share capital are set
out in note 28 to the consolidated financial statements.

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company’s reserves available for distribution to shareholders as at
31 December 2009 comprised the accumulated profits, other reserves
and share premium of approximately RMB598.5 million (2008: RMB785.3
million).
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DIRECTORS AND SERVICE CONTRACTS

The Directors of the Company during the year and up to the date of
this report were:

EXECUTIVE DIRECTORS:
Fang Jin (Chairman)

Guo Quan Zeng (Chief Executive Officer)
Li Hui Qiu
Huang Yan (appointed on 30 December 2009)
NON-EXECUTIVE DIRECTORS:
Lin Chao (Vice Chairman)

Ho Man

(resigned on 30 December 2009)
(resigned on 20 October 2009)

INDEPENDENT NON-EXECUTIVE DIRECTORS:

Loke Yu appointed on 14 May 2009)
Wang Jing Zhong reappointed on 14 May 2009)
reappointed on 14 May 2009)
resigned on 14 May 2009)

(
(
Wang Jian Zhang (
(

Heng Kwoo Seng

According to the requirements of Article 86(3) of the articles of association
of the Company, any Director appointed to fill a casual vacancy on the
Board shall hold office only until the next annual general meeting of
the Company and shall then be eligible for re-election. Ms. Huang Yan,
who was appointed on 30 December 2009 to fill the casual vacancy
which resulted from Mr. Lin Chao’s resignation, will hold office until the
Company’s annual general meeting to be held in 2010. Ms. Huang Yan
shall be eligible and will offer herself for re-election in the forthcoming
annual general meeting in 2010.

According to the requirements of Article 87(1) of the articles of association
of the Company, at each annual general meeting one-third of the
Directors for the time being (or, if their number is not a multiple of three,
the number nearest to but not less than one-third) shall retire from office
by rotation provided that every Director shall be subject to retirement
at an annual general meeting at least once every three years. Mr. Fang
Jin, Mr. Guo Quan Zeng and Mr. Li Hui Qiu will retire at the Company’s
annual general meeting to be held in 2010. Mr. Fang Jin, Mr. Guo Quan
Zeng and Mr. Li Hui Qiu, all being eligible, will offer themselves for re-
election in the forthcoming annual general meeting in 2010.
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On 3 December 2009, Mr. Fang lJin, Mr. Lin Chao, Mr. Guo Quan Zeng
and Mr. Li Hui Qiu have renewed their service contracts with the Company
for a term expiring on the date of the annual general meeting to be held
by the Company in 2011 under which Mr. Fang Jin, Mr. Lin Chao, Mr.
Guo Quan Zeng and Mr. Li Hui Qiu have no director’s fee according to
their service contracts but the Board may consider discretionary bonus
payments based on performance. Subsequently Mr. Lin Chao resigned
on 30 December 2009 and Ms. Huang Yan appointed on the same day
as an executive director of the Company. The Company entered into a
service contract with Ms. Huang Yan on the same day for a term expiring
on the date of the annual general meeting to be held by the Company
in 2011 under which Ms. Huang Yan has no director’s fee according
to her service contract but the Board may consider discretionary bonus
payments based on performance.

There are no service contracts for any of the Directors who are nominated
for re-election at the forthcoming annual general meeting in 2010 which
are not determinable by the Group within one year without payment of
compensation (other than statutory compensation).

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES

As at 31 December 2009, the relevant interests or short positions of
the Directors and chief executive 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 Future Ordinance (“SFO"),
which are required to be notified to the Company and The Hong Kong
Stock Exchange Limited (“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:

RZZBZNF+T-A=B FE&EE HBEEE -
BREFERFERELECEARAEREREA
B EPREARRBRT - —FREAFAGH
HfEim o B TERELE  MBEE  FREBELE
RFEMAERBERFANLERSGESES
BEEEESRBEERREFENHBRD - Hi& -
MBEER-_ZENFT-_A=+THEE maEk
NARFRARZERETRRNITESE - ARRRA
BEEHNMNEFIZRBEL  EHRARRREITZ
T-—FRRBFRSAHER - &t =K/ E
REERBANVLEESESHNE  BEEER
BERREBEHHPBERS -

TAE_Z-ZFEERREFAGRRERETL
EXVERBAKETNAE—FAMEBECEER
ERRINIER T TIAL I Z RBAL] -

EERBETHRAEZROESR
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RIZBEAF+-A=+—H EFRESTERA
BRARRHEEMEEER(ERERE S RIS K
b ([ 785 S BRI 1) EEXVER) 2 R AR 1 RRABRAAR
MR BEEREHNARRIRE R L BE G E352158
EFNERMAEIRIERE R MEGHIEXVEETR
8D BIREF LB RAIFTENERIORE) - M
ERREEEBRERZMBERAR(BRMESL
MRAMT ETRANDEBESFTETELRRS ZHEX
ARAARRI LB RABEZREFRGIERE LR
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Name of Director

EEEE

Fang Jin
Pakia

Guo Quan Zeng
R

Li Hui Qiu
FEMN

Huang Yan

Capacity
37

Corporate interest (Note 1)
NaEliEm (FEE 1)

Beneficial interest

£ 4

B

Bk

N

Corporate interest (Note 2)
~aEltEs (FisE 2)
Beneficial interest

e

1

i

Bk
Bk

\r

Beneficial interest

e

3

i

Bk
Bk

i

Beneficial interest
EaniEm

Number of
ordinary shares

Percentage of
the issued
share capital

of the Company

subject to (Note 3)

Number of  options granted ER VN
issued ordinary PR B AR R 2 RITRA
shares held BR2Z ZAEDL
ZEREAE ZEREE (PfFEE 3)
402,000,000 - 38.95%
- 2,000,000 0.19%
18,000,000 - 1.74%
- 1,400,000 0.14%

- 1,120,000 0.11%

- 80,000 0.01%

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 Cheer View Holdings
Limited, whose entire issued share capital is held by Guo
Quan Zeng.

Note 3:  As per the provisions of the SFO, we have taken into account
the number of shares of the Company in issue as at 31
December 2009, i.e. 1,032,001,246 Shares, when calculating
this percentage.

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 31 December 2009.

MizE1 s ZEROBARZERERAREESH
HEMe BTl eRa -

Wek2 : ZERDBANRSERERARERES -
H2IH e 8T MmMBDBRIERHEE o

ME3: WEZFHFRPEEANEKEN RETEZ
BOLE Bt kBEZ2-ZEThF+=
A=+—HEZETHARERMNEE - &
1,032,001,246 A% &1 °

BALEBEEN RZFTAF+_A=+—H"
$E%4H§$YE*EHIBU\E\&& EZBBEANLERNAR
AISRE M AEREE 2 E M AR RO P A
EfEEIAR °

—ETNEFH REBREEERALA —\J— ’
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SHARE OPTIONS

Particulars of the Company’s share option schemes, namely Pre-IPO Share
Option Scheme and Post-IPO Share Option Scheme, are set out in note
31 to the consolidated financial statements.

PRE-IPO SHARE OPTION SCHEME

(@) The following table discloses movements of shares in the Company’s
Pre-IPO Share Option Scheme during the period from 1 January
2009 to 31 December 2009.

B

ARBZBEREFE DR AERARABERBRE
AEREARARRABRERBRETS . ARFBER
AT RAMEES -

BRARBERERES

(@ TEEBE-TTAF—A—AE-TTAF
+A=+— B BREA AR ER AR EN
TR B 28 -

Name Date of grant Exercise  Outstanding Granted Exercised Forfeited Expired  Outstanding

£ BEAH pricc  at 1.1.2009 during  during the during during  at 31.12.2009
TEE R-ZENE the year year the year theyear R-ZEAE
(HKS) —-F-H RER RER RER RER +ZA=t-H
(#7) W AT Rit (ki BE L WARTE

Category I:

Co

Directors

2

Fang Jin 21.12.2006 2.02 3,500,000 - - - 1,500,000 2,000,000

Lin Chao (Note i) 21.12.2006 2.02 2,800,000 - - - 1,200,000 1,600,000

M (M)

Guo Quan Zeng 21.12.2006 2.02 2,450,000 - - - 1,050,000 1,400,000

R

Li Hui Qiu 21.12.2006 2.02 1,960,000 - - - 840,000 1,120,000

e

Huang Yan (Note ii) 21.12.2006 2.02 140,000 - - - 60,000 80,000

EEAGED)

Total directors 10,850,000 - - - 4,650,000 6,200,000

EE4

Category II:

FB:

Senior management: 21.12.2006 2.02 2,240,000 - - - 960,000 1,280,000

BRERE

Category III:

£=8:

Other staff 21.12.2006 2.02 3,339,000 - - - 1,431,000 1,908,000

AET

Total of all categories 16,429,000 - - - 7,041,000 9,388,000

ARt

Notes: PsE

(i)  resigned as director on 30 December 2009;

(i)  appointed as director on 30 December 2009.

() RZEZNFT+_A=THEIES:
(i) ?:%%hiﬁL:ﬂEJrEIZ%%E%%

o
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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

TEBRERBET 2R

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 Em AR R —EFRE AR
FOMMBE 2 &AL (BEERERX)

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

i b R ERRE R REF RS E A R
M= BFrHEARIE(BEEERR)

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)

B Em AR = BFRE AR
FOMIBE 2 & AHIE(BEERERX)

The exercise price is determined by the Directors of the Company and
was fixed at HK$2.02 per share.

POST-IPO SHARE OPTION SCHEME

No options have been granted under the Post-IPO Share Option Scheme
as at 31 December 2009.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
CONVERTIBLE BONDS

Save as disclosed under the heading “Share Options” above, at no time
during the year ended 31 December 2009 was the Company or any of
its fellow subsidiaries and subsidiaries, a party to any arrangements to
enable the directors of the Company to acquire benefits by means of the
acquisition of shares in, or convertible bonds (including 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.

1R % L IR AE LB AR A bR E R D BB AT
MR R RIS FE IR BB
-

Maximum percentage of options exercisable

ATEBRREZRES S

30% of the total number of Options granted
ERHEREAEZ 30%

30% of the total number of Options granted
ERHERERE 30%

40% of the total number of Options granted
ERHEREREZ 40%

TEERARRESET MAEEZTRERS
§%2.028 7T

BRXARBERBRESTS

RIBZENF+-_A=1T—8 REBRIMAEE
RBEAE BB ER DA RBRE -

ESWBROIES 2ER

BEXBEREIETRESEI  ARF - HEEA
AREAERNRRMERRARMBARRBE_TF
NFFTZA=+—"ALFEMETIEMZH - &
FEARAEFAEBRBARASERMEMEAE
BBROIEFESF(BREES) AERAE - TE
B REZEBIT\BRATZFREREME
MARBAR DR 2 B HITEEATZZRER) o

—ETNEFH REBREEERALA —\’/— )
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2009, the following persons (other than directors
or chief executive 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):

FERR

RIZBBAF+ZA=+—0 A TFTALEFER
AEERRSTRABR)RARBZ EBRTHEEIR
B LB RO EXVERF 2 3D 8B 2 R AR A
NAEE - HBELARRARERZF RS EOIZE
3368017 B < ie kA 2 R SR A -

HR(RQEEREECI10BTZEER):

Name of shareholder

IRER A

Swift Joy Holdings Limited
MARIERBRA A

Lin Chao
iR

Right Grand Holdings Limited
ERZERAR AT

Aria Investment Partners II, L.P.

Calyon Capital Markets Asia B.V.

Calyon Capital Markets

International SA

Calyon S.A.

w b SCUD GROUP LIMITED ANNUAL REPORT 2009

Capacity
3%

Beneficial owner

Emfa A

Corporate interest (Note 1)
AR (M 1)
Beneficial owner (Note 1)

EnHERAGEE 1)

Beneficial owner

Ema A

Corporate interest
NEIER

Corporate interest

NEIES

Corporate interest
ol E

Corporate interest
NEIER

Number of
issued ordinary

Percentage

of the issued
share capital of
the Company as at
31 December 2009

shares/underlying R-ZEZNEF
shares held +=—B=+—8H
FBERTEER EARATE#T
HERGEE BREZBDL
402,000,000 38.95%
142,240,000 13.78%
1,600,000 0.16%
142,240,000 13.78%
93,001,246 (Note 2) 9.01%
(FfisE 2)
93,001,246 (Note 2) 9.01%
(PfF3E 2)
93,001,246 (Note 2) 9.01%
(Mfzx 2)
93,001,246 (Note 2) 9.01%

(Bf=E 2)




DIRECTORS' REPORT B2 )4

Name of shareholder

RERESE

CLSA Capital Partners Limited

CLSA B.V.

CLSA Private Equity

Management Limited

Credit Agricole S.A.

Neng Liang Limited

SAS Rue la Boetie

Capacity
37

Corporate interest

NG

Corporate interest

NG S

Corporate interest
NEIER

Corporate interest
NG £

Beneficial owner

BEaHEFA

Corporate interest

Note 1:

Note 2:

NEIES

These shares are directly held by Right Grand Holdings Limited,
whose entire issued share capital is held by Lin Chao. Lin Chao
is interested in 1,600,000 ordinary shares subject to options
granted under the Share Option Scheme.

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 Il, 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.

HIaET

MEE2 -

Number of

issued ordinary
shares/underlying
shares held

e BTEBER
HERODEE

93,001,246 (Note 2)
(Pf5E 2)

93,001,246 (Note 2)
(PF5E 2)

93,001,246 (Note 2)
(P&E 2)

93,001,246 (Note 2)
GE)

93,001,246 (Note 2)
(P 2)

93,001,246 (Note 2)

Percentage

of the issued
share capital of
the Company as at
31 December 2009
R-BZAE
+=-HA=+—H
ERRRE BT
RAEZBEDL

9.01%

9.01%

9.01%

9.01%

9.01%

9.01%

(B3 2)

hERDBERERERARERZTS
MZ AR M2 E BEITIRAN BB L £
A o FRAB 5 4 7,600,0000% & i A% & 7
Bz WASREBRETEIIR HOE
REFEFTRR o

IR AIEE X PTHR &2 2 HEam HEFE R 4%+ SAS
Rue la Boetie¥fCredit Agricole S.A.#
B333%2 # #l - Credit Agricole
S.A¥fCalyon S.A#EHB33.3% 2 4 -
Calyon S.A.¥fCalyon Capital Markets
International SA%E 533.3% .2 = il # -
Calyon Capital Markets International SA
#Calyon Capital Markets Asia B.V.%
B333%2 % | # - Calyon Capital
Markets Asia B.V.¥{CLSA B.V.##H33.3%
2 ¥ H 4 CLSA B.V. ¥fCLSA Capital
Partners Limited# 533.3% 2 = i # -
CLSA Capital Partners Limited¥fCLSA
Private Equity Management Limited#
£33.3% 2 £ §# + CLSA Private Equity
Management Limited¥fAria Investment
Partners Il, L.PHE B1%2 5 %l # -+ Aria
Investment Partners I, L.P.¥fNeng Liang
Limited# H33.3%,2 & I #& - it -
BEBFEHLPEGRD FASREES
B # 18 A& ®Neng Liang Limitedff # 2
93,001,246 (A HE A 2R o

—ETNEFH REBREEERALA _\J_ ’
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Save as disclosed above, as at 31 December 2009, the Company had
not been notified by any persons (other than directors or chief executive
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.

CORPORATE GOVERNANCE

Report for the corporate governance practice adopted by the Company
is set out on pages 52 to 62 of this annual report.

REMUNERATIONS OF THE DIRECTORS AND THE
FIVE HIGHEST PAID EMPLOYEES

For the year ended 31 December 2009, the total remunerations of the
Directors and the five highest paid employees are set out in note 8 to
the consolidated financial statements.

The Company has established an audit committee, a nomination
committee and a remuneration committee.

AUDIT COMMITTEE

The primary duties of the audit committee are mainly to review the
material investment, capital operation and material financial system of
the Company, to review the accounting policy, financial position and
financial reporting procedures of the Company, to communicate with the
external audit firm, to assess the performance of internal financial and
audit personnel, and to assess the internal control of the Company. At
present, the audit committee of the Company consists of three members
who are Dr. Loke Yu, Mr. Wang Jing Zhong and Mr. Wang Jian Zhang.

BRALREEN RZFTAF+-_A=+—H8"
ARR EEBEMAL(AFARBEEHHZST
BAB)RARB A HAEERO T HEERIEE
N HAE GO EXVEBEE2 K35 B0 2 16 SR M AN A A4
T RARARRARER S LB RDIF3368017F
B ZRsMAz amsuks o

TEER

BEARRMRMZCEERE
FHRES2AEEFE2H ©

EERIUESHFMES M

MZBEEHRAE

REBEE-_FTNAFT_A=1T—HLFE EFK
hfiksSHeEE cMSBBRENEE M BHRERN

BERZEENIERERESARREARKREE
B BEAREENERMBHE BEAQBEFTTH
% MBIRR M SRR T EINEZ A RDE
B ARSI EA BN TERE LR
HWARTIAELEEE - BR - ARRIEZEZE®H=
ZXE (DR AESKEL  THMALENMTIRESE L
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NOMINATION COMMITTEE AND REMUNERATION
COMMITTEE

The primary duties of the nomination committee and remuneration
committee are mainly to study and formulate the criteria of selection
and the remuneration policy of the Directors and the senior management
of the Company, to review candidates for the Directors and the senior
management of the Company, and to review the human resources
development and the utilisation policy of the Company. At present, the
nomination committee and the remuneration committee each consists
of three members who are Dr. Loke Yu, Mr. Fang Jin and Mr. Wang
Jing Zhong.

PRE-EMPTIVE RIGHTS

Although there are no restrictions over the grant of pre-emptive rights
under the laws of Cayman lIslands, no pre-emptive rights have been
granted under the articles of association of the Company.

MAJOR CUSTOMERS AND SUPPLIERS

The top five and the largest customers of the Group represent
approximately 20.4% and approximately 6.2% of the Group’s total
sales of the year, respectively.

The top five and the largest suppliers of the Group represent approximately
26.1% and approximately 14.0% of the Group’s total purchases of the
year, respectively. At no time during the year did a Director, an associate
of a Director or a shareholder of the Company (which to the knowledge
of the Directors owns 5% or more of the issued share capital of the
Company) has equity interests in the top five customers and suppliers
of the Group.

CONNECTED TRANSACTIONS

During the year, the Company and the Group had connected transactions
and continuing connected transactions, certain details of which have
been disclosed in compliance with the requirements of Chapter 14A of
the Listing Rules.

REZEERFMEES

REZBENFMEZ BN EEREEH RN
ARAREENSREBEAENEEEENH SR
B BEARAEFNEREEEREALEER
RAIANNERABEMMABRE - BAT - RRZES
MFHEZEem=—2XKEB(DAIRESHEL - TE
FEEMERELE)AERK -

BrEEHE

BEREREEVLEAARLELEBERNR
HBEARARRAELERBEARRERRLELBE
1o

FERFRHER

RAFEREBBHEHERET  FEEBFRAARTA
B D RIAME20.4% R #16.2% °

WS EAERQERET  AEBERARRA
BLIEFT BILIE26.1% B K914.0% o BREFAE -
2 5 T EL R A ISR S BB % 2 AR
ERARARBEADABEEAES REEAE LR
AHER -

BEXS

FAARRRAREGETHER S RIFERE
Ry BEETHBEER ETRAUFI4IAZHRTIE
G
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On 12 December 2007, the Company entered into a sale and purchase
agreement (the “CLT Agreement”) with Mr. Ma Yuk Sang (the “Vendor”)
for the acquisition of Chaolitong Technology Company Limited (“CLTT")
and the principal operating assets of Chaolitong Electronics Company
Limited (“CLTE") through Joint Smart Holdings Limited (the “Purchaser”),
a company indirectly held by the Company as to 70% and by the
Vendor as to 30%. As a result of the Vendor’s interest in the Purchaser,
this acquisition constitutes a connected transaction of the Company.
The aggregate consideration for this transaction is up to approximately
RMB245.0 million depending on fulfilment of profit targets. The purposes
of this transaction, amongst others, are to consolidate the Group’s market
share by acquiring the principal operating assets of one of the Group’s
major competitor, as well as complementing the Group’s existing sales
network in the PRC. On 29 April 2009, the Company received the audited
accounts of CLTT for FY2008 reporting the net profit after tax for FY2008
is RMB52.2 million (approximately HK$59.3 million), exceeding RMB50
million (approximately HK$56.8 million) being the net profit after tax
target of CLTT for FY2008. Pursuant to the CLT Agreement, the Company
issued and allotted 10 million shares on 30 April 2009 at HK$2.05 per
Share to the Vendor as part of the consideration. Further details on this
transaction are set out in the Company’s circular to Shareholders dated
11 January 2008 and the Company’s announcement dated 9 June 2008,
7 September 2008 and 29 April 2009.

CONTINUING CONNECTED TRANSACTIONS

As stated in the Company’s prospectus dated 11 December 2006, the
Stock Exchange has granted the Company a waiver from compliance
with Chapter 14A of the Listing Rules for the land lease agreement (the
“Lease Agreement”) with Scud Stock (Fujian) Co., Ltd. (“Scud Stock”)
dated 20 June 2004, which has been entered into for the purpose of
leasing factory premises for production use.

R-ZBT+E+-_A+-H ARARESBEEESE
(IErDpEBgeEEEsRAREN] (—HH
KRB RET D RIFEFET0%R30%M A R]) i
RYITTRE BB ER AR (B @EE ) KR
MBNBEFBERAR(BANBRETFNNEZLEE
BEIVEERZ(BHIBRZE]) BHRESIRE
FHEEEZ  ZWESEERAATN—BEER
5 RTRGEXBIER  ZXINERERS
45 AR #245,000,0007T - ZEBEXSHBENAE
PRIBEBEASEEY —FAEEHRFHTFHNES
UREARNEERENTREERAEAERELAER
MMBEER - RZETAFWA=Z+NHE AR
AEEBNBRE _SENFYRFENEEZE
B BT \FUHHRFENRREENFEA
A R #52,200,0007T( %759,300,000/8 7T ) + #B k2
NAME TS N\FHRFENRBRERZFFEE
Z A R #50,000,0007T ( 4756,800,000/5 7T ) ° 1R &
BOBHE ARAR-ZZZANFNA=1THIEZS
[&2.057% 7T [m & 77 %17 & B2 % 10,000,000% A& 17 -
EAREZ D - ZEXZHHE —LHBHNAK
AEIBBREAPA-ZEZ NEF-A+—A8REE R
AARIBHAZZEZENFNANE ZEZTNFA
AtARZZTAFHNA=+HLANRE -

BUWARBDARR _ZEERE+T A+ BHHEK
BIEFM - BMRFFERU TR SR E AR FET L
MRAUFVAAENRE - BEERERBROBR QA
(IRERBRD DITZEMA -_TEME A -TH
m LA E e ((HERE]) (RHEEREYREE
EREMAIIL) ©
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The name of, and the relationship with, the parties connected with the — EIARARGEEM AT LB REHBEENT ¢

Company are as follows:

Name
=L
Fang Jin

Lin Chao
it

Guo Quan Zeng
BRI

Scud Electronics

Scud Stock
FEBRAR D

Chaolitong Electronic Company Limited

BHBETFERAR

Chaolitong Technology Company Limited

BAOBMZARA

Relationship
B#E
Director

5=

Director (resigned as director on 30 December 2009)

EE(MN_ZTNFT+_A=THBEES)

Director

=%

A wholly-owned subsidiary indirectly held by the Company with Fang Jin
and Lin Chao being common directors

e RkMBRAREENARRIHEZENBAR]

A company with Fang Jin, Lin Chao and Guo Quan Zeng
being common directors who has shareholding interest in this Company as to
67%, 25% and 3%, respectively

Fe - MBRBRIE/EREFTNAT - HRIHEEZRF67% * 25% K3%MKIE

Mr. Ma Jie and Mr. Zheng Wei are directors and shareholders of both
CLTE and CLTT
BRFERBERERBNBEFT RBHBRHENES R

A 70% owned subsidiary indirectly held by the Company with Mr. Ma Jie and
Mr. Zheng Wei being directors of both CLTE and CLTT

EAREERBELERBHAEF RBENARENHEAESHNEAAT
EEEA70% M E AR

Scud Electronics and Scud Stock entered into a separate lease agreement  FREMEFERERKO DR BEERAZWEER
(the “New Lease Agreement”) dated 15 November 2007 for the lease of S BETHA®RIYEHA-ZTZTLtF+—A+H
office premises for administrative use for the Group foratermof3years. HMBUYHEERHR((FHEERZE])  HEH A=
The annual rental was RMB1,378,368 and the annual cap for the year & FEH & AARE1,378,3687L MEEZZT
ended 31 December 2009 was RMB4,100,000 (inclusive of rental under ZTNF+ZA=+—HLEFENFE LRAARE
all leases the subject of the New Lease Agreement). Rental is payable in  4,100,0007c( B EREMNEEHRZBE THEHED
cash on a monthly basis. Further details of the New Lease Agreementare %) c HE& BT AUR S - THEEHEOE—
set out in the Company’s announcement dated 15 November 2007. The #EfBEE#N ARG APA-TTLF+—A+AH
New Lease Agreement remained effective throughout the year ended 31  HIA % - FIEEMEREBE_ZTZNF A=+
December 2009 and its tenure ending on 15 November 2010. —BILFERERBR  EFHR - —ZTF+—

B+EBER -
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On 8 January 2010, Scud Electronics and Scud Stock entered into a lease
renewal agreement (the “Renewal Agreement”) and agreed to terminate
the New Lease Agreement with effect from 1 January 2010. The terms
of the lease under the Renewal Agreement is the same as that set out
in the New Lease Agreement (including the rental amount involved and
the monthly payment obligation) and is effective commencing from 1
January 2010 and its tenure ending on 31 December 2012. Further details
of the Renewal Agreement are set out in the Company’s announcement
dated 8 January 2010.

On 17 January 2008, CLTE and CLTT entered into a lease agreement (“CLT
Lease Agreement”) whereby CLTT will lease the factory and dormitory
premises from CLTE in Shenzhen. The Vendor is a connected person of
the Company by way of its 30% interest in the Purchaser. As of 2 June
2008 whereby the Company received all relevant approvals required from
Chinese regulators in relation to the CLT Agreement, CLTT became an
indirect non-wholly owned subsidiary of the Company and the CLT Lease
Agreement therefore constitutes a continuing connected transaction
of the Company since the shareholders of CLTE are connected persons
pursuant to Rule14A.11(4) (a) of the Listing Rules. The lease was for an
initial period of 3 years from 17 January 2008 to 16 January 2011, with
an agreed annual rental of RMB3,600,000. Rental is payable in cash on
a monthly basis. Further details of the CLT Lease Agreement are set out
in the Company’s announcement dated 17 January 2008.

RZZE—ZTF—ANH REBREFERERRKSL
v ERRE(EERZE])  YRAEE=2—ZTF
—A—BERKIEHHERR BEHEBRETHEE
GREmHERZMEERR(BIEMSIROEEE
BLEAXMNMNER) BT TF—A—HRE
FiER EFPR _T——4+-_A=+—HE
me BHERRENFBEIRNARFBHAEZZ —
TFE—ANHHRAE -

RZZBEENF—A+EH BHBETEBILBE
MEFIvu—BHERZ(BOBEERZ]D &
I BAOBREBHEERNBETRRINZ TE K
TBEWE - aHLLﬁ%ﬁaﬁm%Z%‘ﬁﬁ
ARBZBEALT - RZEZENFNAZH AR
AIERREE SN EEEMBHBRHEMEZ 2
AL - BOBREKAARRR ZMEIF2EN
BAR ARBHBEFZRERE EWHAE
14A NG RBEAL - Bt - BHBHEERHEE
RARNBzBERERS HAEZ8@AFHHE-F
TENF—A+EtBEE-_T——F— A+ HAH=
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The details on annual caps and actual amount incurred for the above
continuing connected transactions for 2009 and 2010 are as follows:

CLT Lease Agreement BhBHEERE
Lease Agreement THE M=

New Lease Agreement FHE R
Renewal Agreement ik

The independent non-executive Directors of the Company have reviewed
the connected transaction and continuing connected transactions set
out herein and in note 32 to the consolidated financial statements, and
have confirmed that, during the year ended 31 December 2009, such
transactions were entered into:

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

(2) on normal commercial terms or on terms no less favorable to the
Group than terms available to or from independent third parties;
and

(3) in accordance with the relevant agreements governing them on
terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

Note: As disclosed in the Company’s announcement dated 8 January
2010, the annual caps for the aggregate rental payable by Scud
Electronics to Scud Stock under all Leases (as defined in the
announcement) is RMB4,100,000 for each of the 3 years ending
31 December 2012, being the sum of the annual caps under the
Lease Agreement and the Renewal Agreement).

LABHERER IR _ETNEFR_E-TFNF
EERRERSEOFBENT

Actual amount incurred Annual cap
for the year ended for the year ending
31 December 2009 31 December 2010

BE-_ZThF BE-Z—ZF
+=-—HA=+—-HL +=-A=+—-HL
FENERSHE FENFELR
(RMB) (RMB)
(ARH) (ARH)
3,600,000 3,600,000
2,699,327 2,700,000
(Note)

(BF5E)

1,378,368 N/A 7~ A

N/A T3 FA 1,400,000
(Note)

(BF5E)

ARRBEILIFRTEFCDERAX NGRS P B MR
MEZFENEER G RFERER S - L B
RRBE_BEAFT_A=+T—HILFER-
BHEZSTY

(1) RAKELERAEESBIEPAIL

il

(2) REFBEMKIKTENRETRREBILE
= HEERGEIN - &

B) RERREFMEXZHEBBRRATFEEMNG
KR - BERNAARABRRMNERTNE -

fisE : MOARBTR -_ZE—FF—FNAHRERMN
g BE_Z——F+-A=+—H1t=
BFESFEREREFRELPEE(EER
NE)VEARERBRO N2 e BBZFE
ERAAREAL,100,0007 © BMRIEFE s
KRB # 2 FE LR -
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The auditors of the Company have also confirmed that the continuing
connected transactions:—

(1) have been approved by the Board of the Company;

(2) were entered into at amounts consistent with the pricing policies
of the Company;

(3) have been entered into in accordance with the relevant agreements
governing the transactions; and

(4) have not exceeded the cap disclosed in previous announcements.

Further details of the transactions and relationships of the connected
parties are also set out in note 32 to the financial statements.

DIRECTORS’ INTEREST IN CONTRACTS
OF SIGNIFICANCE AND CONNECTED
TRANSACTIONS

Save as the transactions referred in the section “Connected Transactions”
above, no Directors has direct or indirect material interests in any material
contracts or contracts of significance entered into by the Company or
any of its subsidiaries at any time during the year ended 31 December
20009.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed interest in any of the Company’s listed securities for the year
ended 31 December 2009.

The annual report for the year containing all the relevant information
as required by Appendix 16 to the Listing Rules will be despatched to
shareholders of the Company and published on the website of the Stock
Exchange in due course.

ANNUAL CONFIRMATION OF INDEPENDENCE

The Company has received from each independent non-executive Director
an annual confirmation of his independence, and the Company considers
such directors to be independent in accordance with each and every
guideline set out in rule 3.13 of the Listing Rules.

RRAFRZEEN I E RFERER S

(1) BEARRESSHE:

2) BEAARREBBRRZSRET

() REBBHRGTET &

(4) WEBBZAIAHHEEZ LR -

RS MEBALZEERNFB ISR 5 R
RBIEE32 ©

ESERGHREERBERS
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REFRFE ©

BE - HEREEES
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SUFFICIENT PUBLIC FLOAT EHDAREERAKFE

Based on the information that is publicly available to the Company and  RIEARA T RFMISHER RIBEEFA - RARK
within the knowledge of the Directors, as at the date of this report, S HE  KAARIBEB EMAAMBRELETEHAD
the Company has maintained sufficient public float as required under — FRFFAZIKF o

the Listing Rules.

SUBSEQUENT EVENTS mERREIR

No significant subsequent event occurred after 31 December 2009. RZBENFT A=+ RRITEZEEEMNERKR
ENIS

AUDITORS BB

Since the incorporation of the Company, its consolidated financial EBEZARAFGEMAILAR HGEHBHRE —EHE
statements have been audited by Deloitte Touche Tohmatsu. The EleBERH SFTETERN - BT LF+ZAZ
consolidated financial statements have been audited by Moore Stephens +—Hi ' RV B REH S HEEZ ST MEHAE
Certified Public Accountants who have been the auditors to audit the 1% ' MEHEESTAIEHM —ERZBAEZASE
Group's consolidated financial statements since 21 December 2007. BE®GEMBHE - AAFBREERFEFRE
A resolution will be proposed regarding the reappointment of Moore  FIRZBEFHEES AN EBM AR R AZEA 2
Stephens Certified Public Accountants as the auditors of the Company — JR&EZ °

at the forthcoming annual general meeting.

By the order of the Board AERgH
FANG JIN g
Chairman E4

24 March 2010

—E-TF=A-+WmA

—ETNEFH REBREEERALA _\J_ )
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CORPORATE GOVERNANCE PRACTICE

SCUD Group Limited (the "Company”) together with its subsidiaries,
(the "Group”) is committed to maintaining and ensuring a high level of
corporate governance standards and continuously reviews and improves
the Group’s corporate governance and internal controls practices. Set
out below are the principles of corporate governance as adopted by the
Company during the financial year from 1 January 2009 to 31 December
2009 (“Review Period”).

DISTINCT ROLES OF CHAIRMAN AND CHIEF
EXECUTIVE OFFICER (“CEO")

During the Review Period, Mr. Fang Jin served as the Chairman of the
board (“Board”) of directors (“Directors”) of the Company and was
responsible for leading the Board in establishing and monitoring the
implementation of strategies and plans to create values for shareholders.
Mr. Guo Quan Zeng served as the President of the Group and was
responsible for managing the overall business operations of the Group,
proposing strategies to the Board and the effective implementation of
the strategies and policies adopted by the Board, effectively carrying
out the role of a CEO.

Save for their business relationships as a result of their respective
directorships and positions in the Company, these are no financial,
business, family or other material or relevant relationships between the
Chairman and the CEO.

THE BOARD

As of 31 December 2009, there were seven members on the Board, which
are the Chairman, three other Executive Directors and three Independent
Non-executive Directors (“INEDs”), the names of which are shown in
the table on page 57.

The INEDs are considered by the Board to be independent of the
management and free of any relationship that could materially interfere
with the exercise of their independent judgments. The Board considered
that each of the INEDs brings his own relevant expertise to the Board
and its deliberations.

None of the INEDs has any business or financial interests with the Group
nor has any relationship with other directors. Each of the INEDs confirmed
their respective independence to the Group.

EEERER

REBREEERAB(ARRNEREMBARG
([R&EE]) -—ERNRREEERBRERITNEK
FoUBERTRREARENDRERRAME
BEER - ATRARRA_TENF-A—HE=
EENF+ A=+ -BUEMRFE(CESHHED
R DEERRA -

FRRTBAS(TRRAR NS T

REESE TR REEARREF(EFDE
(B=g)zxXF AEREEFESHRI REEZE
BREEEOHET BRRRRGEEFHLE
BE FREFFAEEIAEB2ER BEEE
AEENEREBEE MESSRERW I
UAEEMEERTRESERMNKEREEK - A
BBITITHARE A -

BTERESEERARREINEERE RBLM
EENEBBARIN TRETHRAH ZELEY
% %15 REREMEAKABRAG -

Exg
R-ZBBEAF+-_A=+—H EFETHLUKE
AR DRIRERE B =ATEER =BT
FRTESF([FUIFNTESE]) - HERFNEST
BZRA -
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BMENBIAL  BEEECABREEATELEL
HE - EFEERR SBUFATEEHRESS

EHNEREBERA S RELR -

BIUFANTESLE S RAKENEAEE NI
Mz BEHMERTYETABER LERAAE
EHEREE/BIAL




CORPORATE GOVERNANCE REPORT &L &

Save for the Directors’ business relationships as a result of their respective
directorships in the Company, there are no financial, business, family or
other material or relevant relationships among members of the Board
and they are independent from each other.

The Board met regularly during the Review Period on an ad hoc basis as
required by business needs. The Board’s primary purpose is to set and
review the overall strategic development of the Group and to oversee
the achievement of the plans to enhance shareholders’ value. Daily
operational decisions are delegated to the Executive Directors and the
senior management. The Board met 7 times in 2009 and the Directors’
attendance is shown in the table on page 57. The Board has conducted
a review of the effectiveness of the system of internal control of the
Group during the Review Period.

NON-EXECUTIVE DIRECTORS

During the Review Period, the term of appointment of the Company’s
Non-executive Directors, Mr. Lin Chao and Mr. Ho Man was from 3
December 2009 until the date of the annual general meeting to be held
in 2011 and from 25 March 2009 until the date of the annual general
meeting to be held in 2010, respectively. Mr. Lin and Mr. Ho subsequently
resigned on 30 December 2009 and 20 October 2009, respectively.

AUDIT COMMITTEE

The Company has established an audit committee (“Audit Committee”)
with written terms of reference as suggested under the code and
recommended best practices under the Code on Corporate Governance
Practices (the “Code”) set out in Appendix 14 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
(“Stock Exchange”) (“Listing Rules”) and adopted with reference to “A
Guide for Effective Audit Committees” published by the Hong Kong
Institute of Certified Public Accountants in February 2002. At present,
the Audit Committee comprises three INEDs who are Dr. Loke Yu, Mr.
Wang Jing Zhong and Mr. Wang Jian Zhang. The chairman of the Audit
Committee is Dr. Loke Yu. Each committee member can bring to the Audit
Committee his valuable experience in reviewing financial statements
and evaluating significant control and financial issues of the Group who
among themselves possess a wealth of management experience in the
accounting profession or commercial sectors. The Audit Committee was
established on 3 December 2006 and has held 2 meetings during the year
2009 and the relevant Director’s attendance is shown on page 57.

BREEFZEEAQRNERBEMANEBRK
S EEERBZRL BN - X1 Rk EMm
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The main duties of the Audit Committee are as follows:

(i)  to review the half-year and annual financial statements of the
Group before they are submitted to the Board for approval;

(i)  to make recommendations to the Board on, the appointment,
reappointment and removal of the external auditors, and approve
the remuneration and terms of engagement of the external auditor,
and any questions of resignation or dismissal of that auditor;

(iii) to review and monitor the external auditor’s independence and
objectivity and the effectiveness of the audit process in accordance
with applicable standards;

(iv) to review the Group’s financial controls, internal controls and risk
management systems;

(v) to review the Group’s financial and accounting policies and
practices;

(vi) to review and monitor the effectiveness of the internal audit
function; and

(vii) to review the terms and conditions of connected transactions of
the Group.

During the Review Period, the Audit Committee has carried out the
following:

(a) Financial Statements

The Audit Committee met with the Chief Financial Officer and other
senior management of the Group to review the interim report and
annual report of the Group prior to recommending the financial
statements to the Board for approval. The Audit Committee has
considered and discussed the reports with the management, the
Group's internal department and external auditors, with a view
of ensuring that the Group’s consolidated financial statements
were prepared in accordance with the International Accounting
Standards and also reviewed the terms and conditions of connected
transactions of the Group.

BEREZEGNTIEREWT

(@)

(i)

(iii)

(iv)

(vi)

(vii)
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(b) External Auditors
The Audit Committee reviewed and monitored the external auditors’
independence and objectivity and the effectiveness of the audit
process. The Audit Committee also made recommendations to the
Board on the continuation of the appointment and resignation of
Moore Stephens Certified Public Accountants (“Moore Stephens”),
as the Group's external auditors.

(c) Review of Risk Management and Internal Control

The Audit Committee assisted the Board in meeting its responsibilities
for maintaining an effective system of internal control. It conducted
a review of the process by which the Group evaluated its control
environment and risk assessment process, and the way in which
business and control risks were managed. The Audit Committee
also discussed with the internal audit department of the Group the
work plan for their audits on the Group together with their resource
requirements to ensure the effectiveness of internal controls in the
Group’s business operations.

REMUNERATION COMMITTEE

The Company established a remuneration committee (“Remuneration
Committee”) on 3 December 2006 and has held 1 meeting during the
year 2009 where all Remuneration Committee members attended the
meeting to discuss remuneration related matters as shown in page 57.
At present, the Remuneration Committee comprises Dr. Loke Yu, Mr.
Fang Jin and Mr. Wang Jing Zhong. The Chairman of the Remuneration
Committee is Dr. Loke Yu. Its main duties are summarised as follows:

(i)  to make recommendations to the Board on the Group’s policy and
structure for all remuneration of Directors and senior management
as well as a formal and transparent procedure for developing such
remuneration policies;

(i) to determine the specific remuneration packages of all Executive
Directors, senior management and Non-executive Directors; and

(iii) to ensure that no Director or any of his associates is involved in

deciding his own remuneration.
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The work done by the Remuneration Committee during the year include  FHMZE 2N F AN TIERIEL T FIE:
the following:

()  determining the policy for the remuneration of Executive () EEHITEEMFHBIECE

Directors;
(i) assessing performance of Executive Directors; and (i) FHEMITESHRE K
(i) approving the terms of Executive Directors’ service contracts. (i) BERITEEIRBES LREK ©

In order to attract, retain, and motivate executives and key employees A& %&ﬁﬁbﬁzﬁ’ﬁ@ﬁﬁ%ﬁ’]ﬁﬁ)\ﬁﬁi

serving the Group, the Company has adopted a share option scheme in  ZE 8 * A RRINZZEZTAF+Z ARMBERET
December 2006. Such incentive schemes enable the eligible persons to &l - ZEEBEFTEIFE S ERA L AIES AR HFT
obtain an ownership interest in the Company and thus to reward the BE#xm @ KM ANEBEBKRINIEL EBIMHE
participants who contribute to the success of the Group’s operations. HE IR EIHR o

Details of the amount of Directors emoluments are set out in note 8 ﬁEﬁﬁ%@*%i’(%ﬁE’J%‘\%%ﬁiﬁé‘ﬁé\ﬁﬁ%iﬁﬁﬁﬁ}ﬁ '
to the consolidated financial statements and details of the 2009 share  MA B - ST N EBRET2INFBERME3T -
option scheme are set out in note 31.

NOMINATION COMMITTEE REEES

The Company established a nomination committee (“Nomination ZARGRZZTERNF+_A=ZHRIUREZEZES
Committee”) on 3 December 2006 and has held 1 meeting during the ([IRBZEE]) E’:\:géfjlilaﬂ még
year 2009 where all Remuneration Committee members attended the  fTTR &5 ﬁqjﬁ‘%%?% ZE®

meeting as shown on page 57. At present, the Nomination Committee ~ HH&I & © B Al - BE&HE /i%%i Eji
comprises Dr. Loke Yu, Mr. Fang Jin and Mr. Wang ling Zhong. The 54 K& F &l E.Exf‘ﬁiﬁﬁlﬁi REZEENEFERES
Chairman of the Nomination Committee is Dr. Loke Yu. The Nomination 7M‘T§:t REZEENEEAEEEERaRER
Committee selects and recommends appropriate candidates based on S HﬂETJ%ﬂ%iQ/\E’]LEEZ«‘%ﬁ&é{T& PRI I
the candidates’ prior experience and qualifications to the Board on the BHEEAETEEZE - RBAZECHETBHIMOT ¢
appointment of Directors and the senior management of the Group. The

main duties of the Nomination Committee are as follows:

() to review the structure, size and composition (including skills, () THEZEZESLHXEE  ASEEKE(BER

knowledge and experience) of the Board on a regular basis and 82 - A RER)  TRANEZREYNESTE
to make recommendations to the Board regarding any proposed EHHBER
change;

—\j b SCUD GROUP LIMITED ANNUAL REPORT 2009
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(i) to develop the criteria for identifying and assessing the qualifications
of and evaluating candidates for directorship;

(iii) to assess the independence of independent non-executive directors
to determine their eligibility; and

(iv) to review and assess the adequacy of the corporate governance
guidelines of the Company and to recommend any proposed
changes to the Board for approval.

The work done by the Nomination Committee during the Review Period
include determining the policy for the nomination of Directors.

The following table summaries the attendance of each individual Director
and committee member in the respective Board, committee and general
meetings held in 2009.

Number of meetings held during B BB HA R AR AT Y
the Review Period 2% A

Executive Directors: HTES:

Fang Jin bk

Guo Quan Zeng HRIE

Li Hui Qiu $@M

Huang Yan (appointed on 30 December 2009) E#H(R-ZTNF+-A=THEZ()

Non-executive Directors: FHTES:

Lin Chao (resigned on 30 December 2009) WB(RZZTNE+-A=THEFHT)
Ho Man (resigned on 20 October 2009) ARRZZEAFTAZTHEE)
Independent Non-executive Directors: BIYFHTES:

Loke Yu (appointed on 14 May 2009) ESMR=STNEFRATEAEET)
Wang Jing Zhong TR

Wang Jian Zhang TEE

Heng Kwoo Seng (resigned on 14 May 2009)  M#EF(R=ZEZNFRATHAFHT)

BEARE

(i) BTSE MBI BT E BIRE A S R AR A
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REZEENCDBEBENIERRETREEEN
R ©
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FEEFE  ZBEg &Hx%?(AE’JI%

Meetings attended/held in 2009
R-BRAEHE ETHEE

Remuneration

and

Nomination
Audit Committee 2009 AGM
Board Committee FMRES —EThE
gxg ENEEE FEE REBEFAE
7 2 1 1
717 N/ATNEF 11 11
717 N/AT i N/AR i F 0n
717 N/ATE A N/ATNE A 0n

N/ATjEF N/ATE N/AT R N/ATEF

6/7 N/ATEA NATEA 0N
477 212 N/ATEA 01
477 12 NATEA 0N
n 2/2 " 01
17 2/2 01 01
3/7 172 7 0N
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LOOKING FORWARD

The Group will keep on reviewing its corporate governance standards on
a regularly basis and the Board endeavors to take the necessary actions
to ensure the compliance with the provisions of the Code introduced
by The Stock Exchange.

INDEPENDENCE INFORMATION

The Company has received from each of the INEDs an annual confirmation
of his independence, and the Company considers such directors to be
independent in accordance with each and every guideline set out in Rule
3.13 of the Listing Rules.

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

During the period from 1 January 2009 to 24 March 2009 (being the
relevant part of the year under review), the terms of appointment for
Mr. Ho Man as Non-executive Director and each of Mr. Heng Kwoo
Seng and Mr. Wang Jian Zhang as Independent Non-executive Directors,
were not formalised due to an administrative oversight. For Mr. Ho Man
and Mr. Wang Jian Zhang, their respective appointments have been
renewed on 25 March 2009 for a term up to and including the date
of the Company’s 2010 annual general meeting. As Mr. Heng intended
to retire after the 2009 annual general meeting, the Company and Mr.
Heng did not formalise the terms of his appointment together with the
others at the time for the period prior to his resignation. Save as the
deviation from provision A.4.1 of the Code on Corporate Governance
Practices as set out in Appendix 14 of the Listing Rules (“Code”) as
disclosed above, the Company has complied with the Code for the year
ended 31 December 2009.

To achieve high corporate governance standards and enhance corporate
performance and accountability, the Company has established an internal
audit department to ensure the Group maintains a sound and effective
system of internal controls. The internal control system is designed to
provide reasonable assurance against material misstatement or loss; to
manage the risk of system failure; and to assist in the achievement of the
Group’s objectives. In addition to safeguarding the Group’s assets, it also
ensures the maintenance of proper accounting records and compliance
with relevant laws and regulations.
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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
(the “Model Code"). Having made specific enquiries of all Directors, the
Company confirmed that all Directors have complied with the required
standard as set out in the Model Code for the year ended 31 December
2009.

AUDITORS’ REMUNERATION

The Audit Committee of the Company is responsible for considering
the appointment of the external auditors and reviewing any non-audit
functions performed by the external auditors, including whether such
non-audit functions could lead to any potential material adverse effect on
the Company. During the year under review, the Group is required to pay
approximately RMB1.10 million to Moore Stephens and approximately
RMBO0.34 million to the PRC auditors for their audit services. The Group’s
also required to pay approximately RMB0.22 million to Moore Stephens
for their non-audit services.

DIRECTORS’ AND AUDITORS’ RESPONSIBILITIES
FOR ACCOUNTS

The Directors’ responsibilities for the accounts and the responsibilities
of the external auditors to the shareholders are set out on pages 63
to 64.

The continuing development and present scale of the Group were
benefited from the trust and support of the stakeholders. We have
been dedicating efforts not only to maximise the present value of the
Company but also seeking to maximise the interest and return for all
parties so as to enhance a harmonious development and a victorious
collaboration in the long run.

STAKEHOLDERS

1. INVESTORS
The Group has always paid much attention to communication and
interaction with investors, and continued to improve communication
channels with shareholders and investors, so as to enhance
governance transparency. The Group’s management will regularly
come to Hong Kong to meet investors, and proactively announce the
latest information and business development plans. Since its listing
in December 2006, the management has been attending press
conferences and investors’ briefings held in Hong Kong during the
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announcement periods of annual and interim results, and report the
latest business situation and development strategies of the Group.
During the year under review, we have held individual investors’
meetings and telephone conferences with various institutional
investors and fund managers. Furthermore, the Group has been
in strict compliance with listing requirements; to provide market
participants and regulators with timely, accurate, complete and
reliable information of the Company, so that investors may make
the best decision.

CONSUMERS

PRODUCT SAFETY

In recent years, there have been mobile phone explosion incidents
in the PRC, thus caused consumers’ attention towards safety issues
of mobile phone batteries. Our suppliers are famous manufactures
in the industry, they have implemented strict quality control like I1SO,
and the Group has also set high standards for products provided
by them, so as to meet safety requirements. With our product
testing centres, we administer stages of tests including crash, high-
temperature, dampen and long-period recharging on our products.
We also invest resources in product R&D to develop more reliable
products.

In December 2007, the “SCUD FRERR “brand’s Li-ion battery was
awarded Certificate of Exemption from Government Inspection
by the General Administration of Quality Supervision, Inspection
and Quarantine of PRC. The Group is the first and only domestic
manufacturer of Li-ion batteries that has been awarded such
Certificate of Exemption, proving that the products of the Group
have passed the stringent requirements on quality control and safety
set by relevant government authorities.

EMPLOYEES

OCCUPATIONAL SAFETY

The Group has focused on factory production safety, strived to
enhance employees’ safety knowledge and training, and increased
factory fire prevention facilities and safety patrols, so as to ensure
the free flow of fire passages and the adequacy of water for fire
prevention. In addition, the Group has regularly held fire exercises,
increased investments in fire prevention facilities in factories, so
as to ensure the sufficiency of fire prevention equipments and
facilities.

CORPORATE GOVERNANCE REPORT &AL

BEROEFEN BEZEARKBREERES
RESBTTENREESENREFZGHE - It
Sh - REETBREET EMEERE - MM

SEEMEEWBIRME R - B BRI
FHARER  BREBFHKENRE -

HEBE

EmZE

MERBEALRZRFREFEEF  EHEE
FIIEFREBNRE2ME - ARERNHE
BMEREANERNLER  AFEHITEN
ISORERAR mR B ¥ - AN B M FIATIE A
EmEHETRENRE  UAHALE2ER-
AEERABEMBATL  HEKRETE
B S8 RIS X RExEEZE
A MABRETEMPE  AEETEN

Edn e

“EZHFA+ T [SCUDRERR |miEREE T
EHEMECSHFXEERERRRRARMER
[BRERERIZEE  RREAERKEAITME—
BHTELEECERESRRIEE  HULE
BEMNEERBAYRERZEENERR

BT

BEZE

AEEIEMENEELZSE  BORGEIHN
ZERMBME > WIEINEE I RENBE
AN ERE - IRRBBGEMITEHED
Ko o REBEERHBTRE2HEMH R
B R EmEMN L 2 NREIRE - AR
Fe R HI BT N ER A S A B




CORPORATE GOVERNANCE REPORT 1%

The Group has proactively taken and implemented various measures,

including:

()

(ii)

(iii)

(iv)

(v)

(vi)

increase factory fire prevention facilities and safety patrols
(once a week), fix problems in a timely manner, so as to ensure
the free flow of fire passages and the adequacy of water for
fire prevention;

hold regular (additional if necessary) safety seminar and training
for employees, especially for new staff, striving to enhance
employees’ hazard prevention and safety awareness;

conduct at least two large scale fire exercises every year, set
May 31 the fire exercise day of the Company and conduct
general safety checks and fire exercises on such days;

enhance factory management and divide it into safety
responsibility districts, appoint safety examiners at the
workshops, with routine patrols, and eliminate potential
problems in a timely manner;

improve and formulate storage, safe keeping, transportation
and processing procedures for flammables, and provide
training for staff frequently in contact in such flammables;

increase investments in fire prevention facilities in new
factories, with reasonably established fire prevention districts
and ensure the sufficiency of facilities.

Establish own skill training institute

Apart from occupational safety, the Group has also placed emphasis

to on-job training for its staff. The Group kicked off a comprehensive

talent training programme, which is tied to the establishment of

its own skill training institute. Talents will be cultivated at the

skill institute and available in the pipeline to resolve the labour

shortage issue faced by the industry participants. After a period of

training, the Group will convey labour resources directly to various

departments, which will shorten the time of staff replacement and

reduce labour cost. Automated production will also be implemented

at different phases. Moreover, in the training process, students can

wE

AEECEEHRRY BEITZEER - B

(i) I ONJR 55 OH B3 3R 4 B BUE A 0 o KGR A
& AESEET R BHREBENKE
I RiTBEESBIENAKTER

() EHEITRAAREREIEREIRS
SO A IS - AR N3 E T AR
BEEH  EDRERMOBKRERE
=X

(i) BFRIARBETRRLZHEHEE -
THEA=+—BERRBENERA
BFEEHENERBETRERIEETEY
BE

(iv) MEBEERTISLREEENE RS
EWRZzREE  AE
BRRE KEIHRK -

() HELHESZRDBOEWR - RE - BE
REERE BN EEEBRETLR
EEZESRMRNEBT - R

(vi) MAFBENLZZHARENE - ZHA
DRREABIERBIEER

S} BB R BRI FIER

ROITERELZ RS ARETERHETNR
X - AREC2EMBESBIGFE - B
BEBREEIERANEEBEAS - W
FRRTTENERNS TIRREE - LB &
BREMZIZER  AEERBSHNERHAE
AEBEHF ETEFEETEIEHRNE
B RETEBIRE EEPHERTHETED
L EERER - 1o - EIFJIBET - E8H
EERRT THRIERRELORE  BX
WREEERE - AEESEAAT BBRE

—ETNEFH REBREEERALA _\J_ ’



w b SCUD GROUP LIMITED ANNUAL REPORT 2009

comprehend the practical operation issues arising from the course
of production, which will effectively enhance production efficiencies
and qualities. The Group will enlist talents from the society at large
and select the management and technical experts that it needs
through professional and rigorous training processes. At the same
time, this will also bring to the society a new generation of talents
and allow the Company to fulfil its social responsibilities and deliver
contributions to the society.

PROTECTION OF EMPLOYEES’ LEGAL RIGHTS

The Group has been promoting and exercising a fair and non-
discriminative employment policy. Employees are employed on
contract basis and employment contracts were signed based on
a fair and voluntary principle, with requirements with regard to
contract term, scope of work, work remuneration, social insurance,
and working hour, among others. The rights and obligations
of the employer and employee are defined clearly by legal
representation.

We also strictly comply with the relevant laws and regulations in
relation to national social insurance to set up insurance scheme for
basic aged caring, medical, injuries at work, unemployment and
birth-giving for employees and cover the various insurance expenses.
Meanwhile, to further protect the interests of individual employees,
the Company registered a commercial accident insurance scheme
for all employees. The Group implemented the Labor Contract
Law of the People’s Republic of China since 1 January 2008 and
established a labor union. We hold an employees’ meeting every
two weeks, in support of construction and development of a
harmonious and stable employee and employer relationship.

COMMUNITY

ENVIRONMENTAL PROTECTION

As a responsible enterprise, the Group has always emphasised in
supporting environmental protection and a environmental friendly
enterprise. We strictly control the production procedures and reduce
waste generation. Despite small amount of waste generated during
the packaging process, it is sorted by the Group and the recyclable
portions are delivered to qualified recycling plants for treatment.
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INDEPENDENT AUDITORS’ REPORT ¥ #Z E{EM R &

TO THE SHAREHOLDERS OF SCUD GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of SCUD
Group Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 65 to 155, which
comprise the consolidated statement of financial position as at
31 December 2009, and the consolidated income statement, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
and the true and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting
Standards and the disclosure requirements of the Hong Kong
Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of the consolidated
financial statements that are free from material misstatement,
whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are
reasonable in the circumstances.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report.

MOORE STEPHENS

CERTIFIED PUBLIC ACCOUNTANTS

905 Silvercord, Tower 2
30 Canton Road
Tsimshatsui

Kowloon

Hong Kong

Jb\\;

W &

Tel : (852) 2375 3180
Fax : (852) 2375 3828
E-mail : ms@ms.com.hk
www.ms.com.hk
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INDEPENDENT AUDITORS’' REPORT B #Z EiEm R &

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the consolidated financial statements are
free from material misstatement.

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

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

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of the Group’s affairs as at 31 December 2009
and of the Group’s profit and cash flows for the year then ended
in accordance with International Financial Reporting Standards and
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance (Chapter
32 of the Laws of Hong Kong).

Moore Stephens
Certified Public Accountants

Hong Kong
24 March 2010
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CONSOLIDATED INCOME STATEMENT

For the year ended 31 December 2009 # = —EZhFE+ - HA=1+—HIFFE

= A
=

I 2 3%

2009 2008
—EEAF —ET)N\F
Note RMB’000 RMB’000
B 5E AR¥Tx AREFIT
Turnover ERE 4 1,264,869 1,252,693
Cost of sales SHES AR (1,035,755) (988,853)
Gross profit EF 229,114 263,840
Other revenue H b ss 5 6,731 19,206
Selling and distribution expenses SHE KD SRR (77,571) (43,398)
Administrative expenses THRAX (100,016) (90,175)
Other operating expenses HAbL &< (1,954) (6,286)
Profit from operations Feg—rail| 6 56,304 143,187
Finance costs B AN 9 (1,390) (830)
Profit before taxation BB A& A 54,914 142,357
Taxation 18 10 (8,996) (72)
Profit for the year REEEF 45,918 142,285
Attributable to: DU FE
Equity holders of the Company RATFERFFEA 46,837 131,954
Non-controlling interests FEFE AR 2 (919) 10,331
45,918 142,285
Dividends BE 11 18,173 18,026
Earnings per share BREF
— basic (RMB cents) —EXR(ARESD) 12 4.55 13.18
— diluted (RMB cents) —#E(ARED) 12 4.51 13.01
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2009 &= —EZTAF+ - H=1+—HIFFE

mAEEHEINES

2009 2008
—EZhE —ETNF
RMB’000 RMB’000
ARBT R ARET T
Profit for the year REEEF 45,918 142,285
Other comprehensive income for AEEHMEEBA
the year
Exchange differences arising TEINHT B A B 2 B A Rk
on translation of the financial EITREREEZIER =5
statement of foreign subsidiaries (314) (15,012)
Total comprehensive income for AEERXHIKRALRE
the year 45,604 127,273
Total comprehensive income THALTEEZEWRALLE :
attributable to:
Equity holders of the Company RNATERFFE A 46,504 116,909
Non-controlling interests P HlfE S (900) 10,364
45,604 127,273
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION %:4 B &R m 3%

At 31 December 2009 R=—ZEENF+—-A=+—8H

2009 2008
—EZhE —ETNF
Note RMB’000 RMB‘'000
B aE ARBT R ARET T
Non-current assets FRBEE
Property, plant and equipment I - S MR 13 258,148 276,186
Prepaid lease payments — non-current ~ FEFEFKIA — IERED
portion o 14 11,727 11,985
Intangible assets B EE 15 187,577 224,983
Deferred tax assets RIEFHIEEE 16 572 1,675
458,024 514,829
Current assets RBEE
Due from a related party FEU B A A +5RIE 17 2,335 938
Inventories BE 18 159,117 178,025
Trade and notes receivables FEURE 55018 R FEIR R IR 19 278,238 318,781
Prepaid lease payments — current A ERIE — R E
portion o 14 258 258
Prepayments, deposits and other TEIHIE  Re Rk
receivables H b fE WK IE 20 111,726 61,466
Current tax recoverable A Y [B] BN HARR 18 7,146 6,450
Pledged bank deposits BEIRRITIFR 21 90,911 105,942
Bank balances and cash IRITHEBR RS 22 390,884 351,176
1,040,615 1,023,036
Current liabilities nEBAE
Due to a related party B A B A T FOE 23 - 3,877
Trade and notes payables e E 5 HIERENER 24 198,777 257,642
Provision for warranty EmREEE 25 4,166 3,683
Other payables, receipts in advance HAbFETFRIE « TBUGRIA
and accrued charges REETER 26 43,959 44,184
Current tax payable JESTENERFR IE 1,187 =
Bank loans — current portion RITER—MENE 27 10,444 7,279
258,533 316,665
Net current assets MENEEFE 782,082 706,371
Total assets less current liabilities REERRDEE 1,240,106 1,221,200
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION %44 B &R R 3=

At 31 December 2009 R=—ZEZENF+—-A=+—H

2009 2008
“EEAE ZETNF
Note RMB’000 RMB’000
B aE ARET AREBTT
Capital and reserves EXRf#EE
Share capital &N 28 103,014 102,134
Reserves & 1,053,180 1,035,710
Equity attributable to AAREEFEA
equity holders of the Company LR 1,156,194 1,137,844
Non-controlling interests eIy En 81,938 82,838
Total equity R 1,238,132 1,220,682
Non-current liabilities FEREEE
Bank loans — non-current portion RITER—IEmEF S 27 74 518
Deferred tax liabilities RIEFIEAE 16 1,900 =
1,974 518
Total equity and non-current BRERRIERBEE
liabilities 1,240,106 1,221,200

> N
FANG JIN GUO QUAN ZENG
bl SPRIE
Director Director
= EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY #&

For the year ended 31 December 2009 # = —EZhFE+ - HA=1+—HIFFE

HE N 2 g

Attributable
to equity
Shares Statutory Enterprise Share holders ~ Non-
Share  tobe  Share  Capital reserve expansion Translation  option Acumulated  of the controlling
capital  issued premium  reserve fund fund reserve reserve  profits Company interests  Total
NG S
k¥ T 1 R BEA FER
ke BGRE RAEE EARE OBE BREE ENRR  RE ZMER EEBR B &t
RMB'000  RMB'000  RMB'000 RMB'000  RMB'000 RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
AR \RHTT ARETT ARBTR AR ABETT ARETL ARETR ARMTT ARETT ARETR ARETR
1 January 2008 R-EEN\E-H-H 99,503 - 53919 186215 50003 24991  (19140) 597 85534 972,289 T 9712,2%
Total comprehensive income FERHAZENA
for the year ez - - = - = - (15045) - 131954 116909 10364 127,273
Shares issued on acquisition of WEENBREANRG
Chaolitong 2,631 - 28408 - - - - - - 31039 - 31039
Contingent shares to be issued i) s
on acquisition of Chaolitong RN - N3 - - - - - - - 333 - AR
Share options lapsed in 2008 RESENERAMERE - - - - - - - (58 258 - - -
Recognition of equity-setfed BAREEENNRD
share-based payments iﬁ/v B - - - - - - - 298 - 2938 - 0938
Appropriations Al - - - - 11006 5503 - - (16,509) - - -
Dividends paid BfkE - - - - - - - - (17863) (17663) - (17663)
Non-controlling interests arising from B 4E—EHBLAREE
acquisition of a subsidiary R RiER - - - - - - - - - - T80 TaeT
31 December 2008 R-ZENET-A=1-A 102134 32332 567604 186215 61000 30494 (34185 6341 185900 1,137.844 82838 1,200,682
Total comprehensive income FERGAZENA
for the year a8 - = = = = - (333) - 46831 46504 (900) 45,604
Shares issued on acquisition of WER NEREANRGD
Chaolitong 880  (10459) 9,511 - - - 68 - - - - -
Subsequent adjustment on WEENB INREL
contingent consideration on LU
acquisition of Chaolitong - (11419) - - - - - - - (1149 - (11419
Share options lapsed in 2009 RESENERAMERE - - - - - - - m) 2 - - -
Recognition of equity-setfed BAREEENNRN
share-based payments iﬁ/v B - - - - - - - 145 - 145 - 145
Appropriations ol - - - - 1337 6664 - - (19.991) - - -
Dividends paid Efffa - - - - - - - -8 (8195 - (181%)
31 December 2009 R-ZENE+ZA=1-H 103,014 10459 577,115 186,215 74336 37,158  (34450) 4859 197488 1,156,194 81938 1,238,132
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY #ZrefEmne

For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

Pursuant to relevant laws and regulations in the People’s Republic of
China (“PRC") applicable to foreign investment enterprises and the
Articles of Association of the PRC subsidiaries of the Company, these
PRC subsidiaries are required to maintain two statutory reserves, namely
a statutory reserve fund and an enterprise expansion fund which are
non-distributable. Scud (Fujian) Electronics Co., Ltd. (“Scud Electronics”),
Scud Battery Co., Ltd. (“Scud Battery”), Scud Electronics (Shenzhen)
Co., Ltd. (“Scud Shenzhen”) and Chaolitong Technology Company
Limited (“Chaolitong Technology”) are required to transfer 10% of their
respective profit after taxation as reported in the PRC statutory financial
statements to the statutory reserve fund until the balance reaches 50%
of their respective registered capital.

Pursuant to the Articles of Association of the Scud Electronics, Scud Battery,
Scud Shenzhen and Chaolitong Technology, they are also required to
make appropriation from their respective profit after taxation as reported
in the PRC statutory financial statements to the enterprise expansion fund
at rates determined by their respective boards of directors. The statutory
reserve fund may be used to make up prior year losses incurred and,
with the approval from the relevant government authorities, to increase
capital for expansion of production of Scud Electronics, Scud Battery,
Scud Shenzhen and Chaolitong Technology. The enterprises expansion
fund, subject to the approval by the relevant government authorities,
may also be used to increase capital of Scud Electronics, Scud Battery,
Scud Shenzhen and Chaolitong Technology.

The capital reserve of the Group represents the difference between
the nominal amount of the shares issued by the Company and the
aggregate amount of the paid-in capital of subsidiaries acquired plus
the consideration received by the Company pursuant to the Group
Reorganisation in preparation of the listing of the Company’s shares.

@ SCUD GROUP LIMITED ANNUAL REPORT 2009
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

MEREMER

2009 2008
“EEhE —EEN\F
RMB’000 RMB'000
AR¥TR ARBFT
Cash flows from operating activities RETHHB/RETE
Profit before taxation BTt A& A 54,914 142,357
Adjustments for: HEIER
Interest income FIEUA (4,724) (4,705)
Finance costs B KA 1,390 830
Impairment loss recognised on: st NS RRRESSE :
~ Goodwill —HE 6,200 -
— Intangible assets —BREE 10,394 -
Amortisation of intangible assets A ERH 10,378 5,383
Depreciation and amortisation: EREN
— Property, plant and equipment —W% - BEREE 37,860 33,270
— Sales counter decoration —EEEEEE 47,462 17,030
Loss on disposals of property, HEME - BE R&E
plant and equipment EEEE 1,845 -
Operating lease rental in respect of BEBRBENBEFIER
prepaid lease payments F&vik 258 258
Equity-settled share-based payments EREE 2 ARD AR 1,455 2,938
Impairment loss recognised on trade HEREWE ZFBRERER -
and notes receivables, prepayments, BAFIE - ke REMERIE
deposits and other receivables BRE R EEE 59 16,772
Reversal of impairment loss recognised HERWE 5B REKRE -
on trade and notes receivables, BAFE © Ze REMEKIE
prepayments, deposits and iR 0N RI=Y g =L Bl
other receivables (594) -
Provision for warranty EmREERS 483 1,458
Operating profit before changes At BEREHAN
in working capital R 167,380 215,591
(Increase)/decrease in amount due from e A B A L5008
a related party (sm),/md (1,397) 188
Decrease/(increase) in inventories FERD /() 18,908 (11,404)
Decrease/(increase) in trade and B E 57 E R ERE R
notes receivables wA,/(8m) 40,624 (141,050)
(Increase)/decrease in prepayments, deposits ~ FEZUE « &4 & E b e
and other receivables (), md (49,806) 61,120
(Decrease)/increase in trade and notes payables FEfHE 57008 ) B 215 () /1510 (58,865) 124,234
(Decrease)/increase in other payables, HibEf50IE - BUMHIER
receipts in advance and accrued charges FESTER R,/ (1,180) 13,449
Cash generated from operations RELEFBHNERE 115,664 262,128
Interest paid BRFE (1,390) (830)
PRC Enterprise Income Tax paid BEAPE P ERER (5,501) (4,119)
Net cash generated from REQETHNRLFE
operating activities 108,773 257,179
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CONSOLIDATED STATEMENT OF CASH FLOWS e HERER

For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

2009 2008
“EENE —TEN\F
Notes RMB’000 RMB'000
fizE ARETR ARETT
Cash flows from investing activities REREZHNHESRE
Interest received B 4,724 4,705
Acquisition of a subsidiary WiE—REMB AR 29 - (127,607)
Decrease/(increase) in pledged BEEBRITER
bank deposits md/(1240) 15,031 (76,567)
Payments for sales counter decoration EREEmEERE (36,031) (66,294)
Payments to acquire property, plant and BENE  BEK
equipment FEFIA (33,146) (86,896)
Payments to acquire intangible assets BARFEAERE (25) (80)
Proceeds from disposals of property, HEME - BEREE
plant and equipment HIFT{S A 48 -
Capital contribution from non-controlling REFERERNER TR
interest - 11,169
Net cash used in investing activities BRREEBNEELFE (49,399) (341,570)
Cash flows from financing activities REMETHNRLSRE
Dividends paid ERRE (18,195) (17,663)
New bank loans FERITER 37,000 15,335
Repayment of bank loans BERITER (34,279) (21,944)
(Repayment to)/advance from related parties  [AAEEAL(ER) 2% (3,877) 3,877
Net cash used in financing activities ARBEEHNRSFE (19,351) (20,395)
Increase/(decrease) in cash ReRBEELEEERB
and cash equivalents #in,/ (i) 40,023 (104,786)
Cash and cash equivalents at FIReRELEEER
beginning of year 351,176 468,483
Effect of foreign exchange rate changes EXZFHNTE (315) (12,521)
Cash and cash equivalents at end of year FRELRBEEEEER 390,884 351,176
Analysis of cash and cash equivalents RERALZEEER SN
Bank balances and cash RITERERE 22 390,884 351,176
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GENERAL

The Company is a public limited company incorporated in the
Cayman Islands on 20 July 2006 as an exempted company with
limited liability and its shares were listed on the Main Board of The
Stock Exchange of Hong Kong Limited (“Stock Exchange”) on 21
December 2006.

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

The Company’s principal activity is investment holding. The principal
activities of the Company’s subsidiaries are the manufacture and
sale of rechargeable battery packs and related accessories for
mobile phones, notebook computers, digital cameras and other
electronic appliances.

BASIS OF PRESENTATION OF FINANCIAL
STATEMENTS

The consolidated financial statements for the year ended 31
December 2009 (the “Financial Statements”) have been prepared
under the historical cost convention. In addition, the consolidated
financial statements include applicable disclosures required by the
Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) and the Hong Kong Companies Ordinance (Chapter
32 of the Laws of Hong Kong). The principal accounting policies and
methods of computation used in the preparation of the Financial
Statements are consistent with those adopted in the consolidated
financial statements for the year ended 31 December 2008, except
for the adoption of the new and revised International Financial
Reporting Standards (“IFRSs”) as explained in note 3 below.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &R R MizT

For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

—REHR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B & = MizT

For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

a)

b)

Statement of compliance

These financial statements have been prepared in accordance
with International Financial Reporting Standards (“IFRSs”), which
collective term includes all applicable individual IFRSs, International
Accounting Standards (“IASs”) issued by the International
Accounting Standards Board (the “IASB”) and Interpretations
issued by the International Financial Reporting Interpretations
Committee (the “IFRIC”) of the IASB and the disclosure
requirements of the Hong Kong Companies Ordinance.

Adoption of new and revised International Financial
Reporting Standards

The accounting policies adopted are consistent with those of
the previous financial year except as follows:

The Group has adopted the following new and revised IFRSs
and IFRIC interpretations for the Financial Statements which
are effective for accounting periods commencing on or after
1 January 2009. Except for in certain cases, giving rise to the
new and revised accounting policies and additional disclosures,
the adoption of these new interpretations and amendments has
had no effect on these financial statements.

IAS 1 (Revised) Presentation of Financial Statements

IAS 23 (Revised) Borrowing Costs

IAS 32 & IAS 1 Puttable Financial Instruments and
(Amendments) Obligations Arising on Liquidation
IFRS 1 & IAS 27 Cost of an Investment in a Subsidiary,

(Amendments) Jointly Controlled Entity or Associate

IFRS 2 (Amendment) Share-Based Payment —
Vesting Conditions and Cancellations
IFRS 7 (Amendment) Improving Disclosures about
Financial Instruments

IFRS 8 Operating Segments
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3. TESTHE

a)

b)

L L

BA TSR TOIR IR B B 75 s 22 B (T B BR B
BIREEAN DR - BIEAHA ERE R B
MR EER - BReEAZ 82 (B
SHENZE S ) RMHBEEREFHER(E
REFTREADARBREST AR B EET
MERIHREREZ R e ((BRM RS
BEZBE )BEMNZRBREE ARG
RERMTE ©

BRANHTR] R ARME AT B PR B A 3R 5 22 A

B TIATEIRSN - AR BRAAFEBR
S DART S E R EE — 2

HRHMBHEK - AKEDHRN T THIFAE]
KA ERT B0 BIRR B 75 3R 5 E A R B R B 75
RERBZENRB(R_TTNEF—
A—Bs 2 RFABHEHBER) ° &
& TIEREEHE RAEIERTNE TR &
BIMRES - Mz S B LB A Y
AP BRI EERZE

e AR B HRE 2 25
F15% (&185T)

Blp & 5t 28 EERA
#5235 (BK4B3T)

e AR eI ARER
553255 R B KEENEE
BEERIFE 15
(1BFTA)

BB 53R 2ER]  HEAR - #F
158 KB | B B B N ]
SEHEAFE278 2 EREMAK
(1BFTA)

BIRREI TSR R IR BRI -
FE25R (BT A) 5B R R
BRI SRS EE SRIAEBEZRE

FE75(EFTA)

BB SREER KD ED

F85%



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &R R MizT

For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

b)

Adoption of new and revised International Financial
Reporting Standards (Continued)

IFRIC 9 & IAS 39 Embedded Derivatives
(Amendments)
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

The principal effects of adopting those new and revised IFRSs
are as follows:

On 1 January 2009, the Group adopted the revised IAS 1
“Presentation of Financial Statements”. The adoption of
this revised standard has no effect on the results reported in
the Financial Statements. It does, however, result in certain
presentational changes in the Group’s primary financial
statements, including:

—  the adoption of the revised title “Statement of financial
position” for the “Balance sheet”; and

—  the presentation of all items of income and expenditure
in two financial statements, the “Income statement” and
“Statement of comprehensive income”.

The Group has adopted IFRS 8 Operating Segments with effect
from 1 January 2009. IFRS 8 requires operating segments to be
identified on the basis of internal reports about components of
the Group that are regularly reviewed by the chief operating
decision makers in order to allocate resources to segments
and to assess their performance. In contrast, the predecessor
Standard (IAS 14 Segment Reporting) required an entity to
identify two sets of segments (business and geographical), using
a risks and returns approach, with the entity’s system of internal
financial reporting to key management personnel serving only
as starting point for the identification of such segments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B & = MizT

For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

)

Significant judgments and estimates

The preparation of financial statements in conformity with
IFRSs requires the directors to make judgments, estimates
and assumptions that affect the application of policies and
reported amounts of assets, liabilities, income and expenses.
The estimates and associated assumptions are based on
historical experience and various other factors that are believed
to be reasonable under the circumstances, the results of which
form the basis of making the judgments about carrying values
of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if
the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current
and future periods.

The directors have considered the development, selection
and disclosure of the Group's critical accounting policies
and estimates. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying
amounts of assets or liabilities are as follows:

i)  Useful lives and depreciation of property, plant and
equipment
The Group determines the estimated useful lives and
related depreciation charges of its property, plant and
equipment. These estimates are based on the historical
experience of the actual useful lives of property, plant and
equipment of similar nature and functions. The Group
will increase the depreciation charge where useful lives
are less than previously estimated lives, and will write off
or write down technically obsolete or non-strategic assets
that have been abandoned or sold. Actual economic lives
may differ from estimated useful lives. Periodic review
could result in a change in depreciable lives and therefore
depreciation charges in future periods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

c¢) Significant judgments and estimates (Continued)

ii)

iii)

iv)

Net realisable value of inventories

Net realisable value of inventories is the estimated selling
price in the ordinary course of business, less estimated
costs of completion and variable selling expenses. These
estimates are based on the current market condition
and the historical experience of manufacturing and
selling products of similar nature. It could change
significantly as a result of changes in customer taste and
competitor actions in response to any industry downturn.
The directors reassess the estimations at each end of
reporting period.

Allowances for bad and doubtful receivables

The Group makes allowances for bad and doubtful
receivables based on an assessment of the recoverability
of the receivables. This assessment is based on the credit
history of the customers and other debtors and the
current market condition. The directors reassess the
allowance at the end of the reporting period.

Warranty claims

The Group generally offers half-year warranties for its
own-brand name products sold. The directors estimate
the related provision for future warranty claims based on
historical warranty claim information, as well as recent
trends that might suggest that past cost information
may differ from future claims. Factors that could impact
the estimated claim information include the success of
the Group’s productivity and quality initiatives, as well
as parts and labour costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

)

Significant judgments and estimates (Continued)

V)

Vi)

vii)

Impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating
units to which goodwill has been allocated. The value in
use calculation requires the Group to estimate the future
cash flows expected to arise from the cash-generating
unit and a suitable discount rate in order to calculate
the value in use. Where the actual future cash flows
are less than expected, an impairment loss may arise.
In June 2008, the Company acquired the sale interest
of Chaolitong Technology Company Limited and the
sale assets of Chaolitong Electronic Company Limited,
and the carrying amount of goodwill at the end of
the reporting period was RMB6,190,000. Details of the
impairment testing are provided in note 15.

Share-based payments

The Group measures the cost of equity-settled transactions
with employees by reference to the fair value of the
equity instruments at the date at which they are granted.
Estimating fair value for share-based payments requires
determining the most appropriate valuation model for
a grant of equity instruments, which is dependent on
the terms and conditions of the grant. This also requires
determining the most appropriate inputs to the valuation
model including the expected life of the option, volatility
and dividend yield and making assumptions about them.
The assumptions and models used for estimating fair
value for share-based payments are disclosed in note
31.

Deferred tax assets

Deferred tax assets are recognised for all unused tax
losses to the extent that it is probable that taxable profit
will be available against which the losses can be utilised.
Significant judgment is required to determine the amount
of deferred tax assets that can be recognised, based upon
the likely timing and the level of future taxable profits
together with future tax planning strategies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &R R MizT

For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(9]

d)

Significant judgments and estimates (Continued)

vii) Deferred tax assets (Continued)
The Group has tax loss carry forwards amounting to
approximately RMB38,319,000 (2008: RMB15,020,000).
These losses relate to subsidiaries that have a history of
losses and may not be used to offset taxable income
elsewhere in the Group. These subsidiaries have no
temporary taxable differences which could partly support
the recognition of deferred tax assets. Also, there are no
tax planning opportunities available that would further
provide a basis for recognition.

If the Group was able to recognise all unrecognised
deferred tax assets, profit would increase by approximately
RMB9, 185,000.

Further details on deferred taxes are disclosed in note
16.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up
to 31 December 2009. Where necessary, adjustments are
made to the financial statements of subsidiaries to bring
their accounting policies used into line with those used by
the Group.

A subsidiary is an entity controlled by the Company. A subsidiary
is considered to be controlled if the Company has the power,
directly or indirectly, to govern the financial and operating
policies, so as to obtain benefits from its activities.

All significant intercompany transactions and balances within
the Group are eliminated on consolidation.

3. TESTHHER®)

)

d)

BAHER G5 (E)

vii) EERIBEE (&)
AEBBELAERESBOARE
38,319,0007C( —ZEZN\F : AR
15,020,0007T) ° WLEEET RET
SRS BRIM B A B R A 24 1] A A
SHZN SR B E M i 7 B FERR BRI © It
LB R RN A B D ISR IR
FRIBEEN TR BRI ZRE o thoh
I BT B 5T 2 & DA — R FER
BE*.

BAAN £2 (] B HE P A5 R B AR A R RE Y
BERR BNSENHARE
9,185,0007T °

B B T BOIA B R B R M 161

% ©

i

mEE%E
mEMBRKREAFTARRTREMBA
AHBZE—ZZNF+_A=+—HLZH
BT o AR RIS W Z 0 B B A )
WS - BUEHPTA S BEREARE
ErAE—B -

MERRABARFEFNER - WARF
BREEKNKEREENE R RTBERE
ERRNBEEB &L - BHNBAR
BIHAR 2 B F2 ) o

SEABENEREIZINEGEARERE
SR -

—ETNEFR REBREEFRAIA @



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B & = MizT

For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

d)

e)

Basis of consolidation (Continued)

Non-controlling interests in the net assets (excluding goodwill)
of a consolidated subsidiary are presented separately from the
Group’s equity therein. Non-controlling interests in the net
assets consist of the amount of those interests at the date
of the original business combination and the non-controlling
parties’ share of changes in equity since the date of the
combination. Losses applicable to the non-controlling parties’
in excess of the non-controlling interests in the subsidiary’s
equity are allocated against the interests of the Group except
to the extent that the non-controlling parties has a binding
obligation and is able to make an additional investment to
cover the losses.

Business combinations

The acquisition of businesses is accounted for using the
purchase method. The cost of the acquisition is measured
at the aggregate of the fair values, at the date of exchange,
of assets given, liabilities incurred or assumed, and equity
instruments issued by the Group in exchange for control of
the acquiree, plus any costs directly attributable to the business
combination. The acquiree’s identifiable assets, liabilities and
contingent liabilities that meet the conditions for recognition
under IFRS 3 “Business Combinations” are recognised at their
fair values at the acquisition date.

Goodwill arising on acquisition is recognised as an asset and
initially measured at cost, being the excess of the cost of the
business combination over the Group’s interest in the net
fair value of the identifiable assets, liabilities and contingent
liabilities recognised. If, after reassessment, the Group's
interest in the net fair value of the acquiree’s identifiable
assets, liabilities and contingent liabilities exceeds the cost of
the business combination, the excess is credited immediately
in income statement.

Contingent consideration was recognised if, and only if, the
Group had a present obligation, the economic outflow was
more likely than not and a reliable estimate was determinable.
Subsequent adjustments to the contingent consideration
affected goodwill.

The interest of non-controlling parties in the acquiree is initially
measured at the non-controlling parties’ proportion of the
net fair value of the assets, liabilities and contingent liabilities
recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &R R MizT

For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

f)

Goodwill

Goodwill arising on an acquisition of a business represents the
excess of the cost of acquisition over the Group’s interest in the
fair value of the identifiable assets, liabilities and contingent
liabilities of the relevant business at the date of acquisition.
Such goodwill is carried at cost less any accumulated
impairment losses.

Capitalised goodwill arising on an acquisition of a business is
included in “intangible assets”, which presented separately in
the consolidated statement of financial position.

For the purposes of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant cash-
generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the acquisition. A
cash-generating unit to which goodwill has been allocated
is tested for impairment annually, and whenever there is an
indication that the unit may be impaired. For goodwill arising
on an acquisition in a financial year, the cash-generating unit
to which goodwill has been allocated is tested for impairment
before the end of that financial year. When the recoverable
amount of the cash-generating unit is less than the carrying
amount of the unit, the impairment loss is allocated to reduce
the carrying amount of any goodwill allocated to the unit
first, and then to the other assets of the unit pro rata on
the basis of the carrying amount of each asset in the unit.
Any impairment loss for goodwill is recognised directly in
the consolidated income statement. An impairment loss for
goodwill is not reversed in subsequent periods.

On subsequent disposal of the relevant cash-generating unit,
the attributable amount of goodwill capitalised is included in
the determination of the profit or loss on disposal.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B & = MizT

For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

9)

h)

Impairment of non-financial assets other than goodwill
Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, deferred tax assets and financial assets), the
recoverable amount of the asset is estimated. An asset’s
recoverable amount is the higher of the value in use of the
asset or cash-generating unit to which it belongs and its fair
value less costs to sell, and is determined for an individual
asset, unless the asset does not generate cash inflows that
are largely independent of those from other assets or groups
of assets, in which case the recoverable amount is determined
for the cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. In assessing value
in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks
specific to the asset. An impairment loss is charged to the
income statement in the period in which it arises.

An assessment is made at the end of each reporting period as
to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased.
If such indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that
asset, but not to an amount higher than the carrying amount
that would have been determined (net of any depreciation/
amortisation), had no impairment loss been recognised for
the asset in prior years. A reversal of such impairment loss
is credited to the income statement in the period in which
it arises.
Property, plant and equipment and depreciation
Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation and
impairment losses, if any. Details are set out in note 13.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &R R MizT

For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

h)

Property, plant and equipment and depreciation
(Continued)

The cost of an item of property, plant and equipment
(an “Item”) comprises its purchase price and any directly
attributable costs of bringing the Item to its working condition
and location for its intended use. Expenditure incurred after
the Item has been put into operation, such as repairs and
maintenance, is normally charged to the income statement
in the period in which it is incurred. In situations where it can
be clearly demonstrated that the expenditure has resulted
in an increase in the future economic benefits expected to
be obtained from the use of the Item, the expenditure is
capitalised as an additional cost of the Item.

When, in the opinion of the directors, the recoverable amounts
of property, plant and equipment are below their carrying
amounts, provisions are made to write down the carrying
amounts of such assets to their recoverable amounts (see
also note 3g) above).

The gain or loss on disposal or retirement of an Item recognised
in the income statement is the difference between the sale
proceeds and the carrying amount of the relevant Item, and
is recognised in the income statement.

Depreciation is provided to write off the cost of the assets on
the straight-line method, based on the estimated economic
useful lives of the individual assets, after taking into account
their estimated residual value, if any, at the following rates
per annum:

Electronic equipment, furniture and fixtures 20%
Motor vehicles 20%
Plant and machinery 10%
Moulds 20%-33.33%
Leasehold improvements 10%

Construction in progress represents property, plant and
equipment in the course of construction for production or for
its own use purposes. Construction in progress is classified to
the appropriate category of property, plant and equipment
when completed and ready for intended use. Depreciation
on these assets, on the same basis as other property assets,
commences when the assets are ready for their intended use.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &3 R MizT

For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

i)

i)

k)

Leased assets

i)  Classification of assets leased to the Group
Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and
rewards of ownership are classified as being held under
finance leases. Leases which do not transfer substantially
all the risks and rewards of ownership to the Group are
classified as operating leases.

ii) Operating lease charges

Where the Group has the use of assets held under
operating leases, payments made under the leases are
charged to the income statement in equal instalments
over the accounting periods covered by the lease term,
except where an alternative basis is more representative
of the pattern of benefits to be derived from the leased
assets. Lease incentives received are recognised in the
income statement as an integral part of the aggregate
net lease payments made. Contingent rentals, if any,
are charged to the income statement in the accounting
period in which they are incurred.

Prepaid lease payments

The cost of land use rights is amortised to the income statement
on a straight-line basis over the period for which the relevant
land use right has been granted.

Intangible assets other than goodwill

Intangible assets acquired separately

Intangible assets acquired separately and with finite useful
lives are carried at cost less accumulated amortisation and
accumulated impairment losses, if any. Amortisation for
intangible assets with finite useful lives is provided on a
straight-line basis over their estimated useful lives. Alternatively,
intangible assets with indefinite useful lives are carried at cost
less any subsequent accumulated impairment losses.

Distribution network 10 years
Domain names 3 years
Employee contracts 2.57 years
Non-compete agreements 2 years
Software 10 years
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R &

For the year ended 31 December 2009 B Z T ENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

k)

Intangible assets other than goodwill (Continued)

Gains or losses arising from derecognition of an intangible
asset are measured at the difference between the net
disposal proceeds and the carrying amount of the asset and
are recognised in the income statement when the asset is
derecognised.

Research and development expenditure
Expenditure on research activities is recognised as an expense
in the period in which it is incurred.

An internally-generated
development (or from the development phase of an internal

intangible asset arising from

project) is recognised if, and only if, all of the following have
been demonstrated:

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

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

e the ability to use or sell the intangible asset;

e how the intangible asset will generate probable future
economic benefits;

e the availability of adequate technical, financial and other
resources to complete the development and to use or
sell the intangible asset; and

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

The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred from
the date when the intangible asset first meets the recognition
criteria. Where no internally-generated intangible asset can
be recognised, development expenditure is charged to profit
or loss in the period in which it is incurred.

Subsequent to initial
intangible assets are measured at cost less accumulated

recognition, internally-generated
amortisation and accumulated impairment losses (if any),
on the same basis as intangible assets that are acquired
separately.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2009 &

EFTTAFT A=+ HIEFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

m)

n)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average method
and comprises all costs of purchase, costs of conversion and
other costs incurred in bringing the inventories to their present
location and condition.

Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and
the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in
which the related revenue is recognised. The amount of any
write-down of inventories to net realisable value and all losses
of inventories are recognised as an expense in the period the
write-down or loss occurs. The amount of any reversal of any
write-down of inventories is recognised as a reduction in the
amount of inventories recognised as an expense in the period
in which the reversal occurs.

Financial instruments

Financial assets

The Group’s financial assets include amount due from a
related party, trade and notes receivables, deposits and other
receivables, pledged bank deposits and bank balances and cash,
and are classified and accounted for as loans and receivables.
Financial assets are recognised on the trade date.

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. Loans and receivables are initially recognised
at fair value and subsequently measured at amortised cost
using the effective interest method, less impairment losses.
Any changes in their value are recognised in the income
statement. Significant financial difficulties of debtors, such as
the probability that debtors will enter bankruptcy or financial
reorganisation, and default or delinquency in payments are
considered indicators that the receivables are impaired.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &R R MizT

For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

n)

Financial instruments (Continued)

Financial assets (Continued)

Derecognition of financial assets occurs when the rights to
receive cash flows from the financial assets expire or are
transferred and substantially all of the risks and rewards of
ownership have been transferred.

An assessment for impairment is undertaken at least at the
end of each reporting period whether or not there is objective
evidence that a financial asset or a group of financial assets is
impaired. Impairment loss on loans and receivables is recognised
when there is objective evidence that the company will not
be able to collect all the amounts due to it in accordance
with the original terms of the receivables. The amount of the
impairment loss is determined as the difference between the
asset’s carrying amount and the present value of estimated
future cash flows.

Financial liabilities

The Group financial liabilities include amount due to a related
party, bank loans, trade and notes payables, other payables
and accrued charges. Financial liabilities are recognised when
the Group becomes a party to the contractual provisions of
the instrument.

Financial liabilities are initially recognised at fair value, net
of transactions costs incurred and subsequently measured at
amortised cost using the effective interest method. Financial
liabilities are derecognised when the obligation specified in
the contract is discharged or cancelled, or expires.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &3 R MizT

For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

o)

P)

Provisions

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a legal or constructive obligation
arising as a result of a past event, it is probable that an outflow
of economic benefits will be required to settle the obligation
and a reliable estimate can be made. Where the time value of
money is material, provisions are stated at the present value
of the expenditures expected to settle the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the end of
reporting period of the future expenditures expected to be
required to settle the obligation. The increase in the discounted
present value amount arising from the passage of time is
included in finance costs in the income statement.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless
the probability of outflow of economic benefits is remote.
Possible obligations, whose existence will only be confirmed
by the occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities, unless the
probability of outflow of economic benefits is remote.

Foreign currency translation

The financial statements are presented in Chinese Renminbi,
which is the Company’s functional currency. Each entity in
the Group determines its own functional currency and items
included in the financial statements of each entity are measured
using that functional currency. Foreign currency transactions
are initially recorded using the functional currency rates ruling
at the date of the transactions. Monetary assets and liabilities
denominated in foreign currencies are retranslated at the
functional currency rates of exchange ruling at the end of
reporting period. All differences are taken to the income
statement.

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was
determined.

SCUD GROUP LIMITED ANNUAL REPORT 2009

3. TESTHHEHER®)

o)

p)

B
(GEERANCTE RN SE TR AR et X LS
BERAETEERY  METZEHENS
BHRER IR I A R AT SE R A ET
B el ZEREREENEN B AR
e - MRERRREEEAN - AIRER
BITREMTEERNRESTIEME -

MRz FEEX B EMAERZ 23R
RNRE R AR RBEITEBIE R
KX 2R E - AR EBEEMSI Bz 8R
RERNETARERAZTHEER -

fid 5 A B M g SN A AT BE R EUE - SRR
HAEMBEREL A MR ABZBEBR
BERXERE  BRHEBERINTHAE
HEAREANERID - ARFRERELZRARRK
EHERRESEEEFEETHEER
% TERBEARBRAE  BHEMER
S E AT BE AR K RIR SN o

INEIRE
MBHREATBEARE(ARAZYESR
¥I25 AEEBE TR ERBITREY
REY MEERPBHRRAZIEBGNA
ZNEEEETE - INER SRR HA
HIE R 2 e E I & ALK - 3R & HfE
BREAINEREM c B EERAFER
ZRERZNEERERSHNE - IF
ZRIIAM R

IR SMEIE 2 AN 2 SR B
RS BB EERE  RENEATE
B HEH B REEATEEY A
ZEERE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R &

For the year ended 31 December 2009 &

ETTAFT A=+ HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

p)

a)

Foreign currency translations (Continued)

The functional currencies of certain overseas subsidiaries are
As at the end
of reporting period, the assets and liabilities of these entities

currencies other than the Chinese Renminbi.

are translated into the presentation currency of the Company
at the exchange rates ruling at the end of reporting period,
and their income statements are translated into Chinese
Renminbi at the weighted average exchange rates for the
year. The resulting exchange differences are recorded in other
comprehensive income and the cumulative balance is included
in translation reserve in the statement of changes in equity. On
disposal of a foreign entity, the deferred cumulative amount
recognised in exchange reserve relating to that particular
foreign operation is recognised in the income statement.

For the purpose of the consolidated statement of cash flows,
the cash flows of overseas subsidiaries are translated into
Chinese Renminbi at the exchange rates ruling at the dates
of the cash flows. Frequently recurring cash flows of overseas
subsidiaries which arises throughout the year are translated
into Chinese Renminbi at the weighted average exchange
rates for the year.

Taxation

Taxation represents the sum of the tax currently payable and
deferred tax. The tax currently payable is based on taxable
profit for the year. Taxable profit differs from net profit as
reported in the income statement because it excludes items
of income or expense that are taxable or deductible in other
years, and it further excludes items that are never taxable or
deductible.

Deferred tax is the tax expected to be payable or recoverable
on differences between the carrying amount of assets and
liabilities in the financial statements and the corresponding
tax bases used in the computation of taxable profit, and is
accounted for using the liability method. Deferred tax liabilities
are generally recognised for all taxable temporary differences,
and deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which
deductible temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary difference
arises from the initial recognition of other assets and liabilities
in a transaction that affects neither the tax profit nor the
accounting profit.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R &

For the year ended 31 December 2009 &

EFTTAFT A=+ HIEFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

q)

r)

Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except where
the Group is able to control the reversal of the temporary
differences and it is probable that the temporary difference
will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each
end of reporting period and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available
to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset realised, based on tax rates that have been audited or
substantively enacted at the end of each reporting period.
Deferred tax is charged or credited in the income statement,
except when it relates to items charged or credited directly to
other comprehensive income, in which case the deferred tax
is also dealt with in other comprehensive income.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable, and is reduced for estimated customer
returns, rebates and other similar allowances, as follows:-

i)  Sales of goods
Revenue from sales of goods is recognised when goods
are delivered and title has passed, which means that all
the following conditions are satisfied:

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

e the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods
sold;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &R R MizT

For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

r)

s)

1)

Revenue recognition (Continued)
i)  Sales of goods (Continued)
e  the amount of revenue can be measured reliably;

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

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

ii) Interest income
Interest income is recognised on an accrual basis using
the effective interest method by applying the rate that
discounts the estimated future cash receipts through
the expected life of the financial instrument to the net
carrying amount of the financial asset.

iii) Processing income
Processing income is recognised when processing services
are provided.

Government grants

Government grants in the form of incentive payments are
recognised as income and reported separately as “other
income” when the government’s approval of grant is
unconditional.

Government grants related to new products research costs are
recognised in the income statement over the period necessary
to match them with the related costs and deducted in reporting
the related expenses.

Employee benefits

i)  Short term employee benefits
Salaries, annual bonuses, paid annual leave, leave passage
and the cost to the Group of non-monetary benefits are
accrued in the year in which the associated services are
rendered by employees of the Group. Where payment or
settlement is deferred and the effect would be material,
these amounts are stated at their present values.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R &

For the year ended 31 December 2009 &

ETTAFT A=+ HIEFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

1)

Employee benefits (Continued)

i)

iii)

iv)

Contributions to defined contribution retirement
plans

Contributions to Mandatory Provident Funds as required
under the Hong Kong Mandatory Provident Fund Schemes
Ordinance and contributions to the retirement schemes
operated by the relevant authorities for employees
of the subsidiaries in the People’s Republic of China
(“PRC") are recognised as an expense in the income
statement as incurred, except to the extent that they
are included in the cost of inventories not yet recognised
as an expense.

Termination benefits

Termination benefits are recognised when, and only when,
the Group demonstrably commits itself to terminate
employment or to provide benefits as a result of voluntary
redundancy by having a detailed formal plan which is
without realistic possibility of withdrawal.

Equity-settled share-based payments

The fair value of services received, determined by
reference to the fair value of shares options granted to the
employees at the grant date, is expensed on a straight-
line basis over the vesting period with a corresponding
increase in equity (share options reserve).

At each of the end of the reporting period, the Group
revises its estimates of the number of options that are
expected to ultimately vest. The impact of the revision
of the estimates, if any, is recognised in the income
statement, with a corresponding adjustment to share
options reserve.

At the time when the share options are exercised, the
amount previously recognised in share options reserve
will be transferred to share premium. When the share
options are forfeited after the vesting date or are still
not exercised at the expiry date, the amount previously
recognised in share options reserve will be transferred
to accumulated profits.

@ SCUD GROUP LIMITED ANNUAL REPORT 2009
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2009 B Z T ENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

u)

V)

w)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of
those assets, until such time as the assets are substantially
ready for their intended use or sale. Investment income earned
on the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation. All other borrowing
costs are charged to the income statement in the period in
which they are incurred.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions,
and short term highly liquid investments that are readily
convertible into known amounts of cash and which are subject
to an insignificant risk of changes in value, having been within
three months of maturity at acquisition, less advances from
banks repayable within three months from the date of the
advance. Bank overdrafts that are repayable on demand and
form an integral part of the Group’s cash management are also
included as a component of cash and cash equivalents.

Related parties
A party is considered to be related to the Group if:

i) the party has the ability, directly or indirectly through
one or more intermediaries, to control the Group or
exercise significant influence over the Group in making
financial and operating decisions, or vice versa, or where
the Group and the party are subject to common control
or common significant influence;

i)  the party is a member of the key management personnel
of the Group;

iii)  the party is a close member of the family of any individual
referred to in i) or ii);
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B & = MizT

For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

w) Related parties (Continued)

iv)  the party is an entity that is controlled, jointly controlled
or significantly influenced by or for which significant
voting power in such entity resides with, directly or
indirectly, any individual referred to in ii) or iii); or

v)  the party is a post-employment benefit plan for the
benefit of employees of the Group, or of any entity that
is a related party of the Group.

Xx) Segment reporting
Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker, who is
responsible for allocating resources and assessing performance
of the operating segments, has been identified as the Boards
that makes strategic decisions.

@ SCUD GROUP LIMITED ANNUAL REPORT 2009
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R &

For the year ended 31 December 2009 &

ECTTAFT A=+ HIEFE

4. TURNOVER AND SEGMENT INFORMATION

a)

b)

Turnover
Turnover represents gross invoiced sales, less returns and
trade discounts.

Reportable segments

The Group has adopted IFRS 8 Operating Segments with effect
from 1 January 2009. IFRS 8 requires operating segments to be
identified on the basis of internal reports about components of
the Group that are regularly reviewed by the chief operating
decision makers in order to allocate resources to segments
and to assess their performance. In contrast, the predecessor
Standard (IAS 14 Segment Reporting) required an entity to
identify two sets of segments (business and geographical),
using a risks and returns approach, with the entity’s system
of internal financial reporting to key management personnel
serving only as starting point for the identification of such
segments.

The Group is currently engaged in the businesses of the
Group's own brand “SCUDFERR" brand and “Chaolitongia
J138" brand as well as original equipment manufacturing
("OEM business”) and the chief operating decision makers (i.e.
the Company’s directors) also review the segment information
of these businesses and based on it to allocate resources to
segments and to assess their performance. The application of
IFRS 8 has resulted in a redesignation of the Group’s reportable
segments as compared with the primary reportable segments
determined in accordance with IAS 14, which are set out
below:-

Own-brand “SCUDFRERR" brand — Manufacturing and sale of
“SCUDFRERR” brand rechargeable battery packs, chargers and
related accessories for mobile phones, notebook computers,
digital cameras and other electronic appliances.

Own-brand “Chaolitongi /738" brand — Manufacturing and
sale of “Chaolitong#& /738" brand rechargeable battery packs,
chargers and related accessories for mobile phones, digital
cameras and other electronic appliances.

OEM - Manufacturing and sale of rechargeable battery
packs, chargers and related accessories for mobile phones
for branded mobile phone manufacturers within and outside
China by way of OEM.

Others — Sales of raw materials.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B i8R R Kizt

For the year ended 31 December 2009 &= —EZAF+ - A=+—HIFFE

4. TURNOVER AND SEGMENT INFORMATION 4. EXZERDIPER @)

(Continued)
b) Reportable segments (Continued) b) HB|II;(E)
Segment information about these businesses is presented as BEZEEBNDHER 20T :
follows:
Segment revenue and results DEPUR R ] AR
Group A58
2009 2008
“EENE —EN\E
Own-brand Own-brand
business business
BEREER BARIRER
SCUD Chaolitong OEM SCUD Chaolitong OEM
brand brand  business  Others Total brand brand  hbusiness Others Total
REERE BHBRE OEMER £t & RERDE BHBARE  OMER Eft @i
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000  RMB'000
ARETT ARETT ARETR ARETR AR%TR ARETL ARETR ARETT ARETT ARETT
Turnover BE8 696,001 202,399 297,190 69,279 1,264,869 625679 219376 342,171 65,467 1,252,693
Segment results PBEE 66,327 (3,070)  (7,458) (693) 55106 109,495 33,369 (4,665) (5.994) 132,205
Unallocated income i ON 1,770 19,206
Unallocated expenses AARFEX (6,637) (8,224)
Finance costs BEMK (1,390) (830)
Profit before taxation BHARR 48,849 142,357
Taxation A (2,931) (72)
Profit for the year RERRF 45,918 142,285

—u b SCUD GROUP LIMITED ANNUAL REPORT 2009



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2009 #Z —FZFAF+ A=+ —HIFE

4. TURNOVER AND SEGMENT INFORMATION 4.

e B ERAR YR

EEERTHER ®)

(Continued)
b) Reportable segments (Continued) b) HBHBII:(E)
Segment information about these businesses is presented as AR EEBN D MBEMZ250T : (&)
follows: (Continued)
Assets and liabilities EEREE
Group 758
2009 2008
“EENE Z3I)\F
Own-brand Own-brand
business business
BERBER BATEEE
SCUD Chaolitong OEM SCUD  Chaolitong OEM
brand brand  business  Others Total brand brand  business Others Total
RERRE BHERE OEMER Eft @ RERGE BOBERE  OMER At o
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000 RMB'000  RMB'000  RMB'000
ARETR ARETR ARMTR ARMTR ARMTR ARBTT AREBTT ARETT ARETT ARETL
Segment assets PHEE 418,923 308286 129,568 - 856,777 394457 361,430 200,043 - 955930
Unallocated corporate assets AARAFEE
- Current tax recoverable ~ARE MRS 7,146 6,450
~ Pledged bank deposits -BERGTER 90,911 105,942
- Bank balances and cash -BEBRAE 390,884 351,176
- Others —Hft 152,921 118,367
Consolidated total assets GRBEE 1,498,639 1,537,865
Segment liabilities PHEE 62,413 62,395 2,839 - 127,647 80,088 125,967 246 - 206,301
Unallocated corporate liabiliies FPEAREE 132,860 110,882
Consolidated total liabilties hafak 260,507 317,183

“TTNEEH REREEARAT —@—
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For the year ended 31 December 2009 &= —EZTAF+ - H=1+—HIFFE

VAN
2Ny =

BA RS AR Yt

SCUD GROUP LIMITED ANNUAL REPORT 2009

4. TURNOVER AND SEGMENT INFORMATION 4. EXBER 2 IER @)
(Continued)
c¢) Other information o HitEH
Group A5
2009 2008
“ZEhE “RENE
Own-brand Own-brand
business business
BERBER BAmIERT
SCUD Chaolitong OEM SCUD  Chaolitong OEM
brand brand  business  Others Total brand brand  business Others Total
RERME BABRE OEMEH it &t REBRR BhERE  OMVER L) 3t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000 RMB'000  RMB'000  RMB'000
ARBTR ARMTR ARMTR ARMTR ARETR ARBTT ARETT ARETT ARETT ARETI
Additions to property, plant and RENE  BR
equipment e 27,636 381 623 4,565 33,205 32,943 11,430 40,753 9,781 94,907
Additions to sales counter decoration ~ REZEEAEE (AR
(included in leasehold improvements)  REEHNEEER) 35972 - - - BI2 66214 - - - 66214
Additions to intangible assets (Note) REEPAE (W) - - - 25 25 - 227257 - - 21257
Depreciation of property, 0% BER
plant and equipment RENE 11,212 1460 8436 16752 37,860 10,654 845 4788 16983 33270
Amortisation of sales counter decoration  ZEEEELEH (AR
(included in leasehold improvements)  REEWNEEER) 47,462 - - - 47462 17,030 - - - 17,030
Amortisation of intangible assets (Note) &R/ EERH(fiz) - 10378 - - 10378 - 5383 - - 5383
Impairment loss on intangible assets (Note) &F/AEHTRE
B (M) - 165% - - 16,59% = = - - -
Note: Mainly include goodwill and other intangible assets M FZRREREBBIBELENDS
arising from the acquisition of Chaolitong (see also BRHAMEREEGHER T XM
notes 15 and 29 below for details). F15/%29) °
d) Geographical information d) #HEER

Analysis of the Group's turnover and results as well as
analysis of the Group’s carrying amount of each relevant
segment’s assets and additions to property, plant and
equipment and intangibles by geographical market have
not been presented as they are substantially generated
from or situated in the PRC.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B i8R R Kizt

For the year ended 31 December 2009 # = —EZhFE+ - HA=1+—HIFFE

OTHER REVENUE 5. Hfttlrz=
Group
rEE
2009 2008
—EEAF —ET)N\F
RMB’000 RMB’000
ARETR ARET T
Interest income FLEWA 4,724 4,705
Foreign exchange gain bE W U s 330 9,567
Processing income INTYA 1,545 624
Investment tax refund WERE - 3,625
Sundry income HAbUA 132 685
6,731 19,206
e s
PROFIT FROM OPERATIONS 6. KEmA
Profit from operations is arrived at after charging (crediting): s N EHRR (BT A A TIEE ¢
Group
rEH
2009 2008
—EThE SRS
RMB’000 RMB’'000
ARBTT ARBTFT
Auditors’ remuneration: ZERME <
— current year provision — NEFERE 1,662 2,097
— prior year underprovision/ - BEFERETR
(overprovision) (RERE) 635 (779)
Depreciation of property, plant W - BB REENITE
and equipment (excluding (T EIEFE KRR
depreciation capitalised in WERITE
research and development AR#6,611,0007T
costs of RMB6,611,000 —TT)N\F :
(2008: RMB3,621,000)) AR#3,621,0007T)) 31,249 29,649
Amortisation: BEeH -
— sales counter decoration —SEEEEE
(included in leasehold (BIEREEMEERER)
improvements) 47,462 17,030
— intangible assets —EBEE 10,378 5,383
— prepaid lease payments —TANHEERIE 258 258
Impairment loss recognised on TEMEWE 5508 R R R 1% -
trade and notes receivables, TERFIE © e REMEK
prepayments, deposits and IR TER R EE 18
other receivables 59 16,772
Reversal of impairment loss FERWE 5 7IB R EREE -
recognised on trade and notes TERFIE « Re REMEK
receivables, prepayments, FIBHERA R E B 1B =
deposits and other receivables (594) -
Loss on disposals of property, HEWE - BB RE
plant and equipment ELEE 1,845 =
Cost of inventories recognised HERAFAZH
as expenses TFEKA 1,035,755 988,853
Operating lease rentals — office KERS - PHAEYE
premises 9,554 8,282
Impairment loss recognised on: BRI HER AR E B S
— goodwill —mE 6,200 -
- intangible assets —mAE 10,394 -
Research and development costs 7 R A KA
(net of government grant of (B FABRERFT & BY
RMB1,190,000 AE#1,190,0007C
(2008: RMB1,440,000)) —TT)\F : AR¥1,440,0007T)) 23,551 17,138
Staff costs (note 7) 8 TRA(HHEE7) 65,948 64,111
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %8 B i8R R Kizt

For the year ended 31 December 2009 &= —EZTAF+ - H=1+—HIFFE

7. STAFF COSTS

7. BIRAK
Group
rEE
2009 2008
—EENF —ETNF
RMB’000 RMB’000

AR¥TR ARETTT

Directors’ remuneration (note 8)  E =& (fizE8) 1,180 1,017
Other staff costs Hth 8 TR 66,287 65,368
Retirement benefits scheme Hh 8 THRRIEF
contributions STEIER 2,920 2,534
Less: Staff costs included in W FT AT R A EK AR
research and development BB TAA
costs (4,439) (4,808)
65,948 64,111

8. DIRECTORS' AND EMPLOYEES' REMUNERATION

a) The information disclosed pursuant to Section 161 of the
Hong Kong Companies Ordinance is as follows:

8. EEKEEME
a) REFEAAEHIESEARBOEH

M
Group
FEE
2009 2008
= —BRN\F
RMB’000 RMB'000

AR¥TR ARETT

Fees we 1,164 1,001
Other emoluments: EME
Retirement benefits RIREFIETE
scheme contributions IR 16 16
1,180 1,017

SCUD GROUP LIMITED ANNUAL REPORT 2009



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &R R MizT

For the year ended 31 December 2009 &= —EZThF+ - HA=+—HIFFE

8. DIRECTORS’ AND EMPLOYEES' REMUNERATION 8. EER{EEME ()

(Continued)
b) Details of emoluments paid by the Group to the directors are b) AEERESZNTHIMSFBOT :
as follows:
2009 2008
“BENE “IT)\E
Retirement Retirement
Benefits Benefits
scheme scheme
contri- Total contri- Total
Fees butions emoluments Fees butions  emoluments
EHRER RIKER
Be  FEMER “e Be  FrEIEXR el
RMB'000 RMB’000 RMB'000 RMB'000 RMB’000 RMB'000
AR¥TR AR¥TR ARBTR ARETT AR®ETT ARETR
Fang Jin ik - 4 4 - 4 4
Lin Chao (note i) R (i) - 4 4 = 4 4
Guo Quan Zeng PRI 500 4 504 414 4 418
Li Hui Qiu e 220 4 224 219 4 223
Huang Yan (note i) AR - - - - - -
Loke Yu (note iii) NG 103 - 103 - - -
Heng Kwoo Seng Mz (M)

(note iv) 57 - 57 157 - 157
Wang Jing Zhong FHE 60 - 60 61 = 61
Wang Jian Zhang TEE 60 - 60 61 = 61
Ho Man (note v) BEED) 164 - 164 89 - 89
Total @t 1,164 16 1,180 1,001 16 1,017
Notes: B3
(i)  resigned as director on 30 December 2009; iy RZZEZNEF+_A=tHEIZEZ:

(i) appointed as director on 30 December 2009; iy RZEENF+_A=tHEZAAEE;
(iii) appointed as director on 14 May 2009; (i) RZZEENEFLATNBEZERES:
(iv) resigned as director on 14 May 2009; vy R-ETNFRATEARTES:

(v) resigned as director on 20 October 2009. v) RZZEZNE+A-_tHEIEZ-

—ETNEFR REBEEFRAAF



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B i8R R Kizt

For the year ended 31 December 2009 &= —EZAF+ - A=+—HIFFE

8. DIRECTORS’ AND EMPLOYEES' REMUNERATION 8. EER{EEME ()

(Continued)

c)  The five highest paid individuals include two directors for the 0 BEZZFENFI-_A=+—HLFE"
year ended 31 December 2009 (2008: two), details of whose hEZEERTMATBERE(ZETNE
emoluments are set out above. MB)EE  FEZMESFBRN LEX -
The emoluments of the remaining three (2008: three non- EHR=ZFH(ZETEN\F : —ZFIES)EE
director) highest paid individuals are as follows: FHMATHB ST

Group

rEE
2009 2008
—BERF —ETTNF
RMB’000 RMB’000

AR¥TR ARETT

Salaries, bonus, allowance  ¥%& - #4% - ZE K

and other Benefits H A aF 1,759 1,449
Retirement Benefits scheme EARAEFIFH 2
contributions HR 21 21
1,780 1,470
The emoluments of the remaining non-director, highest paid HEHRGSHMEEEATHME N T AT
individuals are within the following bands: #HE
Group
rEHE
2009 2008
—EEBAF —ETNF
Nil to RMB880,480 T &= AR¥880,4807T
(equivalent to Nil to (£RIZ%1,000,000/%5T)
HKD1,000,000) 2 B
RMB880,481 to AR#880,481 & AR¥1,320,7207T
RMB1,320,720 (%£[71,000,001% L% 1,500,000 7T)
(equivalent to
HKD1,000,001 to
HKD1,500,000) 1 -

SCUD GROUP LIMITED ANNUAL REPORT 2009



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B & R MIzT

For the year ended 31 December 2009 #Z —FZFAF+ A=+ —HIFE

8. DIRECTORS’ AND EMPLOYEES' REMUNERATION
(Continued)

d) During both years, no emoluments were paid by the Group
to the five highest paid individuals (including both directors
and employees) as an inducement to join or upon joining
the Group or as compensation for loss of office. None of the
directors has waived any emoluments during both years.

9. FINANCE COSTS

BEELEEMES @

d) RREFEAR AKREHMERLEZRSH
AL (BRESEKEE)XNEAME
1E RIS DA ER B 30 A A £ B O 28
B RREBLOHE - RMEFERA

WEB EHEEAME -
BLE KA
Group
REE
2009 2008
—BENF —ETNF
RMB’000 RMB’000

AR¥TR ARETTT

Interest on bank borrowings SRITERAE 1,390 443
Other finance costs H i 51 & B A - 387
1,390 830

—ETNEFR REBREEFRAAF
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For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

10. $i1E

10. Taxation

No provision for taxation has been made by the Company as it is
not subject to tax in the Cayman Islands or other jurisdictions save
for the PRC where it conducts its principal business operations.

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

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.

Scud (Fujian) Electronics Co., Ltd. (“Scud Electronics”) and Scud
Battery Co., Ltd. (“Scud Battery”) are foreign investment enterprises
located in Mawei District, Fuzhou, Fujian Province, PRC. Scud
Electronics (Shenzhen) Co., Ltd. (“Scud Shenzhen”) and Chaolitong
Technology Company Limited (“Chaolitong Technology”) are foreign
investment enterprises located in Shenzhen, PRC. Both Mawei District
and Shenzhen are designated as an Economic Development Zone.
Accordingly, Scud Electronics, Scud Battery, Scud Shenzhen and
Chaolitong Technology are subject to an income tax rate of 15%.

Pursuant to the PRC Law of Income Tax of Foreign Investment
Enterprises and Foreign Enterprises, Detailed Rules and Regulations
for the Implementation of PRC Law of Income Tax of Foreign
Investment Enterprise and Foreign Enterprises and the approval
documents Rongkai Guo Shui Zheng [2003] No.72 and Rongkai
Guo Shui Zheng [2007] No.4 issued by Fuzhou Branch Tax Bureau
on 15 May 2003 and 7 February 2007, respectively, Scud Electronics
and Scud Battery are entitled to an exemption from PRC Enterprise
Income Tax for two years commencing from its first profit-making
year of operation and a 50% relief from PRC Enterprise Income
Tax for the next three years (“2+3 tax holidays”).

Accordingly, Scud Electronics was exempted from income tax
from 1 January 2002 to 31 December 2003 and was subject to
income tax at 7.5% from 1 January 2004 to 31 December 2006.
In 2007, Scud Electronics was recognised as a “foreign-invested
advances technology enterprise”. Scud Electronics has extended the
preferential income tax rate for three more years and has enjoyed
an effective tax rate of 10% from 2007 to 2010.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &R R MizT

For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

10. BiE ()

10. Taxation (continued)

On 16 March 2007, the Fifth Plenary Session of the Tenth National
People’s Congress promulgated the PRC Enterprise Income Tax Law
(“the new Enterprise Tax Law"), which took effect on 1 January
2008. As a result of the new Enterprise Tax Law, the statutory income
tax rate for enterprises in the PRC has been reduced from 33%
to 25%. On 6 and 26 December 2007, the State Council released
the Detailed Rules and Regulations for the Implementation of PRC
Enterprises Tax Law (“Implementation Rules)) and Guo Fa [2007]
No. 39 Notice on Carrying out the Transitional Preferential Policies
concerning Corporate Income Tax (“Circular 39)), respectively.

The new Enterprise Tax Law the Implementation Rules and Circular
39 provide a 5-year transitional period from 1 January 2008 for
those entitles which were established before 16 March 2007 and
which were entitled to a preferential lower income tax rate under
the then effective tax laws and regulations, as well as grandfathering
on the 2+3 tax holidays. The transitional tax rates are 18%, 20%,
22%, 24% and 25% for calendar years 2008, 2009, 2010, 2011
and 2012 onwards, respectively.

Pursuant to the new Enterprise Tax Law and the approval document
Rongkai Guo Shui Zheng [2009] No.150 on 30 April 2009, Scud
Electronics was recognised as an Advanced and New Technology
Enterprise (“ANTE”) under the PRC Enterprise Income Tax Law for
a period of 3-year effective retroactively from 1 January 2008 to 31
December 2010. Under the PRC Enterprise Income Tax Law Article
28, a recognised ANTE is entitled to a reduced income tax rate
of 15%. According to Guo Fa [2007] No.39 released by the State
Council on 26 December 2007, where the transitional preferential
income tax policies and the preferential policies prescribed under
the PRC Enterprise Income Tax Law and the Implementation
Rules overlap, an enterprise shall choose to carry out the most
preferential policy, but shall not enjoy multiple preferential policies.
Scud Electronics has chosen to enjoy the reduced tax rate of 10%
grandfathering treatment until 31 December 2007. Accordingly,
Scud Electronics is subject to income tax at 10% from 1 January
2007 to 31 December 2007 and at 15% from 1 January 2008 to
31 December 2010.

Scud Battery started to enjoy the tax exemption from 2007 and
the 50% tax relief from 2009. Scud Battery is subject to income
tax rate at 10% in 2009.

R=ZZZ+F=A+H F+EZEARK
RABERIRZBeZRB(PRCEMGH
EY(FRERE]D) - YR =TT NF—A—H
AR - MBI EBE - PRBERNEER
SHHEEMA33%ME25%  c R_EZTLF+
;ﬂ/\E]& +/\E1 .ﬁ%[ﬁf\%mﬁﬁ@#li
EREERFABRRER) (BRG] R
(RSP BARN & e th 2 TS R RE BB BUR B
AN)(BE£[2007]395%) ([ 553957 A1) -

i ERE - BHEGHI RFEIFBAHTE - FT
ERZZETLF =R+ "BRKZHELS - 7
EERFNHRBEERBESR B ST N\F—
A—BR%  BEAIRHEERARORERE
RIERENEEMEREAT  AREFRX
FERBIBM R = RFTHBER - RZTZEN
F ZETNF T -TF - ZFT—FR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &3 &R MIzT

For the year ended 31 December 2009 B ZE -—ZENF+=A=+—HILFE

10. Taxation (continued)

Pursuant to the PRC Law of Income Tax of Foreign Investment
Enterprises and Foreign Enterprises, Detailed Rules and Regulations
for the Implementation of PRC Law of Income Tax of Foreign
Investment Enterprise and Foreign Enterprises and the approval
documents Shen Guo Shui Long Bu Jian Mian [2008] No.4 and Shen
Guo Shui Bao Fu Jian Mian [2007] No.0111 issued by Shenzhen
Branch Tax Bureau on 8 January 2008 and 10 September 2007,
respectively, Chaolitong Technology and Scud Shenzhen are entitled
to an exemption from PRC Enterprise Income Tax for two years
commencing from its first profit-making year of operation to a 50%
relief from PRC Enterprise Income Tax for the next three years.

Chaolitong Technology and Scud Shenzhen started to enjoy the
tax exemption from 2008.

According to the new Enterprise Tax Law announced by the National
People’s Congress on 16 March 2007, the Implementation Rules and
Guo Fa [2007] No.39 released by the State Council on 6 December
2007 and 26 December 2007, respectively, the tax exemptions
granted to Scud Battery, Chaolitong Technology and Scud Shenzhen
can be continued until their respective expiry dates.

Details of the taxation in the consolidated income statement are
as follows:

10. BiH (2)

BIEPEIINEREREIMENRAETE - B
MR BIINE 1 2 R BN 2E K FTAS B A B0 R 4
MAIRAEG  UERINREDBARIR=_ZF
NE—ANBRZZEZELFNATEHELNE
HE SR B B BE TR 2 (2008455 MR BT B AR
L [2007]01115% - HB A EBHE KORYIFR ERR
B A A AR R A R M R
RERFRACERBE  UERRAKR=FZFH
50% B H B ZEFTIS B TR o

BAOBMEERINRERG —_FZNFEER
MIRER R

BEZEARREASHR_ZEZTLF=A+X
HAMAFEERE  UWEBEKRED IR =
Z+F+-_ARNBE_ZEZE+F+ A=+~
B 48 1 89 & e 1515 bA K B #[2007]395% © &% T
FRERE M - BN BEERRYIFRERRFEE
A BHEESENERAAL -

FEARRE e R BIAEF BT

2009 2008
—sEnE  —TT)E
RMB’000 RMB’000
AR%T R ARET T
Current tax — PRC BN EAR 18 — R
Enterprise Income Tax REMET

Tax for the year REERIE 6,065 72

Overprovision for LEFEBRE
previous year B (72) =
Deferred tax (Note 16) HAebgh & A (MisE16) 3,003 —
Taxation sl 8,996 72
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For the year ended 31 December 2009 &= —EZAFE+ - A=+—HIFFE

10. BiE (@)
R UEE M - FRB AT S A SR AN S

10. Taxation (continued)

The reconciliation between profit before taxation and taxation in

the consolidated income statement is as follows: IR :
Group
rEHE
2009 2008
“EEAE ZETN\F
RMB’000 RMB’000
AR®T ARBTFT

Profit before taxation R A g A 54,914 142,357
Tax at income tax rate of 25% LTS R 25% 5 S8

(2008: 25%) (2008: 25%) 13,728 35,589
Tax effect of different tax rates of #EEAhRLAERCLHBA

subsidiaries operating KR E R TS &

in other jurisdictions 169 340
Tax effect of expenses not NI AT G T E

deductible for tax purposes 9,768 5,548
Tax effect of income not taxable — BZERFIR AR 2

for tax purposes (268) (1,176)
Tax effect of temporary differences SCRIARIER LRI G &

not previously recognised (3,127) 1
Overproivision in prior years VARTF 2 38 2 fs 1 (72) =
Tax effect of tax losses RERTIBEENT BT E

not recognised 1,795 294
Tax effect of utilisation of AT IEEENH T E

tax losses - (2,704)
Tax effect of with holding tax REBRPEARIEME

at 5% on the distributable PRS2 EOBT B R B HY

profits of the Group’s A 53K & 425 %

subsidiaries established in BAMTBHT R BE

the People’s Republic of China 1,900 -
Effect of concessionary rate HE R A R ER T R ER

granted to the PRC subsidiaries Ef - (14,897) (37,820)
Taxation A 8,996 72

“TEAEEH NEREEERAT _©_
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For the year ended 31 December 2009 &= —EZTAF+ - H=1+—HIFFE

11. DIVIDENDS 11.

A final dividend for the year ended 31 December 2009 of HK$0.02
per share, amounting to a total final dividend of approximately
RMB18,173,000 is to be proposed at the forthcoming annual
general meeting of the Company. These financial statements do
not reflect this dividend payable.

A final dividend for the year ended 31 December 2008 of HK$0.02
per share, amounting to a total final dividend of approximately
RMB18,195,000 was paid to the shareholders during the year
ended 31 December 2009.

12. EARNINGS PER SHARE 12.

The calculation of the basic and diluted earnings per share
attributable to the equity holders of the Company is based on the
following data:

Hﬁ 1%\

HE-ZZAGE+-_A=T—HILLFENXREH
1% £.0.0278 T A AR ¥18,173,0007T #5748
AARIEERRBAFAE LIRE - AME®ME
A f Bk b TE AR B, o

RBE-_ZTAF+-_A=+—BLLFE
W BERNEE-ZTENF+-_A=+—8H
IEFERRPREFR0.02BTETENARE
18,195,0007T F A% °

BRER

ARABEREEEREAREERNBRBEAT
BB HE

Group

rEE
2009 2008
—EThEF —ETN\F
RMB’000 RMB’000

ARBFR ARETT

Earnings for the purposes of basic & & MREARNEF| & #Hr &7
and diluted earnings per share (RARERRE ABERFEERF)
(profit for the year attributable
to the equity holders of
the Company)

46,837 131,954
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For the year ended 31 December 2009 # = —EZhFE+ - HA=1+—HIFFE

12. EARNINGS PER SHARE (Continued) 12. BIRBF (&)
Number of ordinary shares
SERHAE
2009 2008
—EZhE ZETN\F
‘000 ‘000
¥t LAF5t
Weighted average number STHEERERBTE
of ordinary shares for the LB AR NN 5 B
purpose of basic
earnings per share 1,028,713 1,001,453
Effect of dilutive potential BB s e R AR
ordinary shares: o7&
— share options — AR 7,112 7,146
— consideration shares to be — Ik BE — R B A Rl FT T 31T
issued for the acquisition ZRERD
of a subsidiary 3,288 5,671
10,400 12,817
Weighted average number of AEGREERT
ordinary shares for the purpose  HJ /MR hfE 1528
of diluted earnings per share 1,039,113 1,014,270

—TTNEEH REREEARAT —@—
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For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

13. PROPERTY, PLANT AND EQUIPMENT 13. 9% - BERRE
Electronic
equipment, Leasehold
furniture and Motor Plant and Construction  improve-
fixtures  vehicles machinery ~ Moulds in progress ments Total
B BER HE

BRRKE i e BE HRIER MNEkE &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARBTT ARMTR ARBTR ARMTR AR®TT ARMTR

Group r5E
Cost KA
1 January 2008 —“ZZ)\&—A—-H 49,026 8,181 77,649 32,284 44,121 1,286 212,547
Exchange adjustment SNEFE 9) - - - (2829 - (2830
Additions AE 13,723 679 39,159 2,278 25,295 68,658 149,792
Additions through EERB AR mES

acquisition of a subsidiary 1,143 52 7,556 2,578 - - 11,329
Transfer b 2,963 284 - - (17,653) 14,406 -
31 December 2008 “EZ\E+-A=1-H 66,846 9,196 124,364 37,140 48,938 84,350 370,834
Additions AE 2,786 741 1,159 3,325 25,135 36,031 69,177
Transfer B 1,697 = 224 = (1,921) = =
Disposals e - (92) - (1622 - - (1719
31 December 2009 “EENET-A=T-H 7329 9845 125747 32843 72,152 120,381 432,297
Depreciation nE
1 January 2008 “ZZ)\&—A—H 21,861 2,084 8,556 11,763 - 88 44,352
Exchange adjustment SNEFE (4) - - - - - (4
Charge for the year REERY 9,398 1,038 9,546 7,315 - 23,003 50,300
31 December 2008 —ZE\F+-A=1—H 31,255 3,122 18,102 19,078 - 23,091 94,648
Charge for the year REERR 12,573 1,084 10,962 7373 - 53330 85322
Transfer i (1,780) - 1780 - - - -
Disposals HE - (28) - (5793) - - (5821)
31 December 2009 “EENET-A=1-H 42,048 4178 30,844 20,658 - 76,421 174,149
Net book value IREEE
31 December 2009 “EENFT-A=t-H 29,281 5,667 94,903 12,185 72,152 43,960 258,148
31 December 2008 “TEN\FT-A=t-H 35,591 6,074 106,262 18,062 48,938 61,259 276,186
Certain motor vehicles have been pledged by the Group in favour of REEBKHE T AERKRTFRIT - tEA— B
a bank to secure a bank loan granted by a bank to the Group. ITERBER -
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For the year ended 31 December 2009 # = —EZhFE+ - HA=1+—HIFFE

14. PREPAID LEASE PAYMENTS

The Group’s prepaid lease payments comprise leasehold land outside
Hong Kong held by the Group under medium term leases, as

14. E{FHEFIE

AEENBNEERBREASERESHHE
HWRBEBAIEE LM - FEWT

follows:
Group
REE
RMB'000
AREFIT
Cost 2%
1 January 2008 RZZEZNF—H—H 12,904
Additions A0 =
31 December 2008 RZEZNF+=RA=+—H 12,904
Additions N =
31 December 2009 RZZEZNF+=-_R=+—8H 12,904
Amortisation ey
1 January 2008 RZZEZN\F—H—H 403
Charge for the year REEHRZ 258
31 December 2008 RZZEENF+_A=+—H 661
Charge for the year KEERE 258
31 December 2009 RZZEZENF+-_RA=+—8H 919
Net carrying amount BREEE
31 December 2009 RZZBENF+HA=+—8H 11,985
31 December 2008 RZBEZNF+=A=+—H 12,243

—ETNEFR REBEEFRAIA
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For the year ended 31 December 2009 &= —EZAF+ - A=+—HIFFE

14. PREPAID LEASE PAYMENTS (continued)

An analysis for reporting purposes is as follows:

14. BERHHERE#)

E2MABHDTAT :
Group
rEE
2009 2008
—EEAF —ZENF
RMB’000 RMB'000

AR¥TR ARETT

Current portion TENEL 258 258
Non-current portion IERENEL D 11,727 11,985
11,985 12,243

Prepaid lease payments are released to the consolidated income
statement over the term of the leases of 50 years.

AEBBNEERBRENA T FEHE K
R e
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For the year ended 31 December 2009 &= —EZAFE+ - A=+—HIFFE

15. INTANGIBLE ASSETS 15. BLEE
Distribution Trade names ~ Domain  Employee Non-compete
network and patents names  contracts agreements  Goodwill  Software Total
(Note i) (Note i) (Note i)
PEA% mEERER Bt [EERN THIEE L gt &t
(W) (Kt (ki)

RMB' 000 RMB' 000 RMB' 000 RMB' 000 RMB' 000 RMB' 000 RMB' 000 RMB' 000
ARBTL ARBTR ARMTL ARBTL ARMTL ARETL ARMTL ARETR

Group 558
Cost A
1 January 2008 “F3\5-A-H - - - - - - 3619 3619
Additions #m - - - - - - 80 80
Arising from acquistion RUENBARmEE

of a subsidiary 97,664 106,182 74 58 350 22,849 -2
31 December 2008 ZE3\EtZA=1+-H 97,664 106,182 74 58 30 22,849 3609 230876
Additions b)) - - - - - - 25 25
Subsequent adjustment to the FMRENAEEE

contingent consideration - - - - - (10,459) - (10,459)
31 December 2009 “EENFTR=1-H 97,664 106,182 74 58 30 1239 374 20440
Amortisation and impairment BHRAE
1 January 2008 “ZE\5-A-R - - - - - - 510 510
Charge for the year AEERR 4883 - 12 1 88 - 389 5,383
31 December 2008 “3E\Ft-h=1-A 4883 - 12 1 88 = 899 5,893
Charge for the year AEERX 9,766 - 25 3 175 - 389 10378
Impairment loss HEEE - 103% - - - 6,200 - 165%
31 December 2009 “EENFTR=1-H 14649 10,39 37 34 263 6,200 1288 32,865
Net carrying amount IREFE
31 December 2009 “FENET-R=T-H 83015 95788 37 24 87 6,190 243 187577
31 December 2008 “3E\Ft-h=1-A 9,781 106,182 62 4 6 289 2800 224,983
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For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

15. INTANGIBLE ASSETS (Continued)

Notes:

i)

iii)

Distribution network represents the sales network of the
“Chaolitong#& /138" brand, covering second tier and third
tier cities, towns and villages in the PRC. It is expected that
Chaolitong’s distribution network will offer positive growth
prospect for the Group and retrieved the present insufficiency
of the Group’s distribution channel in such region.

Trade names and patents comprise 7 trade names and 3
patents held by Chaolitong. The trade name of “Chaolitongia
713" is a popular brand which has obtained the general
recognition of consumers in rural areas and second tier and
third tier cities in the PRC. Trade names and patents have
been allocated to the single cash generating unit (“CGU"),
Chaolitong. The recoverable amount has been determined
based on fair value less costs to sell. That calculation uses
cash flow projections based on financial budgets approved
by management covering a 5-year period which has been
extrapolated using the estimated growth rate ranging from
3% to 20%. These growth rates are based on the relevant
industry growth forecasts and do not exceed the average
long-term growth rate for the relevant industry. The discount
rate applied to the cash flow projections is 16%. Another key
assumption for the fair value less costs calculations is the pre-
tax royalty rate of 2.75% which is determined based on the
discussions with management, review of publicly available data
on trade names and patents and the guideline royalties. The
fair value less costs to sell calculated by using the discount
rate is lower than the carrying amount.

As a result, an impairment of trade names and patents of
RMB10,394,000 was provided in the current year. The loss
is included in “Administrative expenses” in the consolidated
income statement.

Goodwill arising from the acquisition of the “Chaolitongita /1
4" brand is attributable to the anticipated revenue growth,
profitability, future market development and anticipated future
operating synergies from the combination.

Goodwill has been allocated to the single cash generating
unit (“CGU"), Chaolitong. The recoverable amount has been
determined based on a value in use calculation. That calculation
uses cash flow projections based on financial budgets approved
by management covering a 5-year period which has been
extrapolated using the estimated growth rates ranging from
3% to 20%. These growth rates are based on the relevant
industry growth forecasts and do not exceed the average
long-term growth rate for the relevant industry. The discount
rate applied to the cash flow projections is 14%. Another key
assumption for the value in use calculations is the budgeted
gross margin, which is determined based on the CGU’s past
performance and management'’s expectations over the market
development. The value in use calculated by using the discount
rate is lower than the carrying amount of the CGU. As a result,
an impairment of goodwill of RMB6,200,000 was made in the
current year. The loss is included in “Administrative expenses”
in the consolidated income statement.
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i) MEEIIEIERDBEEANT7ERE
EA3IFER| o [ ChaolitongiB 1138 | R AERI 7
EEEXECIMNMIE  ESFE=- - =&
T SBR[ H B A A B R AT o fp R
BREHEEE —FIRIReELEM([]
SEAEMN]) BHE- - ATkEHEE
TIRBEAFERHEXNAETE - szt E(E
BRREEEE ERERAFHNNBES
MIRERTER » BAN F3%E20%2 T8
HIMEREY  c 2SR RETIREF BT
¥ERTEAET BB BEBITENT
ARG ER - IWERTE A ER 2 8HIR XK
16% ° st EAFERKAANENZ—EEE
BREARBFEEEEETHN « EHME
B E R A RS EIR MRS EE
MFL IR EF I B K2 75% o LABRIR R+ &
B A FER &R ANMEREREE e

Hilt - RAFERE AR 10,394,0007T,2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &R R MizT

For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

15.

16.

INTANGIBLE ASSETS (Continued)

Notes:

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

DEFERRED TAX ASSETS AND LIABILITIES
RECOGNISED

The components of deferred tax assets/(liabilities) recognised in the

15.8FEEE®)
B -

iv) AEEHEEAAROHELRERE
METERRENR  KHETLEERT
RATRERE - RIS pNSRZ 1T AR o
P 2 DiHMAE « THFHH - BRA
4 BRREGABERERES B2
A PR A HAAE 1T 5 o

16. EABNELEHREERERE

S EWEF’—\EH’{%’IKZDL%%EE% VIR FE IR

consolidated statement of financial position and the movements BE/ (8 REBIT:
during the year are as follows:
Impairment Impairment
loss on loss on
property, trade and Accelerated  Undistributed
plant and other accounting profits of
equipment receivables  depreciation subsidiaries Total
EWE S8
NE - BER REAEY & HEARH
REREER FEHEEBR gitiE AP EA #sct
RMB000 RMB000 RMB'000 RMB'000 RMB000
AREFT AREFT AREFT ARETT AREFT
Group PN
31 December 2007 RZZTLER-TT)N\F
and 2008 +-A=1+—A 156 1,297 222 - 1,675
Charge to consolidated RN e oGkl = (881) (222) (1,900) (3,003)
income statement
31 December 2009 R=BBAE+ZA=1—H 156 416 - (1,900) (1,328)

The Group other than its subsidiaries in the PRC had unused tax
losses of approximately RMB4,639,000 (2008: Nil) for offset against
future assessable profits. Such unused tax losses may be carried
forward indefinitely.

The Group’s PRC subsidiaries had unused tax losses of approximately
RMB33,680,000 (2008: RMB15,020,000), that can be carried
forward for five years from the years in which the loss arose for
offsetting against future taxable profits of the company.

B 7S &5 [ A Hh B B 8 R B o1 $E@ﬁﬂ<§bﬁﬁ
M TEE B4 AR %4,639,0000( —FZ N\
& E) - ERIMARRERTRE A o EZX?E%H
KT IB S IE I K A LSS o

AEBHNFBEMBARABRBANTIEEE
AR #33,680,000t( =TT NF : ARKE
15,020,0007T) * AT ASF - MATEEREE
AR R BIAR R PER TR T ©

—ETNEFR REBEEFRAIA @



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B & R MIzT

For the year ended 31 December 2009 B Z - ZTENF+=A=+—HILFE

16. DEFERRED TAX ASSETS AND LIABILITIES 16. CHERZNELEHEBEEERERB®)

RECOGNISED (Continued)

No deferred tax asset has been recognised in respect of approximately
RMB38,319,000 (2008: RMB15,020,000) unused tax losses due to
unpredictability of future profit streams for offsetting the unused
tax losses before expiry.

According to Articles 3 and 37 of the new Enterprise Income Tax
Law, distribution of dividends by a foreign investment enterprise
in China to its non-tax resident foreign investor is subject to
Enterprise Income Tax at source on a withholding basis. The standard
withholding tax rate pursuant to Article 4 of the new Enterprise
Income Tax Law is 20%. According to Article 27 of the Enterprise
Income Tax Law and Article 91 of the Detailed Implementation Rules
of the Enterprise Income Tax Law, the applicable withholding tax
rate has been reduced to 10%. Under the Arrangement between
the Mainland of China and Hong Kong Special Administration
Region for the Avoidance of Double Taxation and the Prevention
of Fiscal Evasion, or Mainland China/HKSAR DTA, Hong Kong tax
residents which hold 25% or more of a PRC enterprise are entitled
to a reduced dividend withholding tax rate of 5%.

In addition, according to Cai Shui [2008] No.1, a circular jointly
issued by the Ministry of Finance and State Administration of
Taxation on 22 February 2008, distribution of dividends out of
pre 2008 retained profits by a foreign investment enterprise to its
foreign investor in or after 2008 is exempted from Enterprise Income
Tax, whereas distribution of dividends out of profits generated by
a foreign investment enterprise in or after 2008 shall be subjected
to Enterprise Income Tax in accordance with the relevant articles
of the Enterprise Income Tax Law and its Detailed Implementation
Rules as described above. Accordingly, dividends receivable from
certain subsidiaries in respect of profits earned since 1 January
2008 is subject to 5% withholding tax.

At 31 December 2009, the Group’s share of aggregate amount
of temporary differences associated with retained earnings of the
Company's PRC subsidiaries was approximately RMB209,347,000
(2008:RMB128,279,000). Deferred taxation has not been provided
for in the consolidated financial statements in respect of the Group’s
share of temporary differences attributable to retained profits
of the Company’s PRC subsidiaries amounting to approximately
RMB171,347,000 (2008:RMB128,279,000) as the Group is able
to control the timing of the reversal of the temporary differences
and it is probable that the temporary differences will not reverse
in the foreseeable future.

@ SCUD GROUP LIMITED ANNUAL REPORT 2009

FR A A TEDRI R 2R F) 2R LA #8078 2 B Al
REBANHIBEEE WU TERNARE
38,319,000 T(ZZZ\F: ARK#15,020,000
TR KRB AR BEIEEREERIBEE -

BB ECEMSTEF=GRE=T1K 5
BRECEAIIFERINEREE S RIKE 2K
BANRRIMB I ABREEMEN - RIB
MEEMSTOEENG BERZENREXES
20% ° MIRBEEMEREE - T LHEREE
PRSTURERIGAIE N+ —1& - @R E
BEHE10% © RBSAFEEFAITHEH
B FT S e B SR IERRTRR R HE) -
AFEREEFE25% A EERHEBRTRE
B - AHREET RS % MM R ETEHH

AIREBFBABEEARHERRIN T NF -
AZ+—BBARMAKERERMAEHRE TE
BHEReBM) (B5[2008]15%) - — BB N\F
ZHINERECETKRHNREARDRNE - £
“EENFHUNEDORRINEREEDN AR
BEEMREHR - M _ZEN\FRURFEING
RECENMEIESR - REK LA BEME
BOEBRBRIGD R EFHAERR N AMEERT
B Bt ETMEBARRE T NF—A
— B SR &S /03 I 1 FE U i SR B A5 % 0 18
M

—EENFFTZA=+—R AEEEHK
AARPEMEARRE R E @A
EZREA HH ARK209,347,0000t( —ZEZ N\
F: AR #128,279,0007T ) ° H A AL E AJ
TH B O ERERARRE BERERERA
ABRETeEE WERASEEREGEARA
AFRBENEARRBAFEGZERHEELY
AR #171,347,000c( Z 2T N\F: ARK
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %8 B i8R R Kizt

For the year ended 31 December 2009 &= —EZThF+ - HA=+—HIFFE

17. DUE FROM A RELATED PARTY 17. EREBEA LRI
The amount due from a related party is unsecured, interest-free R —R2EREATHRBLAERR 2ER
and repayable on demand. AR BEREHEER ©
The information disclosed pursuant to Section 161B of the Hong RIEE B R AHEFI F161BIK 8 I B /& K i
Kong Companies Ordinance is as follows: S
Maximum balance Balance at Balance at

during the year 31 December 2009 31 December 2008
R-ZBEAF+=A RZZTN\F+ZA
EARBLEHG =+ B =t+—BHEH

RMB'000 RMB'000 RMB'000
ARETR ARETT AREFT
Scud Stock (Fujian) Co., Ltd. BEREBROERAH 2,340 2,335 938
Scud Stock (Fujian) Co., Ltd. is a company with Mr. Fang Jin, Mr. BERERBOERARA—HUESEE
Lin Chao and Mr. Guo Quan Zeng being common directors and MEBEERBRIGEESRAAESERENRD
shareholders. A e
The directors consider that the carrying amount of the amount due EERABKEREALTFENIREAERELR
from a related party approximates its fair value. FERE °

—ETNEFR REBEEFRAAF



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %8 B i8R R Kizt

For the year ended 31 December 2009 &= —EZTAF+ - H=1+—HIFFE

18. INVENTORIES 18. 7 &
Group
REE
2009 2008
—EThEF —TT )\
RMB’000 RMB’'000
ARET T AREFTT
Raw materials [R# % 114,881 140,799
Work in progress - pK i 37,270 31,626
Finished goods EXm 6,966 5,600
159,117 178,025
All inventories were stated at cost. BT EH AR AR °
19. TRADE AND NOTES RECEIVABLES 19. EWE ZREREVREE
Group
REE
2009 2008
—EThEF —TT )\
RMB’000 RMB’'000
ARET T AREFTT
Trade receivables FEUE 5 5/ H 265,969 301,218
Notes receivables FEU = 16,159 37,017
282,128 338,235
Less: Allowance for bad and W RERREEE
doubtful debts (3,890) (19,454)
278,238 318,781

SCUD GROUP LIMITED ANNUAL REPORT 2009

As at 31 December 2009, no notes receivables have been pledged
by the Group in favour of a bank to secure notes payables (2008:
RMB15,600,000).

RZZBZNFTZA=+—H TEELEAE
FEWREEERTRIT - FRENRENER(Z

TT)\F : AR%15,600,0007T) °




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B i8R R Kizt

For the year ended 31 December 2009 # = —EZhFE+ - HA=1+—HIFFE

19. TRADE AND NOTES RECEIVABLES (Continued)

An aged analysis of trade and notes receivables at the end of the
reporting period, based on the invoice date and net of allowance,

19. ERESFERERERE #)

RIBEHRZER  EHBRBERN RS HRERE
B EIE 5 FR K IR IR M IRER D ATEA T

is as follows:

Group

rEE
2009 2008
—EENF —ZET)N\F
RMB’000 RMB’000
AR®TR AREBTT
0 to 60 days 0Z£60K 212,433 200,344
61 to 180 days 612180k 63,539 116,995
181 to 365 days 181F 365K 1,973 1,441
1 to 2 years —ZEMF 293 1
2 to 3 years ME=4F - =
278,238 318,781

The average credit period granted on sale of goods ranged from

60 to 90 days.

RTHEERNTFHERIRAR/N F60E90R -

—ETNEFR REBREEFRAIA



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %8 B i8R R Kizt

For the year ended 31 December 2009 &= —EZTAF+ - H=1+—HIFFE

19. TRADE AND NOTES RECEIVABLES (Continued)

Movements in allowance for bad and doubtful debts during the

year were as follows:

19. ENESFERERERE #)

FRRZIRBBORBIT -
Group
rEE
2009 2008
—BBhE —ETENF
RMB’000 RMB’000

AR¥TR AR¥ETTT

1 January —H—H 19,454 5,686
Impairment losses recognised BRI EEE 39 13,770
Impairment losses reversed A A VERI=Y S (120) ()
Amounts written off during F R EH A9 AT U B B8

the year as uncollectible (15,483) -
31 December +=—A=+—A” 3,890 19,454

The aged analysis of the trade and notes receivables that are past
due but not impaired is as follows:

BHVEY ARRER B E Z AR RE IR
IREEDHTEAT

Group

rEE
2009 2008
—g2BRE  —TI)NF
RMB’000 RMB'000

ARBTFR ARETT

Less than 6 months past due BT RS E A 53,030 116,995
Over 6 months past due MERSE A LA E 1,444 1,442
54,474 118,437

SCUD GROUP LIMITED ANNUAL REPORT 2009



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B i8R R Kizt

For the year ended 31 December 2009 # = —EZhFE+ - HA=1+—HIFFE

19.

20.

TRADE AND NOTES RECEIVABLES (continued)

Receivables that were past due but not impaired relate to a number
of independent customers that have a good track record with the
Group. Based on past experience, the directors of the Company
are of the opinion that no provision for impairment is necessary
in respect of these balances as there has not been a significant
change in credit quality and the balances are still considered fully
recoverable. The Group does not hold any collateral or other credit
enhancements over these balances.

The directors consider that the carrying amount of trade and notes
receivables approximates their fair value.

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

19. ERESFERERERE 2

780 BB 30 R Rk (B 1 B W R IR 3R KR40 Y 8 32
BEPMEELREEA RIFNRLE - REBUER
B ARAEERAA/EERABRLEEKX
K& MESKBTEAZEKE  BTFRE
LERREETTRE R R - AEEX TEELA
tEHERREREMERREREE

EERREIE 5 HIE KRR B ik (E 82
HAHERE -

20. ANRIE - RERAEMEKRFREA

Group

rEE
2009 2008
—2BNF —EEN\F
RMB’'000 RMB’000

ARBFR ARETT

Advance to suppliers [v) £ FE 7 A 5K 55,519 62,680
VAT receivable BHULER 712 -

Deposits paid for acquisition of ~ BEME  BE KX HE
property, plant and equipment MEffiRe 53,761 =
Refundable deposits AR EiEE 392 393
Others Hh 4,013 4,677
114,397 67,750

Less: Allowance for bad and W RIBIREEE

doubtful debts (2,671) (6,284)
111,726 61,466

The directors consider that the carrying amount of financial assets
included in prepayment, deposits and other receivables approximates
their fair value.

EERRFARMNNEA - e REMEKRFA
KB T B EHIIRE (SR A A FERR ©

—ETNEFR REBREEFRAIA



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %8 B i8R R Kizt

For the year ended 31 December 2009 &= —EZTAF+ - H=1+—HIFFE

20. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (Continued)

Movements in allowance for bad and doubtful debts during the

year were as follows:

20. A RIE - RERH L BUKIE

(%)

FRRTERBEHEDOT ;

Group

KEE
2009 2008
—EThEF —ETNF
RMB’000 RMB’000
ARET ARETIT
1 January —H—H 6,284 3,280
Impairment losses recognised B RERRE R 20 3,109
Impairment losses reversed A ACVERI=Y S (474) (105)

Amounts written off during FRREE A AT U Bl £ 58

the year as uncollectible (3,159) -
31 December +=-—A=+—8© 2,671 6,284

None of the above assets is past due. The financial assets included
in the above balances relate to receivables for which there was no
recent history of default.

The directors consider that the carrying amount of financial
assets included in prepayments, deposits and other receivables
approximates their fair value.

A EBEEIWAREIE - A A7 BIEE BRK
FRANPEEEM L BETEELINCHE

EERR/FTAERMNA

Ba RH MR RIA

M EERIREEEE A FERSE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

21.

22.

PLEDGE OF ASSETS

At the end of the reporting period, the following assets have been
pledged by the Group in favour of the banks to secure general
banking facilities granted by the banks to the Group:

R B ERAR YR

21. EEHE M

RBERRERE - NEB KA TEEER
FIRT - (ERBR —RBITEENER

Group

AEE
2009 2008
—EENF —EE)N\F
RMB’000 RMB’'000
AR®T R AREFT
Motor vehicles JRE 2,289 2,623
Bank deposits RITER 90,911 105,942
Notes receivables FEU =% - 15,613
93,200 124,178

The pledged bank deposits carry fixed interest rate of 2.25%
per annum for the year (2008: 4.14% per annum), and will be
released upon the settlement of the notes payable. The directors
consider that the carrying amount of the pledged bank deposits
approximates their fair value.

BANK BALANCES AND CASH

Bank balances and cash comprise cash held by the Group and
short-term bank deposits with an original maturity of three months
or less. The short-term bank deposits carry fixed interest rate at
1.35% per annum (2008: 1.35% per annum). The directors consider
that the carrying amount of bank balances and cash approximates
their fair value.

The Chinese Renminbi (“RMB") is not freely convertible into other
currencies, however, under the PRC’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and Payment of
Foreign Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to conduct
foreign exchange business.

FAEERRITHEFTIR2.25E(Z2Z/N\F :
BFRAVABE)NBEIEFF R L - WASREN
BN EEE T AR - EER/EERRTE
RHIREEEE A FERE °

RITERERE

RITEHKEBAERAKEFANRS IRE
HEB=1ER AT EERITIFR - FEHR
TERIREEFFE135E(ZZTNF : §4F
1.352)&t 8 - EERBRITER LA SHIIRE
BEEEQNFERE

22.

ARBETARE DA A ERABEMER
AW - BPRIMNEEIR GO RAEE  NERE
EEERE  NEEA QBRI EETINERL
BMEBZIRITHRE -

—ETNEFR REBREEFRAIA —@—
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For the year ended 31 December 2009 &= —EZTAF+ - H=1+—HIFFE

23. DUE TO A RELATED PARTY

The amount due to a related party is unsecured, interest-free and

repayable on demand.

23. BN ABEEALRE

BNEHEALNSHEBEER  REKEAR
ZREFEIE

Details of the balance are as follows: EERREEIBIT ¢
Group
rEE
2009 2008
—EEhEF —ZTENF
RMB’000 RMB’000
ARETR ARET T
Chaolitong Electronic Company  #@EFERAF]
Limited - 3,877

Mr. Ma Jie and Mr. Zheng Wei are directors and shareholders
of both Chaolitong Electronic Company Limited and Chaolitong
Technology Company Limited.

SAEERBEEERBNBEFAERARR
BIBEMBRBERATNHARAEERER -

24. TRADE AND NOTES PAYABLES

2. ENEZRERENRE

SCUD GROUP LIMITED ANNUAL REPORT 2009

Group
rEE
2009 2008
—EEAF ZETN\F
RMB’000 RMB’'000
ARBTT ARET T
Trade payables JETE 5 5/IE 59,261 123,148
Notes payables FEREE 139,516 134,494
198,777 257,642




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B i8R R Kizt

For the year ended 31 December 2009 # = —EZhFE+ - HA=1+—HIFFE

24. TRADE AND NOTES PAYABLES (continued)

An aged analysis of trade and notes payables at the end of the
reporting period, based on the invoice date, is as follows:

2. ENEZRERESERE @)

RBERZER  RRESHEERKENE S HE
KENFIZRAIRE DT T

Group

rEHE
2009 2008
—EENF —ET)N\F
RMB’000 RMB’000
AR®T AREBTFT
0 to 60 days 0£60X 122,255 120,863
61 to 180 days 612180k 61,885 118,701
181 to 365 days 181F 365K 11,700 9,931
1 to 2 years —ZEWF 2,790 8,040
2 to 3 years ME=F 147 87
Over 3 years =FUE - 20
198,777 257,642

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

trade purchases ranged from 30 to 60 days.

The directors consider that the carrying amount of trade and notes

payables approximates their fair value.

EESRELEOEE SN E RS ERAL
REMHR - B HWENERHTHN F308

£60H -

EERA/RNEZFRARENZERNIREER

HAFERE -

—ETNEFR REBREEFRAIA



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %8 B i8R R Kizt

For the year ended 31 December 2009 &= —EZTAF+ - H=1+—HIFFE

25.

26.

SCUD GROUP LIMITED ANNUAL REPORT 2009

PROVISION FOR WARRANTY

25. EmRIEERE

Group
REH
2009 2008
—EEAF —ZEEINF
RMB’000 RMB’000
ARETR AREFTT
1 January —H—H 3,683 2,225
Additions 0 483 1,458
31 December +—A=+—H 4,166 3,683

The provision for warranty claims represents management’s best
estimate of the Group’s liability under a half-year warranty program
granted on the own-brand name battery, based on prior experience
and industry averages for defective products.

EmREREEFSHELERBBELRR
EAREFHYE  AKERIHNE AR
B FREF A BERAREMDE o

OTHER PAYABLES, RECEIPTS IN ADVANCE 26. HfifE{FE - KA R EE
AND ACCRUED CHARGES =4
Group
rEE
2009 2008
—ZEThEF —ETNF
RMB’000 RMB’000
AR¥T R ARET T
Deposits from customers BXFEES 7,964 10,422
Payroll and welfare payables JE 11 5 B B2 A2 A 8,342 9,491
Accrued expenses FEETRISZ 11,582 3,779
Payables for acquisition of BEWX  HEIEE
property, plant and equipment FETFRIE 1,386 -
Other taxes payable HAb ERRIR 1,413 7,208
Others Hib 13,272 13,284
43,959 44,184

The directors consider that the carrying amount of financial liabilities
included in other payables, receipts in advance and accrued charges
approximates their fair value.

EERRTARMENRIE - BEGKRIA N ERT
ERNMBRENIRmERL QA FERS




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B i8R R Kizt

For the year ended 31 December 2009 # = —EZhFE+ - HA=1+—HIFFE

27. BANK LOANS 27. $RITER

Group

rEE
2009 2008
—sRhE T )F
RMB’000 RMB’'000
AR¥T ARET T
Secured bank loans BEHEBIRITERK 518 7,797
Unsecured bank loans M AIRITE K 10,000 =
10,518 7,797

The terms of repayment of the bank loans are as follows: IRITEFEREHIT ¢

Group

rEE
2009 2008
—genE  —TINE
RMB’000 RMB’000
AR%T R ARET T
Within 1 year or on demand —FRHIFERK 10,444 7,279
After 1 year but within 2 years —FREMFER 74 444
After 2 year but within 5 years MEBREBERENRN - 74
Over 5 years A T F - =
74 518
10,518 7,797

As at 31 December 2009, bank loans of approximately RMB518,000

RZZBZNFTZA=1+—H REHARK

were secured by the Group’s motor vehicles with a carrying amount 518,000 THIRITE R AR EEIREBELNOA RS
of approximately RMB2,289,000 (see also note 21 above). There 2,289,000 TH A EAERER (R LA EKIFE21) -
were no other borrowings other than bank loans as at 31 December RZZBZNEF+=ZA=+—H ' RIETEHI

2009. BEEMEE -

RZZBENEFE+-_A=+—0 BHEHARE
962,000 CHISRITE XA AR EBIREEH AR
2,623,000 A R EBVE AR A EMEE21) -
75%81,000,000E TR RITERA S EZED
ARBIEAER - R N\F+_-_A=+—
H - BRIRITEFIMIEEMEER -

As at 31 December 2008, bank loans of approximately RMB962,000
were secured by the Group’s motor vehicles with a carrying amount
of approximately RMB2,623,000 (see also note 21 above). Bank
loans of USD1,000,000 were secured by an equivalent amount of
Chinese Renminbi. There were no other borrowings other than
bank loans as at 31 December 2008.

—ETNEFR REBREEFRAIA —@—
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For the year ended 31 December 2009 &= —EZTAF+ - H=1+—HIFFE

27. BANK LOANS (Continued) 27. SRITER @)
The average effective interest rates per annum (which are also equal REEMBEROTEHERF S (TEERE LT
to the contractual interest rates) on the Group’s bank borrowings E)AR

are as follows:

Group
rEHE
2009 2008
—eBAE  —TT)F
Average effective EEERZ
interest rate on A BT
fixed-rate borrowings 5.31% 6.01%
The directors consider that the carrying amount of the bank loans EERABTEENREEREATERS °

approximates their fair value.

SCUD GROUP LIMITED ANNUAL REPORT 2009
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For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

28. SHARE CAPITAL

R B ERAR YR

28. A&

Number of
ordinary shares

of HK$0.10 each Amount
in Thousands RMB’000
F0.10% T
EERRE X}
TR ARET
Authorised: JETE
At 31 December 2008 and 2009 R-ZEZENFER_ZEZNF+_A=+—H 5,000,000 502,530
Issued and fully paid: BEETRERE
At 1 January 2008 R-ZEZENF—HA—H 992,001 99,503
Issue of shares for acquisition U B R N B FT AT Y
of Chaolitong (Note i) A& A7 (Bt i) 30,000 2,631
At 31 December 2008 R-BZENF+-_A=+—H 1,022,001 102,134
Issue of shares for acquisition L B 368 ) 3 P
of Chaolitong (Note ii) BITRORRG  (BREEI) 10,000 880
At 31 December 2009 RZBTNF+-_A=+—H 1,032,001 103,014

Note:

ii)

On 7 September 2008, the Company issued and allotted
30,000,000 ordinary shares of HK$0.10 each at HK$1.18
each as part of the consideration for the acquisition of the
Sale Interest (as defined below) of CLTT and the Sale Assets
(as defined below) of Chaolitong Electronics Company Limited
("CLTE") (see also note 29 below for details).

On 29 April 2009, the Company issued and allotted 10,000,000
ordinary shares of par value HK$0.10 each at HK$1.18 each
as part of the consideration for the acquisition of the Sale
Interest (as defined below) of CLTT and the Sale Assets (as
defined below) of Chaolitong Electronics Company Limited
("CLTE") (see also note 29 below for details).

GER

ii)

RZZFEZENFNLALH AREEER
1.187% 7T &Y {8 #& ¥ 17 K& Bd 30,000,000
IR AR EE0.108 i) EmAR - 1ERUEE
BB HEER(ERRE T RIEN
BETARAR(BABETHEEE
(BEER T8 REGE R T XHMT
29) °

R-ZBEZAEMA-+NE @ ARFIRE
f&1.18% T A B % 377 & Ed 10,000,000
IR FAREE0. 10 T H) @Ak - E R
AR HEER(ERRE T RIEN
BETARAR(BABETHEEE
(BE&ER TR RE(FER TS
££29) °
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For the year ended 31 December 2009 &= —EZAF+ - H=+—HIFFE

29. ACQUISITION OF A SUBSIDIARY 29. WiE— BB AT

Acquisition of Chaolitong Technology Company Limited WEEE D BRI ERAF
7.6.2008
—EENF
~A+LH
Fair Value
AYE
RMB’000
ARET T
Net assets acquired: BB EEFE
Production equipment FEREB 11,329
Inventories =8 25,010
Bank balance and cash RITHEBR LIRS 891
Intangible assets: BARE :
— Trade names and patents — Mg =R 106,182
— Distribution network — D EEABAS 97,664
— Non-compete agreements — NEEF = 350
— Employee contracts —EEEH 58
— Domain names ek 74
Non-controlling interests SRR R (72,467)
169,091
Goodwill on acquisition WEEE 2 HE 22,849
Total consideration KRB 191,940
Total consideration satisfied by: ATHIA A2 e EERE
— Cash —RE 128,230
— Consideration shares —RERH (AT A B
(60 million shares of the FRWTE1.18 BTH
Company at closing price ZX/A 160,000,000 %17 )
of HK$1.18 per share on
the Completion Date) 62,755
Commission payable to the Vendor BNERR® 955
191,940
Net cash outflow arising from WEBEE ZRESRT
acquisition: R
— Cash consideration paid —BfReERE 128,230
- Bank balances and —BEEIRITAESR K
cash acquired B (623)
127,607
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &3 &R MIzT

For the year ended 31 December 2009 B Z T ENF+=A=+—HILFE

29. ACQUISITION OF A SUBSIDIARY (Continued) 29. WEE— BB AT e

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 Chaolitong Technology Company
Limited (“CLTT"), the “Sale Interest”) to the purchaser and the sale
of the production equipment, inventories and intellectual property
rights (“Sale Assets”) of CLTE to CLTT. The purchaser is a company
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 an amount up to RMB245,000,000.

During 2008, 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 has been completed (“Completion Date”), the Company
paid the final instalment of RMB91,000,000 to the Vendor as part
of the consideration pursuant to the Agreement. The remaining
balance of up to RMB116,770,000 will 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”) if the net profit
after taxation (“NPAT") targets are met or exceeded for the financial
years ending 31 December 2008, 2009 and 2010. Pursuant to the
Agreement, if any of the NPAT targets is not met, the corresponding
Consideration Shares will not be issued to the Vendor and the
consideration payable pursuant to the Agreement will be reduced
accordingly. 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.

R-ZTT+F+-A+=-H  ARAEEBE4E
EE(TER DL —EBHE(HZED BULE
FHRERE L EHEER(BINE AR AR
ARI[EBABRE D2 BRAER [ HE
E=DTER  UREEBNAEFHEER
#H FEROHBER(HEEE]) TEBAHAR
B BRAFRARRARESDRIRKEHESR
70% R30% B AT - WIEHEES RIHEEE
KBRERS A ARKE245,000,0007T °

ZTE)\F EREEHEERRHEEEE
2 B3+ 49 A R %37,230,0007T M 49 A R
36,339,0007T ' BINEURRESREF ZHFRE
AR%91,000,0007T e R=ZZFZENFNA+H
(B 175 5% 2 BB G 1R M 32 i LA I i B 6 55 1 2 I 8
EEEMNZRAR  [TRAH]) RARER
B & &K D B A RY91,000,0007T1E A
BETHBI>NRE - WEEZZZT/\F - =%
EHER_ZE—TE+-_A=+—HILTHF
[ E B B BER B & m A F R ([ BRBE B AT
E])EZ - AlEmAAREK116,770,0007THI#R
2 1% LA 32 5 1%2.057% JT 85 17 A% 4>30,000,000A%
K NiEB3860,000,000 AR ERD ([HRERS])
WA o BB - AR EREARE
‘M FEEE  AEEONRERMETSH
TTER  BWREHBENECSKERRD o It
SN BRHERER  EAEBBHASTFRIRE
(TEREEDZEEZz—%55  BERBREBE
R ETHERR  BARBRESZAED
0.5% °

—ETNEFR REBEEFRAIA @



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B & = MizT

For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

29. ACQUISITION OF A SUBSIDIARY (Continued) 29. WiE— BB AT @)

On 7 September 2008, the Company issued and allotted 30 million
Consideration Shares to the Vendor as part of the consideration of
the Agreement. On 29 April 2009, the Company received the audited
financial statements of CLTT for the year ended 31 December 2008
reporting the NPAT for the financial year ended 31 December 2008
was approximately RMB52.2 million, exceeding RMB50 million being
the NPAT target of CLTT for the financial year ended 31 December
2008. Pursuant to the Agreement, the Company issued and allotted
10 million Consideration Shares to the Vendor on 30 April 2009 at
HK$1.18 per share. Based on the audited results of CLTT for the
year ended 31 December 2009 received by the Company from
its auditors in the process of preparing the consolidated audited
results of the Group, the NPAT of CLTT for the financial year ended
31 December 2009 was approximately RMB23,539,000, below
RMB55,000,000 being the NPAT target of CLTT pursuant to the
Agreement for the financial year ended 31 December 2009. As
the NPAT target pursuant to the Agreement for the financial year
ended 31 December 2009 will not be met, and the corresponding
Consideration Shares will therefore not be issued to the Vendor.
Hence, an adjustment to the contingent consideration shares of
RMB10,459,000 was made at the end of the reporting period
pursuant to the relevant accounting standards which also reduced
the goodwill arising from the acquisition by RMB10,459,000. The
Agreement did not provide for any option to sell the Sale Interest
and the Sale Assets back to the Vendor as a result of failing to
meet the NPAT targets. Save for failing to meet such NPAT target,
the independent non-executive directors of the Company are of
the view that the Vendor has fulfilled its obligations under the
Agreement.

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 #8J7@"
CLTT.

brand in China joined
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RZZEZNFENAEH NAF)ETREE
30,000,000 KB T EH 1EARZN DD
RE - RZZETNAFMA=+1AB  ARFE
BBNBRBEHRE_ZENF+_A=1T—H
IFFENKEZMB®RE  BHEZE=-ZSZTN
FHZA=T—H IV RFENRTIEEFF
B4 & A R%52,200,0007T BB ABER
REZ—_ZEENF+_A=+—HLETHFE
m%ﬁ&ﬁﬂﬁﬁﬁﬁAEngwomﬁo
BEHRE  RARR_TTNFOA=1THIEZ
tk1m%nmmﬁﬁﬁﬁﬁﬁmmmmo
REEBRND - BREARARGEREAEE 2456
ﬁ%%%ﬁ%@ﬁ&%%&%&ﬁLﬂ&ﬁi
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CBABRNEEE—STNF T A=1T—
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23,539,0007T - BRBABRBEBE_ZZN
FHZA=T—H LV RFEERBRROBRE
1% F1 /% 58 B 12 A R #55,000,0007T ° H A&
ETTNFT A=+ —HIEHBRFEERE
T % B0 BR B0 18 s K1V RE B AR MR EERK - SRR
HWRERDETESEITTES - Bt - RS
MR RFRE A A EA R AREBRG
AR#10,459,000 T EH FE %  IE 28 IR U S
FIHE AR B AR %10,459,0007T ° 1
A A TR A B R A 2 K BR B 18 0 A1 F 58 B AR 1
HEHERR RIHEBERNER - BRAREEENX
ZRB R FFEBIZEIN - KRR 2B IR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

29.

30.

31.

ACQUISITION OF A SUBSIDIARY (continued)

As at 31 December 2009, goodwill arising from the acquisition
with carrying amount of approximately RMB6,190,000 (2008:
RMB22,849,000) was attributable to its anticipated revenue growth,
profitability, future market development and the anticipated future
operating synergies from the combination. These benefits were not
recognised separately from goodwill as the future economic benefits
arising from them cannot be reliably measured. During the year,
an impairment loss on goodwill of RMB6,200,000 was charged to
the consolidated income statement.

CLTT contributed approximately RMB23,539,000 to the Group's profit
for the year ended 31 December 2009 (2008: RMB38,915,000).

NON-CASH TRANSACTIONS

The consideration for acquisition of 70% interests in CLTT was
partly settled by the Company’s issue of 10,000,000 ordinary
shares of HK$0.1 per share during the year, totaling approximately
HK$11,800,000.

SHARE-BASED PAYMENT TRANSACTIONS

The Company’s share option scheme (the “Scheme”) was adopted
pursuant to a resolution passed on 3 December 2006 for the primary
purpose of providing incentives to directors and eligible employees.
Under the Scheme, the board of directors of the Company may grant
options to eligible employees, including directors of the Company
and its subsidiaries, to subscribe for shares in the Company. The
Scheme was adopted for a period of 10 years and the Company
by ordinary resolution in general meeting or the board of directors
of the Company may at anytime terminate the Scheme without
prejudice to the options granted during the life of the Scheme and
which remain unexpired immediately prior to such termination.

29.

30.

31.

R B ERAR YR

Wi — R B A Rl )

R-BEhE+-A=+—H WESEEL
ZHEREBENAARYG6,190,000T( =2 F
N\E : AR#22,849,0005T) * JhHRABEL
ZTER SR R AIRE ] C RRMHBERE KR
TBEAR R E RS M - BN REE R
EEZARKEER = TR 5T E - Bt &
HEBROAERZENTR - TR AEOR
{EE5 1B A R#6,200,000 TR & IRaS /K ©

REBEE_ZETZNAE+_A=Z+—BLEE"
BOBREAREE 2 EFEEROARE
23,539,0007C(=ZZ )\F : ARK#38,915,000
JC) °

HBRERS

WEEIR N BRHRT70% S 2 KBS D B AR A
RERZ{TEEE0. 17 7T,2 10,000,000 &
BROBE - A3£%11,800,00078 7T ©

URGBRERZNRRS

ApmzBREAS((ZAE8 D) ARE-ZT
NET_AZARTIZANRAREERERR
AR M @B 2 IRFBRA - RIBEZTE > AR
AEFEEARAERER(BRARRREKE
RAER)REAIRBA QBB 2 BAE - Z
AERMFERR/+F - EBBZFTEFHALR
BB RN EER LR ERERBREZ
BT > AARAEBRRAE L2 EBRER
AR B EE G A PMEAIR BRI ZETE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &3 R MizT

For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

31. SHARE-BASED PAYMENT TRANSACTIONS

(Continued)

At 31 December 2009, the number of shares in respect of which
options had been granted and remained outstanding under the
Scheme was 9,388,000 (2008: 16,429,000), representing 0.9%
(2008: 1.6%) of the shares of the Company in issue at that time.
The total number of shares in respect of which options may be
granted under the Scheme is not permitted to exceed 10% of the
shares of the Company in issue at any point in time, without prior
approval from the Company’s shareholders. The number of share
issued and to be issued in respect of which options granted and
may be granted to any individual in any one year is not permitted
to exceed 1% of the shares of the Company in issue at any point
in time, without prior approval from the Company’s shareholders.
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% the Company’s
share capital on the date of such grant or with an aggregate value in
excess of HK$5,000,000 must be approved in advance by resolution
of the Company’s shareholders (voting by way of poll). The options
had a weighted average remaining life of one year.

@ SCUD GROUP LIMITED ANNUAL REPORT 2009

31. IR AER 2 IR Z (#)

NR-ZBEAFE+-A=+—8 G@E=Z:tEm
B B RTTE B AR 2 iR 15 2B /49,388,000
(ZZEZ N\ :16,429,000) - (hARAFEKE
BITRRD0.9% (ZTZ/\F 1 1.6%) o REXR
AEIREELEAER - BRABEZATEI A BEIR
AR AE 2 BRI R BT S IR AR B Ty B 8
TR 2 10% ° RIERRA RIBE R = L BLfERT -
BARNEAEERETRENALEEHKA T
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %r& B &R FMIzE

For the year ended 31 December 2009 EHZE - ZEAFE+=-HA=+—HIFFEE

31. SHARE-BASED PAYMENT TRANSACTIONS 31.URGAERZNRXB %)
(Continued)

REVBTEARNREBRER N - BRELT
ST

A consideration of HK$1 is payable on the grant of an option.
Options are vested in the following manner:

Period of exercise of the relevant percentage of option Maximum percentage of options exercisable

TEBEREAFET DL ZHR

ATEBREZESEOL

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 E B EEE M —BAFRE i B RSB E
Z&EABIE(BEERERX)

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

B T B HRE M MBEF R B AR =R F
ZEEBHIE(BEEERX)

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)

B E BB M= AFRE i BRI B E
Z&EABIE(BEERERX)

The exercise price is determined by the directors
of the Company to be fixed at HK$2.02 per share.

Details of specific category of options are as follows:

30% of the total number of options granted

B BREEE230%

30% of the total number of options granted

ERHBRERRZZ30%

40% of the total number of options granted

ERNEREAEZ40%

TEERARRESET @ MAEEZ

TEERETM2.02 BT °

FrERRRIRE R < FEBEIAN T

Fair value per option

Exercise period

at grant date
1TEH REHABRSOBRENDFE

No. of vested options granted

RHENGEBRESE

21 December 2007 to 20 December 2008 HK$0.37
—EEHFE+_A=+—H

Z_EENF+_A=+H 0.37/7T
21 December 2008 to 20 December 2009 HK$0.47
—EZENF+-_A=+—H

Z_ETNF+HA=+H 0.4777T
21 December 2009 to 20 December 2010 HK$0.57
—ZEENF+_A=-+—H

ET—TF+ZA=+H 0.57787T

7,149,000 (i.e. 30%)

(EN30%)
7,149,000 (i.e. 30%)

(EN30%)
9,532,000 (i.e. 40%)

(EN40%)



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %8 B i8R R Kizt

For the year ended 31 December 2009 &= —EZTAF+ - H=1+—HIFFE

31. SHARE-BASED PAYMENT TRANSACTIONS

(Continued)

Movements of the share options held by directors and employees

during the year were as follows:

31. AR tr B ER 2

=h 2

FAXK

2 (%)

EENEENFAMFERBEZESHNT

Group
A EE
2009 2008
—EEAEF —ZETNF
Number of Number of
options options
outstanding outstanding
8 RATE = AT 2
BREHE B EEE
Directors 2=
1 January —H—H 10,710,000 15,300,000
Reclassify from RENBEEREREFHHE
employees category
during the year 140,000 -
Expired during the year R A E Ef (4,650,000) (4,590,000)
31 December +=ZRA=+—H 6,200,000 10,710,000
Group
rEE
2009 2008
ZEENF —ETN\EF
Number of Number of
options options
outstanding outstanding
i RATE 8 AT 2
BREHE B ESE
Employees E&
1 January —H—H 5,719,000 8,530,000
Reclassify to REANEF D HEEEELHT
directors category
during the year (140,000) -
Forfeited during the year RERNE - (360,000)
Expired during the year RERNEH (2,391,000) (2,451,000)
31 December +=—A=+—H 3,188,000 5,719,000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &R R MizT

For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

31. SHARE-BASED PAYMENT TRANSACTIONS 31.URGAERZNRIXZ @)

(Continued)

Options were granted on 21 December 2006 and the estimated fair
value of the options granted was approximately HK$11,713,000
(equivalent to RMB11,768,000). The Black-Scholes pricing model
has been used to estimate the fair value of the share options. The
following assumptions were used to calculate the fair value of the
share options:

BREBR-_ZETEANF+_A=+—BEL -
5 B AR 2 (il 5T A T 49511,713,0009%
T(HRERARE11,768,0007T) ° tAFETY
BN —FRNREEEXGEE - UTR
HAREREREATE

21 December 2006
—EEXRE+ZA=+—H

Weighted average share price AR E
Exercise price 1TE(E
Expected life TERT 4 HA
Expected volatility TEET R I8

R E =
B\ )

Expected dividend yield
Risk-free interest rate:

Option A HEARAEA
Option B I B
Option C FE AR #EC

The fair value of the share options granted was HK$0.3716 per
share. Where relevant, the expected life used in the model has
been adjusted based on management’s best estimate for the
effects of non-transferability, restrictions to exercise (including the
probability of meeting market conditions attached to the options),
and behavioural considerations. Expected volatility is based on the
current average annualised standard deviations of the continuously
compounded rates of return on the share prices of other comparable
with similar business operations listed in the Stock Exchange.

The Group recognised a total expense of RMB1,455,000 for the
year ended 31 December 2009 (2008: RMB2,938,000) in relation
to share options granted by the Group.

HK$2.88/% 7T
HK$2.027%8 7T
1.5-3.5 yearstF
38.15%
2.54%

3.58%
3.61%
3.69%

REERE A FER03716E T - WHMH
% ZEAERANETFHEREEEE
TREZEN - TERG(BREBREREEET
MZBREN) RITREBRENZEFLA
REMFT T ARE - BFHRB DRIBRER
Fr EmZ BOVEEEG 2 R B LB 2
SEEAFRAXREMI THFEREZRE

E °

NREARBE-_ZTTAFE+_A=1+—HIF
ERAQRAREBERERMIBELEARE
1,455,00070( —ZZ )\ F : A K #2,938,000
JC) °
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For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

32. RELATED PARTY TRANSACTIONS 3. FBREALTRS

Scud Stock (Fujian) Co., Ltd.
("Scud Stock”)

RERERMD R A A
([FREREKD 1)

Chaolitong Electronic Company Limited
(“Chaolitong Electronic”)
HAEET AR AR
([BHBEETF])
Chaolitong Technology Company Limited
(”Chaolitong Technology”)
BRI AR A A
([EBH@BEHR])

@ SCUD GROUP LIMITED ANNUAL REPORT 2009

a) The name of and the relationship with related companies are a) AREARBEEEEBERAT
as follows:
Name Relationship
=L RS
Fang Jin Director
Lin Chao Director (resigned as director on 30 December 2009)
HiEE EE (WZTNF+-_RA=THHAEES)
Guo Quan Zeng Director
FBRIE ER S
Scud Electronics A wholly-owned subsidiary indirectly held by the Company with
REMET Mr. Fang Jin and Mr. Lin Chao being common directors

HEEERMBEERHERAEENARRBELZENB AR
A company with Mr. Fang Jin, Mr. Lin Chao and
Mr. Guo Quan Zeng being common directors who has shareholding
interest in this company as to 67%, 25% and 3%, respectively
AegAE MBEERBRIEEERAREZHNAR - WHRIEE
ZNAEI67% ~ 25% 3% Itk
Mr. Ma Jie and Mr. Zheng Wei are directors and shareholders of both
Chaolitong Electronic and Chaolitong Technology Company Limited
BAREERBEEERBIRAEFERAFRBABRMEERAARN
EERRER
A 70% owned subsidiary indirectly held by the Company with
Mr. Ma Jie and Mr. Zheng Wei being directors of both
Chaolitong Electronic and Chaolitong Technology
EAREERBEEERBNBE T RBIBEEANEREEHN
N AR 70% 8B B A 7
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For the year ended 31 December 2009 # %= —EZAF+ - HA=1+—HIFFE

32. RELATED PARTY TRANSACTIONS (Continued) 3. HAEALTRZ #)

b) Transactions with related companies during the year not b) WENMEREAMILHFRENFANEH
disclosed elsewhere in the financial statements are summarised ERNER ST
as follows:
Group
REE
2009 2008
—EEAE —ETN\F
RMB’000 RMB’'000

ARBFR ARETT

Rental expenses paid to: HeRxZ
— Scud Stock (Note i) — FRERRAZ 1D (FT5ED) 4,078 4,078
— Chaolitong Electronic — B HEEF (M)
(Note ii) 3,600 2,100

The above transactions were made at prices and terms as agreed ERR TR —REBBEPIZEEASH

between the parties in the normal course of business. 9 TE HVB G S ARFRAEST ©

Notes: PiE -

i) The Company has disclosed in its prospectus dated ) ARRERABMR=ZTREF+_A
11 December 2006 that Scud Electronics had entered T—HOBREZPHEE - RERS
into a lease agreement with Scud Stock on 20 June FERZZENF AT HERE
2004 (the “Lease Agreement”), pursuant to which Scud B M EHZ((HERZ])
Electronics had agreed to lease from Scud Stock certain RILARERRE T R B RARERN
factory premises in Fuzhou, Fujian Province, the PRC, RENT BEREERMNNE T ITHEY
for the Group’s production use for a term of three years FEASEEERSG BT WEF
commencing 1 July 2004 and ending on 30 June 2007 +tA—BRBREZTTLFAA=1AH
(the “Lease Agreement”). The Lease Agreement was WA= ([HEHH]) - HEHH
later extended to 30 June 2024. HEERE-ZS_FEA=FH -

“TTAEEH NEREEERAT _©_
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For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

32. RELATED PARTY TRANSACTIONS (continued)

b)  (Continued)

Notes: (Continued)

i)

(Continued)

The annual rental payable under the Lease Agreement
constitute continuing connected transactions as defined
in Chapter 14A of the Listing Rules. The Company has
set its initial annual caps for each of the three years
ending 31 December 2008 to be RMB2,700,000 each.

On 15 November 2007, Scud Electronics entered into
a new lease agreement for leasing another premises in
Fuzhou, Fujian Province, the PRC, from Scud Stock for
the Group’s administrative use for a term of 3 years (the
“New Lease Agreement”).

The annual caps have been revised following the signing
of the New Lease Agreement. The new annual caps
for the aggregate rental payable by Scud Electronics
to Scud Stock under all the leases for the years ended/
ending 31 December 2007, 2008 and 2009 have been
determined to be RMB3,000,000, RMB4,100,000 and
RMB4,100,000, respectively.

On 8 January 2010, Scud Electronics and Scud Stock
entered into a lease renewal agreement (the “Renewal
Agreement”) and agreed to terminate the New Lease
Agreement with effect from 1 January 2010. The terms
of the lease under the Renewal Agreement is the same as
that set out in the New Lease Agreement and is effective
commencing from 1 January 2010 and its tenure ending
on 31 December 2012. Further details of the Renewal
Agreement are set out in the Company’s announcement
dated 8 January 2010.

The new annual caps for the aggregate rental payable
by Scud Electronics to Scud Stock under all the leases
for each of the years ending 31 December 2010, 2011
and 2012 have been determined to be RMB4,100,000
each.

The rent payable under the Lease Agreement, the New
Lease Agreement and the Renewal Agreement were
determined after arms’ length negotiations between
Scud Electronics and Scud Stock with reference to the
prevailing market rental for the comparable premises.

@ SCUD GROUP LIMITED ANNUAL REPORT 2009
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For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

32. RELATED PARTY TRANSACTIONS (continued)

b)

(Continued)
Notes: (Continued)

i) On 17 January 2008, Chaolitong Electronic and Chaolitong
Technology entered into a lease agreement (“CLT Lease
Agreement”) whereby Chaolitong Technology will lease
the factory and dormitory premises from Chaolitong
Electronic in Shenzhen. The Vendor is a connected
person of the Company by way of its 30% interest in
the Purchaser. As of 2 June 2008 whereby the Company
receives all relevant approvals required from Chinese
regulators in relation to the acquisition of Chaolitong
Technology, Chaolitong Technology became an indirect
non-wholly owned subsidiary of the Company and the
CLT Lease Agreement therefore constitutes a continuing
connected transaction of the Company.

The annual caps with respect to the rental payable by
Chaolitong Technology for the years ended/ending 31
December 2008, 2009 and 2010 have been determined
to be RMB3,600,000 per annum.

Further details of the CLT Lease Agreement are set out in
the Company’s announcement dated 17 January 2008.

iii)  The directors of the Company have confirmed that the
Company has complied with the disclosure requirements
in accordance with Chapter 14A of the Listing Rules for
the continuing connected transactions stated in Notes
i) and ii) above.

Remuneration for key management personnel, including
amounts paid to the Company’s directors as disclosed in
note 8, is as follows:

3. EBAEALIRZ ()
b) (#&)
BiHsE - ()

i)y R-FTEN\F—A+LH BHBE
FREBIEMEFT L —REE
(MEBralEm=])  &it - B8
BB HEEBNBEFRAYIZT
BEEENFE BHBEBEHERE
7730% 2 R AR R A 2 BEA
T - R_FZNFXHA_H  AAF
R EEE 2 Rl AR UEE B
REUSFIE BRMmHILE - HBIER
BAARARIRZEIFEZEMNBRRF
A8 1 3B & 17 % B M A AR A B HF
BRAERS -

BABRNERBE-_ZZEN\F —F
ENFR_ZT—ZFF+_-_A=+—H
R EFEEMEENFE EREW
EEATF ARKE3,600,000 T °

BB AE HEA B FFEIN A
QE%:%%/\E*H TR TIES
N °

iy ARFEEMHER  AAFREETEX

B aEi) i) Pt _E AR RIS 14AE B RE
HEMEXHNBERTE -

o TEEBALHHES(BIENMESAMRE
MEXNARBESEHE)AT :

Group

REE
2009 2008
—EThF —FTEINF
RMB’000 RMB’000

AR¥TR ARETTT

Salaries, bonus, allowance  #4& - #&4 - 28y

and other benefits Nk = 1,164 1,001
Retirement benefits scheme RIRAEFIFHEIHE K
contributions 16 16
Equity-settled share-based — RXAN&EE Z LARRD A
payments SN E 961 1,915
2,141 2,932

—ETNEFR REBEEFRAIA @
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For the year ended 31 December 2009 &= —EZAF+ - A=+—HIFFE

33. COMMITMENTS 33. &
a) Capital commitments a) EXREE

Group

REE
2009 2008
—ETAF —ETNF
RMB’000 RMB’'000
ARETR AREFIT

Contracted but not EREBEME

accounted for, in respect B S
of acquisition of property,  #JBR AR

plant and equipment 172,746 137,915
b) Operating lease commitments b) REHANRE
At the end of the reporting period, the Group had outstanding RS B 4 R B - AN EAR R S AT B
minimum commitments under non-cancellable operating leases BT A B L B F Y i R AR A E
in respect of land and buildings which fall due as follows: LA TN HARIZI AR

Group

rEHE
2009 2008
—EBNF —TT)N\EF
RMB’000 RMB'000

AR¥TR ARETT

Within one year —FR 6,408 7,040
In the second and MERF(BEEMFREEAN)
fifth years inclusive 1,543 7,951
7,951 14,991
None of the leases includes contingent rentals. The Group BRABALTBERAEE - AEBERE
does not have an option to purchase the leased land and AHERRTEESE T REFRBK
buildings at the expiry of the lease periods. o

34. PROFIT ATTRIBUTABLE TO EQUITY HOLDERS 34. A A RlEZIEHE AEEER
OF THE COMPANY

The consolidated profit for the year attributable to equity holders RARERFEABEREERE RMNEEE
of the company includes a loss of approximately RMB2,530,000 BHARB2,530,000(ZZFFN\F : HmFEL
(2008: profit of approximately RMB33,458,000), which has been AR¥33,458,0007T) + THE AR R B HE
dealt with in the financial statements of the company. TR ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2009 B Z -—ZENF+=A=+—HILFE

35. SUBSIDIARIES

Details of the subsidiaries of the Company at the end of the
reporting period are as follows. The class of shares held is ordinary
unless otherwise stated:

35. i 2 &)

RBERRERERDRBMBARFBOT ©
BRIERTTRA - AR AR & E R

VAN
25y =|

BA RS R AR MYt

Group's
Place of Issued and effective
incorporation/ paid-up ownership
establishment share/ interest
and registered rEBER Principal
Name of company operation capital BEER activities
HEMRILK BROTRES 2009 2008
NEER ity 2 BFiRAE —EENF —ETNE TEEK
Great Speed Enterprises British Virgin US$50,000 100% 100% Investment holding
Limited Islands 50,0003 7T REER
RAEERRAT RBRAHS
Scud Group (Hong Kong) Hong Kong HK$1 100%* 100%* Provision for
Company Limited B 1787T corporate
REREE (FH)ERAR management
services
REDRIER R
Keen Power Holdings Hong Kong HK$1,000 100%* 100%* Investment holding
Limited BB 1,000/ 7T REER
e EEAR DA
Joint Smart Holdings Hong Kong HK$10,000 70%* 70%* Investment holding
Limited BE 10,000/ 7T REER
BEEEERAR
Scud Electronics PRC US$3,000,000 100%* 100%* Manufacturing
(Shenzhen) Co., Ltd. i 3,000,000 7T, and sale of
REBREFORINER AR rechargeable
(Note i) battery packs,
(PzED) chargers and

related accessories
for mobile phones,
digital cameras
and other
electrical
appliances
SERHERER
RBEEH
A
REMEFEmE
ZRREENA
SRRAMABER
* Interest indirectly held through Great Speed Enterprises * ERRACHEBRATMBERAER
Limited

—ETNEFR REBREEFRAAF @



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

35. SUBSIDIARIES (continued)

35. B AR (#)

AN
=

BA RS AR Yt

Group's
Place of Issued and effective
incorporation/ paid-up ownership
establishment share/ interest
and registered EEEEN Principal
Name of company operation capital HERES activities
MR K BRTRES 2009 2008
NCEL s 2 Bl —BBhE —ETNE TEEK
Scud (Fujian) Electronics PRC Us$27,000,000 100%* 100%* Manufacturing
Co., Ltd. HE 27,000,0003 7T and sale of
(RER(BR)ETHERAA) rechargeable
(Note ii) battery packs,
(P chargers and
related accessories
for mobile phones,
notebook
computers, digital
cameras and other
electrical
appliances
FENHERR
RBEBEE  FLAR
B - EESERREM
ETEMN_AREE
WA BEREKR
H A BB
Scud Battery Co., Ltd. PRC US$30,000,000 100%* 100%*" Manufacturing
(REEREBERAAE) m 30,000,000 7T and sale of

(Previously known as
Scud (Fujian) Battery
Co., Ltd.)

(A& ARER(RE)
EMAERAE)

(Note iii)

(Bft =iii)

# Interest indirectly held through Keen Power Holdings

Limited

@ SCUD GROUP LIMITED ANNUAL REPORT 2009

rechargeable
battery packs,
chargers and
related accessories
for mobile phones,
notebook
computers, digital
cameras and other
electrical
appliances
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %4 B &R R MizT

For the year ended 31 December 2009 B Z - ZENF+=A=+—HILFE

35. SUBSIDIARIES (Continued) 35. B A =)

Group's
Place of Issued and effective
incorporation/ paid-up ownership
establishment share/ interest
and registered rEEEN Principal
Name of company operation capital BERR activities
EMRILK BRTRES 2009 2008
DRIERE R BRRA ZEENE —ZTTN\F TEXK
Scud (Fujian) New Energy PRC US$750,000 100%* 100%* Not yet
Technology Co., Ltd. H 750,000% 7T commenced
(FRERR (8512) business
R AR AR) EENGEE
(Note iv)
(P =Eiv)
Great Power Enterprises Hong Kong HK$1,000 100%* 100%* Not yet
Limited B8 1,000/ 7T commenced
(hEAEFRAR) business
EENGEE—E
Chaolitong Technology PRC RMB37,000,000 70%4 70%4 Manufacturing
Company Limited H AR and sale of
ORYImB A BEHEERAR]) 37,000,0007T rechargeable
(Note v) battery packs,
(Pf5v) chargers and
related accessories
for mobile phones,
digital cameras and
other electrical
appliances
SLENHERANE D)
B HISHERK
HiEF
ERHN-RREE
A - RERK
Hib A B
A Interest indirectly held through Joint Smart Holdings Limited 4 EBMEEERRARMERSEER
# Interest indirectly held through Keen Power Holdings # FERANEEEERARRESEER
Limited.
*  Interest indirectly held through Great Speed Enterprises * FERRACEKERARREREER
Limited
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For the year ended 31 December 2009 B Z - ZTENF+=A=+—HILFE

35. SUBSIDIARIES (continued)

35. B A=l (#)

AN
=

B RS R MR

Group's
Place of Issued and effective
incorporation/ paid-up ownership
establishment share/ interest
and registered EEEEN Principal
Name of company operation capital HERR activities
MR K BRTRES 2009
DNRIEH R 2 BRRA ZEBEBhE -z TEEK
Patriots Group Hong Kong HK$10,000 100%* Not yet
(China) Company 5 10,000/ 7T commenced
Limted business
(BREEE(FE) EENGEEGIE
BRAR)
Patriots (Hong Kong) Hong Kong HK$10,000 100%* Not yet
Power Sources B 10,0007 7T commenced
Company Limted business
(BEE(HB) EENGEEGIE
BERARLT)
* Interest indirectly held through Great Speed Enterprises * ERRACEBRATMERAER
Limited
Notes: Bk -
i) Wholly-foreign owned enterprise for a term of 50 years ) NEEERE  —TERETHZTRH
commencing 26 October 2006. B ARHATTF o
i) Wholly-foreign owned enterprise for a term of 50 years i) EBEERE —ANEETHA=+—H
commencing 31 October 1997. BETABATF -
i)  Wholly-foreign owned enterprise for a term of 50 years i)y SNEBELE —FTAFTZANBRE
commencing 6 December 2005. FTABATE -
iv)  Wholly-foreign owned enterprise for a term of 50 years v) EEERE —TELFEA=THE
commencing 30 April 2007. SRHATTE o
v)  Wholly-foreign owned enterprise for a term of 10 years v) NEEEMRE G —TT/\FNA B
commencing 2 June 2008. RETEE -
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For the year ended 31 December 2009 &= —EZThF+ - HA=+—HIFFE

36. FINANCIAL INSTRUMENTS BY CATEGORY 36. RERE 2@ T A

The carrying amounts of each of the categories of financial RpEHEERE - S8R T ANKRAE
instruments at the end of the reporting period are as follows: T
Group
rEE
2009 2008
—EThF ZETNF
Loans and Loans and
receivables receivables
ERREWRE BHR&ERFIE
RMB’000 RMB’000
AR%T ARET T
Financial assets TREE
Due from a related party FEU B B A L5008 2,335 938
Trade and notes receivables EUE 53R IE & W R IR 278,238 318,781
Financial assets included in TERRIE - B REHAM
prepayments, deposits and JEYGRIBFT 815
other receivables MemEE 4,848 4,767
Pledged bank deposits B IRIRITIF 90,911 105,942
Bank balances and cash RITEBRNIE S 390,884 351,176
767,216 781,604
Group
REE
2009 2008
—EThEF ZETN\F
Financial Financial
liabilities at liabilities at
amortised costs amortised costs
REBHERAAR  REHEK A AR
Hemas Mer 8 R
RMB’000 RMB’'000
ARBT R ARET T
Financial liabilities SREE
Due to a related party e BEAN T FIE - 3,877
Trade and notes payables B S FIERENEE 198,777 257,642
Financial liabilities included in HAbEFRIE - TBUGRIE R
other payables, receipts in FEET B A8 ER
advance and accrued charges TREaE 35,995 33,762
Bank loans RITER 10,518 7,797
245,290 303,078

—ETNEFR REBEEFRAAF —@—
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For the year ended 31 December 2009 &= —EZAF+ - A=+—HIFFE

37. FINANCIALRISKAND CAPITALMANAGEMENT
AND ESTIMATION OF FAIR VALUES

a) Financial risk management

The Group’s activities expose it to a variety of financial risks,
which include market risk (including foreign currency risk,
interest rate risk and price risk), credit risk and liquidity risk.
Details of the policies on how to mitigate these risks are set
out below. The directors manage and monitor these exposures
to ensure appropriate measures are implemented on a timely
and effective manner.

i) Interest rate risk management

Interest-bearing financial assets are mainly pledged bank
deposits and bank balances which are all short-term in
nature and carry fixed interest rates. Interest-bearing
financial liabilities are mainly bank loans with fixed
interest rates; therefore, the Group is not exposed to
significant fair value interest rate risk due to the short
maturity of the items. The Group currently does not have
an interest rate hedging policy and will consider enter
into interest rate hedging should the need arise.

3. KRR EXAEER MG A
V&

a)

B By
AEENEZDHEAX TRV KRR BED
SRR(BEIMNERR - FIXRERRER
Rk EERREREIERR - B HRBIE
ZERBROBROFBHER T - EFE
EREEZERR - ARERNREILABR
FAENEE W E o

) FREpEE
MEMBEETZERPEENDIE
MIBITERRIRITHALR - WREER
KB - MEMBRETZ/REE
MEEFBHRITER - Bt - AKHE
BHETEENIHERE - BT ~EA
EZBRNRHENERER - NEHE
35 5 I AT AR A RSP RER R A5 E B
R T Z R AT LA o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2009 B Z -—ZENF+=A=+—HILFE

37. FINANCIALRISK AND CAPITAL MANAGEMENT
AND ESTIMATION OF FAIR VALUES (continued)

a) Financial risk management (Continued)

i)

i)

iii)

Interest rate risk management

Interest rate sensitivity analysis

The sensitivity analysis below has been determined
assuming that a change in interest rates had occurred
at the and if the reporting period and had been applied
to the exposure to interest rates for financial instruments
in existence at that date. A 1% increase or decrease is
used when reporting interest rate risk internally to key
management personnel and represents management’s
assessment of the reasonably possible change in interest
rates.

If interest rates had been 1% higher/lower and all other
variables were held constant, the Group’s profit for the
year ended 31 December 2009 and the accumulated
profits as of 31 December 2009 would decrease/ increase
by approximately RMB4,291,485 (2008: decrease/
increase by approximately RMB4,236,154). This is mainly
attributable to the Group's exposure to interest rates
on its variable rate bank and cash balance and pledged
bank deposit.

The Group's sensitivity to interest rates has not changed
significantly from the prior year.

Foreign currency risk management

Foreign currency risk refers to the risk that movements
in foreign currency exchange rates which will affect the
Group’s financial results and its cash flows. Although
the Group has certain bank balances and bank loans
denominated in United States dollars, Japanese Yen
and Hong Kong dollars, the proportion of these
foreign currency balances to the Group’s total assets is
insignificant. Furthermore, the Group carries out majority
of its transactions in Chinese Renminbi. Accordingly, in
the opinion of the directors, the Group is not exposed
to any significant foreign currency risk.

Price risk management
In the opinion of the directors, the Group does not have
significant exposure to price risk.

37.

e B ERAR YR

R REEAEBERMGE A
NRENE )

a) HIBEBREE(GE)

i)

i)

iii)

R ERE

T IR Z T

A THBREDITE RRAEZHE
R E AREREEEMER] - U
ERRANZAMES RSB TR
MERER o REEBERATIERNE
JeR\ ez B0 P9 P e 5 R 162 3 1 %63 B0 SRR
PEEEEBHANERAEREEF Y
i o

i ) 2= 38 00,5k 401 % T BT 8 L A
@RI E  AEEEE_TTNF
T A=+ RALFEMNRFER=
TTNE+ - A=+ —BHEER
1R InK A R #4,291,4857T
ZET)N\F R L AR
4,236,1547T) °c WWIEBRBEAEE
FEBRTERRE S AH LB IRMAER
TIF R AR [ g o

7458 0 ) | ¢ GRS B 5 A AR 1 A
EPL T R

SNE mB BT

SINGEE [\ 2 18 1 B B R B B AS R BARS
B BEERAERSRENER -
BEREEERETIAET  HER
BILRAEMNRITERIEHRTE
AT REINENERIEAREE
EELLHILTER ° thHh - KEE
RARBETERZERS @ HIt -
EER/AEEL EAREMERA
SN R

EREREE
EERAAEEL EEHEABER
B o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2009 B ZE T ENF+=A=+—HILFE

37. FINANCIALRISK AND CAPITALMANAGEMENT
AND ESTIMATION OF FAIR VALUES (continued)

a) Financial risk management (Continued)

iv)

V)

Credit risk management

Credit risk refers to the risk that a counterparty will
default on its contractual obligations resulting in financial
loss to the Group. The Group’s credit risk primarily
relates to the Group’s bank balances and cash, trade
and notes receivables, and other receivables. The
maximum exposure to credit risk in the event that the
counterparties fail to perform their obligations as at end
of the financial year in relation to each class of recognised
financial assets is the carrying amount of those assets
as stated in the statement of financial position. In order
to minimise the risk, management of the Group closely
monitors overdue debts. The recoverable amount of
each individual debt is reviewed at each of the reporting
period and adequate allowance for doubtful debts has
been made for irrecoverable amounts. In this regard,
the directors of the Company consider that credit risk
associated with the Group’s trade and notes receivables,
and other receivables is significantly reduced.

At the end of the reporting period, the Company
has a certain level of concentration of credit risk as
approximately 6.0% (2008: 4.1%) and approximately
31.4% (2008: 16.1%) of the total trade and notes
receivables, arising from the Company’s largest customer
and the five largest customers, respectively.

The credit risk on bank balances is minimal because the
counterparties are banks with high credit-rating.

The Group's concentration of credit risk by geographical
location is mainly in the PRC.

Liquidity risk management

The ultimate responsibility for liquidity risk management
rests with the board of directors, which has built an
appropriate liquidity risk management framework for
the management of the Group’s short, medium and long
term funding and liquidity management requirements.
The Group manages liquidity risk by maintaining adequate
reserves, banking facilities and reserve borrowing facilities,
by continuously monitoring forecast and actual cash
flows and matching the maturity profiles of financial
assets and liabilities.
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For the year ended 31 December 2009 # = —EZhFE+ - HA=1+—HIFFE

37. FINANCIALRISK AND CAPITALMANAGEMENT 37. i EAKBMREXEE R &G A

AND ESTIMATION OF FAIR VALUES (continued) EE®)
a) Financial risk management (Continued) a) HXEREREE)
v) Liquidity risk management (Continued) v) REBERBEEE)
The maturity profile of the Group’s financial liabilities as at RZETZNFRZZFZENF A=
31 December 2009 and 2008, based on the contractual +—H  AEBENSREERIKDE]
undiscounted payments, was as follows:— KRB B EBRIBERAT - —
2009
“ETAE
Total Total
On Less than 6 months to undiscounted carrying
demand 6 months 1 year 1-3years  cash flows amount
KR
RER ~MERR AERE-% -E=F  BERLE FEAH

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTR  AR®TR  ARETR AREBTR AR®TR  ARETR

Trade and notes payables ENESHERENRE - 198,777 - - 198,777 198,777

Financial liabilities included in other ST AR RTFE -
payables, receipts in advance FRFIE RS

and accrued charges ERMEREE - 35,995 - - 35,995 35,995

Bank loans RITER - 236 10,452 75 10,763 10,518

- 235,008 10,452 75 245,535 245,290

2008
ZTTN\E

Total Total

On Less than 6 months to undiscounted carrying

demand 6 months 1 year 1-3 years cash flows amount

REETR
BREX NMIAR  AEAZE-F —E=f  ReREE RESE

RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB’000
ARETR  ARETE ARETT ARETT ARETT ARETR

Due to a related party EREBEATHE 3,877 - - - 3,877 3,877
Trade and notes payables ERESHERENER - 257,642 - - 257,642 257,642
Financial liabilities included in other ST AE {5 5008
payables, receipts in advance TR RS
and accrued charges ERNEEE - 33,762 - - 33,762 33,762
Bank loans BITEH - 252 7,421 540 8,213 7,197
3,877 291,656 7,421 540 303,494 303,078

—ETNEFR REBEEFRAIA
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For the year ended 31 December 2009 B ZE -—ZENF+=A=+—HILFE

37. FINANCIALRISK AND CAPITALMANAGEMENT
AND ESTIMATION OF FAIR VALUES (continued)

b)

Management of capital

The primary objective of the Group’s capital management is to
safeguard the Group’s ability to continue as a going concern
and to maintain healthy capital ratios in order to support its
business and maximise shareholder value.

The Group manages its capital structure and makes adjustments
to it, in light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust
the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or
issue new shares. The Group is not subject to any externally
imposed capital requirements. No changes were made in the
objectives, policies or processes during the years ended 31
December 2009 and 31 December 2008.

The Group monitors capital using a gearing ratio, which is net
debt divided by the total capital plus net debt. The Group’s
policy is to maintain the gearing ratio below 50%. Net debt
includes interest-bearing bank borrowings, less cash and cash
equivalents. Capital includes equity attributable to equity
holders of the Company and the non-controlling interests. The
gearing ratios as at the year end dates were as follows:
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For the year ended 31 December 2009 &= —EZAFE+ - A=+—HIFFE

37. FINANCIALRISK AND CAPITAL MANAGEMENT
AND ESTIMATION OF FAIR VALUES (continued)

b) Management of capital (Continued)

3. KRAREREXRAEER A2
NRENE )

b) EAXEE(E)

Group

rEE
2009 2008
—g2BhE  —TI)\F
RMB’000 RMB'000

AR®TR ARETT

Interest-bearing bank borrowings Kf B R1TER 10,518 7,797
Less: Cash and cash equivalents  J& : IB& RIREEEY (390,884) (351,176)
Net debt FEE (380,366) (343,379)
Equity attributable to equity NG ZSSEE DN

holders of the Company FEAE AR 1,156,194 1,137,844
Non-controlling interests IR 81,938 82,838
Total capital FEREWN 1,238,132 1,220,682
Capital and net debt BEARRFAEE 857,766 877,303
Gearing ratio BEABLHE N/ATIE A N/AZNE A

c¢) Estimation of fair values
The notional amounts of financial assets and liabilities with
a maturity of less than one year are assumed to approximate
their fair values.

The fair value of balances with related parties has not been
determined as the timing of the expected cash flows of these
balances cannot be reasonably determined because of the
relationship.

o ATHEfEH
FHOR NS MAERABNEES
EEBRARATEAE -

HRBREA T AR TBHR SR
ErE R BR S ES EETE - I E
BEEZFHEBNATE -
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38. RECENT ACCOUNTING AND FINANCIAL
REPORTING PRONOUNCEMENTS

The Group has not adopted earlier or applied the following
amendments, new standards and interpretations which are not

yet effective for the year ended 31 December 2009:-

8. EME RUBHRELS

AEEYEEFRAXEA TIINBEE_FT
NETZA=+t—HIEFERRERZIERT
A HEA R ERE : —

Effective for
annual reporting periods
beginning on or after

BT EMENSTHEER

IAS 24 (Revised) Related Party Disclosures 1 January 2011
BB & 51 2RI 55 2455 (K84E37]) A T —ET——%F—H—H
IAS 27 (Revised) Consolidated and Separate Financial Statements 1 July 2009
BRI 275 (FHERT) R RIBM TS TRER —EENF+HA—H

IAS 32 Amendment Classification of Rights Issues 1 February 2010
R AR 3257 ((BETAN) b GoEak —E—ZTF-H—H
IAS 39 Amendment Eligible Hedged Items 1 July 2009
Ra TR 3958 ((BETAN) S EREIRIEE —EENEFLH—H
IFRS (Amendment) Improvements to IFRS 2009 1 July 2009
I B B 75 e e 2 Bl (1B T AR) H_TTNFEIR B ELER —ZEENFHLH—H
IFRS 1 (Revised) First-time Adoption of IFRS 1 July 2009
BB RS RE RIS SR (FHERT)  BIRERAA IR B 75 R e 22 Bl —EENFLH—H
IFRS 1 Amendment Additional Exemptions for First-time Adopters 1 January 2010
BURR B M S RSB 158 (18R] AR)  BRERANE 2 FEINR R —E-TF—H—H
IFRS 2 Amendment Group Cash-settled Share-based Payment Transactions 1 January 2010
BURR B s HE RIZE 258 (18R] AR)  SREIR S AEE M AR XA —E-TF—HA—H
IFRS 3 (Revised) Business Combinations 1 July 2009
BB B 75 e S AR RN SB35k (BHEET ) HETEE0F —ZEENFLH—H
IFRS 9 Financial Instruments 1 January 2013
I B B 795 e o 22 B 28 9 55% BT A —=%f—H—H
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2009 # = —EZhFE+ - HA=1+—HIFFE

38.RECENT ACCOUNTING AND FINANCIAL 38.3

39.

40.

REPORTING PRONOUNCEMENTS (continued)

'.\.|
:%/'_R A\H

B RS Rk MYt

g RMBRELE @)

Effective for
accounting periods
beginning on or after

HUTEfENSETHEER

IFRIC 14 Amendment

Prepayments of a Minimum Funding Requirement

1 January 2011

B BREREZESE 145 HEZSRTHENK —E——%—A—H
(EFTA)

IFRIC 17 Distributions of Non-cash Assets to Owners 1 July 2009

B BHREREZE®F179 REAEILFReEE —ZEZNFELHA—H

IFRIC 18 Transfer of Assets from Customers 1 July 2009
BRI B mEREEE®E18% HETFPHNEE e b =

IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments 1 July 2010
B sHREREZE®5195 NURATLAEEHESREE —E-TF+A—H

The Group has already commenced an assessment of the related
impact of adopting the above new standards, amendments/
revisions/improvements to standards and interpretations in the
period of initial application. So far, it has concluded that the
adoption of them is unlikely to have a significant impact on the

Group’s financial statements.

ULTIMATE CONTROLLING PARTY

At 31 December 2009, the directors consider the ultimate controlling
party to be Mr. Fang Jin.

APPROVAL OF THE
FINANCIAL STATEMENTS

CONSOLIDATED

The consolidated financial statements were approved and authorised
for issue by the board of directors of the Company on 24 March
2010.

39.

40.

ZISEIEFa-ﬁﬁ‘*ﬂﬁﬁ%ﬂﬁﬁfg)ﬂﬁﬁﬁsﬁﬁéim%t%ﬁ
FTER - BRTIEBR] R BUE R R KRR
KT E - BRTERASRAZZEARRED
RAREHARENTHERRENEATE -

RAEEFAL

RZZETNFT_A=1+—H BEFRARK
EHALTRITERE °

BRREMBRE

ARBEEEER_FT—FTF=_A_+HHB
BRIRER DR MWK -

—ETNEFR REBEEFRAIA



FIVE-YEAR FINANCIAL SUMMARY R EBREE

International Financial Reporting Standards:

prepared under

The following consolidated financial information is extracted from  T3l4R4&

the consolidated financial statements of the Group,

Year ended 31st December,

HEZ+-A=1t—-HLEE

MBEENREEARE ZEAMBERE
ZEVBERRDRBEREM G HRELELRE -

2009 2008 2007 2006 2005
—EENE —TT)N\F —ZTTLF —_TTRF —TTRF
RMB'000  RMB’000  RMB'000  RMB'000  RMB’000
ARETR ARETT ARETT ARETT ARETT
RESULTS e
Turnover =+ 1,264,869 1,252,693 960,921 936,305 706,992
Profit before taxation PR A1l A 54,914 142,357 15,946 174,902 111,664
Taxation Fi8 (8,996) (72) 429)  (14,711) (8,344)
Profit for the year REF Al 45,918 142,285 15,517 160,191 103,320
Attributable to: AT e
Equity holders of the Company ANEERFAA 46,837 131,954 15,513 160,191 86,336
Non-controlling interests PR R (919) 10,331 4 = 16,984
45,918 142,285 15,517 160,191 103,320
As at 31st December,
R+=A=+—H
2009 2008 2007 2006 2005
—EEAF ZTT)N\F —TTLF —ZTTF —TTHF
RMB'000 RMB’000  RMB'000  RMB'000  RMB’000
ARETR ARETT ARETT ARETT ARETT
ASSETS AND LIABILITIES BEERERE
Total assets BWEE 1,498,639 1,537,865 1,153,070 1,156,839 352,093
Total liabilities BaE (260,507) (317,183) (180,774) (321,116) (149,889)
1,238,132 1,220,682 972,296 835,723 202,204
Equity attributable to: ATIE B EfG s
Equity holders of the Company ARAERFFA A 1,156,194 1,137,844 972,289 835,723 202,204
Non-controlling interests FEE IR 81,938 82,838 7 = =
1,238,132 1,220,682 972,296 835,723 202,204

—@ SCUD GROUP LIMITED ANNUAL REPORT 2009
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