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INTERIM RESULTS

PHAIRER

The directors (the “Directors”) of Welling Holding Limited (the “Company”) B EZRAR AR (AAFTNEE((E E])# 1k
hereby present the unaudited consolidated results of the Company andits 1R EARAF R EMB AR (S AEEN)H =
subsidiaries (together, the “Group”) for the six months ended 30 June ZE——"FXA=Z+tHItNAAZAKEEREA
2012, together with the comparative figures for 2011. These condensed %5 ' BRI T — —F2ZHRHBTF - ZEHHEE
consolidated interim financial information have not been audited, but have ~ FFEIEI K E KR KL EZ - BEERARRZEZE
sg((BRLE8g)EM-

been reviewed by the Company’s audit committee (“Audit Committee”).

CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT
BAGE PR ER

FOR THE SIX MONTHS ENDED 30 JUNE 2012

BE_FT——FRA=1THLLAEA

Unaudited
REBEZ
Six months ended 30 June
BESA=1+HL<EA

2012 2011
—g—C—-F —E——fF
Note HK$’000 HK$’000
B & EETT BT T
Continuing operations FHESELER
Revenue W A 6 4,068,821 6,081,965
Cost of goods sold SHEE KA (3,474,966) (5,369,665)
Gross profit E£H 593,855 712,300
Other gains/(losses) — net Hiplgzs /(E1E) — F5 7 21,879 (759)
Selling and marketing costs S5 f T 45 HEE RR AR (69,398) (73,427)
Administrative expenses TERX (117,867) (171,907)
Operating profit £ 428,469 466,207
Finance costs A& KA (10,991) (21,920)
Finance income B E U A 2,762 3,242
Finance costs — net RERAN — F58 9 (8,229) (18,678)
Share of profit of associates fh B & R a A E 9,901 19,963
Profit before income tax 30 B& B 1% Bt 5o 1 E 430,141 467,492
Income tax expense Frisfim & 10 (82,094) (88,780)
Profit for the period from continuing FEEEEHE2Z
operations HA /& #0E 348,047 378,712
Discontinued operations ERILEEER
Profit from discontinued operations R EETE 2 F B 22 12,445
Profit for the period HA /& F 348,047 391,157




HEZERERAQF
—E-_FHHRE

CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT (Continued)
BHEESPH =R E)

FOR THE SIX MONTHS ENDED 30 JUNE 2012
BE-Z——HXA=+tHLKXEAAR

Unaudited
REHEZ
Six months ended 30 June

BESA=+HILEREAR

2012 2011
—F——fF —ET——F
Note HK$’000 HK$'000
B 5 BETT BT

Profit attributable to: AT AL REAG T :
Owners of the Company KARER A 349,411 391,157
Non-controlling interests i g (1,364) -

348,047 391,157

Profit attributable to the owners of the AA ST #HH A

Company arises from: FEE 4d5 71) 57 -
— Continuing operations — REFBELEER 349,411 378,712
— Discontinued operations — RERIEEE R - 12,445

349,411 391,157

Earnings per share from continuing EATIHEBAES

and discontinued operations BFESEEBR
attributable to the owners of the RIEEEEEZ
Company, expressed in HK cents BEREAN USK
per share 7l 3 R
Basic earnings per share BEREXZF
From continuing operations REFELEED 1 13.44
From discontinued operations REKIEEET 11 0.44
13.88
Diluted earnings per share BiEERF
From continuing operations RERFECEEY il 13.23
From discontinued operations REKIEEEET 11 0.43
13.66
Dividends iz B 12 —

The notes on pages 12 to 45 form an integral part of this condensed  JAE12F458 M s AL AR A& T HI B & K
consolidated interim financial information. T— = o
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
EBHREEPHEZEMER

FOR THE SIX MONTHS ENDED 30 JUNE 2012
BE-Z——HXA=+tHLKXEAAR

Unaudited
REEE
Six months ended 30 June

BESA=T+HIEAREA

2012 2011

—F—_fF —ET——%

HK$’000 HK$'000

BETT BT T

Profit for the period HA & 7 3 348,047 391,157
Other comprehensive income: Hih 2w zs:

Currency translation differences BEBELEZR (14,728) 46,556

Other comprehensive income for the period B E M 2 A E (14,728) 46,556

Total comprehensive income for the period HEZ2mEiisEEE 333,319 437,713

Total comprehensive income for the period LTALEGEARE

attributable to: EHEWEEE:
Owners of the Company RAREAR A 334,990 437,713
Non-controlling interests FE 5 AR R (1,671) —

333,319 437,713

Total comprehensive income attributableto ~ AAFHEH A ES

the owners of the Company arises from: EHEELEE:
Continuing operations REBEREER 334,990 425177
Discontinued operations RERIEEEET - 12,536

334,990 437,713

468 2 M RUL ARG P HIM B E R
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The notes on pages 12 to 45 form an integral part of this condensed %
consolidated interim financial information. Z
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION
BHEEPHMBRRR

AS AT 30 JUNE 2012
WZE—Z—FA=+H

Note
B 5

ASSETS &aE
Non-current assets ERBEE
Leasehold land and land use rights TE T Hb fo + s A 13
Property, plant and equipment M- WERZE 13
Intangible assets mEEAE
Investments in associates ﬁﬁ BREIRE
Deferred income tax assets RIEFGHEE
Available-for-sale financial assets AHHESHEE
Prepayment for property, plant and TERWE - BER

equipment R RIE 15
Current assets REEE
Inventories FE 14
Trade and other receivables Z 5 I Eoh FE UK 15
Due from related companies JiE W BA Bk A | 5K IR 23(c)
Derivative financial instruments MEemMIA
Pledged bank deposits with maturity =AM ERE B IFR

period over 3 months TR
Cash and cash equivalents ReMESZEED
Total assets HEE
EQUITY Hx
Capital and reserves attributable to  AA S HEBAEEREAR

the owners of the Company &
Share capital A& A< 16
Other reserves A e 17
Retained earnings REBEF
— Proposed final dividend —BERPRE
— Others — Hit
Non-controlling interests FEIERR S
Total equity HREE

Unaudited
REE &
30 June 2012
—g-—C-F
~A=+H
HK$’000
EETR

219,282
1,141,197
69,135
262,817
24,487
96,770

4,812
1,818,500
552,266
2,256,682
1,002,525

7,471

96,405
808,862

4,724,211

6,542,711

1,410,806
686,614

621,433

2,718,853
54,689

2,773,542

Audited

LEZ

31 December 2011
—ET——%F
+=-—A=+—8
HK$’000
BT T

171,367
1,137,570
65,017
254,352
38,853
97,307

11,981

1,776,447

613,051
1,635,114
1,070,358
16,792

77,767
972,923

4,386,005

6,162,452

1,410,806
700,121

112,865
272,022

2,495,814
56,360

2,562,174
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION (Continued)
BHEEPHMBRREERE)

AS AT 30 JUNE 2012
MWoZ——#XA=+H

Unaudited Audited
REEZ LEZ
VST R P 31 December 2011
—E——% —F——F
~A=+H +=-—A=+—8
Note HK$’000 HK$’000
B 5 BETR BT T
LIABILITIES BfE
Non-current liabilities EFRHER
Borrowings B 18 172,416 94,395
Deferred income tax liabilities RIEMBHRAE 86,616 73,549
Deferred government grant iR JIE B 46 AL 22,916 23,282
281,948 191,226
Current liabilities mEBEE
Trade and other payables H5 Kk EMERR 19 2,854,879 3,012,053
Due to related companies JE 1T B B A &) 5RTE 23(0) 298,658 130,376
Derivative financial instruments TESMITEA 412 240
Current income tax liabilities BE SR asE 44,420 37,262
Borrowings a3k 18 288,852 239,121
3,487,221 3,419,052
Total liabilities HaE 3,769,169 3,610,278
Total equity and liabilities EERBEEE 6,542,711 6,162,452
Net current assets REBEETHE 1,236,990 966,953
Total assets less current liabilities BEERRBER 3,055,490 2,743,400
The notes on pages 12 to 45 form an integral part of this condensed A E12E458 2 M 5+ A Ik #5 87 m HA B 75 A R

consolidated interim financial information.

Z—85 -
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY

HHEEPHERE

g w

FOR THE SIX MONTHS ENDED 30 JUNE 2012

Hz—_Z2——FXA=+HLEXMEA

Unaudited
REEH
Attributable to the owners of the Company
AATEEANELS
Retained
earnings/ Non-
Other (Accumulated controlling
Share capital reserves losses) Total interests  Total equity
REBEH/
(& Hithfkts  (Rati5HE) &t ERBRED HEEME
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETFT BETT BETFT BETT
Balance at 1 January 2011 RZF——5-F-H2&H 1,409,056 583,999 (72,055) 1,921,000 54,304 1,975,304
Comprehensive income: 2EKE:
Profit for the period HEAE - - 391,157 391,157 - 301,157
Other comprehensive income: Htb2miss:
Currency translation differences ERERZER - 46,556 - 46,556 - 46,556
Total comprehensive income 2EMEHHE - 46,556 391,157 437,713 - 437,713
Transactions with owners: HEFAETHRS:
Transfer to statutory reserves HBEETEHE - 13,164 (13,164) — - —
Employes share option scheme EEEREHE
— value of services provided - FRERB2EE = 1,211 - 1,211 - 1,211
Consideration paid for merger of a subsidiary under ARLREZEHTZHBAREARE
common control - (88,694) - (88,694) - (88,694)
Deemed contribution from ultimate holding company arising 5 4 12 i 722 7] 4 8 98 7 I 25 T E £ 8
from its acquisition of non-controlling interests RIFE B - 54,304 - 54,304 (54,304) -
Dividend relating to 2010 ZE-TEERE - - (112,725) (112,725) - (112,725)
Total transactions with owners BREANETZXSHE - (20,015) (125,889) (145,904) (54,304) (200,208)
Balance at 30 June 2011 RZB——£7A=+HZER 1,409,056 610,540 193,213 2,212,809 - 2,212,809
Balance at 1 January 2012 R-B-—fF-F—-Hz&H 1,410,806 700,121 384,887 2,495,814 56,360 2,552,174
Comprehensive income: 2EKE:
Profit for the period AN B 349,411 349,411 (1,364) 348,047
Other comprehensive income: Hth2miss:
Currency translation differences EHESZE (14,421) (14,421) (307) (14,728)
Total comprehensive income 2EKRBE (14,421) 349,411 334,990 (1,671) 333,319
Transactions with owners: HEFAETHRS:
Transfer to statutory reserves BREETEHE
Employee share option scheme EEBEREAE
— value of services provided — FiRERE 2 EE - 914 914
Dividend relating to 2011 ZE-—FERE (112,865) (112,865) (112,865)

Total transactions with owners

ARFAETZRHAH

Balance at 30 June 2012

RZF-ZEXA=+HZER

1,410,806

The notes on pages 12 to 45 form an integral part of this condensed

consolidated interim financial information.

914

686,614

(112,865)

621,433

(111,951) (111,951)

2,718,853 54,689 2,773,542

468 2 M RIS ARG P HIM B E R
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS

BHAGEPHESRESR

FOR THE SIX MONTHS ENDED 30 JUNE 2012

BE-Z——HXA=+tHLKXEAAR

Unaudited
REBR
Six months ended 30 June

RAZ=+HLERER

2012
—F-C-f

Note GLEY
L3 EBTR

Cash flows from operating activities

Profit before income tax
Adjustments for:
— Depreciation

— Amortisation of leasehold land and land use

rights
— Amortisation of intangible assets
— Deferred government grant

— Gain on disposals of property, plant and
equipment of discontinued operations

— Loss on disposals of property, plant and
equipment

— Share-based payment expenses

— Share of profit of associates

— Interest income

— Interest expense

Changes in working capital:

— Inventories

— Derivative financial instruments

— Trade and other receivables (i)

— Due from related companies

— Trade and other payables

— Due to related companies

FEEHZHERE

FNER A 15 B A1 A
HE:

il

—HE TR T

& P

- B EE#H

— T LT A B
—HERILEERBYE

T 5 B AR W
—HENE  BER

RiEEE
—BOXHHRAX
—{aB 2 ARAE
—FEBMA
—FIESRxX
EEASEEY:
-FE
—TEERTA

— B 5 & E A FEUK()
— PR BA RS N B FROR
—ES5 R EMENR
— BBl AR KB

430,141

13 63,308

13 2,224
1,543
(237)

7 2,259
17 914

(9,901)
9 (2,762)

9 7,283

60,785
9,493
(624,035)
67,833
(157,174)
168,282

19,956
(7,283)
2,762
(47,223)

Cash generated from operations REEFY 7R
Interest paid BERFIE
Interest received 2 IH B
Income tax paid BRAEH
Net cash (used in)/generated from TEEES(FA)EEZ
operating activities HeFE

(31,788)

HK$'000
AT

485,000

57,885

1,674

(2,457)

2,252
1,211
(19,963)
(3,374)
26,453

929,056
24,884
(110,178)
(1,097,818)
395,400
(278,134)

411,891
(26,453)
3,374
(71,152)

317,660
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS (Continued)
BHREEPHEESRERE)

FOR THE SIX MONTHS ENDED 30 JUNE 2012

BE-Z——HXA=+tHLKXEAAR

Note
i 5
Cash flows from investing activities BRETHZHE&RE
Purchases of property, plant and equipment BEWE BELH
Increase in construction-in-progress TERIREM
Decrease in prepayment for property, plantand B8R #91% - BEK &
equipment RIER D
Consideration paid for merger of a subsidiary BHERZEHTZHEA
under common control BERRE
Purchases of leasehold land and land use rights & & 7 & + b I + 4 (F 12 13
Proceeds from disposals of property, plantand ~ HE® % BEKLRE
equipment FriS k1A
Proceeds from disposals of property, plantand &R IFEEEK 2 W E -
equipment for discontinued operations B R & E S IA
Development cost i B AR AR
Net cash used in investing activities BRETHMAZRE&FHE
Cash flows from financing activities METHZHERE
Proceeds from borrowings ERMBRA
Repayments of borrowings EEER
Increase in pledged bank deposits with =18 AN EBE 2 B A
maturity period over 3 months HRITTF FIE N
Dividends paid B E
Net cash used in financing activities METHFMAZRESZFSE
Net decrease in cash and cash equivalents BRERRLLEMRL FHE
Cash and cash equivalents at the beginning HyzRekRe
of the period =By
Effect on exchange difference EREEVE
Cash and cash equivalents at the end HRZEERRLEEY
of the period
Note: i

(i) For the period ended 30 June 2012, increase in trade and other receivables included

increase in notes receivable issued and accepted by commercial banks of
HK$220,474,000 which will be matured within 6 months and can be discounted upon

request.

The notes on pages 12 to 45 form an integral part of this condensed

consolidated interim financial information.

RE122458 7 I 73 & 1 AR 4
— 5

Unaudited
REBER

2012

—F-=-f
HK$’000
EETR

(44,344)
(40,310)

7,169

(51,242)
9,393

(6,035)

(125,369)

232,774

(103,725)

(18,638)
(112,865)

(2,454)

(159,611)

972,923
(4,450)

808,862

Six months ended 30 June

RAZ=+HLERER

HK$'000
BT

(166,440)
(54,979)

2,060

(88,694)
(31,194)

36,973

26,208

(266,066)

211,912
(190,613)

(79,522)
(112,725)

(170,948)

(119,354)

805,079
14,815

700,540

E-T-_HFRAZTHLHE  BHREMEBKRZ
B 00 6295 FE Ui 32 45 4 0 8 #5220,474,0007T ¢ [EM Z RS B
PRRITEE AN - RANBEAREE - JEERKSR -

BTHPBENZ
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
BRSSP ME &M

GENERAL INFORMATION

Welling Holding Limited (the “Company”) and its subsidiaries
(together, the “Group”) manufacture, distribute and sell motors and
electronic and electric components for electrical household
appliances in the People’s Republic of China (the “PRC”) and

overseas.

The Company is a limited liability company incorporated in Hong
Kong. The address of its registered office is at Suite 3904, 39/F,
Tower 6, The Gateway, Harbour City, 9 Canton Road, Tsim Sha
Tsui, Kowloon, Hong Kong.

The Company’s shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited.

This condensed consolidated interim financial information for the
six months ended 30 June 2012 are presented in Hong Kong
dollars (“HK$”), unless otherwise stated. This condensed
consolidated interim financial information has been approved for
issue by the Directors on 27 August 2012.

BASIS OF PREPARATION

This condensed consolidated interim financial information for the
six months ended 30 June 2012 has been prepared in accordance
with Hong Kong Accounting Standard 34, “Interim financial
reporting”. The condensed consolidated interim financial information
should be read in conjunction with the annual financial statements
for the year ended 31 December 2011, which have been prepared
in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”).

—BEH

BERRERAR(RDE])REMHEAF
(BRI AEE ) EDEARLAE (hE])
RBNHE  SHEREERAES 2R
RETERER -

KRR BREAEMKZZERET AR
MR ERMIEATENEADBEERE
QSR G BB B K B 56 E391E 3904 F o

ARARBROREBRBMERZMARARE

BREEERN BE_Z—_FA="
BIEAREAZERGEATHREERLE
BITEEDZ27 - WEBREETHUBKE
HMERZFT—-FNA-TLREE=ES
HEAETIEE -

mEEE

BHE-_Z-——HFXA=ZTHILEREAZG
RESTHMPBERTIRIEET B ER
FMFPHMBHREIRE - BHEAT
HMBEHNARBE_T——F+ A=
T—BLEFEZFEFBHRER —HHE -
ZFEEMBBRRERER BB REE
(EFRHMBHRELERD RS -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BHEEPHMBEENME(E)

ACCOUNTING POLICIES

Except as described below, the accounting policies applied are
consistent with those of the annual financial statements for the year
ended 31 December 2011, as described in those annual financial
statements.

Taxes on income in the interim periods are accrued using the tax
rate that would be applicable to expected total annual earnings.

(@) New and amended standards adopted by the
Group

The following standards, amendments and interpretations
are mandatory for the first time for the financial period
beginning 1 January 2012, but do not currently have any
material financial impact on the Group.

Amendment to HKFRS 7, ‘Disclosures — Transfers of financial
assets’ is effective for annual periods beginning on or after 1
July 2011. It promotes transparency in the reporting of
transfer transactions and improves users’ understanding of
the risk exposures relating to transfers of financial assets and
the effect of those risks on an entity’s financial position,
particularly those involving securitisation of financial assets.
The change in accounting policy do not have any material
financial impact on the Group as the Group does not have
any such transfers of financial assets during the period.

Wi B

BRAFdimT  FERAZEFBRERES
E——F+ A=+ -HUIFEZFEH
BHREARBEWEBZFETBRE
Prat) — B~

AREHMEZMEHERENFERLRTN
R ERGHE -

(@) FERERMEIFTREET
Ll

AT A R R BB L AR T —
“HF-A-HRRZ M BEEERR
A 3R B N R B R AR A
EXUBEE -

BRMBIREERETR ZAET A
E-SREENBRIN-_F——F
TtA-—BAXZRABNFEHRE
AR ZEBITARSEREISHER
MERAE WIREFEREESRE
EEZAERORRLEZEFARHE
BUBMAZEZER(LERIR
ERMEERFCOER) - ARAKE
ERMAYBEETEANZSEERE
EEE R LASFTRENEHY
BUREEBREINEAMBEZE -

13
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

3. ACCOUNTING POLICIES (Continued)

(a)

(b)

New and amended standards adopted by the
Group (Continued)

Amendment to HKFRS 1, ‘Severe hyperinflation and removal
of fixed dates for first-time adopters’ is effective for annual
periods beginning on or after 1 July 2011. It includes two
changes to HKFRS 1, ‘First-time adoption of HKFRS'’. The
first replaces references to a fixed date of 1 January 2004
with ‘the date of transition to HKFRSs’, thus eliminating the
need for entities adopting HKFRSs for the first time to restate
derecognition transactions that occurred before the date of
transition to HKFRSs. The second amendment provides
guidance on how an entity should resume presenting
financial statements in accordance with HKFRSs after a
period when the entity was unable to comply with HKFRSs
because its functional currency was subject to severe
hyperinflation. The changes in accounting policy do not have
any material financial impact on the Group as the Group
does not have any operations under hyperinflation.

Standards, amendments and interpretations
to existing standards effective in 2012 but not
relevant to the Group

Amendment to HKAS 12,
underlying assets’ HKAS 12, ‘Income taxes’ is effective for

‘Deferred tax: Recovery of

annual periods beginning on or after 1 January 2012. This
amendment therefore introduces an exception to the existing
principle for the measurement of deferred tax assets or
liabilities arising on investment property measured at fair
value. This is not currently applicable to the Group as the
Group’s does not have any recovery of underlying assets.

3. EstEERER)

(a)

(b)

FRERPB T REETTE
2 (&)

ERMBmEENFE 1R BT AIE
ERMBREERIRMNEIEEE
BRI T ——F L A—HaE 2R’
P FEEMERELER - ZETR
HEHETEM B REEINERIE

RRREBRBRELR ] 2WMIAE
W F-EEHEEAY -_FTEMF

—A—BZRANBEZEREEYB
HRERAZzZAIBMRZ - #HTHEBRE
RERBEVBREENNERT
HRBEEEBVBRELNZA
AIEAE 2 RIFERRZEHIIR
”_Iﬁﬂé}ﬂ%ﬁm?%#?ﬁi%fﬁlﬁlﬁ
EEEBHERERMEBIRM AR
SFEBYBRE LR HE % B
RRE B KM S ER 2505 ®
RZTEZIES - AR EAEE L&
EFREBREBERTETHNEE &
PREABRRNEH T EHAKHE
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R ——F4AYEHEXEEH
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BHEEPHMBEENME(E)

3. ACCOUNTING POLICIES (Continued)

(c)

The following new standards and amendments
to standards have been issued but are not
effective for the financial year beginning 1
January 2012 and have not been early adopted

° Amendment to HKAS 1, “Presentation of financial
statements” (effective for annual periods beginning on
or after 1 July 2012)

° HKFRS 10, “Consolidated financial statements”
(effective for annual periods beginning on or after 1
January 2013)

° HKAS 27 (revised 2011), “Separate financial
statements” (effective for annual periods beginning on
or after 1 January 2013)

° HKFRS 11, “Joint arrangements” (effective for annual
periods beginning on or after 1 January 2013)

° HKAS 28, (revised 2011) “Associates and joint
ventures” (effective for annual periods beginning on or
after 1 January 2013)

° HKFRS 12, “Disclosure of interests in other entities”
(effective for annual periods beginning on or after 1
January 2013)

° HKFRS 13, “Fair value measurements” (effective for
annual periods beginning on or after 1 January 2013)

3. EstEERER)

(c)

LEIEHPFECHE YL
BR-F——4—HA—HHEH
B B 4 B 18 R AE R B3 SR 4R
AR 4

. BEERENEIR BRI AT
BRENEBI(R=_F—=F
tA—RA%ZRRAIBNFEH
2 A )

. BB WIS WS E R F105 45
ERMBHRI(N B —=F—
A—BRZERAENFERRE
AR

. FAR G ERE7R(=F —
—FMERT B BB EwmE (X
—E-=HF-A-BHZEH
16 #) £ 2 B R AR R0

. AR REENENRIEE
ZHIR T —=F—A—H
k2 & R R B AR £ 20

. FA G ER 28R (=T —
—FREMBERARAE
EIR-_FT-—=F—-F—H
o 2 1& B R B0 JE B R AR AR R0

. FB MRS ERF12HRN
HthEREaSZWEI(R-Z
—=F A -BHZEMIAY
FEHEEER

. BEYE REEAFBBREIR
FEFEIRZZE—=F—A
—BR 2R FE HEE
ELY)
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

3. ACCOUNTING POLICIES (Continued) 3. BTBE(E)

16

(c) The following new standards and amendments to
standards have been issued but are not effective
for the financial year beginning 1 January 2012
and have not been early adopted (Continued)

° Amendment to HKAS 19, “Employee benefits” (effective
for annual periods beginning on or after 1 January
2013)

° Amendment to HKFRS 7, “Financial instruments:
Disclosures — Offsetting financial assets and financial
liabilities” (effective for annual periods beginning on or
after 1 January 2013)

° HK(FRIC) — Int 20, “Stripping costs in the production
phase of a surface mine” (effective for annual period
beginning on or after 1 January 2013)

ESTIMATES

The preparation of interim financial statements requires
management to make judgements, estimates and assumptions that
affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expense. Actual
results may differ from these estimates.

In preparing these condensed consolidated interim financial
statements, the significant judgements made by management in
applying the Group’s accounting policies and the key sources of
estimation uncertainty were the same as those that applied to the
consolidated financial statements for the year ended 31 December
2011,

() THHMTREETERCSEM
BR—F——fF—F—HFH%K
MM B EERRENB L TR
AR (48)

. BRI ERFEIR 2 BT
MEERMI(R _T—=F—H
—Rg & AR FE R
E)

. BEMBHREERETR 2 &
AIATERMIA RE—HEEE
REEMERAEGEI(R=
=FE AR ZRAMRNE
J& HA ) A2 A 280

. EXE(EBRMBEHREREZE
g) — BREF0RIFERFEE
BHEREZHREKRA](RZ
T-ZF A A 2K
B AR AR AE 2
fit

RETHUBRREREREHYE S
BRERUAREENRAGE BARFXH
BESBEFELALE A RRE - ERZE
BAREEZEMEFEMAR -

BEABAAMFTMYBERRE  BEE
FhRE R £ B & B IR B P AR B K A i e A
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEERNME(E)

5.

5.1

5.2

5.3

FINANCIAL RISK MANAGEMENT

Financial risk factors

The Group’s activities expose it to a variety of financial risks:
market risk (including currency risk, fair value interest rate
risk, cash flow interest rate risk and price risk), credit risk and
liquidity risk.

The interim condensed consolidated financial statements do
not include all financial risk management information and
disclosures required in the annual financial statements, and
should be read in conjunction with the Group’s annual
financial statements for the year ended 31 December 2011.

There have been no changes in the risk management
department or in any risk management policies since year
end.

Liquidity risk

Liquidity risk management includes maintaining sufficient
cash balance, the availability of funding from an adequate
amount of committed credit facilities and the ability to close
out market positions.

Fair value estimation

The table below analyses financial instruments carried at fair
value, by valuation method. The different levels have been
defined as follows:

° Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

° Inputs other than quoted prices included within level 1
that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices) (level 2).

° Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs)
(level 3).

5. MBERER

5.1

5.2

5.3

HBEMRER

REE 2 EBAZZBMBER ™
LER(EBEIMNERR A FEMNE
R -BReRENXABRARER
Rk)  EERBREREBHE SRR

AERASATHYBERRLTEEE
FEMBHRRAEZNATBERR
EENEMNRRE YHAERNEE
BE—T——F+_A=1+—BLLF
BZFEMBHRER—PHE

o

BERE  ARER B EKE
MEREERETAELAZE

MEE = R

MPETEREEBEEFTER
SHEB NUEZEEREEDRR
WETRRBHIZREARZETS

ATE

TRERBEEY L SHEAT
BIEYSRIA FRSBES
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

5. FINANCIAL RISK MANAGEMENT (Continued) 5. B EMERE(4E)

5.3 Fair value estimation (Continued) 53 AF{EME ()
The following table presents the Group’s assets and liabilities THREIAEER-_Z—Z-F A=
that are measured at fair value at 30 June 2012. TREAFTEFECEERARE -

Level 1 Level 2 Level 3 Total
FE—8 BT E=4 st
HK$000 HK$000 HK$000 HK$’000
YT BT BETn BETxn

Assets BE
Derivative financial instruments EemIA
— Commodity futures contracts — HEEREY
— Foreign exchange forward contracts  — iz Hi9NE & 47
Available-for-sale financial assets AHHESHEE
— Equity investment — RERE 96,770
Level 1 Level 2 Level 3 Total
E—4 £ E£=4 st
HK$’000 HK$'000 HK$000 HK$’000
EBETR BT BT EE%TRn
Liabilities Bfg
Derivative financial instruments TESMITA

— Foreign exchange forward contracts — & HiSMNE A 49




AEZRARAR
SR ERMEE

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEERNME(E)

5. FINANCIAL RISK MANAGEMENT (Continued)

5.3

Fair value estimation (Continued)

The following table presents the Group’s assets and liabilities

that are measured at fair value at 31 December 2011.

5. MHEBEREERER)

5.3 AF{EMEE (&)

TRENAEER-T——F+=A
=T BRAFVEFEZEENREA

=
Level 1 Level 2 Level 3 Total
EF—® F&K EZH et
HK$000 HK$000 HK$000 HK$000
BETLT BETFx BETFr BETr
Assets aE
Derivative financial instruments PTESMITA
— Commodity futures contracts — HEEREYD 1,682 — — 1,682
— Foreign exchange forward contracts — & HiSMNE & 49 - 15,110 — 15,110
Available-for-sale financial assets AL ESREE
— Equity investment — R E - - 97,307 97,307
Level 1 Level 2 Level 3 Total
EF—R FHK E=; HET
HK$000 HK$000 HKS000 HK$000
BETT BETI BBETx BETT
Liabilities Bfg
Derivative financial instruments TEemIA
— Commodity futures contracts — HEEmEL 240 — — 240
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

SEGMENT INFORMATION

The principal activities of the Group are manufacturing, distributing
and selling motors and electronic and electric components for
electrical household appliances and trading of raw materials in the
PRC and overseas.

In accordance with the Group’s internal financial reporting provided
to the chief operating decision-maker, the board of Directors, who
is responsible for allocating resources, assessing performance of
the operating segments and making strategic decisions, the
management considers the business from both business and
geographical perspective. From business perspective, the Group
organised into the following main business segments:

Micro motors business manufacture and distribution of

motors for air-conditioner and
refrigerator compressor
Washing motors — manufacture and distribution of
business motors for washing machine, dish
washer and food processing

machines

Raw material business
Others —

trading of raw materials

manufacture and distribution of
reactors and other businesses,
subsequent to the disposal of the
assets as disclosed in note 22, the
remaining assets and liabilities of this
business have been grouped under
the segment of micro motors business
Discontinued — manufacture and distribution of

operations transformers and shaded pole motors

The chief operating decision-maker assesses the performance of
the operating segments based on the profit before income tax for
the period.

S EEH
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEERNME(E)

6. SEGMENT INFORMATION (Continued) 6. HEBEH ()
The segment information for the six months ended 30 June 2012 HE-_Z——F#XA=ZtTHLENEARAZS
are as follows: HERNOT:

Micro Washing Raw Continuing
motors motors material Corporate operations Discontinued Group
business business business function Total operations Total
WEHR ERER R # a@E £% BiEEs
£5% £5% £5% 13 a5 %5
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$’000 HK$’000

E®TR E¥Tn E¥TR EETRT  EETR ERTT EETRH

Gross segment revenue # A 2,507,617 1,464,451 1,392,226 5,454,294 5,454,294
Inter-segment revenue GRS ON (37) (76)  (1,385,360) (1,385,473) (1,385,473)
Revenue (from external customers) WACRESNREE) 2,597,580 1,464,375 6,866 — 4,068,821 4,068,821
Operating profit/(loss) BB/ (BRB) 266,146 156,050 11,569 (5,296) 428,469 428,469
Finance income/(cost) — net BEKA/(BKAE) - F8E 10,033 (4,162) (10,772) (3,328) (8,229) (8,229)
Share of profit of associates [ 2N B - - - 9,901 9,901 9,901
Profit before income tax MBAMEHAFE 276,179 151,888 797 1,277 430,141 430,141
Income tax expense FEHAX (42,789) (23,425) (15,385) (82,094) (82,094)
Profit/(loss) for the period HEFE/ (B8) 233,390 128,463 302 (14,108) 348,047 348,047
Segment assets AHEE 3,758,212 1,969,178 457,489 70,528 6,255,407 6,255,407
Deferred income tax assets BEMBHEAE 24,487 24,487
Investments in associates BEARRE 262,817 262,817
Total assets BEE 6,542,711 6,542,711
Segment liabilities PHEE 1,818,282 1,352,099 341,229 170,943 3,682,553 3,682,553
Deferred income tax liabilities BEMGHAR 86,616 86,616
Total liabilties “wafE 3,769,169 3,769,169
Capital expenditure NGRS 124,267 135,896 135,896
Material non-cash expenses EXEBEMX

Amortisation of leasehold land and land use rights & 1 3t [ 1 3t 1 i 4§ 1,191 2,224 2,224
Depreciation of property, plant and equipment nE - BERRENE 40,501 63,308 63,308
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

6. SEGMENT INFORMATION (Continued) 6. DEEEE)

HE-_T——FA=+HLERNEAZD
HELE RZTE——F+=-_HA=+—HZ
NHEEREBE UEEBEEZZ——FX

The segment results for the six months ended 30 June 2011,
segment assets and liabilities as at 31 December 2011 and other
segment items for the six months ended 30 June 2011 are as

22

follows: A=+HIEANERZEMH>HBEELT :
Micro Washing Raw Continuing
motors motors material Corporate operations  Discontinued Group
business business business function Total operations Total
RELE
HMEH  RKER R # Fk: ¥ BEEE A&E
% % %% Bige wE %% A&t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT  BETn BT AT A% Tx BETT  AEFn
Gross segment revenue BHYBKA 4427015 1665564 2,087,522 - 8,130,101 426,413 8,556,514
Inter-segment revenue SEEBA (2,185) (11,486) (2,034,465 — (2,048,136 (111)  (2,048,247)
Revenue (from external customers) WA (REIREF) 4424830 1,654,078 3,057 - 6,081,965 426,302 6,508,267
Operating profit/(loss) BEFE/(BB) 361,397 89,523 17,917 (2,630) 466,207 17,376 483,583
Finance incomey(cost) — net BEBA/ (KA)—F8 3,627 1,024 (21,408) (2,821) (18,678) 132 (18,546)
Share of profit of associates (AN - - - 19,963 19,963 - 19,963
Profit/(loss) before income tax MBAEHRAFNE/ (F8) 365,024 91,447 (3,491) 14,512 467,492 17,508 485,000
Income tax expense FEHAX (54,116) (16,810) - (17,854) (88,780) (5,089) (93,843)
Profit/(loss) for the period HEFE/(BE) 310,908 74,637 (3.491) (3,342) 378,712 12,445 391,157
Segment assets PHEE 3,585,801 1,949,028 305,508 28915 5,869,247 - 5869247
Deferred income tax assets BERGHEAE 38,853 - 38,853
Investments in associates HENRIRE 254,352 - 254,352
Total assets BEE 6,162,452 - 6,162,452
Segment liabilities AHEE 2138728 1,070,552 182,631 144,818 3,536,729 — 3536729
Deferred income tax liabilities EERERARE 73,549 - 73,549
Total liabilities Ba 3,610,278 - 3610278
Capital expenditure EENGE 11,714 130,225 - - 241,939 674 242,613
Material non-cash expenses EXERLMT

Amortisation of leasehold land and land use rights T & + 36 & + #{# FIE % 8% 881 793 - - 1,674 - 1,674
Depreciation of property, plant and equipment N BERIENE 31,978 24,770 - 11 56,759 1,126 57,885
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEERNME(E)

SEGMENT INFORMATION (Continued)

The Group is domiciled in the PRC. The Group’s revenue from
customers located in the PRC and outside the PRC are presented

6.

SEEH (&)

AEEERTE AKRERETEEAR
BIN2BEPZWA - 2HAT:

as follows:
Micro Washing Raw
motors motors material Group
business business business Total
B e iR R E A%
EZ] E3] EZ] &t
HK$’000 HK$’000 HK$’000 HK$’000
EHTT EBTT EBTT EHTT
For the period ended 30 June 2012 BE-T-——FXA=+HILLYHN
Revenue from customers in the PRC REFREBEATRLZRA 1,995,726 562,768 6,866 2,565,360
Revenue from customers outside the PRC ~ ZRE R EIEINE P 2 WA 601,854 901,607 - 1,503,461
2,597,580 1,464,375 6,866 4,068,821
Micro  Washing Raw  Continuing
motors motors material operations  Discontinued Group
business  business  business Total operations Total
MER EHRER  RMH i KIEEE  A%E
£ % £ Fix) % &&f
HK$'000 HK$'000 HK$'000  HK$'000 HK$'000 HK$'000
BETT ABETT BETrT B¥Tr BETT BBTr
For the period ended 30 June 2011 BE-F——$XA=+HLYH
Revenue from customers in the PRC KEFEREAER 2K 3,894,873 978,336 3,057 4,876,266 404,364 5,280,630
Revenue from customers outside the PRC REFBIBINERLZWA 529,957 675,742 — 1,205,699 21,938 1,227,637
4,424,830 1,654,078 3,057 6,081,965 426,302 6,508,267

No geographical segment analysis on non-current assets is
prepared as substantially all of the Group’s assets were located in
the PRC, except for financial instruments and deferred income tax

assets.

Turnover represented revenue from customers and is the same as
revenue in the condensed consolidated interim income statement.

Information about a major customer

Revenue of approximately HK$458,813,000 (2011:
HK$1,278,597,000) is derived from a single customer, which is a
related party, contributed to the revenue of the operating segment
of micro motors business.

HRESBRMERERSREEN  NEE
BRMNDEEEURTE WU ERRIF
MEBEEZHED FAH

EBEBIERARPHR A EEBELEEF
BRI A BB -
FHR—BEXEEEFZ2EH

U A Fp 47 #458,813,0007T (- F — — 4 ¢

75 #1,278,597,00070) KRB — B2 B F (& B
) AAMBERERNLED AW A -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

7.

OTHER GAINS/(LOSSES) — NET 7.

Hihdess (B548) — B8

Six months ended 30 June

BESA=THILEREAR

2012
—T—C-F
HK$’000
BEETFR

Government grants

Loss on disposal of property, plant and

equipment

Penalty income

Derivative financial instruments:

fair value gain on commodity future
contracts not qualified for hedge
accounting: not settled

fair value gain on commodity future
contracts not qualified for hedge
accounting: settled

fair value gain on foreign exchange
forward contracts not qualified for
hedge accounting: not settled

fair value gain/(loss) on foreign
exchange forward contracts not
qualified for hedge accounting:
settled

Dividend income from available-for-sale

financial assets

Exchange loss
Others

B B
HEWE  BER
QR
SETON
PrESMTA:
— A AR & i
B2 EREEANATE
W R
— A AR & i
B2 ERMEANATE
TERY S
— AR E R
2 RMNEANATFE
TESENE
— A AR E:
HIE 2 R HSNE A 1
AFERE (BHR)
B
TR E S REE
BB A
FE ¢ 6518
Rt

3,297

(2,259)
2,046

6,917

2,555
(9,544)
(99)

21,879

201
—E——4F
HK$'000
BETT

3,653

(2,252)
1,642

517

2,865

521

(6,973)

(2,108)
376

(759)
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEERNME(E)

8. EXPENSES BY NATURE 8. BRHUENEZHX

Expenses included in cost of goods sold, selling and marketing BREAEEERKAE  HERTISHEREK
ARITBAZNBAIZ AT :

costs and administrative expenses are analysed as follows:

Six months ended 30 June

BESA=THILEREAR

2012 2011

—T—=-%F —ZET——F

HK$’000 HK$'000

BETT BT T

Depreciation e 63,308 56,759

Amortisation of intangible assets EI A B 1,543 —
Amortisation of leasehold land and ME LKL F AR

land use rights 5 2,224 1,674

Employee benefit expenses EERMAX 362,632 400,384

Operating lease rental for land and THREFLEEHEE
buildings e 5,297 5,599
9. FINANCE COSTS — NET 9. RIERAE — FHE
Six months ended 30 June
BEAA=1THILE<EA

2012 2011

—T—_-F —E——fF

HK$’000 HK$’000

BETT BT T

Interest expense IP=NFEE3 (7,283) (26,453)

Exchange (loss)/gain — net fEH(FB) W — F8 (3,708) 4,533

Finance cost B & B A (10,991) (21,920)
Finance income — interest income on BMERAN —RITERZ

bank deposit B A 2,762 3,242

Net finance cost BB R AN F R (8,229) (18,678)
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

10. INCOME TAX EXPENSE

(i)

(i)

(iii)

Macao and British Virgin Islands profits tax

The Group has not been subject to any taxation in these
jurisdictions for both periods.

Hong Kong profits tax

No Hong Kong profits tax has been provided as the Group
did not have any assessable profit in Hong Kong for both
periods.

PRC corporate income tax

PRC corporate income tax is provided for on 25% of the
profits for the PRC statutory financial reporting purpose,
adjusted for those items, which are not assessable or
deductible for the PRC corporate income tax purpose,
except for certain subsidiaries which were entitled to different
preferential tax rate of 15% during both periods.

(i)

(1)

(iii)

Current income tax B HR % 18
— PRC corporate income tax — FRREMREH
Deferred income tax EIEFTIS L

26

10. PR HB X

AR EBRABEANEH

AEBERZWNERFHAIMNIESE
EDREEROTMBIEA -

FEEHNEH

HRASERZMERRBLELES
AREE R AN - F kI
FEREMNEHEE -

PEEEREH

BETHEBRANZ®EBREAA
EE%TREEHNEEFESIL - F
BEERSRDETPBEEEMEE
BB 225%E - WHEH A
B (b2 PS5 B RO RR A Sk HIORL 2 7%
SHEEHABETAERE -

Six months ended 30 June

BESA=+HIEREAR

2012 2011
—E—C-fF —E-—fF
HK$’000 HK$'000
BETT BT T
70,492

18,288

88,780
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEERNME(E)

1.

EARNINGS PER SHARE 1.

The weighted average number of ordinary shares for the purposes
of calculating the basic and diluted earnings per share for the
period ended 30 June 2011 has been retrospectively adjusted for
the effect of share consolidation completed on 27 May 2011 (note
16(i)).

(@) Basic
Basic earnings per share are calculated by dividing the profit

for the period by the weighted average number of ordinary
shares in issue during the period.

BiREF

REAEEE—_T——FXXA=1THILH
RERERNREERN 2 & @R INEFY
BEEPHE  URBRR_FT——FHA
—tEREREN & MR E HEE16()

it
Ht

(a)

B A L) 7 2 9 8
BETERRZMETFLRGE -

3o

Six months ended 30 June

BEXA=+HL<EAR

201
—E——%F
Continuing operations FHEGELR
Profit for the period from continuing RATHEB AL FE
operations attributable to the owners of £ S5 B R ) R
the Company (HK$’000) (B TT) 349,411 378,712
Weighted average number of ordinary A EFRELRZN 2
shares for the purposes of basic T AR N
earnings per share (000 shares) (FR) 2,821,613 2,818,113
Basic earnings per share (HK cents) FRERRBFGEW) 12.38 13.44
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

11. EARNINGS PER SHARE (Continued) 11. BlREF (&)

(a) Basic (Continued) (@) EX(E)

Six months ended 30 June

BESA=+HIEREAR

2011
—E-—fF
Discontinued operations RIEEEZE
Profit for the period from discontinued RARER ANEEKIE
operations attributable to the owners of 45 2 75 B A 1B
the Company (HK$'000) (BT T) 12,445
Weighted average number of ordinary A ETRERZFN 2
shares for the purposes of basic TR N &
earnings per share (‘000 shares) (FR) 2,818,113
Basic earnings per share (HK cents) AR B AR ZF (B 0.44
Profit for the period attributable to the ZN/NSIE Y= DN X i
owners of the Company (HK$’000) BB T o) 349,411 391,157
Weighted average number of ordinary RAETREREN 2 X
shares for the purposes of basic i AR N #E T E (TR
earnings per share ('000 shares) 2,821,613 2,818,113

Basic earnings per share (HK cents) BREARZF GBI 12.38 13.88
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

11. EARNINGS PER SHARE (Continued)

(b)

Diluted

For the six months ended 30 June 2012 and 2011, diluted
earnings per share were calculated by adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The
dilutive potential ordinary shares of the Company are
performance-based share options. For the share options, a
calculation is done to determine the number of shares that
could have been acquired at fair value (determined as the
average annual market share price of the Company’s shares)
based on the monetary value of the subscription rights
attached to outstanding share options. The number of shares
calculated as above is compared with the number of shares
that would have been issued assuming the exercise of the
share options.

1. Six& &)

(b)

FEGEER

Continuing operations
Profit for the period from continuing
operations attributable to the owners of

the Company (HK$’000) (B FIT)

RRBHEAAEIETE
REXB IR B

Weighted average number of ordinary

shares for the purposes of basic AR hnRE T B
earnings per share ('000 shares) (F 1)

Adjustments for share options HEEREEL 2
(000 shares) (F &)

RAESRERAMNZ

Diluted earnings per share (HK cents)

FR#EERN GBI

M

HEZZ—-EK-FT-—FXA=
THIEAREAR  SREEFERNTE
WE B EITEBER 2 INE T EE
HREmMGSE UERIERMEE
TEBLBK ARF 2 BLEE
TBERAURBHBBRE -3
BREMS  BEREMERAER
TEERECRERNESENE
ERAEQAFEGARAFRMDFY
FEMSREET)WEZRHEE
B ENEIEZ RO B EERR
BREETHEMEETZIRMOEE
BEAEH L ©

Six months ended 30 June

BESA=+HIEREAR

2011

—E——F

349,411 378,712
2,821,613 2,818,113
15,022 44,250
2,836,635 2,862,363
12.32 13.23
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

11. EARNINGS PER SHARE (Continued) 11. BlREF (&)
(b) Diluted (Continued) (b) EEEF(E)

Six months ended 30 June

BESA=THIEREA

201
—E——%F
Discontinued operations RIEEEERE
Profit for the period from discontinued KRR ANEERIE
operations attributable to the owners of 5 = 7% B R ) O
the Company (HK$’000) (B TT) 12,445
Weighted average number of ordinary A ETRERZFN 2
shares for the purposes of basic L AR N AE 19
earnings per share (‘000 shares) (FRR) 2,818,113
Adjustments for share options HEREED AR
(000 shares) (FR) 44,250
2,862,363
Diluted earnings per share (HK cents) FREERZF B 0.43
Profit for the period attributable to the ANATER AN FEALHME
owners of the Company (HK$’000) FECEE T T 349,411 391,157
Weighted average number of ordinary A EFRERZN 2
shares for the purposes of basic T AR N &
earnings per share (000 shares) (F %) 2,821,613 2,818,113
Adjustments for share options YREREEL 2 J
(000 shares) (FH) 15,022 44,250
2,836,635 2,862,363
Diluted earnings per share (HK cents) FREEZF OB 12.32 13.66
12. DIVIDENDS 12. &8
A 2011 final dividend of HK4 cents (2010 final: HKO.8 cent per ARRR-F-Z_FRA=+—HETH
ordinary share before five-to-one share consolidation), totaling BRREFAGLER-F-—FREKRE
approximately HK$112,865,000 has been declared in the BREBB4EW(CE-—FTFRY: B
Company’s Annual General Meeting on 31 May 2012 and was paid TREA0.8E - KBS — KM A VAT -
to the owners of the Company on 15 June 2012. B HHBHN2865000TER=F ——F

NATHEBRAREHEE NN -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

12.

13.

DIVIDENDS (Continued) 12.

The Directors have resolved not to declare an interim dividend in
respect of the six months ended 30 June 2012 (2011: Nil).

Iz B (&)

EERATERBE_ZT——FXA=+
BIEARBEAZHHERE(ZE——F H)-

CAPITAL EXPENDITURE 13. EAX[HX
Leasehold land
and land use Property, plant
rights and equipment
HELh R M- -BE
+ #b {55 F # Rkt
HK$'000 HK$'000
BT T BT T
Opening net book amount as at R-¥——%—A—HZ

1 January 2011 HREEE 125,509 883,435
Additions NE 31,194 211,419
Disposals HE — (39,225)
Disposal — discontinued operations HERIEREER - (23,751)
Amortisation/depreciation charges B NERY (1,674) (57,889)
Exchange difference EHER 3,171 19,676

Closing net book amount as at N-FB——%XA=+82
30 June 2011 HKRREFE 158,200 993,669

Opening net book amount as at R-—F—-H—H—B2Z
1 January 2012 24 iR E % E

Additions ~E

Disposals HeE

Amortisation/depreciation charges  ##i IT &R X
Exchange difference BE %= R

Closing net book amount as at R=ZTFB—Z-%5A=+HZ
30 June 2012 HA oK BR T % B

Certain of the property of the Group with net book value of
approximately HK$41,578,000 (31 December 2011: approximately
HK$43,253,000) and leasehold land and land use rights with net
book value of approximately HK$45,274,000 (31 December 2011:
approximately HK$46,102,000) have been pledged as security for
the Group’s banking facilities .

171,367 1,137,570
51,242 84,654
- (11,652)
(2,224) (63,308)
(1,103) (6,067)

219,282 1,141,197

NEEBZRITBEEALAEBERRFENE
41,578,000 (- E——F+-F=+—
A : 4974 #43,2530000) 2 &/ T E N K&
BR T F (B 4978 845,274,000 (ZF — — &
+ZA=+—8: 8/%5%46,102,0007T) 7 1
Bt Rk T fE REERER -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

14. INVENTORIES 14. &
As at
<O T ER2los A8 31 December 2011
—ET—=-% —EF——%F
~A=+H +=-—A=+—8
HK$°000 HK$’000
BETR BET T
Raw materials R M 191,832 187,835
Work-in-progress T2 R 33,534 40,862
Finished goods K fn 326,900 384,354
552,266 613,051
15. TRADE AND OTHER RECEIVABLES 15. B 5 & H fth FE UL =X
As at
»
<N TG Rl A8 31 December 2011
—FT—-fF —ET——%
~A=+H +=-—A=+—8
HK$’000 HK$'000
EETT BT T
Trade receivables (Note (a)) B S MR (M 5 (@) 1,409,446 1,022,211
Less: provision for impairment R B E (20,496) (35,162)
Trade receivables — net ZoRW T — F5E 1,388,950 987,049
Notes receivable (Note (a)) JE W = 4% (Bt 5E (@) 565,916 345,442
Prepayments SEERE 127,066 133,875
Other receivables H i FE UK R 100,971 146,712
Less: provision for impairment of other R E At ORI
receivables B (104) (104)
Prepaid value-added tax — net TETIEER — F58 78,695 34,121
2,261,494 1,647,095
Less: non-current portion W FEBNEREL
Prepayment for property, plant and equipment ~ TEfT¥12 - B E M & E K 1E (4,812) (11,981)
2,256,682 1,635,114
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

15. TRADE AND OTHER RECEIVABLES (Continued) 15. 25 & L fth FEU X (48)

(@  The majority of the Group’s trade receivables are with credit @ AEEXKLHEZEKZKZEEH
period from 60 to 150 days. The ageing analysis of the gross T F60H =150H - NE B & 5 E W
trade receivables and notes receivable of the Group are as REEREIRBRE R DT
follows:

As at
7

VNI Rl P 31 December 2011

—¥—CfF —T——fF
~A=+H +=-—A=+—H”
HK$’000 HK$'000
BETT BT T

Gross trade receivables: ES e KA :
Within 3 months =@ AR 1,210,467 872,258
3 to 6 months =—Z&=X[@A 192,034 140,659
Over 6 months NE A E 6,945 9,294
1,409,446 1,022,211

As at
w»
VN T2l P 31 December 2011
—EB—_—fF —ET——%F
~A=+H +-A=+—H
HK$’000 HK$'000
BETT BT T
Notes receivable: R =45 :

Within 3 months Z{EAUR 332,636 98,157
3 to 6 months =z=X[EA 233,280 247,285

565,916 345,442
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

16. SHARE CAPITAL

16. IR &

Authorised Ordinary shares

EEBREZEER
Number of
shares ('000) HK$’000
& n g8 (FAR) BT
At 1 January 2011, RZE——F—A—BEREE
at HK$0.1 each B 01T 20,000,000 2,000,000
Share consolidation (i) B 1D & B () (16,000,000) —
At 30 June 2011, 31 December RZE——F X A=+H —ZT——
2011 and 30 June 2012, F+ZA=+—BRZT—Z=F
at HK$0.5 each NA=Zt+TBEREEEY0ST 4,000,000 2,000,000

Issued and fully paid
Ordinary shares

ERTRYEKRAZEER
Number of
shares (000) HK$'000
& &8 (F ) BT T
At 1 January 2011, R-ZE——F—F—HEKRAEE
at HK$0.1 each 0T 14,090,564 1,409,056

Share consolidation (i)

Bt & 6 )

(11,272,451) —

At 30 June 2011, R-ZE——FRXA=THEBREE

at HK$0.5 each B E0.57T 2,818,113 1,409,056
Shares issued under the employee & 8 B Ix#E 5 21 317

share option scheme (ii) 2 IR A7 (i) 3,500 1,750
At 31 December 2011, 1 January RZE——F+=ZA=+—H"

2012 and 30 June 2012, at —EF-A-BRZZT—C=F

HK$0.5 each NA=THEEKEEEKST 2,821,613 1,410,806
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

16. SHARE CAPITAL (Continued)

(i

(i

Pursuant to an ordinary resolution passed at the
extraordinary general meeting of the Company held on 26
May 2011, every five issued and unissued shares of HK$0.1
each in the capital of the Company were consolidated into
one share of HK$0.5 each and the share consolidation
became effective on 27 May 2011. The weighted average
number of ordinary shares for the purposes of calculating the
basic and diluted earnings per share for the period ended 30
June 2011 has been retrospectively adjusted for the effect of
share consolidation completed on 27 May 2011.

The share options exercised by a Director of the Company
and an employee of the Group for the year ended 31
December 2011, resulted in 3,500,000 shares being issued
at HK$0.785 per share, yielding proceeds after transaction
costs of approximately HK$2,714,000. The weighted average
closing price of shares of the Company at the time of
exercise of share options was HK$1.23.

16. Ix& (&)

(it

BE-Z——FRA-+ABBYN
AABIRRER ARG EBRHER
BERREREAEBBOITHARRA
AFEETRAETROEHR
— R EE B B0 AR A K
w BHaHRA—E——FRA-+
tHES - AEstE8E 2 ——4F
ANAZTHELEESRERNREE
BB R NE OB B AR
URBHR=_FE——FAAZ+EHE

RBin & BT E -

HIE—T——F+-A=+—HLHF
B AR —HREFRAEE-EE
BT i IR - B B 42 813,500,000
F& AR 1 LA & AR 75 #50.7857T B B 15 %
T MBRZXSBENMBRIENA
Y #52,714,0007T - BEARAEEITER -
RABRG O INEFHKRTERS
#4.237T o
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BRSSP HMBEENME(E)

17. OTHER RESERVES 17. HihiEE

Available-
Statutory General  Enterprise Share for-sale
Share reserve reserve  expansion option revaluation  Exchange Merger
premium fund fund fund reserve reserve reserve reserve Total
EERE  —REE  LERR fBRiE THHE
(13,8314 -3 -3 -3 fE  EfEEE EREE  AGHHE &%
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BT BT BETT BT BT BT
Note (a) Note (a) Note (a) Note (b)
M5t @) M5t @) M5t @) T 5 (b)
Balance at 1 January R-%——-%
2011 —-R—-BZz&8& 3,522,431 2,851 104,329 95,176 23,688 - 59,147 (3,223,623 583,999
Employes share option scheme EEBREE
— value of services provided —FRERB2EE - - - - 1,211 - - - 1,211
Currency translation differences EMERZR - - - - - - 46,556 - 46,556
Transfer to statutory reserve HBRELATERE - - 6,582 6,582 - - - - 13,164
Consideration paid for mergerofa & ff £ F | T 2 ff
subsidiary under common control B RREIE A (E - - - - - - - (88,694) (88,694)
Deemed contribution from ultimate & 4 % B A 51488
holding company arising from its FiERER
acquisition of non-controlling FEANR
interests EER - - - - - - - 54,304 54,304
Balance at 30 June RZF——%
2011 ~NAZ+HEZER 3,522,431 2,851 110,911 101,758 24,899 - 105,703 (3,258,013) 610,540

Balance at 1 January R-B--%
2012 —A—-B2&8
Employee share option scheme 18 8 i it # 31 Bl
— value of services provided -FIRERBZEE 914 = 914
E%ERZR - (14,421) (14,421)

3,523,395 123,126 113,973 26,187 163,606  (3,258,013) 700,121

Currency translation differences

Balance at 30 June R-F-=%

2012 ~AZTHEZ &R 3,523,395 123,126 113,973 27,101 149,185  (3,258,013) 686,614

36

The Company’s PRC subsidiaries are required to follow the
laws and regulations of the PRC and their articles of
association. These subsidiaries are required to provide for
certain statutory funds, namely, general reserve fund and
enterprise expansion fund, which are appropriated from net
profit after taxation but before dividend distribution based on
the local statutory accounts prepared in accordance with the
accounting principles and relevant financial regulations
applicable to enterprises established in the PRC. These PRC
subsidiaries are required to allocate at least 10% of its net
profit to the reserve fund until the balance of such fund has
reached 50% of its registered capital. Such appropriations
are determined at the discretion of the directors. The general
reserve fund can only be used, upon approval by the relevant
authority, to offset accumulated deficit or increase capital.

ARRERBEZHE AR AETHE
ERNER  ARREZHEBER
WA - ZERBARARHEE TE
EEE DR -—RKREBEEZRD
XERED  HEKRBIKERFTK
B0k ZAEMABRER - Z AR IE
EHREAECEERZE A RAIR
0 B8 B 7505 4R T AR 3 2 B 0K E IR
BEt®E - WEHENBARAREL
MEMNDEEREES BEEZ
FREECHEBREEHEHEAMELRZ
50% Ik e L EFBFBEEHIEE
e —REBESEERFHEERR
R AR /R HK 8 R AT B 1B S B 0
B
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

17. OTHER RESERVES (Continued)

(b) Merger reserve represents the difference between the (b)
consideration paid for the acquisition under common control,
and the aggregate nominal value of share capital/paid-up
capital of the subsidiaries comprising the Group contributed

by the owners of the Company.

18. BORROWINGS

17. Hi i (&)

18.

30 June 2012
—F——-%F
~A=+H

HK$’000
EETT

Non-current
Long-term bank borrowings, unsecured

Current
Short-term bank borrowings, unsecured

FEBNHA

REFIBITER — &I 172,416
BN #A
EHASRIT A — EIRIE

288,852

461,268

The effective interest rates of the above floating rate borrowings at
the end of the reporting period were 1.75% per annum (31

December 2011: 2.39% per annum).

FFZE2.39%) °

BHEEEER
ZREEARBDEAANTAREHE
KEMBAR ZBRAFRBRAZE
ERBZERE -

() 42 1) T Wi B8 P A

31 December 2011
—F—F
+—A=+—8
HK$'000
T T

94,395

239,121

333,516

R EHRTERS  EZRERZER

FEFEH175% (—E——F+=-B=+—H:
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

19. TRADE AND OTHER PAYABLES 19. BES R HMEMFR
As at
3
<N T 3l P 31 December 2011
—g-=% e
~BA=+H +=-A=+—8H
HK$°000 HK$'000
BETIT BT T
Trade payables (Note (a)) B SRR (@) 1,211,170 1,201,394
Notes payable (Notes (a) & (b)) FEF % (M 5% () X (b)) 1,397,994 1,407,935
2,609,164 2,609,329
Provision for staff welfare and bonus BTEMNREAER 74,263 145,087
Accruals BIREA 13,538 41,682
Advances from customers FEWEFERER 25,336 12,584
Others HAb 132,578 203,371

2,854,879 3,012,053

(@  The ageing analysis of the trade payables and notes payable @ ATEEBEFENRERENEREZE
of the Group are as follows: BT :
As at
S

<V T 30 P 31 December 2011

—T—_f —E——F

YR d-l +—A=+—H

HK$’000 HK$'000

BETRT BT T

Within 3 months =@EANUR 1,900,536 1,540,416
3 to 6 months =z=X@EA 672,080 1,051,116
Over 6 months ~ME A E 36,548 17,797

2,609,164 2,609,329
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

19. TRADE AND OTHER PAYABLES (Continued) 19. B 5 & H {th FE {1 £k (48)

(o) The balance represents non-interest bearing bank ) FAHEGEHKARARAEEZLAFERT
acceptance notes issued by the Group with maturity periods AR BEER DR AEA o B
of less than six months. As at 30 June 2012, certain notes —E——FXRA=1+H BETEMNE
payable were pledged by bank deposits of approximately & DR 17 17 30 4 7% 172,403,0007T
HK$172,403,000 (31 December 2011: approximately (ZZE——F+ZA=+—H:HEK
HK$192,887,000). 192,887,0007T) fE & H# -

20. CONTINGENT LIABILITIES 20. HABE
As at 30 June 2012 and 31 December 2011, the Group and the RZE——FNA=ZFEERZZE——F+=
Company did not have any material contingent liabilities. A=+ —HB AEERARALEFAE
AR AR
21. COMMITMENTS 21. RiE
(a) Capital commitments (@) BEBXREIE
As at
RN P 31 December 2011
—FT—-fF —T——%F
ANA=TH el s
HK$’000 HK$'000
BETT BT T
Contracted but not provided for ERTHBE KRB B
— purchase of property, plant and —BEME BER
equipment B 89,776
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

21. COMMITMENTS (Continued) 21. HRE(E)

40

(b) Operating lease commitments

The future aggregate minimum lease payments of the Group
under non-cancellable operating leases are as follows:

(b) FEEHESKIE

AEERBIAIHE CKEHEM
RARKEN 2 ZEBERBELBN

which Welling Electronic and Electric agreed to dispose of certain
machinery equipment and moulds, testing equipment and office
equipment (the “Assets”) owned by Welling Electronic and Electric
to Midea Microwave at a cash consideration of RMB22,078,100
(equivalent to approximately HK$26,208,000) (‘Disposal”).

Upon completion of the Disposal, the Company disposed of the
Assets used for the business of transformer and shaded pole motor

—E—Cf —E——F
~A=+H +=—A=+—H
HK$’000 HK$'000
BETRT BEBT T
Not later than one year Tk —F 9,608 8,176
Later than one year and not later than HmiB—FEITEIR
five years nEF 16,593 19,626
26,201 27,802
WAL
22. DISCONTINUED OPERATIONS 22, RIEEEXT
On 15 April 2011, Foshan Welling Electronic and Electric Co., Ltd. R-F——FMOA+HER HUTHESE
(“Welling Electronic and Electric”, an indirect wholly-owned TERERAAIREETER] AR
subsidiary of the Company) as the vendor and Guangdong Midea ARZEZEMBARDAETS M) RER
Microwave Electrical Appliances Manufacturing Co., Ltd.) (“Midea EMMKERRERRAA (AR
Microwave”, a fellow subsidiary of Midea Group Co., Ltd.) as the RENEEARAFRZMBLR)IAE
purchaser entered into the Assets Transfer Agreement, pursuant to TEMALEESR GBS Bt BEE

FEEREAENHMELERNEETER
BEENETHRILERER BRAURER
MAERE(EED BaeREBEARARK
22,078,1007T (A8 & 7 49 /& #26,208,0007T.)
(THED -

e %&& ARFHEREE T BED
\\\\\\\ ENEERREGANNAE L

of Welling Electronic and Electric and ceased the relevant business. ltﬁ BEB - At FEBNSHEME
Accordingly, the consolidated results for the business of transformer BHGREEERERES H7f BHERANE
and shaded pole motor are presented as discontinued operations REIEREET -BE-_T——FX A=
in the condensed consolidated financial statements. Profit from THIERNEAZSNRIEEEXRHBEZFE

discontinued operations of HK$12,445,000 was recorded for the six
months ended 30 June 2011.

/578 1512,445,0007T ©
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

BHSEPHMBERME(R)

23. RELATED PARTY TRANSACTIONS

Transactions between the Company and its subsidiaries have been
eliminated on consolidation. Transactions between the Group and
other related parties during the period are summarised below:

23. FBtH XS

AAREEWNBRARBZRZERGZEAE
B AEEREMEARINBERZ
RGBT

(a) Transactions with related parties (@) HEABAZRS
The following transactions were carried out with related LTEBAE T 2 XZBESBERRA
parties in accordance with the terms mutually agreed by the @ Z R ET
respective parties:
Six months ended 30 June
~A=+8HIE<EAR
2012 2011
—g—C-F —T——%F
HK$’000 HK$'000
BETT BT T
Sales to related parties: rr) A Bt 77 3R 6
— Controlled by the ultimate holding company — — H &% 4% #25 i% A A1 #5 ) 1,333,500 3,593,038
— Controlled by a substantial shareholder of — BAREERRAFZ
the ultimate holding company FEREES 6,495 397,148
1,339,995 3,990,186
Purchase from related parties: [ 28 Bk 7 B
— Controlled by the ultimate holding company ~— — H &% 4% #25 j% A B #5 118,637 4,998
— Controlled by a substantial shareholder of — ARKRERAGZE
the ultimate holding company ZRR T 81 125,169
— Controlled by a close family member of the ~ — & £ #5 f% A7)
ultimate holding company’s substantial FERREZIIH
shareholder 122 1,496 —
120,214 130,167
Rental expenses paid to a related party: MEEE T NIMEeRE:
— Controlled by the ultimate holding company — — B & 4 % B 2 &) #5 4 1,992
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

23. RELATED PARTY TRANSACTIONS (Continued) 23.

(a)

Transactions with related parties (Continued)

B Bt 75 X & (4R)

(@) MEAEEHZXS(ER)

Six months ended 30 June
~A=+HILEREA
2012 2011
=t =y —T—F
HK$’000 HK$'000
EETT BETT

Interest income on deposits received from
Midea Group Finance Co., Ltd. (“Finance
Company”):

— Controlled by the ultimate holding company

AEXNEEREERAR
(T84 % 2 7] 1) W BUAF 3R A

B

— A&RER QR E

258

Interest expense for bills discounted paid to
Finance Company:

— Controlled by the ultimate holding company

REECINCIF RN E S e

ZH B

— HRRER DR

4,836

Interest expense for loan paid to Finance
Company:
— Controlled by the ultimate holding company

R ABXNEENE

S :

— BRZERAT S

Bank charges paid to Finance Company:
— Controlled by the ultimate holding company

RSB ABAXNRITER:

— HREERARZS

86

Consideration paid to a related party for the
acquisition of a subsidiary:
— Controlled by the ultimate holding company

1) 8 B 77 S A U B — K

ME LR HRME

— BRKERARES

88,694

Consideration received from a related party for
the disposal of property, plant and
equipments:

— Controlled by a substantial shareholder of
the ultimate holding company

) 8 Bk U7 R ER h B 3%

iP5 Re AR HE B
RIE:

— BRRERARZ

T ERRES

26,208
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

BHSEPHMBERME(R)

23. RELATED PARTY TRANSACTIONS (Continued)

(b)

Key management compensation

23. FABAXH (&)

b) EEEHEASME

Six months ended 30 June

NAZ=+HIERER

Salaries and other employee benefits FehkEMEERT
Share-based payments AR S22 i

2012 2011
—¥—C-fF —E-—fF
HK$’000 HK$'000
BETT BT T
2,807 2,172

611 789

3,418 2,961

(c) Balances with related companies

(c) HBAEEATZ &R

(i) Due from related companies:
— Controlled by the ultimate holding
company bkl
— Controlled by a substantial — HEEERAA

() P& RE R AR FRIA

shareholder of the ultimate holding ZEEZERRE
company o

— Controlled by a close family member — HEEERAA
of the ultimate holding company’s FTERFIILH
substantial shareholder 122

As at
®

<[V T 20 AR 31 December 2011
—T—_f —E——%
~BA=+H +=—A=+—8
HK$’000 HK$'000
BETT ok anbiv
979,443 1,063,490
5,714
623 1,154
1,002,525 1,070,358

As at 30 June 2012, the amount due from related companies
including notes receivable of approximately HK$463,181,000
(31 December 2011: approximately HK$464,442,000).

M-ZT——FA=1+8 EIKEH
RAREBEBEERERRN B
463,181,000 (ZE ——F+ = A=
+—B : #)788464,442,0007T) °
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

23. RELATED PARTY TRANSACTIONS (Continued)

(c) Balances with related companies (Continued)

23. FABH RS (&)

(c) MEABATZEHRER)

As at
®

—E—--F
~A=+H
HK$’000
BETT

(iiy Due to related companies:
— Controlled by the ultimate holding
company
— Controlled by a substantial
shareholder of the ultimate holding
company

— Controlled by a close family member

of the ultimate holding company’s
substantial shareholder

(i) FETREEE AFFRIE

— HERKREZERAF
12 1
— HERKEZERAF

ZEEBRIRES

— BRI

yNC]
TERRZEAR

122 1

276,015

3,950

298,658

As at 30 June 2012, the amount due to related companies

including notes payable of approximately HK$61,089,000 (31
December 2011: approximately HK$27,778,000).

44

<[ 11592000 P8 31 December 2011

—F—F
+-A=+—8
HK$'000
BT

123,168

4,045

3,173

130,376

R-E——FXA=1H ENEH
RAIFEBREEMZEO B
61,089,000t (=T ——F+ = A=+
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

BHSEPHMBERME(R)

23. RELATED PARTY TRANSACTIONS (Continued)
(c) Balances with related companies (Continued)

The balances due from/to related companies are
denominated in RMB, unsecured, interest free and are
repayable on demand. No balance due from related
companies is past due or impaired.

23. BB G325 ()
(c) ERMBAEEL S 2 468 ()

FEUFERT RIS R AR IAA RS
IfE U REER REHRARE
SKEFEIE - B\ BRI I 1 R 45 84
BHISORE

As at
®

<[V T] 9200y P8 31 December 2011

—®'—C-F —E——%
VR d=lM +—A=1+—H
HK$’000 HK$'000
EETR BT T
(iiiy Short-term deposits in the Finance (i) F R BB AR 2 5 H#
Company: FaRc

— Controlled by the ultimate holding — AEKRERAT

company 12 209,493 233,784

24. ULTIMATE HOLDING COMPANY

The Directors regard Midea Group Co., Ltd., a company
incorporated in the PRC, as the ultimate holding company.

24, RRERAT

EEBEXNERARARRHEZMA
M Z AR RRBER R
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INTERIM DIVIDEND

The Board of Directors of the Company (the “Board”) has resolved not to
declare an interim dividend in respect of the six months ended 30 June
2012 (2011: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS
Business Review

The Group’s profit attributable to the owners of the Company and
earnings per share for the six months ended 30 June 2012 amounted to
approximately HK$349,411,000 (2011: approximately HK$391,157,000)
and HK12.38 cents (2011: HK13.88 cents) respectively. Decline in profit by
10.7% as compared to the same period last year was mainly attributable
to the decrease in overall sales volume of our motor products for electrical
household appliances which were affected by weak demand in electrical
household appliances in the first half of the year. During the reporting
period, gross profit margin of our products was improved by implementing
effective cost control measures, accelerating expansion of overseas
quality corporate clients as well as actively shifting sales mix of our
products which partially offset the Group’s profit drop.

The Group’s turnover from continuing operations for the six months ended
30 June 2012 amounted to approximately HK$4,068,821,000 (2011:
approximately HK$6,081,965,000), representing a decrease of
approximately 33.1% as compared to the same period last year. The
Group’s gross profit margin was approximately 14.6% (2011: 11.7%).
Increase in gross profit margin was primarily due to the improvement
achieved for our product mix adjustment and customer structure
optimization as well as the continuous decrease in prices of raw materials
since the beginning of the year. Under a severe market environment, we
kept on adjusting our strategies adopted for the domestic and export
sales and expanding the development of overseas markets. In addition,
contribution to gross profit from our high-value-added strategic products
was increasing. We observed the gradual positive effects of these
strategies after they have been employed over a period of time. It made an
increase in our overall profit margin. Net asset value per share of the
Group as at 30 June 2012 was HK96 cents (30 June 2011: 79 cents).

P Hi iz B

ARREFR(EFRDRERTERBEE-FT—
“EANAZTRAEAREAZFHEE (2T ——F:
) o

7N

SRR R
E¥OEE

HEZZT-——FXA=1+HILEAEA A E#
B A FEAE A & B FE &) 7 #349,411,000T (= F
— —4F: 4975 #391,157,0007T) 0 R ER B F A
12388 M (== — — 4 : 13.88/8 ) - 7B T &
107% FEZXREEM ELFFMEERTHKE
BREEMEREBHELAETHRAMZE  ®E
BN ARBIE@BEE— R I FI R A B &
B RIMREREEIMEEATPNAR - WA
MAXEREEEE RAEGNENE F5
[ 59 58 T8 18 E B LURK °

REBEE-_ZE——FXA=+tHLXEA ~&EEH
SR TS R R 154,068,821,0007T (=
T — —4F : 497 16,081,965,0007T) R L T PE4Y
331%  REEMENERL14.6% (ZE——45F:
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WEMBEMELSMA  ZEREERE T — R RME
MRS FEBEREMEBURA K=
E—ZFANA=+HH AEECZEREEFEE
BB (ZE——FNA=+TH:79%) -



MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Analysis of Major Business Operations

Since the second half of 2011, momentous growth in electrical household
appliances industry over the last two years could not be sustained due to
the termination or conclusion of certain national policies for stimulating
domestic consumption, and the entire industry was facing the threat of
inventory pile-up and stagnant domestic demand. Meanwhile, China’s
property market remained deadlocked as influenced by the
macroeconomic control policies in China. A combination of these adverse
factors and the last year’s high-base comparative figures, the sales in
principal products of electrical household appliances decreased in the
first half of the year. As a result, the manufacturing industry of intermediate
component products, such as motors and components, for electrical
household appliances has been hit hard by an apparent decrease in
demand for those products. In the first half of the year, the industry was in
a stage of clearing inventory, major manufacturers have curbed their
enthusiasm in boosting production, resulting in a continuous drop in raw
material prices due to low demand. Decline in products demand led to
idle labour time and excessive production capacity. Shrinkage in
production scale affected the earnings of manufacturers adversely. In
particular, the rising labor cost was the fatal flaw in business development
for these enterprises.

Confronted with economic downturn, the PRC government has launched
another new phase of policy in May this year to stimulate domestic
demand with no lesser financial subsidies than before, in an effort to
regain market confidence and to further explore spending potential.
Nevertheless, the objective of the new phase of policy has shifted to
upgrading the product structure from stimulating the growth in scale, and
such policy was intended to subsidise energy-saving products. As such, a
restoration of confidence among industry players has been translated into
action for grasping opportunities in the market. They sped up the
development of energy-efficient products, in particular those intermediate
products with better prospect of development, such as direct current
motors for air-conditioner, motors for energy-saving refrigerator
compressor and direct current motors for washing machines. Therefore,
the capacity expansion of the Group’s direct current motors is scheduled
to complete by the end of this year in order to fulfill the market demand for
energy-efficient products under this new subsidy policy. It is expected that
the benefits of such policy will be reflected in our results for the second
half of this year and the next year.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Micro Motors Business

For the micro motors business, the Group recorded approximately
38,226,000 units of domestic sales and 8,308,000 units of export
sales of micro motors for the six months ended 30 June 2012. The
aggregate sales volume decreased by 24.5% as compared to the
same period last year. The micro motors business recorded a
turnover of HK$2,597,580,000 for the first half of 2012, which
represented a decrease of approximately 41.3% as compared to
HK$4,424,830,000 for the same period in 2011. Profit of the micro
motors business for the first half of 2012 amounted to
HK$233,390,000, which was approximately 24.9% lower as
compared to HK$310,908,000 recorded for the same period in
2011. The decrease in profit, though, was substantially in line with
the decrease in gross sales volume of motors; decrease in turnover
was larger in terms of percentage due to raw material prices on
downward trend in the first half of this year, resulting in reduction of
motor products prices for the orders from our corporate clients,
sales to which at prices pegged to raw material costs.

In the first half of 2012, the progress of strategic transformation in
our micro motors business continued with a focus on quality
enhancement in operations. For product mix adjustment, we have
further expanded the development in commercial motors, direct
current motors, motors for refrigerator compressor and servo
motors so as to seize opportunities in future mainstream
development of commercial sectors and opportunities when the
market trend shifting from alternating current to direct current. In
addition, we have expanded our production capacity, cultivated
mainstream customer base and key geographical markets as well
as accelerated the construction of production base for commercial
motors in Changzhou. In the improvement of product quality, we
have polished the establishment of our quality control system and
consistently adopted a comprehensive quality management model
for continuously elevating our ability in quality analysis and
improvement to introduce product assurance effectively. For
technological innovation and production advancement, we have
increased our investments in new technologies and production
techniques under our long-term development plan, with the support
of the Shanghai R&D center, in particular, by accelerating the
research and development of servo motors, motors for energy-
saving refrigerator compressor and high-efficiency permanent
magnet motors, expected targets, in general, have been achieved.
In addition, we continued to adopt lean production process and
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

accelerate the implementation of equipment automation and less
workforce system and deeply explore the earnings potential of our
products. To optimize customer structure and sales pipelines, we
began to clear off low-margin customers, strengthen cooperative
relationship with mainstream corporate clients and speed up the
expansion of overseas markets. Meanwhile, we further enhanced
the support capability to our IT system of marketing management
to elevate our informatization level. In connection with our
organizational reforms, we have streamlined and optimized our
organizational structure as required during the progress of strategic
transformation. Department of lean and innovation has been set up,
on the one hand to strengthen our capability in innovation to
facilitate a rapid implementation of new projects on some new
technologies and new production techniques, and on the other
hand to complete the establishment of a lean organizational
structure so as to accelerate our pace of lean production. We have
also strategically recruited more professionals from all over the
world who are specialized in quality control, technologies,
manufacturing and production process respectively, in a bid to
continuously strengthen our team and consolidate our team
building with talent.

Our efforts over the first half of the year, to a certain extent, made
an achievement in our transformation. Well-defined roadmap of our
businesses has been drawn under our established development
strategies. As our core competitive advantages in products were
further realized, with our enhanced team building and ingenious
organizational structure, a concrete foundation has been laid for our
sustainable development.

Washing Motors Business

For the six months ended 30 June 2012, the Group recorded
approximately 6,538,000 units of domestic sales and approximately
8,399,000 units of export sales for its washing motors. Total sales
volume dropped by 7.2% as compared to the same period last year.
The aggregate turnover of the washing motors business for the first
half of 2012 decreased by approximately 11.5% to
HK$1,464,375,000 (HK$1,654,078,000 for the same period in 2011).
Profit of the washing motors business for the first half of 2012
amounted to HK$128,463,000, increased by approximately 72.1%
as compared to HK$74,637,000 recorded for the same period in
2011. Such an increase was mainly due to the growth in export
sales as well as the gradual increase in gross profit contribution
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

from our high-value-added strategic products. Positive effects of
these strategies were observed gradually after they were
implemented over a period of time, leading to an increase in the
overall profit margin.

In the first half of 2012, washing motors division continued to
accelerate the progress of strategic transformation and strengthen
the cultivation of its internal core capability. Since the proportion of
our export sales increased, we could have recorded an increase in
profit against the downturn in the entire industry. In the first half of
the year, strong demand from overseas powered the export of
washing machines to bottom out, making a steady growth in
demand for motors. In view of this, we have modified our strategies
for domestic and export sales of washing motors to accelerate
overseas market expansion so as to consolidate our cooperation
with mainstream washing machine manufacturers in overseas and
establish a network with other manufacturers. Through resources
integration, we enhanced investment in strategic products and
gained a more rapid growth in some of these strategic products
including dryer motors, direct current motors for washing machines
and motors for vehicles etc. By adoption of lean production
process, implementation of standard labor hours, investment in
technological improvement, upgrading standard of equipment
automation, launch of a streamlined system with less workforces,
strengthening production process and logistics management as
well as optimization of site management, our production efficiency
has been improved significantly. In addition, we have formed a dual-
direction strategy for human resources to recruit core professionals
and technicians externally and nurture management staff internally
through training and promotion. As a result, stable management
together with reasonably diversified personnel are in place to
support the rapid business development of the Group. At the
beginning of the year, a Korean expert in manufacturing and two
Korean experts in automation were introduced into the washing
motor division with a view to raise the management standard of the
product quality and manufacturing technology of its washing
motors. Through the enhanced external exchange of learning on
quality management with domestic and international leading
enterprises, including Japan-based well-known companies, we are
able to ensure product quality. In the first half of the year, the
business of our washing motors outperformed the industry average
and other market competitors to achieve a solid growth under the
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

properly modified strategies. On a solid foundation for sustainable
expansion, the growth potential will be fully explored. Therefore,
being driven by the new PRC government policies, subsequent
growth would further be secured.

Business of Associate

Shanxi Huaxiang Group Co., Ltd. (“Shanxi Huaxiang”) has further
defined its direction for transformation with a focus on
enhancement of product capability. Foundation for developing
compressor casting parts has been further solidified to intensively
explore potentials, ensuring profit and constant cash flow for our
operating development. Also, Shanxi Huaxiang has sped up its
development of machine processing, integrated its internal
resources with existing resources base for synergies. Planning in
advance for developing other high-value-added casting parts has
been conducted with expanded investments in our existing casting
parts, such as high-speed rail parts, valve parts and vehicle parts,
in an effort to increase market shares and optimize its product
development.

In the first half of 2012, sales of casting product for compressor,
one of Shanxi Huaxiang’s core products, dropped considerably as
affected by the decrease in domestic demand for household air-
conditioners, and sales volume of other casting products also saw
a decline as a result of domestic and global economic downturn,
leading to a period-to-period decrease in profit. Nevertheless,
Shanxi Huaxiang has strengthened its internal control system by
devoting efforts to the enhancement of fundamental management
system of financial and human resources, and launched, among
other things, projects on process intensification for production, in a
bid to gradually transform and upgrade its production structure and
model, shifting its business objective from the pursuit of scale and
quantity to the enhancement of the strength in cost control and
better product quality, and such move not only enabling potential
exploitation and efficiency enhancement, but also quality
improvement, so as to proactively respond to the risk of a slump in
orders amid downturns of the engineering and machinery industry
and the electrical household appliances industry.

For the six months ended 30 June 2012, the Group’s share of profit
from Shanxi Huaxiang, an associate owned as to 49% by the
Group, amounted to HK$9,901,000 (2011: approximately
HK$19,963,000).
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Financial Review
Liquidity and Financial Resources

The Group has maintained a healthy financial and liquidity position with a
current ratio of 135% as at 30 June 2012 (31 December 2011: 128%).
During the period ended 30 June 2012, given that the Group has
maintained sufficient cash and cash equivalents, less notes receivable
were discounted compared with previous period so as to save interest
expense, resulted in an increase of notes receivable of HK$220,474,000
for the period. As a result, the Group recorded net cash outflow from
operating activities amounted to approximately HK$31,788,000 (30 June
2011: net cash inflow of HK$317,660,000). All notes receivable are issued
and accepted by commercial banks which will be matured within 6
months and can be discounted upon request.

As at 30 June 2012, the Group was in a net cash position of
HK$443,999,000 (31 December 2011: HK$717,174,000), representing
cash and cash equivalents and pledged bank deposits of approximately
HK$905,267,000 less total bank borrowings of approximately
HK$461,268,000 (comprising approximately HK$288,852,000 would be
due within one year and approximately HK$172,416,000 would be due
over one year).

Financial Ratios

The following are certain financial ratios of the Group as at the
consolidated statement of financial position date:
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closing inventories divided by the cost of goods sold for continuing operations of the

period/year, and multiplied by the total number of days of the period/year.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

2. Trade receivables turnover is calculated based on the average of the opening and
closing of trade receivables of third parties and related companies, divided by the
turnover for continuing operations of the period/year, and multiplied by the total number

of days of the period/year.

3. Trade payables turnover is calculated based on the average of the opening and closing
of trade payables of third parties and related companies, divided by the cost of goods
sold for continuing operations of the period/year, and multiplied by the total number of

days of the period/year.

4. Current ratio is calculated based on the period-end/year-end current assets divided by

the period-end/year-end current liabilities.

Pledge of Assets

As at 30 June 2012, the Group’s banking facilities were secured by certain
property with net book value of approximately HK$41,578,000 (31
December 2011: approximately HK$43,253,000) and certain leasehold
land and land use rights with net book value of approximately
HK$45,274,000 (31 December 2011: approximately HK$46,102,000) of the
Group.

Contingent Liabilities

Save for the financial guarantees given by the Group as disclosed below,
as at 30 June 2012, the Group did not have any material contingent
liabilities.

Financial Guarantees

As at 30 June 2012, the Group has given guarantee to banks in respect of
the banking facilities extended to the associates of the Group of
approximately HK$648,307,000 (31 December 2011: approximately
HK$528,556,000). As at 30 June 2012, bank loans of approximately
HK$566,119,000 (31 December 2011: approximately HK$470,581,000)
being guaranteed by the Group to associates have been drawn down.

Capital Expenditure

For the six months ended 30 June 2012, the capital expenditure of the
Group was approximately HK$135,896,000 (31 December 2011:
approximately HK$410,503,000) related to the purchase of property, plant
and equipment, leasehold land and land use rights.
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Derivative Financial Instruments

As at 30 June 2012, the Group’s outstanding derivative financial
instrument assets and liabilities under various copper and aluminium
futures contracts and foreign exchange forward contracts amounted to
approximately HK$7,471,000 and HK$412,000 respectively (31 December
2011: the Group’s outstanding derivative financial instrument assets and
liabilities of approximately HK$16,792,000 and HK$240,000 respectively).

Exposure to Exchange Rate Fluctuations

During the six months ended 30 June 2012, approximately 37% of the
Group’s turnover was derived from export trading settled in Euro and US
dollars. In the meantime, the Group has also imported raw materials from
the suppliers which were paid in Euro and US dollars for settlement. As a
result, foreign exchange risks associated with these currencies were
partially offset. On the other hand, the Group has made arrangements to
purchase foreign exchange forward contracts to hedge against foreign
exchange exposure arising from export trading. The Group has stringent
control over the risk of exchange rate fluctuation, and will review from time
to time the sufficiency and appropriateness of the financial instruments
which were currently used to hedge significant foreign currency risks.

Capital Commitments

As at 30 June 2012, the Group has contracted capital commitments in
respect of the purchase of property, plant and equipment amounting to
approximately HK$82,025,000 (31 December 2011: approximately
HK$89,776,000).

Human Resources

As at 30 June 2012, the Group employed approximately 12,686 full time
employees in Hong Kong and the PRC. While the Group was supported
by a team of young and competent staff, it does not ignore the importance
of the development, management and future planning of its human
resources. With the use of open recruitment, job rotation, internal
promotion and professional training for the recruitment, deployment and
nurture of employees, it is intended to ensure the selection and
deployment of employees to be carried out in an open, fair and equitable
manner. Besides, it could also provide staff with a platform for their further
promotion and development. Through the implementation of
comprehensive human resources management, it is aimed at achieving
the objectives of enhancing employees contributions to the Group and
shaping the Group’s strategic advantages in human resources.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

The Group has adopted a share option scheme for employees as an
incentive to motivate its employees by linking their interests to the future
development and expansion of the Group. The Group currently provides
employees with competitive remuneration packages (comprising salary,
bonus and benefits in kind), adequate insurance cover (including pension,
medical insurance, unemployment compensation insurance, work injury
compensation insurance and maternity insurance) and housing provident
fund. In addition, the Group also provides its employees with other
benefits including on-the-job academic education, meal subsidy, housing
subsidy, cooperative medical scheme services, support fund and
recreational activities etc.

Business Prospects

Since 2011, the PRC government has adopted austerity measures to
control domestic inflation. Effective control on over investments has
completely changed the momentums of rapid economic growth that
driven overly dependent on investments in the past years. In the first half
of 2012, the quarterly GDP growth rate in China fell consecutively at below
8%, showing an apparent slowdown in China’s economic growth as well
as insufficient demand, and relevant industries have to bear the brunt of
economic slowdown. In order to prevent further downturn, the
government has lowered interest rates and cut the reserve requirement
ratio to relax its austerity measures in due manner, attempting to regain
market confidence. As driven by favorable policies, the PRC real estate
industry has showed a sign of recovery. Coupled with the launch of
another phase of subsidy program on energy-saving products as well as
low base of comparison resulted from slowdown of economic growth in
the second half of last year, it is expected that sales of electrical
household appliances will improve in the second half of this year as
demand will be further spurred, and the industry, in general, has hit the
bottom in the first half of the year and will be back on track of steady
growth. To grasp the opportunities arising from gradual recovery in the
industry and consumption upgrade, we are committed to initiate forward
planning for production capacity expansion of energy-saving products to
swiftly increase market share so as to lay a concrete foundation for future
development.

Micro motors division will keep on its strategic transformation and
adhere to our missions of “Innovation, Lean Production and
Transformation” with a focus on enhancement of product capability and
keep a balance between scale and profit. On one hand, in view of the
scale grew smaller in the first half of the year, we will strive for getting
maximum orders in the second half of the year in order to attain the sales
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target, on the others, we will further enhance our recruitment and retention
of technical personnel, inject more input to technological upgrade as well
as strengthen our ability in innovation and lean production, in an effort to
generate vitality for our sustainable development.

For alternating current household appliances motors, we will further
expand into overseas markets. For commercial motors, we will accelerate
the construction of our new production base in Changzhou. By turning
technological innovation, production advancement, automation and lean
production into competitive strengths of our products, such as alternating
current household appliances motors, commercial motors and refrigerator
compressor motors, we are able to enhance the operational efficiencies of
our resources, including production base, production facilities and
employees.

For direct current motors, we will exploit the opportunities arising in the
industry and from the government policies. By leveraging on our existing
technologies and capacity advantages, we will expand our customer base
vertically as well as horizontally with swift production expansion to gain a
good reputation in the industry. In addition to our existing core products,
the Company will accelerate the research and development of new
products with the support of the Shanghai R&D center in a bid to further
master core technologies.

Washing motors division will continue to adjust its strategies on
domestic and export sales, further develop into overseas markets to
ensure a sustainable growth in future. In view of the regular peak seasons
of washing machines industry approaching as well as the advantages
brought by the new subsidy program on energy-saving products, we will
continue to expand our production capacity of washing machine motors.
It is our aim to expand the production scale with a further enhanced
strategic products management and market development strategies. In
addition to retaining qualified personnel, we will also accelerate the
research and development of high-value-added products for
transformation with the support of the Shanghai R&D center, building a
more concrete foundation for sustainable development.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Shanxi Huaxiang after objectively assessed the cyclical risks of certain
of its business sectors, continued to improve its product mix adjustment
and customer structure and further diversify its products and customer
base in order to cope with the effect of economic fluctuation. In addition,
Shanxi Huaxiang will further enhance its internal fundamental
management, conduct strict production process, strengthen quality
control and increase the products output rate. Meanwhile, development of
high-value-added casting parts, such as high-speed rail parts, valve parts
and vehicle parts will be accelerated to achieve mass production, in an
effort to minimize the risk of its sales income that relies much on single
product.

As a summary of our interim results for the first half of 2012, there was a
substantial drop in demand for motors of electrical household appliances
resulting from sales plunge of end products in domestic market caused by
pessimism among consumers coupled with the factor of inventory piled
up. Looking ahead, electrical household appliances industry will start to
bottom out and a sign of recovery in domestic demand appeared under
the favorable circumstances, such as inventory digestion in the first half of
the year, the launch of new phase of subsidy policy for energy-efficient
electrical household appliances and the accelerated construction of
indemnificatory housing. In such volatile global economy, slow-paced
recovery also correlates with a number of uncertainties. With an aim to
mitigate pressures and adverse effects from deteriorating economy and
slowdown in domestic growth, our operation and development model has
turned to striving for profit quality instead of economies of scale. In
addition, we have looked to expand overseas markets, will focus on the
development of high-value-added energy-efficient motors with high gross
profit, conduct further technological research and development and
innovation, upgrade technological level of our brand, in an effort to
enhance the core competitive strengths of our products, while balancing
all of those efforts with careful risk control. Leveraging on our own
advantages, we will exploit market opportunities to ensure our sustainable
development.
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SHARE OPTION SCHEME

The Company adopted a share option scheme as approved by the
shareholders of the Company at an extraordinary general meeting held on
27 June 2003 (the “Share Option Scheme”).

The purpose of the Share Option Scheme is for the Company to attract,
retain and motivate talented participants to strive for future developments
and expansion of the Group and to provide the Company with a flexible
means of giving incentive to, rewarding, remunerating, compensating and/
or providing benefits to the participants. Eligible participants of the Share
Option Scheme include the Directors (including executive Directors and
non-executive Directors) of the Company or employees of the Group,
consultants or advisors of the Group, substantial shareholders or
employees of substantial shareholders of the Company, associates of
Directors or chief executives or substantial shareholders of the Company,
employees or directors of suppliers or customers of the Group,
discretionary objects of a discretionary trust established by employees or
directors of the Group, as to be determined by the Board at its absolute
discretion within the above categories.

The maximum numbers of shares which may be issued upon the exercise
of all outstanding options granted and yet to be exercised under the Share
Option Scheme and any other share option schemes adopted by the
Company must not in aggregate exceed 30% of the shares in issue from
time to time. The total number of shares which may be issued upon the
exercise of all options to be granted under the Share Option Scheme and
any other share option schemes of the Company must not in aggregate
exceed 10% of the shares of the Company in issue as at the date of
adoption of the Share Option Scheme, but the Company may seek
approval of its shareholders in general meeting to refresh the 10% limit
under the Share Option Scheme.

The total number of shares issued and to be issued upon exercise of the
share options granted under the Share Option Scheme and any other
share option schemes of the Company to each participant in any
12-month period up to the date of grant must not exceed 1% of the shares
of the Company in issue at the date of grant. Any further grant of share
options in excess of such limit is subject to the approval of shareholders in
general meeting of the Company.
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SHARE OPTION SCHEME (Continued)

Share options granted under the Share Option Scheme to Director, chief
executive or substantial shareholder of the Company, or to any of their
associates, are subject to approval of the independent non-executive
Directors of the Company (excluding any independent non-executive
Director who is also the grantee of the options). In addition, any share
options granted to a substantial shareholder or an independent non-
executive Director of the Company, or to any of their associates, in excess
of 0.1% of the shares of the Company in issue at any time or with an
aggregate value (based on the closing price of the Company’s shares at
the date of each grant) in excess of HK$5,000,000, within any 12-month
period up to and including the date of such grant, are subject to
shareholders’ approval in general meeting of the Company.

The offer of a grant of share options may be accepted within 28 days from
the date of the offer, upon payment of a nominal consideration of HK$1 in
total by the grantee. The exercise period of the share options granted is
determinable by the Directors and ends on a date which is not later than
10 years from the date of the offer of the share options.

The exercise price of the share options will be at least the highest of (i) the
closing price of the Company’s shares as stated in daily quotations sheet
of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on
the date of the offer for grant, which must be a business day; (ii) the
average closing price of the Company’s shares as stated in the Stock
Exchange’s daily quotations sheet for the five business days immediately
preceding the date of the offer for grant, which must be a business day;
and (i) the nominal value of the Company’s share.

On 30 July 2007, 9,500,000 share options were granted to certain
Directors and employees at an exercise price of HK$0.78 per share. The
share options were exercisable immediately on the date of grant and will
expire on 29 July 2017.
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Pursuant to an ordinary resolution passed by the shareholders of the
Company at an extraordinary general meeting held on 9 December 2008,
the 10% limit under the Share Option Scheme was refreshed
(“Refreshment”). Upon the approval of the Refreshment, a maximum of
1,347,931,411 shares of the Company being 10% of the issued share
capital of the Company as at the date of approval of the Refreshment,
may be issued upon exercise of the share options to be granted under the
Share Option Scheme and all other share option schemes of the
Company.

On 9 January 2009, 375,000,000 share options were granted to certain
Directors and employees at an exercise price of HK$0.157 per share
subject to a vesting scale in four tranches of 25% each and the
achievement of the Company’s performance target as set out in the note
below and these options will expire on 31 March 2017.

On 27 May 2011, the Company implemented a share consolidation on the
basis that every five issued and unissued shares of HK$0.1 each in the
share capital of the Company were consolidated into one share of HK$0.5
each (“Share Consolidation”). As a result, the exercise price and the
number of outstanding share options granted under the Share Option
Scheme were adjusted to reflect the effect of the Share Consolidation on
27 May 2011. As at 30 June 2012, 56,000,000 share options granted to
certain Directors of the Company and employees of the Group were
outstanding, details of which are set out in the table below.

No share options were cancelled, lapsed, exercised or granted during the
six months ended 30 June 2012.
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SHARE OPTION SCHEME (Continued)

Movements of the share options granted under the Share Option Scheme
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during the six months ended 30 June 2012 were as follows: BREEIRE CBRES ST
Options held Options held
Date of at 1 January at 30 June Exercise price
Name grant 2012 2012 per option Exercisable period
R-ZEB—-% RIT-—-f
—HA—H ~A=+H BirERE
24 REBH HAZHERE SAZHERE TiEE o] 17 {8 H BR
HK$
T
Directors
EE
Mr. Cai Qiwu 09/01/2009 13,600,000 13,600,000 0.785 01/04/2010-31/03/2017
BEHRESE (Note)
(Bt %)
Mr. Jiang Deqing 09/01/2009 7,200,000 7,200,000 0.785 01/04/2010-31/03/2017
Z@BERE (Note)
(B 5E)
Mr. Qu Fei 09/01/2009 4,400,000 4,400,000 0.785 01/04/2010-31/03/2017
BREAE (Note)
(B 5E)
Mr. Lam Ming Yung 30/07/2007 400,000 400,000 3.900 30/07/2007-29/07/2017
BB L AE 09/01/2009 1,000,000 1,000,000 0.785 01/04/2010-31/03/2017
(Note)
(B %)
Ms. Chen Chunhua 30/07/2007 400,000 400,000 3.900 30/07/2007-29/07/2017
fRELLZ T 09/01/2009 1,000,000 1,000,000 0.785 01/04/2010-31/03/2017
(Note)
(B &)
Employees
=]
In aggregate 30/07/2007 700,000 700,000 3.900 30/07/2007-29/07/2017
A& 09/01/2009 27,300,000 27,300,000 0.785 01/04/2010-31/03/2017
(Note)
(B &%)
Total 56,000,000 56,000,000
s
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Note :

The consideration for each of the grants above was HK$1. The options granted on 9 January
2009 shall be exercisable during the option period subject to a vesting scale in four tranches of
25% each and the achievement of the performance target of the net profit attributable to the

owners of the Company of the relevant period as set out below:

1. the first 26% of the options granted to each grantee shall be exercisable within seven
years after 31 March 2010 provided that the net profit attributable to the owners of the
Company for the financial year ended 31 December 2009 as disclosed in the final
results announcement of the Company is not less than 100% of the net profit
attributable to the owners of the Company for the financial year ended 31 December

2008 (excluding the results from discontinued business) (“Net Profit of 2008”);

2. the second 25% of the options granted to each grantee shall be exercisable within six
years after 31 March 2011 provided that the net profit attributable to the owners of the
Company for the financial year ended 31 December 2010 as disclosed in the final

results announcement of the Company is not less than 150% of the Net Profit of 2008;

3. the third 25% of the options granted to each grantee shall be exercisable within five
years after 31 March 2012 provided that the net profit attributable to the owners of the
Company for the financial year ended 31 December 2011 as disclosed in the final
results announcement of the Company is not less than 200% of the Net Profit of 2008;

and

4. the remaining 25% of the options granted to each grantee shall be exercisable within
four years after 31 March 2013 provided that the net profit attributable to the owners of
the Company for the financial year ended 31 December 2012 as disclosed in the final

results announcement of the Company is not less than 280% of the Net Profit of 2008.

The fair value of the options are determined used the “Binomial Valuation
model” (the “Model”). Key assumptions of the Model are set out below:
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Date of Grant: BB 9 January 30 July
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Risk-free rate: f [ e ) 2K 1.299% 413%
Expected dividend yield: TEAIRR B % 3% 0%
Expected volatility of the market price of the Company’s shares: N2 7 j& {7 i1 {8 78 278 18 - 52.34% 65.38%
Expected option life: T8 HA A i EA IR 8.2 years®  5.23 yearsF
Fair value as at the date of grant (approximately): REABRZAFAEKE - HKS % 8 HK$ B &

The Model requires the input of subjective assumptions, including the
volatility of share price. As changes in subjective input assumptions can
materially affect the fair value estimate, in the Directors’ opinion, the Model
does not necessarily provide a reliable single measure of the fair value of
share options.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN EQUITY AND DEBT SECURITIES

As at 30 June 2012, the interests and short positions of the Directors and
the chief executive of the Company as at 30 June 2012 in the shares,
underlying shares and debentures of the Company or its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (“SFO”), Chapter 571 of the laws of Hong Kong), as recorded in
the register required to be kept by the Company under Section 352 of the
SFO or which have to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which any such Director or chief executive is taken or
deemed to have under such provisions of the SFO) and the Model Code
for Securities Transactions by Directors of Listed Issuers (“Model Code”)
contained in the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”), were as follows:

Interests in share options of the Company (long position)

The interests of the Directors’ rights to acquire shares of the Company
under the Share Option Scheme are set out in detail in the above section
of “Share Option Scheme”.

Save as disclosed above, at no time during the six months ended 30 June
2012 was the Company or any of its subsidiaries or associated
corporations (within the meaning of Part XV of the SFO), its fellow
subsidiaries or its holding company, a party to any arrangements to
enable the Directors or the chief executive of the Company to acquire
benefits by means of the acquisition of the shares in, or debentures of, the
Company or its associated corporation (within the meaning of the SFO), or
had exercised any such rights during the period.

Other than those interests disclosed above, as at 30 June 2012, none of
the Directors and the chief executive of the Company and their respective
associates had any interests or short positions in any shares, underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which were
required to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which he/she was taken or deemed to have under such
provisions of the SFO), or which were recorded in the register kept by the
Company under section 352 of the SFO, or which were required to be
notified to the Company and the Stock Exchange pursuant to the Model
Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30 June 2012, the following persons, other than a Director or chief
executive of the Company, had an interest or short position in the shares

and underlying shares of the Company as recorded in the register
required to be kept by the Company under section 336 of the SFO:

FERRER

RARRIEEZF N ERGIFEBOHAFEZE
RM#ER  RZZE——FXA=+H " TIAL(E

EFHAR

BITBRABRINRARE Z KK

Al&x=1T

AR P A EESIAR

Approximate

Number of percentage of
Name of shareholder Nature of interest shares held shareholding
BEMEZE Mg BAERHEEBE BHREBYOEDEL
Midea Holding (Cayman Islands) Limited (“Midea ~ Long position Beneficial interest 1,901,204,779 67.38%
(Cayman Islands)”) (Note 1)
ENER(FEHE) BERAR(EN (H=HS))) HA B m
(P 5E1)
Midea Investment Holding (BVI) Limited Long position Interest in a controlled ~ 1,901,204,779 67.38%
(“Midea Holding”) (Note 2) corporation
EHERBERLIA(EMERDME2) F& REEEER
Midea Group Co., Ltd. (“Midea”) (Note 3) Long position  Interest in controlled 1,947,116,779 69.01%
corporations
ENEEERAA(FEH D ES) o=} RmEEE R
Foshan Shunde Midea Investment Holding Co., Long position  Interest in controlled 1,947116,779 69.01%
Ltd. (“Shunde Midea”) (Note 4) corporations
#ILmIEfERENREERER AR ([NEREDN]) HA R EEE R
(B 5E4)
Mr. He Xiangjian (Note 5) Long position Interest in controlled 1,947,116,779 69.01%
corporations
o] = 12 55 A (FfY 555) e REEEER
Ms. Liang Fengchai (Note 6) Long position Interest of spouse 1,947116,779 69.01%

Z Bl 22 £ (F 5E6)

Notes:

64

These 1,901,204,779 shares of the Company were registered in the name of and 1.

beneficially owned by Midea (Cayman Islands).

Midea Holding was deemed to be interested in the 1,901,204,779 shares of the 2.

Company in which Midea (Cayman Islands) was interested by virtue of its holding 100%

equity interest in Midea (Cayman Islands).

)

BB #E ot

GEE

EFNAEFBNELZEELLERAEFTZS
1,901,204,779MR AR R B e 15 ©

FENREREBEFBEN (RS S)100% K # iR AR
EN(RSBS)EA # i 21,901,204, 779 AR & & 15
R A R o



SUBSTANTIAL SHAREHOLDERS’ INTERESTS
(Continued)

3. There were 45,912,000 shares of the Company registered in the name of and
beneficially owned by Midea International Corporation Company Limited (“Midea
International”) which is a company 100%-owned by Midea. Midea Holding is also a
100%-owned company of Midea. Accordingly, Midea was deemed to be interested in
the aggregate of 1,947,116,779 shares of the Company including 45,912,000 shares of
the Company in which Midea International was interested and 1,901,204,779 shares of
the Company in which Midea Holding was deemed to be interested by virtue of its

holding 100% equity interest in both Midea International and Midea Holding.

4. The registered capital of Midea is owned as to 59.85% by Shunde Midea. Accordingly,
Shunde Midea was deemed to be interested in the aggregate number of 1,947,116,779
shares of the Company in which Midea was deemed to be interested by virtue of its

holding 59.85% equity interest in Midea.

5. The registered capital of Shunde Midea is owned as to 94.55% by Mr. He Xiangjian.
Accordingly, Mr. He Xiangjian was deemed to be interested in the aggregate number of
1,947,116,779 shares of the Company in which Shunde Midea was deemed to be
interested by virtue of his holding 94.55% equity interest in Shunde Midea.

6. Ms. Liang Fengchai is the spouse of Mr. He Xiangjian and is therefore deemed to be
interested in the aggregate number of 1,947,116,779 shares of the Company in which

Mr. He Xiangjian was deemed to be interested.

Save as disclosed above, as at 30 June 2012, the Company was not
aware of any other persons (other than the Directors or chief executive of
the Company) who had an interest or a short position in the shares or
underlying shares of the Company which was required to be notified to
the Company and the Stock Exchange pursuant to Divisions 2 and 3 of
Part XV of the SFO and have been recorded in the register kept by the
Company under section 336 of the SFO.
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DISCLOSURE PURSUANT TO RULE 13.22 OF
THE LISTING RULES

As at 30 June 2012, the aggregate amount of guarantees given for the
loan facilities granted to the associates by the Group amounted to
HK$648,307,000 which exceeded 8% of the assets ratio as defined in
Rule 14.07(1) of the Listing Rules. A pro-forma combined statement of
financial position of the associates, in which the Group has a 49% equity
interest, as at 30 June 2012 is presented below:

WRELETHRAFE13.221F 1
RZZE——FRA=+H KEERHE QAR E

BEFRREMEHRZERE 1L AE648,307,000
JL B ETRBNEA0TAVE T AT EELL K2
8%  c RZTE——FNA=1TH ZBEALEEEE
A9%RENHERR ZHESHUBARREZT
N

Pro-forma combined Group’s
statement of attributable interest

financial position (49%)

wEEH AEEEGED

Bt 5 AR &R (49%)

HK$'000 HK$’000

BETT BETT

Non-current assets EMBEE 597,734 292,890
Current assets mEBEE 1,290,507 632,348
Current liabilities mEaE (703,574) (344,751)
Non-current liabilities ERBAE (648,306) (317,670)
Net assets BEFR 536,361 262,817




PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the listed securities of the Company during the six
months ended 30 June 2012.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS
OF LISTED ISSUERS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (“Model Code”) as set out in Appendix 10 to the
Listing Rules as the code of conduct of the Company for Directors’
securities transactions. Having made specific enquiry of the Directors, all
the Directors confirmed that they have complied with the Model Code
throughout the six months ended 30 June 2012.

COMPLIANCE WITH CORPORATE
GOVERNANCE CODE

Throughout the six months ended 30 June 2012, the Company had
complied with all code provisions of the Code on Corporate Governance
Practices (effective until 31 March 2012) and the Corporate Governance
Code (new edition of the Code on Corporate Governance Practices
effective from 1 April 2012) (“New CG Code”) as set out in Appendix 14 to
the Listing Rules.

AUDIT COMMITTEE

The Company established its Audit Committee on 5 August 1999 to be
responsible for reviewing the financial information of the Group and
overseeing the financial reporting system and internal control procedures
to ensure the integrity of the financial statements of the Group and the
effectiveness of internal control and risk management system of the
Group. A revised set of terms of reference of the Audit Committee in
compliance with the code provisions of the New CG Code was adopted
and approved by the Board on 9 March 2012 and is available on the
websites of the Company and Hong Kong Exchanges and Clearing
Limited (“HKEX”). The Audit Committee comprises all three independent
non-executive Directors, namely, Mr. Tan Jinsong (Chairman of the Audit
Committee), Mr. Lam Ming Yung and Ms. Chen Chunhua.

The Audit Committee has reviewed the unaudited interim results of the
Group for the six months ended 30 June 2012 and agreed to the
accounting policies and practices adopted by the Group.
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REMUNERATION COMMITTEE

The Company established its remuneration committee (the “Remuneration
Committee”) on 22 September 2005 to be responsible for determining the
remuneration of the executive Directors and senior management of the
Company and making recommendation on the remuneration of the non-
executive Directors to the Board. The Remuneration Committee shall be
responsible for making recommendations to the Board on the policy and
structure for remuneration of the Directors and senior management and
on the establishment of a formal and transparent procedure for developing
remuneration policy. A revised set of terms of reference of the
Remuneration Committee in compliance with the code provisions of the
New CG Code was adopted and approved by the Board on 9 March 2012
and is available on the websites of the Company and HKEx. The Chairman
and majority member of the Remuneration Committee are independent
non-executive Directors. The Remuneration Committee comprises Ms.
Chen Chunhua (Chairman of the Remuneration Committee), Mr. Tan
Jinsong, Mr. Lam Ming Yung, Mr. Cai Qiwu and Mr. Zheng Weikang.

NOMINATION COMMITTEE

The Company established its nomination committee (the “Nomination
Committee”) with written terms of reference on 9 March 2012 to be
responsible for reviewing the structure, size and composition of the Board
and making recommendation to the Board on appointment or re-
appointment of Directors. A set of terms of reference of the Nomination
Committee is available on the websites of the Company and HKEx. The
Nomination Committee comprises two executive Directors, namely Mr.
Cai Qiwu (Chairman of the Nomination Committee) and Mr. Zheng
Weikang and all three independent non-executive Directors, namely, Ms.
Chen Chunhua, Mr. Tan Jinsong and Mr. Lam Ming Yung.

UPDATE ON DIRECTORS’ INFORMATION
UNDER RULE 13.51B(1) OF THE LISTING RULES

Mr. Tan Jinsong resigned as an independent director of Cosco Shipping
Co., Ltd. (a listed company on the Shanghai Stock Exchange) in January
2012. Mr. Tan was appointed an independent director of Poly Real Estate
Group Co., Ltd. (a listed company on the Shanghai Stock Exchange) in
April 2012.

On behalf of the Board
Welling Holding Limited
Cai Qiwu

Chairman

Hong Kong, 27 August 2012
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