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CORPORATE PROFILE
AL

SCUD Group Limited (HKSE Stock Code: 01399) (the “Company”,
together with its subsidiaries, the “Group”) is engaged in research
and development, design, production and sale of various rechargeable
lithium-ion battery modules in the People’s Republic of China (“PRC"),
which enjoys reputation in the industry by virtue of high safety and
quality of its lithium-ion battery modules under the “SCUDFRERR"
brand. Lithium-ion battery is a major battery technology for portable
electronic products, motive power batteries and energy storage
application market in the world. The Group’s major production
activities cover three areas along the industry chain, namely battery
materials, manufacturing of bare battery cells and assembly of
battery modules. Battery modules generally refer to units consisting
of rechargeable bare battery cells, a power management system,
and precision structural parts and accessories. They are widely
used as batteries or backup battery products for various portable
electronic products. The Group has been focusing on developing
its lithium-ion battery business. To enhance market competitiveness
of its products, the Group has increased research and development
(“R&D") expenditures in lithium-ion battery modules as well as power
management system, a major component of lithium-ion battery
modules manufactured by the Group itself. The Group has become a
professional lithium-ion battery module manufacturer with its design
capability and self-support capacities ranking amongst other leading
market players in the domestic lithium-ion battery sector.

Since its establishment, the Group has been supplying lithium-ion
battery modules to its own-brand business, which sells “SCUDRE
E&" branded lithium-ion battery modules suitable for various mobile
phones and other mobile phone peripheral accessories mainly through
its vast distribution network and online stores. The Group has also
been actively supplying lithium-ion battery modules to domestic and
foreign brands of electronic products in recent years. It has entered
into supply chain systems of well-known branded smartphones
and tables manufacturers domestically and abroad and become a
major battery supplier for customers including Huawei, ZTE, Lenovo,
Panasonic, Xiaomi, TCL and BBK.

In 2010, the Group completed a vertical consolidation of lithium-ion
battery module industry chain through acquisition of a manufacturer
engaged in upstream lithium-ion bare battery cell business, the
Group’s business now covers both manufacturing of bare battery cells
and assembly of battery modules. The Group’s current bare battery
cell products mainly include prismatic liquid lithium-ion bare battery
cells as well as polymer lithium-ion bare battery cells, which are for
self-use and external sale in the domestic market.
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FINANCIAL HIGHLIGHTS

B TS

FOR THE YEAR ENDED 31 DECEMBER 2013

BE-_Z—=%Ft+-A=+—BLEE

(RMB thousand except where otherwise stated) (R BEEEN » LT T AREIR)
2013 2012 % Change
—F-=F T ZHEI
Turnover SR 2,392,490 1,821,620 31.3
Profit/(Loss)from Operating Activities 484 &&= F,/ (E#E) 73,388 (201,253) 136.5
Profit/(Loss) Attributable to VIN/NEIL Fes S Y= DN

Equity Holders of the Company LR (E51E) 38,294 (162,815) 123.5
Total Assets BEMAE 2,324,578 2,113,100 10.0
EBITDA/(LBITDA) REFFE - BIE - HER

AT AR, (E518) 138,299 (118,117) 2171
Basic Earnings/(Loss) Per Share BREXEF,(FEE)

(RMB cents) (AR®ED) 3.71 (15.78) 123.5
Diluted Earnings/(Loss) Per Share GREEET (E18)

(RMB cents) (AR¥) 3.71 (15.78) 123.5
Current Ratio (Times) B () 1.7 1.8 (5.6)
Total Debt to Equity Ratio (%) B AREE S 2 LR (%) 27.4 249  25pts/ ADE
Cash Position e 593,243 422,433 40.4
Proposed Final Dividend e G AR B S G L)

Per Share (HKD cents) 1.0 - -
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Dear shareholders,
BENIER

On behalf of the board of directors (the
“Board”) of SCUD Group Limited (“SCUD",
the “Company” or, together with its
subsidiaries, the “Group”), | am pleased to
present the annual results of the Company
for the full year from 1 January 2013 to 31
December 2013 (the “Review Period").

RABRERERSEEERQR([RERE]
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BEEAME DR FE A o

Fang Jin Chairman
e FE

The advent of the iPhone has abruptly heralded a brand new era for
smartphones, and the emergence of the Android system has advanced
the transition to a new stage. The global communications market is
facing a comprehensive transformation from feature mobile phones
to smartphones. It is expected that 3G smartphones will remain to be
the mainstream in China’s smartphone market for the next two years,
and that the market for 4G smartphones will experience rapid growth
from 2014. Over the past two years, several domestic smartphone
manufacturers have managed to win a place in the global top 10
list of smartphone manufacturers, including Huawei, ZTE, Lenovo,
Coolpad and Xiaomi, evidencing a swift rise of Chinese enterprises in
the global smartphone sector. Besides, the aggregate shipment of the
top ten brands of smartphones has accounted for 80% of the global
market share. Backed by the fact that China has become the biggest
mobile phone market in the world, it is expected that the global
market share for domestic smartphone manufacturers will maintain
the upward momentum in the future as domestic smartphone
manufacturers may take the initiative to grab the medium- and low-
end domestic markets in China and seek expansion in fast growing
emerging markets by leveraging their brand and product positioning.
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The rapid market penetration of smartphones over the past two years
has set the market trend from 2014 onward, featuring a shift from
first-time purchase of smartphones to replacement of old smartphones
with newer models. Buyers would expect more in terms of user
experience and brand images as they switch to newer models, since
they are already familiar with the way smartphones operate. The
prevalence of smartphones has also given a lift to the mobile phone
accessories market. The global 4G network coverage will increase
consumers’ demand for smartphones with higher specifications, which
will not only enlarge the scale of the mobile phone accessories market
but also heighten the consumers’ expectations on mobile phone
accessories. As a result, smartphone accessories will be a part of the
future development trend in the market.

For years, SCUD Group has been focusing on the production and sale
of mobile phone batteries. The commitment has shaped the Group
into one of the professional lithium-ion battery module manufacturers
with the strongest designing capability and comprehensive supporting
facilities in the domestic lithium-ion battery module segment.
Although the dramatic changes in the landscape of the mobile
phone industry in recent years posed serious challenges to the
Group’s own-brand business, they also brought opportunities to the
Group. Capitalising on the reputation of high safety standards and
high quality of the Group’s lithium-ion battery module under the
“SCUDFREMBR"” brand, the Group also grasped the advantages and
disadvantages of the development in the mobile phone industry, and
repositioned its target customers to domestic mid- to high-end phone
manufacturers. With the maturing development of the domestic
smartphone and its increasing market penetration, the Group
seized potential growing opportunities in entering the supply chain
systems of many renowned domestic and overseas manufacturers of
brand smartphones and tablets and has become the major supplier
of lithium-ion battery module solutions and products for Huawei,
ZTE, Lenovo, Panasonic, Xiaomi, TCL and BBK. The Group’s major
costumers have a stable end-user market which creates a competitive
strength for the Group, and the rapid growth in the end market for
smart devices in recent years is also expected to boost the proportion
of income derived from the ODM business in the Group’s total
revenue.

The midstream sector of the lithium-ion battery module industry chain
mainly includes manufacturing of bare battery cells and assembly
of battery modules. There are numerous domestic and overseas
enterprises engaged in manufacturing of lithium-ion bare battery
cells, among which established companies with large-scale operations
enjoy significant competitive advantages. In particular, Japanese
vendors including Sony, Sanyo and Hitachi as well as Samsung and
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LG Chemical in South Korea are world-class lithium-ion bare battery
cell suppliers with entrenched positions in the industry. Currently, the
domestic lithium-ion bare battery cell manufacturers mainly supply
their products to budget and third- and fourth-tier branded mobile
phone manufacturers in China, as there is still a gap in production
process and technologies between domestic and imported lithium-ion
bare battery cells.

As recognised in the industry, the quality and production technology
of bare battery cells are the keys to the quality of lithium-ion battery
modules. When deciding on their sales strategies, international
lithium-ion bare battery cell suppliers are highly reluctant to supply
their products to a battery module manufacturer without proven
quality and technological capability, on the ground that a quality
or technology issue of the latter would undermine the reputation
of their branded bare battery cells. SCUD has successfully entered
into the supply chain systems of domestic and overseas renowned
smartphone and tablet brands in recent years, thanks to the fact that
the foreign bare battery cell brands including Sony, Sanyo, Samsung,
LG Chemical and Hitachi have become major suppliers and strategic
partners of the Company. By virtue of the quality imported bare
battery cells, high brand awareness, proven technology and process,
and the capacity to produce various lithium-ion battery modules,
SCUD is widely recognised in the industry in terms of its product
quality and technology. With the Group taking a pole position in
the high-end lithium-ion battery module manufacturing sector, the
management believes that in addition to production technology,
the access to quality and stable upstream resources is also very
important in building up the Group’s core competence. In this regard,
it is necessary for the Company, as a high-end lithium-ion battery
module manufacturer, to partner and establish long-term and stable
cooperation with international lithium-ion bare battery cell suppliers.

The rapid development and higher demand for performance of
digital electronic products have facilitated the development of
power technologies, with power banks developed to extend the
battery life for all kinds of smart electronic products. “SCUDRTE
B&” brand is renowned in the industry for its years of experience in
manufacturing mobile phone batteries and the safety and quality of
its battery products. Product quality and safety remain the priorities
for power banks under the “SCUDFEER" brand. Based on SCUD's
standards, Fujian mobile power local standards, the first of its kind
in the domestic market, were launched in 2013 after deliberation
by different government departments and technicians, laying the
groundwork for the establishment of the industrial and national
standards. The ultimate goal of launching the industrial and national
mobile power standards in China is to regulate the product quality
control of mobile power manufacturers. The standards will enable
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the inspection authorities and the law enforcement departments to
regulate product quality and allow customers to differentiate products
by referring to the standards, thus protecting their interests. The
establishment of the industrial and national standards could raise the
thresholds for entering into of the industry, which is beneficial to the
regulation of industry development, and bringing orderly competition
in the market. SCUD targets at high-end mobile power products as
the Group believes that, with the industrial and national standards
in force, the high quality of “SCUDFRFEREE" products will stand out
among competitors. The “SCUDFRERR"” branded power banks, which
are well received by customers, have already secured a considerable
market share in China at present. The sound development of power
banks will enhance the industry status of large enterprises, bringing
new opportunities to the Group. Own-brand power bank became the
largest source of revenue among our own-brand products in 2013.
The Group firmly believes that quality, brand, and channels will be
the competitive strengths for “SCUDFREER" brand in the power bank
market, and the Group will launch safer and more efficient branded
power banks for consumers.

To satisfy consumers’ demand for convenient charging tools which
can be used anytime and anywhere, the Group has started to develop
a series of wireless charging products in 2012, including wireless
charging plate, wireless charging power source, wireless power card,
etc. These products have received International “Qi” Certification
formulated by the Wireless Power Consortium and were formally
launched in 2013. In particular, wireless charging products jointly
developed with Panasonic have stirred up much attention in the
industry upon their launch.

The core competence of SCUD Group is illustrated by its leading
technology R&D, professional module development and manufacturing,
high quality clientele and high quality bare battery cell supplies, and
is also demonstrated by its commitment to provide customers and
consumers with safe, light and durable green power products. Looking
ahead, the dual drivers for the continuous forward momentum of the
Group's business will be technology development and the need for
business deployment. The development of smartphones will continue
to steer the direction of the future mobile phone accessories industry.
The Group will adjust its development strategies in response to the
market movements. The Group will invest more resources in R&D and
production of lithium-ion battery module products with high price-
performance ratio, so as to strive for higher profits in the changing
market, further consolidate and raise the market status of the Group
and establish stronger presence of the brand. The Group will maintain
and expand its cooperation with well-known smartphones and tablets
manufacturers at home and abroad and secure long-term and stable
partnerships, so as to lay the market foundation for future development.
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INDUSTRY REVIEW

According to a report prepared by the research firm IDC, smartphones
recorded global sales of 1.004 billion units in 2013, representing
a growth of 38.4% year-on-year, and accounted for 55.1% of
the annual total global shipment of mobile phones. As indicated
in the report, the rapidly growing global smartphone market will
be continuously fuelled by the booming demand for medium- and
low-end smart devices from emerging markets, despite the nearly
saturated penetration in certain developed markets. The global
shipment of smartphones is estimated to grow at a compound
annual growth rate of 18.4% from 2013 to 2017, according to the
report, to nearly 1.7 billion units by 2017. To conclude, the global
communications market has come into a period of overwhelming
transition from feature mobile phones to smartphones, which will be
a progressive and ongoing trend.

In China, mobile phone retail sales are estimated to reach 408 million
units in 2013, according to a survey published by the research firm
GFK in December 2013. In particular, smartphones are expected to
record retail sales of 350 million units, representing a growth of 84%
year-on-year, and account for 87% of the total mobile phone retail
market. According to GFK, China accounted for approximately 35%
of the global smartphone sales in terms of retail sales volume in 2013.
Despite a slower growth in sales volume of smartphones in China
in 2013 compared with those in the past two years, there are still
major drivers sustaining market growth. For 2014, 4G technology will
become a catalyst for growth in China’s mobile phone market where
4G smartphones will stand out as a driver to the whole industry chain.
China’s smartphone market has been growing, largely benefiting from
the promotion of medium- to low-end smartphones jointly by major
mobile phone manufacturers and telecommunications operators.
According to a report prepared by the research firm Canalys, with
the surging sales of Chinese branded mobile phone manufacturers in
2013, smartphones manufactured by Huawei, ZTE, Lenovo, Coolpad
and Xiaomi in total have accounted for 20% of the global smartphone
market share.
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Mobile phones are becoming increasingly smarter, smaller and
multi-functional on the back of the rapid development in mobile
communications, electronic chip, display and other technologies.
Smartphone and digital product upgrades driven by consumer
demands have directly resulted in larger demands for lithium-ion
battery modules for mobile phones and digital products while posing
higher energy density and safety requirements. The market for
power bank providing uninterrupted support to portable digital and
electronic products has also witnessed rapid expansion, mainly to
cater for the increasingly power-consuming smartphones due to their
larger displays and additional functions. Currently, external power
banks are widely used for mobile phones, tablets and various digital
products, attracting a large number of domestic manufacturers to the
sector by its vast market potential.

BUSINESS REVIEW

Own-brand business

Lithium-ion battery modules for mobile phones, tablets and digital
products are the main income sources of the Company’s own-
brand business. The own-brand lithium-ion battery module products
for mobile phones, tablets and digital products include replaceable
batteries for mobile phones (“own-brand mobile phone batteries”)
and power banks (“own-brand power banks”). With significant
changes in the mobile phone industry structure recently, replaceable
batteries for mobile phones are gradually replaced by a variety of
power banks, resulting in significant decrease in the demand for the
Group's own-brand mobile phone batteries. Currently, the sales of the
own-brand power banks account for more than half of the sales of
the Group's own-brand business.

During the Review Period, the sales revenue from the own-brand
business recorded a year-on-year decrease of 12.7%. It is mainly due
to the significant decline in the sales of own-brand mobile phone
batteries. Accordingly, the dwindling demand for own-brand mobile
phone batteries, the major revenue contributor to the Group’s own-
brand business for years, became a drag on the Group’s own-brand
business. Despite the noticeable increase in the sales of own-brand
power banks as compared to that of the same period last year,
the overall sales revenue from the own-brand business decreased
by approximately RMB91,606,000 during the Review Period as
compared to that of 2012. Hence, the own-brand business segment
recorded a net loss of approximately RMB4,337,000 (2012: net loss of
approximately RMB217,624,000) during the Review Period.
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During the Review Period, the sales volume of the own-brand
mobile phone batteries reached approximately 15,269,000 pieces,
representing a decrease of 54.2% as compared to that of the same
period last year, which contributed approximately RMB247.2 million
(2012: RMB531.0 million) to the turnover of the Group, 53.4% lower
than that of the same period last year. Sales volume of own-brand
power banks reached approximately 5,128,000 pieces, representing
a significant increase of 271.3% as compared to that of the same
period last year, which contributed approximately RMB354.6 million
(2012: RMB125.0 million) to the turnover of the Group, 183.7%
higher than that of the same period last year. In particular, 74.4% (2012:
62.1%) of the sales revenue of the own-brand mobile phone batteries
and power banks was derived from our “SCUDRFERR" brand, and
the remaining 25.6% (2012: 37.9%) was derived from “Chaolitongit&
713" brand. Taking the place of the own-brand batteries for mobile
phones, the own-brand power banks became the largest revenue
generator in the own-brand business.

Product refund

The own-brand batteries for mobile phones became stagnant and
overstocked in large quantities amid the recent changes in the global
mobile phone industry structure and the rapid shifts in demands in
the communications market. Distributors who have partnered with
SCUD for many years faced problems such as inventory backlog and
cash flow difficulties in recent years and such problems adversely
affected the normal operations of the Group’s sales network. The
stagnant overstocking directly attenuated the capability of distributors
to continue acquiring new products recently launched by the Group,
which in turn led to the Group's inability to effectively promote new
products such as own-brand power bank with the existing distribution
channels. The Group took initiatives and started negotiating with all
major distributors since the fourth quarter of 2012, and refunded
its distributors for the unmarketable own-brand mobile phone
batteries under the Group’s “SCUDRERR” and “Chaolitongia /18"
brands which they had previously purchased from the Group during
the period from 1 January 2010 to 30 June 2012 to offset trade
receivables, allowing the distributors to tackle problems in inventory
backlog and cash flow difficulties.
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The refund plan for own-brand mobile phone batteries was completed
on 30 June 2013. A total of approximately 12.3 million pieces of
own-brand mobile phone batteries were refunded by the Group. The
refund plan involved a provision for impairment of refunded products
totalling approximately RMB162.4 million, of which approximately
RMB151.7 million was attributed to the annual results for 2012 and
approximately RMB10.7 million was attributed to the annual results
for 2013. The provision for impairment of the refund made in 2012
was estimated based on the estimated quantity, agreed price and net
realisable value of the recovered products. However, as the provision
for impairment of the refund made in 2012 excluded the impairment
loss on refund of products under other sub-brands, impairment loss
on refund of products under other sub-brands of approximately
RMB13.2 million was realised in 2013. As at 31 December 2013, the
Group had disposed of approximately 12.3 million pieces of refunded
own-brand mobile phone batteries. As the disposal price was higher
than the estimated net realisable value, a gain on overprovision of
disposal loss of approximately RMB2.5 million was recorded.

The management expected that the declining sales of own-brand
mobile phone batteries will still have an impact on the revenue from
own-brand business, despite the effectively accelerated clearance of
inventory backlog under the battery refund plan. Accordingly, the
Group will proactively refine its marketing strategy to secure future
growth in sales and profit and its position in the own-brand market.

Restructuring sales network

The Group started to improve supply chain management and gradually
restructured the sales network of “SCUDFR E BR” and “Chaolitong
8 713" brands in Mainland China. The Group also optimised the
approach for introduction and planning of its products and the profit
sharing structure with its distribution channels.
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Throughout the years, the Group has been relying on its vast domestic
distribution network to market its own-brand products and to increase
its products’ market coverage through its multiple sales channels, with
a view to boosting the Group’s market share, and thus sales volume.
However, the hiking domestic rentals and wages in recent years
were pushing up the costs of traditional sales channels managed by
distributors. The situation was worsened by the fast-changing industry
structure of feature mobile phones and related accessories brought
about by the emergence of smartphones, which has put higher
pressures on the distributors in terms of their inventory management
and capital requirement arising from the need to deploy and market
products within a short period of time. In this connection, the Group
has been gradually downsizing its traditional distribution channels,
and reducing the number of its national first-tier distributors from
approximately 500 in 2012 to approximately 100. Meanwhile, the
Group will proactively diversify into other sales channels, aiming at
establishing a mix of traditional and modern distribution channels that
complement each other.

The Group has started to sell its products through well-known
domestic online shopping platforms such as Tmall.com, JD.com and
Amazon.cn, etc., with a view to delivering its products to consumers
in the most efficient manner. Large-scale online stores established on
well-known e-commerce platforms provide favourable conditions for
the Group to expand its online sales channels, and allow the Group to
build up customer confidence and effectively upgrade its brand image
and directly boost its sales. Better results have been observed when
linking the online stores with the Group’s corporate website.
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Realigned strategy for product lines

The evolving power supply technologies brought about by the rapid
growth and higher performance requirements of high-end electronic
products have brought forth power banks that can support a range
of smart electronic products. The fast-growing power bank sector
has attracted numerous manufacturers and resulted in intensified
competition. The Group expects that the huge demand for power
banks will subsist in the absence of technological breakthrough
in smartphone battery products. The Group notes that substantial
guantities of inferior-quality power bank of innumerable brands
are reported to have been distributed through online channels and
stores, causing accidents from time to time due to quality issues. As
a particularly important attribute, the safety of power banks, which
are often carried as personal belongings, is largely dependent on
the technology of bare battery cell and circuit board protection. The
Group is confident that backed by its quality, brand and channel
strengths, the “SCUDR E B&" brand will be well positioned in the
power bank market, and the Group will diversify its product
offerings with proven safety performance and high efficiency to offer
consumers with more choices.

Facing the challenges arising from the evolving mobile phone industry
structure, apart from engaging actively in R&D, the Group also
tapped into its brand strength to expand its product lines. Envisaging
that high- and medium-end smartphones will inevitably become the
mainstream in the communications industry in the future, the Group
will develop more battery products and peripheral accessories for
smartphones, with an aim to achieving better future growth through
introducing new product lines with promising potential.

ODM Business (Previously the “OEM Business”)

“SCUDFRERE” has been enjoying the reputation of high safety and
superior quality in the lithium-ion battery module sector. By virtue of
the reputation and excellent quality of its “SCUD# % B&” branded
products in the industry, the Group has entered into the supply chain
systems of renowned branded smartphones and tablets manufacturers
domestically and abroad and become a major supplier of lithium-
ion battery modules for a number of manufacturers. Such lithium-ion
battery modules mainly consist of mobile phone batteries customised
for clients (“original mobile phone batteries”) and power banks
customised for clients (“original power banks”), which are supplied
to Huawei, ZTE, Lenovo, Panasonic, Xiaomi, TCL and BBK, among
other major clients. During the Review Period, the sales of lithium-ion
battery modules to branded smartphones and tablets manufacturers
expanded rapidly and became an area of growth for the Group’s sales
and profits in 2013.
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With a view to fulfilling the current orders and the demand for
continuous expansion in production and operating scale, the Group
has invested more resources in its business, such as introduction of
additional automated and semi-automated equipment to expedite the
transition from the labour-intensive production model to semi- and
full-automation. Proprietary innovative technologies have also been
developed, with further improved quality management system and
higher product quality and productivity to facilitate the shift to the
high-end market and high-end battery products. With the Group's
enhanced technology capability in the manufacturing and design of
battery modules attributable to its continuous R&D in recent years,
the Group has also been able to provide design solutions to its clients
in conjunction with its services as an OEM manufacturer, thereby
allowing the Group’s business scope in this segment to cover both
OEM (original equipment manufacturer) and ODM (original design
manufacturer) services.

As for sales, the sales volume and turnover of original mobile
phone batteries recorded a significant increase during the Review
Period, which amounted to approximately 61.0 million pieces (2012:
25.8 million pieces) and approximately RMB1,392.5 million (2012:
RMB637.9 million) respectively, reaching a historical high with a year-
on-year growth of 136.4% and 118.3%. Turnover of original mobile
phone batteries accounted for 58.2% (2012: 35.0%) of the Group’s
total turnover for 2013. The ODM business segment recorded a
net profit of approximately RMB89.0 million (2012: a net profit of
approximately RMB51.6 million) during the Review Period.

Currently, the major customers of the Group are all well-known
branded mobile phone manufacturers at home and abroad who
have developed stable end-user markets, thus helping the Group to
establish competitive strengths. In addition, with the rapid growth in
the end-user markets of smart appliances in recent years, the Group
expects further increase in the weighting of its ODM business in its
total revenue.

Bare Battery Cell Business

Lithium-ion battery module is a major battery technology for portable
digital and electronic products, motive batteries and energy storage
application market in the world. Its major production activities cover
three areas along the industry chain, namely battery materials,
manufacturing of bare battery cells and assembly of battery modules.
The Group focuses its efforts in this segment on manufacturing, R&D
and sales of bare battery cells.
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Most of the lithium-ion bare battery cells currently manufactured by
the Group are prismatic liquid ones, which are mainly supplied to
domestic battery manufacturers serving second- and third-tier mobile
phone brands and for self-use. In recent years, the Group has been
actively engaged in R&D to gradually elevate the technology level
and production capacity for polymer lithium-ion bare battery cells.
The strict quality assurance system ensures that the polymer lithium-
ion bare battery cells manufactured by the Group have excellent
operational performance and safe and reliable qualities.

The rapidly growing popularity of smart electronic products has
boosted the lithium-ion battery market for digital products. There
are numerous domestic and overseas enterprises engaged in
manufacturing of lithium-ion bare battery cells, among which the
established companies with large-scale operations enjoy significant
competitive advantages. In particular, Japanese vendors including
Sony, Sanyo and Hitachi as well as Samsung and LG Chemical in
South Korea are world-class lithium-ion bare battery cell suppliers with
entrenched positions in the industry. The large-scale investment boom
in the PRC has directly led to a series of progressive problems such as
overcapacity, price competition and shrinking gross profit margin of
domestic bare battery cells. Bare battery cell manufacturers have to
invest heavily in production to achieve better economies of scale and
to maintain a low gross margin to compete for market share.

During the Review Period, the Group’s bare battery cell business
recorded a turnover of approximately RMB174,600,000 (2012:
RMB273,600,000), accounting for approximately 7.3% (2012:
15.0%) of the Group’s total turnover. Approximately 20.5% (2012:
22.1%) of the bare battery cells produced were used for intra-group
supply. The Group’s bare battery cell business recorded a net loss
of approximately RMB10,547,000 (2012: net profit of approximately
RMB7,986,000). The decrease in sales of the Group’s bare battery
cells was attributable to the significantly decreased demand in recent
years for prismatic liquid lithium-ion bare battery cells typically used
in feature mobile phones, in addition to the intensified competition
across the industry. Furthermore, most of the high-end smartphones,
tablets and power banks rolled out recently by domestic and overseas
renowned electronic product brands have chosen imported bare
battery cells to ensure their own product quality. Accordingly, lithium-
ion bare battery cell suppliers of Japanese and Korean brands enjoy
obvious advantages in the bare battery cell industry. Unlike Japanese
and Korean manufacturers, Chinese manufacturers with the largest
shipment of lithium-ion bare battery cells still focus on medium-and
low-end markets, and therefore market recognition for domestic bare
battery cells remains to be improved.
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PROSPECTS AND OUTLOOK

The development direction of the mobile phone accessories industry
in future will continue to be led by smartphone development. The
Group will align its development strategy with market changes and
maintain its focus on R&D, production and retailing of mobile phone
and digital lithium-ion battery module. More resources will be devoted
to R&D as well as production of lithium-ion battery module products
with high cost performance. The Group will strive to attain maximum
profit in the changing market, and to further consolidate and improve
its market position, with a view to enhancing the brand influence of
the Group. The Group will maintain and expand its cooperation with
domestically and internationally well-known smartphones and tablets
manufacturers to form a long-term and stable relationship, laying a
solid market foundation for the future.

FINANCIAL REVIEW

For the year ended 31 December 2013, the Group recorded
consolidated turnover of approximately RMB2,392.5 million (2012:
RMB1,821.6 million), increased by approximately 31.3% as compared
to that in 2012. Gross profit for 2013 and profit from operating
activities for 2013 were approximately RMB372.1 million (2012:
RMB294.4 million) and approximately RMB73.4 million (2012: Loss
from operating activities — RMB201.3 million) respectively. The Group
recorded a profit attributable to equity holders of the Company for
the year ended 31 December 2013 of approximately RMB38.3 million
as compared to a loss attributable to equity holders of the Company
for the year ended 31 December 2012 of approximately RMB162.8
million. The Group recorded EBITDA of approximately RMB138.3
million (2012: LBITDA — RMB118.1 million) for the year. Basic earnings
per share for the year ended 31 December 2013 was approximately
RMB3.71 cents (2012: Basic loss per share — RMB15.78 cents).

Turnover by segments

During the Review Period, turnover of approximately RMB630.7
million (2012: RMB722.3 million) was generated from the own-brand
business segment and approximately RMB1,574.5 million (2012:
RMB820.4 million) was generated from the ODM business segment.
Turnover of approximately RMB174.6 million (2012: RMB273.6 million)
was contributed by the bare battery cells business segment.
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Sales by major products

During the Review Period, sales of approximately RMB1,639.7 million
(2012: RMB1,169.0 million) came from mobile phone batteries which
accounted for 68.5% (2012: 64.2%) of the Group’s consolidated
turnover. Sales of power banks contributed approximately RMB497.2
million (2012: RMB270.8 million) to the Group’s consolidated
turnover, which accounted for approximately 20.8% (2012: 14.9%) of
the Group’s consolidated turnover. Sales of approximately RMB174.6
million (2012: RMB273.6 million) came from bare battery cells, which
accounted for approximately 7.3% (2012: 15.0%) of the Group’s
consolidated turnover.

Sales of chargers and bluetooth headsets contributed approximately
RMB18.8 million (2012: RMB34.4 million) and approximately RMB4.9
million (2012: RMB27.2 million) to the Group’s consolidated turnover
1.9%)
1.5%) of the Group’s consolidated turnover

respectively, which accounted for approximately 0.8% (2012:
and 0.2% (2012:
respectively.

Segment Results

During the Review Period, the total revenue from the own-brand
business segment accounted for approximately 26.4% of the Group’s
consolidated turnover (2012: 39.7%) and the total revenue from the
ODM business accounted for approximately 65.8% of the Group’s
consolidated turnover (2012: 45.0%). Approximately 7.3% of the
Group's total turnover (2012: 15.0%) was generated from the bare
battery cell business segment.

For the own-brand business segment, the total revenue
contributed to the Group in 2013 decreased by approximately
12.7% to approximately RMB630.7 million (2012: RMB722.3
million). Approximately 73.7% (2012: 61.8%) of the Group’s
own-brand products were sold under the “SCUDFRERE" brand while
approximately 26.3% (2012: 38.2%) were sold under the “Chaolitong
#H@" brand.
largest revenue generator in the own-brand business. Sales volume

In 2013, the own-brand power banks became the

of own-brand power banks increased by 271.3% from approximately
1.4 million pieces in 2012 to approximately 5.1 million pieces in
2013. Sales of own-brand power banks amounted to approximately
RMB354.6 million in 2013 (2012: RMB125.0 million),
approximately 56.2% of the total turnover of the own-brand business
(2012: 17.3%).
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Sales of approximately RMB247.2 million (2012: RMB531.0 million)
was generated from own-brand mobile phone batteries represented
approximately 39.2% of the total turnover of the own-brand business
segment (2012: 73.5%). Sales volume of own-brand mobile phone
batteries was dropped by approximately 54.2% to approximately 15.3
million pieces (2012: 33.4 million pieces).

As for other own-brand products, chargers and bluetooth headsets
contributed approximately RMB18.8 million (2012: RMB34.4 million)
and approximately RMB4.9 million (2012: RMB27.2 million) to the
Group's consolidated turnover respectively.

For the ODM business segment, the total revenue contributed to
the Group increased by approximately 91.9% from approximately
RMB820.4 million in 2012 to approximately RMB1,574.5 million
in 2013. The rapid rise of large telecommunications equipment
manufacturers like ZTE, Huawei and Xiaomi has brought the Group’s
ODM business a steady growth. The turnover of original mobile
phone batteries significantly increased by approximately 118.3% to
approximately RMB1,392.5 million (2012: RMB637.9 million) in 2013,
and the sales volume of original mobile phone batteries grew by
approximately 136.4% to approximately 61.0 million pieces (2012:
25.8 million pieces) in 2013. Sales volume of original power banks
increased by 25.1% from approximately 1.2 million pieces in 2012
to approximately 1.5 million pieces in 2013. Sales of original power
banks amounted to approximately RMB142.6 million in 2013 (2012:
RMB145.8 million).

For the bare battery cell business segment, approximately RMB174.6
million was contributed to the Group’s consolidated turnover in 2013,
which represents a drop by 36.2% as compared to that in 2012
(2012: RMB273.6 million). Sales volume of bare battery cells were
approximately 20.8 million pieces (2012: 33.2 million pieces) for 2013.

Cost of Sales

The Group’s cost of sales amounted to approximately RMB2,020.4
million in 2013 (2012: RMB1,527.2 million), representing an increase
of approximately 32.3% as compared to 2012. Direct materials, direct
labour and other production costs accounted for approximately 85.4%
(2012: 83.4%), 8.2% (2012: 8.8%) and 6.4% (2012: 7.8%) of the
cost of sales.

Gross Profit and Gross Profit Margin

The overall gross profit margin of the Group decreased from
approximately 16.2% for 2012 to approximately 15.6% for 2013.
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For the Group’s own-brand business, the overall gross profit margin
for 2013 was approximately 21.2%, increased by 4 percentage points
from approximately 17.2% in 2012. The average gross profit margins
for “SCUDFR E BE” brand and “Chaolitongi8 77 38" brand in 2013
were approximately 23.5% (2012: 21.7%) and approximately 14.9%
(2012: 9.9%), respectively. For the ODM business, the overall gross
profit margin in 2013 was approximately 13.8% (2012: 15.1%). For
the bare battery cells business, the gross profit margin in 2013 was
approximately 11.4% (2012: 17.5%).

Other revenue of approximately RMB18.0 million (2012: RMB11.3
million) in 2013 was mainly comprised of approximately RMB4.9
million (2012: RMB3.8 million) being bank interest income and
approximately RMB6.5 million (2012: Nil) being foreign exchange
gain.

Selling and distribution expenses of approximately RMB57.5 million
(2012: RMB59.5 million) accounted for approximately 2.4% (2012:
3.3%) of the Group’s turnover in 2013. The selling and distribution
expenses for the Review Period comprised approximately RMB3.9
million (2012: RMB7.3 million) being the expenses incurred for the
amortisation of all renovation spending, approximately RMB5.9 million
(2012: RMB7.1 million) was spent on advertising and promotion in
2013, transportation expenses of approximately RMB11.6 million
(2012: RMB9.8 million) and staff salaries and welfare of approximately
RMB16.0 million (2012: RMB14.4 million).

Administrative expenses of approximately RMB259.4 million (2012:
RMB288.6 million) accounted for approximately 10.8% (2012: 15.8%)
of the Group’s turnover in 2013. Administrative expenses mainly
comprised of R&D costs of approximately RMB85.4 million (2012:
RMB72.3 million), staff salaries and welfare of approximately RMB50.3
million (2012: RMB37.2 million),
trade and other receivables of approximately RMB29.0 million (2012:

impairment loss recognised on

RMB28.9 million), write down of inventories to net realisable value of
approximately RMB25.4 million (2012: RMB10.9 million), depreciation
of approximately RMB9.5 million (2012: RMB13.0 million), and
approximately RMB1.4 million (2012: RMB7.8 million) being
amortisation of intangible assets. In addition, an impairment loss on
the “Chaolitongi#8 /138" brand of approximately RMB12.5 million (2012:
RMB68.4 million) was charged to the consolidated income statement
in 2013.
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In 2012, the Group implemented a refund policy whereby the Group
refunded its distributors for the unmarketable own-brand mobile phone
battery products which they had previously purchased from the Group
during the period from 1 January 2010 to 30 June 2012. The refund
plan was completed on 30 June 2013 and a total of approximately
12.3 million pieces (approximately 4.1 million pieces in 2012 and
8.2 million pieces in 2013) of own-brand mobile phone batteries
were refunded by the Group, of which approximately 9.4 million
was under “SCUDTRERR" brand, approximately 2.0 million pieces
was under “Chaolitong#& /738" brand and approximately 0.9 million
pieces was under other sub-brands. The refund plan involved
a provision for impairment in respect of the refund totalling
approximately RMB162.4 million, of which approximately
RMB151.7 million was attributed to the annual results for 2012 and
approximately RMB10.7 million was attributed to the annual results
for 2013. The provision for impairment of the refund made in 2012
was estimated based on the estimated quantity, agreed price and net
realisable value of the refunded products. However, as the provision
for impairment of the refund made in 2012 excluded the impairment
loss on refund of products under other sub-brands, therefore
impairment loss on refund of products under other sub-brands of
approximately RMB13.2 million has been realised in the Review Period.
As at 31 December 2013, the Group has disposed of approximately
12.3 million pieces of refunded batteries. As the disposal price was
higher than the estimated net realisable value, a gain on overprovision
of disposal loss of approximately RMB2.5 million was recorded.

During the Review Period, the Group disposed of the entire
shareholding interest in Joint Smart Holdings Limited (“Joint
Smart”) and its subsidiary, Chaolitong Technology Company Limited
(“Chaolitong Technology”), to an independent third party at a
consideration of RMB20.0 million. Gain on disposal of Joint Smart
and Chaolitong Technology amounted to approximately RMB14.6
million and was mainly generated from foreign currency translation.
The disposal transaction of assets of Chaolitong Technology does not
include the trademark license and ownership of “Chaolitong#& /78"
brand and other sub-brands. All the production of “Chaolitongi2 773&"
brand will be taken over by Fuzhou base and the plant operations
of Chaolitong Technology in Shenzhen will be closed officially as
scheduled due to the narrowed enterprise profit margin as a result
of the soaring property rental and labour costs in Shenzhen regions.
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In addition, due to an adverse change in the market conditions, the
sales volume and profit margin of replaceable backup batteries and
accessories for feature mobile phones declined significantly in recent
years. As a result, the sales revenue from the “Chaolitongit8 J73&"
brand recorded a sharp decline during the Review Period. Hence, an
impairment indication of intangible assets arising from acquisition of
“Chaolitongi# /738" brand was occurred during the year, resulting
in an impairment loss of approximately of RMB12.5 million (2012:
RMB68.4 million).

Finance costs of approximately RMB26.0 million (2012: RMB13.8
million) mainly represent interest on bank borrowings.

Profit/Loss Attributable to Equity Holders

In 2013, the Group recorded profit attributable to equity holders of
the Company of approximately RMB38.3 million as compared to a loss
attributable to equity holders of the Company for the year ended 31
December 2012 of approximately RMB162.8 million.

Liquidity and Financial Resources

Cash and cash equivalents held by the Group as at 31 December 2013
was approximately RMB593.2 million, increased by approximately
RMB170.8 million (at 31 December 2012: RMB422.4 million). The
Group recorded a net cash inflow from operating activities of
approximately RMB191.2 million for the year ended 31 December
2013 as compared to a net cash outflow from operating activities
of approximately RMB177.2 million for the year ended 31 December
2012.

The Group’s bank borrowings outstanding as at 31 December 2013
amounted to approximately RMB320.8 million (at 31 December
2012: RMB289.8 million) were carried at floating interest rates. There
was no particular seasonality of the Group’s borrowings. The Group
monitored capital using a gearing ratio, which is total debt of the
Group divided by total equity of the Group. Total debt to equity ratio
of the Group expressed as a percentage of interest bearing loans and
other borrowings over the total equity of approximately RMB1,171.1
million (at 31 December 2012: RMB1,163.4 million) was approximately
27.4% as at 31 December 2013 (at 31 December 2012: 24.9%). Bank
deposits pledged for banking facilities as at 31 December 2013 was
approximately RMB239.4 million (at 31 December 2012: RMB143.7
million).
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As at 31 December 2013, the Group’s current ratio was approximately
1.7 times (at 31 December 2012: 1.8 times) based on current assets of
approximately RMB1,913.6 million (at 31 December 2012: RMB1,672.8
million) and current liabilities of approximately RMB1,147.9 million (at
31 December 2012: RMB945.9 million).

Trade receivable turnover days were approximately 92 days for the
year ended 31 December 2013 as compared to approximately 115
days for the year ended 31 December 2012. Inventory turnover days
were approximately 80 days for the year ended 31 December 2013 as
compared to approximately 97 days for the year ended 31 December
2012. Trade payable turnover days were approximately 121 days for
the year ended 31 December 2013 as compared to approximately 134
days for the year ended 31 December 2012.

Net Current Assets and Net Assets

The Group’s net current assets as at 31 December 2013 was
approximately RMB765.7 million, increased by approximately 5.3%
from the balance of approximately RMB726.9 million recorded as at 31
December 2012. Net assets as at 31 December 2013 was approximately
RMB1,171.1 million, increased by approximately RMB7.6 million over
the balance as at 31 December 2012.

Change in Ownership Interests in Subsidiaries

During the Review Period, the Group disposed of 50% of its
70% interest in Scud (Guangzhou) Digital Technology Co., Ltd.
(“Scud Guangzhou”) to an independent third party, which in turn
became a 20% owned associate of the Group. The consideration of
RMB1,017,000 was injected into Scud Guangzhou and recognised
as its share capital. The principal activity of Scud Guangzhou was
research and development, manufacturing and sales of bluetooth
earphones and other digital telecommunication appliances.

During the Review Period, the Group disposed of 100% of the
entire shareholding interest in Joint Smart Holdings Limited and its
subsidiary to an independent third party. The consideration was RMB
20.0 million in which RMB11.0 million was paid in cash and RMB
9.0 million was satisfied by receivables. The principal activity of Joint
Smart was investment holding. The principal activities of its subsidiary,
Chaolitong Technology Company Limited, were manufacturing and
sale of lithium-ion battery modules, chargers and related accessories
for mobile phones and digital electrical appliances.
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Save as disclosed above, the Group made no significant investment
nor did it make any material acquisition or disposal of subsidiaries
during the Review Period.

Pledge of Assets

As at 31 December 2013, bank loans of approximately RMBO0.4 million
(at 31 December 2012: RMB5.5 million) were secured by the Group’s
assets and bank loans of approximately RMB320.4 million (2012:
RMB284.3 million) were unsecured.

Commitments

The Group’s capital commitments outstanding as at 31 December 2013
amounting to approximately RMB21.6 million (at 31 December 2012:
RMB10.4 million) was mainly attributed to the setup of the bare battery
cell production plant and acquisition of equipment.

Contingent Liabilities

As at 31 December 2013, the Group did not provide any form of
guarantee for any company outside the Group and did not involve
in any material legal proceedings for which provision for contingent
liabilities was required.

Capital Structure

During the Review Period, there was no change in the share capital of
the Company.

Foreign Exchange Exposure

For the year 2013, the Group conducted its business transactions
principally in Renminbi. The Group has not experienced any material
difficulties or negative impacts on its operations as a result of
fluctuations in currency exchanges rates. Although the Group has
certain bank balances denominated in United States Dollars, Japanese
Yen and Hong Kong Dollars, their proportion to the Group's total
assets is insignificant. The Directors considered that no hedging of
exchange risk is required and no financial instruments were used for
hedging purposes during 2013. Nevertheless, the management will
continue to monitor the foreign exchange exposure and will take
prudent measures as and when it is appropriate.
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Employee, Remuneration Policies and Share Option
Scheme

As at 31 December 2013, the Group had 5,062 full-time employees
(2012: 5,064). The salaries of the Directors and the Group’s employees
were determined by their personal performance, professional
qualification, industry experience of the employee and relevant
market trends. The Group ensures all levels of employees are paid
competitively within market standard and employees are rewarded
on a performance-related basis within the framework of the Group’s
salary, incentives and bonus scheme. The management reviews the
remuneration policy of the Group on a regular basis and evaluates
the working performance of the employees. The remuneration of the
employees includes salaries, allowances, year-end bonus and social
insurance. According to the relevant prevailing laws and regulations
of the PRC, the Group has participated in the social insurance
plans set up by the related local government authorities, including
pension funds, medical insurance (including maternity insurance),
unemployment insurance and work-related injury insurance. The
Group has also participated in the mandatory provident fund scheme
for its Hong Kong employees in accordance with the Mandatory
Provident Fund Scheme Ordinance (Chapter 485 of the Laws of Hong
Kong).

As at 31 December 2013 and 2012, all share options granted under
the Pre-IPO share options scheme adopted by the Company prior to
its listing have expired.
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EXECUTIVE DIRECTORS

Fang Jin, aged 55, is an executive Director and the Chairman of the
Group, and is a senior economist. Mr. Fang is a member of each of the
Remuneration Committee and Nomination Committee of the Company.
He is also a co-founder of the Group which was founded in December
2006. Mr. Fang is mainly responsible for the Group’s development
planning, operational and corporate investment decision-making and
brand strategy. Mr. Fang has been leading the Board for collective
decision-marking for years and has set a very clear direction for SCUD’s
product management and branding. He commenced his career at the
age of 18, and has accumulated over thirty years of experience in the
mobile phone accessories industry and related operation management.
He has very keen discernment and vision on the exploration of
branding strategies and the marketability of new products. Prior to
the establishment of Scud (Fujian) Electronics Company Limited (“Scud
Electronics”) in 1997, Mr. Fang was engaged, as a sole proprietor,
in the sale of communication products and accessories in the PRC. In
December 1996, he established Cai Hong Group (Hong Kong) Company
Limited (“Cai Hong”) in conjunction with partners including Mr. Lin
Chao (and established Scud Electronics in October 1997). Mr. Fang has
received several awards including:

2003 National Advanced Individual On Projects of End
Users’ Satisfaction
2004 Excellent Runners of Technological Private Enterprises in China
2004 Fujian Top Ten Venture Heroes in the Commercial Sector
2005 China Top Ten Excellent Entrepreneurs in Brand Construction
2005 The Mudell’'s World Executive Awards for Achievement in
Business and Economy
2006 Annual Excellent Persons in Fujian Economy
2006 National Excellent Managers of Users’ Satisfaction
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Mr. Fang is the Vice Chairman of the Joint Industrial and Commercial
Association of Mawei District in Fuzhou City Economic and
Technological Development Region.

Mr. Fang is the sole director and shareholder of each of Swift Joy
Holdings Limited, a substantial shareholder of the Company, and
Right Grand Holdings Limited, a shareholder of the Company. As
at 31 December 2013, Mr. Fang was interested in an aggregate of
504,240,000 shares, representing approximately 48.86% of the issued
share capital of the Company within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) ("SFO").

Guo Quan Zeng, aged 53, is an executive Director and Chief
Executive Officer of the Group, and is an engineer. He is responsible
for the management of the Group’s daily operations. He joined the
Group in July 1997. He had been the manager of the research and
development department, sales department, planning department,
production department and quality control departments of Scud
Electronics, and had been director, vice general manager and vice
president of Scud Electronics. He has abundant experience in junior
level management in business development, brand promotion,
product research and development and quality control. Prior to
joining the Group, Mr. Guo was a lieutenant commander engineer
of the PRC navy mainly responsible for establishing and maintaining
wireless telecommunication systems. Mr. Guo has over thirty years of
experience in the research and development and quality management
in electronic products. Mr. Guo graduated from the Navy Senior
Electronic Engineering School with a bachelor’s degree in radio
telecommunication engineering in 1983.

Mr. Guo is the sole director and shareholder of Cheer View Holdings
Limited, which is a shareholder of the Company. As at 31 December
2013, Mr. Guo was interested in 18,000,000 shares, representing
approximately 1.74% of the issued share capital of the Company
within the meaning of Part XV of the SFO.
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Huang Yan, aged 34, is an executive Director and the general
manager of the Scud E-commerce Center. Ms. Huang is responsible
for the main operation of the Group’'s own brand e-commerce
business division, brand culture construction, brand market integration,
development and integration of sales distribution channel for SCUD’s
network. Ms. Huang accumulated years of experience in the business
of telecommunication products and is dedicated to technology
innovation, management, establishment and maintenance of
distribution channels of the Group. Capitalizing on her rich experience
in operating traditional channels accumulated over the years, Ms.
Huang managed to seize the opportunity of rapid development of
e-commerce and expanded the foothold of the “SCUD FRERR" brand
in the PRC. Her contributions were critical in establishing the “SCUD
FRERR" brand as one of the most valuable and most influential
brands in the PRC market, driving the business growth of the “SCUD
FRERR" brand to achieve large scale production, expanding product
offerings of the Group as well as eventually increasing the Group'’s

presence in the global market.

Ms. Huang graduated from the Fujian Cadet Academy of Economic
Management in 1999 in the specialty of trading. She holds an
Executive Master Of Business Administration degree from Xiamen
University. She joined the Group in February 2001 and has served as
the operation manager, the deputy general manager, the executive
deputy general manager and the general manger of the Group’s
own brand business division. She has in-depth understanding of the
management of network brand business, production planning and
team building. She was appointed as an executive Director on 30
December 2009. As at 31 December 2013, Ms. Huang did not have
any equity interest in the Company within the meaning of Part XV of
the SFO.
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Zhang Li, aged 53, is an executive Director and the general manager
of Scud Electronics, and is responsible for the entire operations of Scud
Electronics. The business of Scud Electronics is the production of ODM
products, including mobile phone batteries, power banks and notebook
computer batteries. Mr. Zhang joined the Group in October 2003 and
had been the deputy general manager of Scud Electronics. Prior to
joining the Group, Mr. Zhang had served as manager in the industrial
design department of Fujian Start Network, as manager of the research
and development department, of the accessories department and of
the sales department of Fujian Communications and Broadcasting
Industrial Company. He has more than thirty years of experience in the
telecommunications industry. Mr. Zhang graduated from the Mechanical
Engineering Faculty of Jiangxi University in 1978. He was granted the
qualification of practising as an engineer in 1992 and was granted the
qualification of practising as a senior engineer in 1999. He was appointed
as an executive Director on 31 December 2010. As at 31 December
2013, Mr. Zhang did not have any equity interest in the Company within
the meaning of Part XV of the SFO.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Loke Yu, alias Loke Hoi Lam, aged 64, is an independent non-
executive Director and Chairman of each of the Audit Committee,
Remuneration Committee and Nomination Committee of the Company,
respectively. Dr. Loke has over 38 years of experience in accounting and
auditing for private and public companies, financial consultancy and
corporate management. He holds a Master of Business Administration
Degree from the Universiti Teknologi Malaysia and a Doctor of Business
Administration Degree from the University of South Australia. Dr. Loke
is a Fellow of The Institute of Chartered Accountants in England and
Wales, Hong Kong Institute of Certified Public Accountants; The Hong
Kong Institute of Directors and The Hong Kong Institute of Chartered
Secretaries. Dr. Loke is currently the company secretary of Minth Group
Limited (Stock Code: 425) and an independent non-executive director
of Matrix Holdings Limited (Stock Code: 1005), VODone Limited (Stock
Code: 82), Sino Distillery Group Limited (Stock Code: 39), China Fire
Safety Enterprise Group Limited (Stock Code: 445), Winfair Investment
Company Limited (Stock Code: 287), Zhong An Real Estate Limited (Stock
Code: 672), Chiho-Tiande Group Limited (Stock Code: 976), Tianjin
Development Holdings Limited (Stock Code: 882) and China Household
Holdings Limited (Stock Code: 692), all being companies listed on the
Main Board of The Stock Exchange of Hong Kong Limited (”Stock
Exchange”). He joined the Company as an independent non-executive
Director on 14 May 2009. As at 31 December 2013, Dr. Loke did not
have any equity interest in the Company within the meaning of Part XV
of the SFO.
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Wang Jing Zhong, aged 58, is an independent non-executive Director
and a member of each of the Audit Committee, Remuneration
Committee and the Nomination Committee of the Company,
respectively. Mr. Wang is a senior engineer and graduated from East
China University of Science & Technology with a Bachelor’s degree in
chemistry. He has more than fifteen years of management experience
in the battery industry. He had served as the engineer-in-charge of
the household products division in the Ministry of Light Industries,
as deputy department head of the campus department of the
Education Bureau, as the deputy officer-in-charge of the Household
Products Office, and as the secretary general of China Battery Industry
Association. He is currently the executive vice-president of China
Battery Industry Association. Mr. Wang joined the Company as an
independent non-executive Director on 3 December 2006. Mr. Wang
is currently an independent non-executive director of Tianneng Power
International Limited (Stock Code: 819), a company listed on the Main
Board of the Stock Exchange. As at 31 December 2013, Mr. Wang did
not have any equity interest in the Company within the meaning of
Part XV of the SFO.

Wang Jian Zhang, aged 68, is an independent non-executive
Director, a member of the Audit Committee of the Company and
a senior engineer. Mr. Wang graduated from Xian Military Institute
of Telecommunication Engineering. He has more than twenty-
five years of experience in electronic technology and management.
Prior to joining the Group, Mr. Wang had served as deputy director
of the Promotion Division of Comprehensive Planning Department
under Ministry of Electronics Industry, director of the Comprehensive
Planning and the Investment Division under Ministry of Mechanical
and Electrical Industry, director-general of the Comprehensive
Planning Department under Ministry of Electronics, and director-
general of the Comprehensive Planning Department under the
Ministry of Information Industry. Mr. Wang joined the Company as
an independent non-executive Director on 3 December 2006. As at
31 December 2013, Mr. Wang did not have any equity interest in the
Company within the meaning of Part XV of the SFO.
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SENIOR MANAGEMENT

Yeung Mun Tai (FCCA, CPA), aged 37, is the Company Secretary
of the Company. He is the Chief Financial Officer of the Group and
is responsible for its overall financial and accounting affairs. He is a
member of the Association of Chartered Certified Accountants and a
member of the Hong Kong Institute of Certified Public Accountants.
Prior to joining the Group, Mr. Yeung worked as an auditor in an
international accounting firm. He has more than fourteen years of
experience in the accounting field. He has a Bachelor’'s degree in
Business Administration and Accounting. Mr. Yeung joined the Group
in September 2005.

Zhang Hao, aged 42, is the general manager of Scud Battery Co., Ltd.
Mr. Zhang is responsible for the main operation of the Group’s own
brand business division, brand building, brand market integration and
development of sales distribution channel. Mr. Zhang accumulated
years of experience in the business of telecommunication products
and is dedicated to technology innovation, management and
establishment and maintenance of distribution channels. Mr. Zhang
obtained the qualification of internal corporate mentor in 2007. Mr.
Zhang completed the Executive Master of Business Administration
programme of Tsinghua University in 2009 and obtained the
qualification of corporate trainer in 2010. Mr. Zhang joined the Group
in August 2000 and has served as the supervisor of the Group’s own
brand business division, the manager of project division, the manager
of research and development division and the general manager of
marketing center. Since joining the Group, Mr. Zhang has made
valuable contributions to obtaining numerous patents of the Group.

Chen Wei, aged 43, is the general manager of Dongguan Hongde
Battery Co., Ltd., Mr. Chen is responsible for the overall operation of
the Group’s bare battery cell division. Mr. Chen accumulated years of
experience in the business of bare battery cell and battery products.
He is dedicated to developing the upstream business of the Group.
Mr. Chen graduated from Henan Normal University in 1993 with a
bachelor’s degree and obtained a master's degree from University of
Science and Technology Beijing in 1996. Mr. Chen joined the Group
in November 2011. Prior to joining the Group, Mr. Chen held various
positions with a number of companies, such as the general manager
of Zhaoging Fenghua Lithium Battery Co., Ltd., the chief engineer of
Shenzhen Bak Battery Co., Ltd., the general manager of Shenzhen
Hongde Battery Co., Ltd., the executive deputy general manager of
Shenzhen Tianmao Battery Co., Ltd. and the executive deputy general
manager of Zhongshan Tianmao Battery Co., Ltd..
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The board of directors (the “Board”) of SCUD Group Limited (the
“Company” and, together with its subsidiaries, the “Group”) presents
its annual report and audited consolidated financial statements for the
financial year from 1 January 2013 to 31 December 2013 (“Review
Period").

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its major subsidiaries are set out in Note 33 to the
consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2013 are
set out in the consolidated income statement on page 64.

A final dividend for the year ended 31 December 2013 of HK$0.01
per share, amounting to a total final dividend of approximately
RMBS8,114,000, is to be proposed for the approval of shareholders at
the forthcoming annual general meeting of the Company.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements during 2013 in the property, plant and
equipment of the Group are set out in Note 13 to the consolidated
financial statements.

SHARE CAPITAL

Details of the movements during 2013 in the share capital are set out
in Note 27 to the consolidated financial statements.

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company’s reserves available for distribution to shareholders
as at 31 December 2013 comprised the accumulated profits, other
reserves and share premium of approximately RMB523.3 million (2012:
RMB646.0 million).
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DIRECTORS AND SERVICE CONTRACTS

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

EXECUTIVE DIRECTORS:

Fang lJin (Chairman)

Guo Quan Zeng (Chief Executive Officer)
Huang Yan

Zhang Li

INDEPENDENT NON-EXECUTIVE DIRECTORS:

Loke Yu
Wang Jing Zhong
Wang Jian Zhang

According to the requirements of Article 87(1) of the articles of
association of the Company, at each annual general meeting one-
third of the Directors for the time being (or, if their number is not a
multiple of three, the number nearest to but not less than one-third)
shall retire from office by rotation provided that every Director shall
be subject to retirement at an annual general meeting at least once
every three years. Mr. Fang Jin, Mr. Guo Quan Zeng and Mr. Wang
Jian Zhang will retire at the Company’s annual general meeting to be
held in 2014. Mr. Fang Jin, Mr. Guo Quan Zeng and Mr. Wang Jian
Zhang, all being eligible, will offer themselves for re-election in the
forthcoming annual general meeting in 2014.

There are no service contracts for any of the Directors who are
nominated for re-election at the forthcoming annual general
meeting in 2014 which are not determinable by the Group within
one year without payment of compensation (other than statutory
compensation).
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DIRECTORS’ AND CHIEF EXECUTIVES'
INTERESTS AND SHORT POSITIONS IN SHARES

As at 31 December 2013, the relevant interests or short positions
of the Directors and chief executive of the Company 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 (Chapter 571 of the Laws of Hong Kong)
("SFO"), which are required to be notified to the Company and The
Hong Kong Stock Exchange Limited (“Stock Exchange”) pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests or
short positions which they are taken or deemed to have under such
provisions of the SFO)) or were required pursuant to section 352 of
the SFO, to be entered in the register referred to therein or were
required, pursuant to the relevant provisions of the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”)
relating to securities transactions by Directors to be notified to the
Company and the Stock Exchange were as follows:

Long positions (ordinary shares of HK$0.1 each of the Company):

THABZROEZER

RE&ES1

5 ol
) 4

\ZEB—=FF+-A=+—H BEFRESTHA
IRARAHETAREEE(ERRERBENE
STMEBERELZ ARG E7 RBEED ) FEXVE)
ZET"JHX CHERNDERESTHREARBESK
HEHEPIEXVEETRSD B BHNARTREEHS
RBMRARAR(TBAFT ) EREEIOAR (B
REBEFEZLMEGRIEBIEXEFRE /RGN

‘[mu =

BIORR) © RBLHNIZE %&Hﬁiéf\ﬂﬂ%%m
EF 2B LMASAREE M %J:ﬂﬁﬁﬁ‘J(H:Fﬁ

RADBHERETE %X%ZMXEFMK
BRIk EE 2 AR ORI T ¢

HR(ARAEAEREMEIBIZEER):

Percentage of
the issued
share capital

of the Company

Name of Director

Esns

Fang Jin
ik

Guo Quan Zeng

Number of (Note 3)

issued ordinary HAARE BT

Capacity shares held BAzZESD

514 FEHERTEEREE (PfF5E3)

Corporate interest (Note 1) 504,240,000 48.86%
AR (MEET)

Corporate interest (Note 2) 18,000,000 1.74%

B Nl (FisE2)

Note 1:  This figure represents (i) 402,000,000 shares directly held
by Swift Joy Holdings Limited and (i) 102,240,000 shares
directly held by Right Grand Holdings Limited, both of
which are companies with their entire issued share capital
held by Fang Jin.

Note 2:  These shares are directly held by Cheer View Holdings
Limited, whose entire issued share capital is held by Guo
Quan Zeng.

Note 3:  We have applied the number of shares of the Company in

issue as at 31 December 2013, i.e. 1,032,001,246 Shares,
when calculating this percentage.
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Save as disclosed above, none of the Directors or chief executives
or their associates had any interests or short positions in any shares,
underlying shares and debentures of the Company or any of its
associated corporations as at 31 December 2013.

SHARE OPTIONS

The Company’s share option scheme (the “Scheme”) was adopted
pursuant to a shareholders’ resolution passed on 3 December 2006
for the primary purpose rewarding eligible participants who have
contributed to the Group and encouraging eligible participants to
work towards enhancing the value of the Company and its shares for
the Company and its shareholders as a whole. Eligible participants
include directors and employees of the Group and any directors
and employees of the Group, advisors, consultants, distributors,
contractors, suppliers, agents, customers, business partners, joint
venture business partners, promoters or service providers of the
Company whom the board of directors of the Group considers to
have contributed or will contribute to the Group. Under the Scheme,
the board of directors of the Company may grant options to eligible
employees, including directors of the Company and its subsidiaries, to
subscribe for shares in the Company. The Scheme was adopted for a
period of 10 years expiring on 2 December 2016 and the Company by
ordinary resolution in general meeting or the board of directors of the
Company may at anytime terminate the Scheme without prejudice to
the options granted during the life of the Scheme and which remain
unexpired immediately prior to such termination.

The number of shares in respect of which options had been granted
and remained outstanding under the Scheme was Nil as at 31
December 2013 (2012: Nil) and no options have been granted under
the scheme during the Review Period. The total number of shares in
respect of which options may be granted under the Scheme is not
permitted to exceed 10% of the shares of the Company in issue
at the time of listing, without prior approval from the Company’s
shareholders. The number of share issued and to be issued in respect
of which options granted and may be granted to any individual in
any one year is not permitted to exceed 1% of the shares of the
Company in issue at any point in time, without prior approval from
the Company’s shareholders. The number of shares issued and to be
issued in respect of which options granted and may be granted to
a substantial shareholder or an Independent Non-executive Director
or any of their respective associates representing in aggregate over
0.1% the Company’s share capital on the date of such grant or with
an aggregate value in excess of HK$5,000,000 must be approved
in advance by resolution of the Company’s shareholders (voting by

BRIALEHEEN  RZE—=F+=_A=+—8"
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way of poll). Upon the grant of an option a consideration of HK$1
is payable and the relevant option may be exercised in accordance
with the terms of the Scheme at any time during the exercise period
to be determined by the Board, which shall not exceed 10 years.
The exercise price of the options shall be determined by the board
of directors of the Company in its absolute discretion but will in any
event not be less than the higher of:—

(1) the closing price of the Company’s shares as stated in the daily
quotations sheets issued by the Stock Exchange on the date of
an offer of an option by the Company (which must be a business
day);

(2) the average closing price of the Company’s shares as stated in
the daily quotations sheets issued by the Stock Exchange for the
5 preceding business days of the day of the offer of an option;
and

(3) the nominal value of the Company’s shares.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
CONVERTIBLE BONDS

At no time during the year ended 31 December 2013 was the
Company or any of its fellow subsidiaries and subsidiaries, a party to
any arrangements to enable the directors of the Company to acquire
benefits by means of the acquisition of shares in, or convertible bonds
(including bonds) of, the Company or any other body corporate and
none of the Directors, their spouses or children under the age of 18,
had any rights to subscribe for securities of the Company, or had
exercised any such rights.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2013, the following persons (other than directors
or chief executive of the Company) had interests or short positions
in the shares and underlying shares of the Company which fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to
be kept by the Company under section 336 of the SFO:

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

Name of shareholder

REREH

Capacity
4%

Beneficial owner
EnEEA

Swift Joy Holdings Limited
AR AR AT

Right Grand Holdings Limited Beneficial owner

ERERBER QA BEmERA
Note 1:  We have applied the number of shares of the Company in

issue as at 31 December 2013, i.e. 1,032,001,246 Shares,
when calculating this percentage.

Save as disclosed above, as at 31 December 2013, the Company
had not been notified by any persons (other than directors or chief
executive of the Company) who had interests or short positions in
the shares or underlying shares of the Company which would fall to
be disclosed to the Company under the provisions of Divisions 2 and
3 of the Part XV of the SFO, or which were recorded in the register
required to be kept by the Company under section 336 of the SFO.

CORPORATE GOVERNANCE

Report for the corporate governance practice adopted by the
Company is set out on pages 47 to 61 of this annual report.
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Number of issued 31 December 2013

ordinary shares/ (Note 1)
underlying R-B—=F
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FEFERTEER ERTRABDL
HERGHE (P5E1)
402,000,000 38.95%
102,240,000 9.91%
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REMUNERATIONS OF THE DIRECTORS AND
THE FIVE HIGHEST PAID EMPLOYEES

For the year ended 31 December 2013, the total remunerations of the
Directors and the five highest paid employees are set out in Note 8 to
the consolidated financial statements.

AUDIT COMMITTEE, NOMINATION COMMITTEE
AND REMUNERATION COMMITTEE

The Company has established an audit committee ("Audit
Committee”), a nomination committee (“Nomination Committee”)
and a remuneration committee (“Remuneration Committee”).

AUDIT COMMITTEE

The purpose of the Audit Committee is to assist the Board of Directors
in considering how the Board should apply financial reporting
and internal control principles and for maintaining an appropriate
relationship with the Company’s independent auditor. At present,
the Audit Committee consists of three members who are Dr. Loke Yu
(Chairman), Mr. Wang Jing Zhong and Mr. Wang Jian Zhang.

NOMINATION COMMITTEE

The purpose of the Nomination Committee is to identify, screen and
recommend to the Board of the Directors appropriate candidates
to serve as Directors of the Company, to oversee the process for
evaluating the performance of the Board and to develop, recommend
to the Board and monitor nomination guidelines for the Company. At
present, the Nomination Committee consists of three members who
are Dr. Loke Yu (Chairman), Mr. Fang Jin and Mr. Wang Jing Zhong.

REMUNERATION COMMITTEE

The purpose of the Remuneration Committee is to assist the Board of
Directors in determining the policy and structure for the remuneration
of executive Directors, evaluating the performance of executive
Directors, reviewing incentive schemes and Directors’ service contracts
and fixing the remuneration packages for all directors and senior
management. At present, the Remuneration Committee consists of
three members who are Dr. Loke Yu (Chairman), Mr. Fang Jin and Mr.
Wang Jing Zhong.
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PRE-EMPTIVE RIGHTS

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

MAJOR CUSTOMERS AND SUPPLIERS

The top five customers and the largest customer of the Group
represent approximately 55.0% and approximately 19.1% of the
Group's total sales of the year, respectively.

The top five suppliers and the largest supplier of the Group represent
approximately 51.1% and approximately 15.0% of the Group’s total
purchases of the year, respectively.

At no time during the year did a Director, an associate of a Director
or a shareholder of the Company (which to the knowledge of
the Directors owns 5% or more of the issued share capital of the
Company) has equity interests in the top five customers and suppliers
of the Group.

CONTINUING CONNECTED TRANSACTIONS

During the Review Period, the Company and the Group had
continuing connected transactions, certain details of which have been
disclosed in compliance with the requirements of Chapter 14A of the
Listing Rules.
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The name of, and the relationship with, the parties connected with
the Company are as follows:

BEARNRBREN AR RARRBERNT

Name Relationship

=L A&

Fang Jin Director and controlling shareholder of the Company
Pl EERADEIERIRE

Guo Quan Zeng Director

SPIRIE E RS

Scud Electronics

Scud (Fujian) Electronics Co., Ltd., a wholly-owned subsidiary indirectly held by the

REBRET Company with Mr. Fang Jin being common director

REBR(BR)ETFERLAA  FeAERRRAEENHAAFBEEZEMB LA
Scud Stock Scud Stock (Fujian) Co., Ltd., a company with Mr. Fang Jin and Mr. Guo Quan Zeng,
FEE RRAZ 7

and 3%, respectively.

BEREBRBENERAR > TEAERDBRIEELER/ARAEETNRF]

67% N 3%PSHE

Scud Battery

being common directors who has shareholding interest in this company as to 67%

C DRIEBZRF

Scud Battery Co., Ltd., a wholly-owned subsidiary indirectly held by the Company with
Mr. Fang Jin being common director

REREOARAF  TeAERARNEENARARHXZEMNBAR

Lease agreements with Scud Stock

As stated in the Company’s prospectus dated 11 December 2006, on
20 June 2004, the Company entered into a land lease agreement (the
“Main Lease Agreement”) with Scud Stock for the purpose of leasing
a factory premises for production use until 30 June 2007. The Main
Lease Agreement was subsequently extended to 30 June 2024.

Scud Electronics and Scud Stock entered into a separate lease
agreement (the “New Lease Agreement”) dated 15 November 2007
for the lease of office premises for administrative use for the Group
for a term of 3 years and later entered into a lease renewal agreement
(the "Renewal Agreement”) dated 8 January 2010 terminating the
New Lease Agreement with effect from 1 January 2010. The Renewal
Agreement is effective commencing from 1 January 2010 and its
tenure ending on 31 December 2012. The annual rental under the
Renewal Agreement was RMB1,378,368 payable in cash on a monthly
basis. The annual cap for the year ended 31 December 2010 was
RMB4,100,000 including the rental under the Main Lease Agreement.
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On 1 January 2011,
terminate the Main Lease Agreement and the Renewal Agreement

Scud Electronics and Scud Stock agreed to

with effect from 1 January 2011 and entered into a lease agreement (the
"Qriginal First Lease Agreement”) for the period commencing from 1
January 2011 and ending on 31 December 2013. The annual rental
was RMB5,461,866 and payable by cash on a monthly basis.

On 1 January 2011, Scud Battery and Scud Stock entered into a lease
agreement (the “Original Second Lease Agreement”) for the period
commencing from 1 January 2011 and ending on 31 December 2013.
The annual rental was RMB6,729,777 and payable by cash on a
monthly basis.

In anticipation of the expiry of the Original First Lease Agreement,
on 10 December 2013, Scud Electronics and Scud Stock entered
into a lease agreement (the “First Lease Agreement”) for the period
commencing from 1 January 2014 and ending on 31 December 2016.
The annual rental was RMB8,543,928 and payable by cash on a
monthly basis.

In anticipation of the expiry of the Original Second Lease Agreement,
on 10 December 2013, Scud Battery and Scud Stock entered into
a lease agreement (the “Second Lease Agreement”) for the period
commencing from 1 January 2014 and ending on 31 December 2016.
The annual rental was RMB5,908,128 and payable by cash on a
monthly basis.

The premises in Fuzhou under the First Lease Agreement and the
Second Lease Agreement were leased for use as a factory, office
for administration use for the Group and staff dormitory for the
employees of the Group. Further details of the First Lease Agreement
and the Second Lease Agreement are set out in the Company’s
announcement dated 10 December 2013.
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The details on annual caps and actual amount incurred for the above

continuing connected transactions for 2014 and 2013 are as follows:

Original First Lease Agreement
First Lease Agreement

Original Second Lease Agreement
Second Lease Agreement

Note:

The

RE—HE R
E—HEERE

RE—HE W=
E_MEEWE

As disclosed in the Company’s announcement dated 10
December 2013, the annual caps for the aggregate rental
payable by Scud Electronics and Scud Battery to Scud
Stock under all Leases (as defined in the announcement) is
RMB14,452,056 for each of the 3 years ending 31 December
2016, being the sum of the annual caps under the First Lease
Agreement and the Second Lease Agreement.

independent non-executive Directors of the Company have

reviewed the continuing connected transactions set out herein and in

Note
that,
were

(1

)

(€)
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30 to the consolidated financial statements, and have confirmed
during the year ended 31 December 2013, such transactions
entered into:

in the ordinary and usual course of business of the Group;

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

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

Actual amount incurred

PR EEER IR T -OFR-_T-—=FNF
EEREEBERSENFHEOT

Annual cap
for the year ended
31 December 2013

for the year ending
31 December 2014

BE-Z—=%F BE-E—nE
+ZA=+—-HL +ZA=+—-HL1
FENERSRE FENFELR
(RMB) (RMB)
(AR®BT) (AR®ET)
5,461,866 N/A 7~

N/A 7 8,543,928
6,729,777 N/A 7~

N/A i 5,908,128
(Note)
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The independent auditor of the Company have also confirmed
that the continuing connected transactions relating to the lease
agreements with Scud Stock:—

(1) nothing has come to their attention that causes them to believe
that the disclosed continuing connected transactions have not
been approved by the Board;

(2) for transactions involving the provision of goods or services by
the Group, nothing has come to their attention that causes them
to believe that the transactions were not, in all material respects,
in accordance with the pricing policies of the Company;

(3) nothing has come to their attention that causes them to believe
that the transactions were not entered into, in all material
respects, in accordance with the relevant agreements governing
such transactions; and

(4) with respect to the aggregate amount of the Continuing
Connected Transactions, nothing has come to their attention
that causes them to believe that the continuing connected
transactions have exceeded the maximum aggregate annual
value disclosed in the previous announcements by the Company.

Further details of the transactions and relationships of the connected
parties are also set out in Note 30 to the financial statements.

DIRECTORS’ AND CONTROLLING
SHAREHOLDER'S INTEREST IN CONTRACTS OF
SIGNIFICANCE

Save as the transactions referred in the section “Continuing
Connected Transactions” above, no Director or controlling shareholder
(as defined in the Listing Rules) has any direct or indirect material
interests in any contracts of significance subsisting during or at the
end of the financial year ended 31 December 2013.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed interest in any of the Company’s listed securities for the
year ended 31 December 2013.
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ANNUAL CONFIRMATION OF INDEPENDENCE

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

SUFFICIENT PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, as at the date of this
report, the Company has maintained sufficient public float as required
under the Listing Rules.

INDEPENDENT AUDITOR

Moore Stephens will retire and a resolution for their reappointment
as independent auditor of the Company will be proposed at the
forthcoming annual general meeting.

By the order of the Board

)

FANG JIN
Chairman

27 March 2014
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CORPORATE GOVERNANCE PRACTICE

SCUD Group Limited (the “Company”) together with its subsidiaries,
(the “Group”) is committed to maintaining and ensuring a high level
of corporate governance standards and continuously reviews and
improves the Group’s corporate governance and internal controls
practices. Set out below are the principles of corporate governance
as adopted by the Company during the financial year from 1 January
2013 to 31 December 2013 (the “Review Period”).

The Company has adopted the code provisions set out in the Corporate
Governance Code (the “Corporate Governance Code”) effective 1
April 2012 contained in Appendix 14 of The Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
("Listing Rules”). The Company has complied with all the applicable
code provisions of the Corporate Governance Code for the relevant
periods in which they were in force during the Review Period, save for
the deviation referred to in the section headed “Compliance with the
Corporate Governance Code of the Listing Rules” below.

To achieve high corporate governance standards and enhance
corporate performance and accountability, the Company has
established an internal audit department to ensure the Group
maintains a sound and effective system of internal controls. The
internal control system is designed to provide reasonable assurance
against material misstatement or loss; to manage the risk of system
failure; and to assist in the achievement of the Group’s objectives.
In addition to safeguarding the Group's assets, it also ensures the
maintenance of proper accounting records and compliance with
relevant laws and regulations.

ROLES OF CHAIRMAN AND CHIEF EXECUTIVE
OFFICER (“CEQ")

During the Review Period, Mr. Fang Jin served as the Chairman of
the board (“Board”) of directors (“Directors”) of the Company and
was responsible for leading the Board in establishing and monitoring
the implementation of strategies and plans to create values for
shareholders of the Company (“Shareholders”). Mr. Guo Quan
Zeng served as the President of the Group and was responsible for
managing the overall business operations of the Group, proposing
strategies to the Board and the effective implementation of the
strategies and policies adopted by the Board, effectively carrying out
the role of a Chief Executive Officer ("CEQ").
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Save for their business relationships as a result of their respective
directorships and positions and shareholding interests in the Company
and Scud Stock (Fujian) Co., Ltd., there are no financial, business,
family or other material or relevant relationships between the
Chairman and the CEO.

THE BOARD

As of 31 December 2013, there were seven members on the Board,
which are the Chairman, three other executive Directors and three
independent non-executive Directors (“INEDs”), the names of which
are shown in the table on page 55.

The INEDs are considered by the Board to be independent of the
management and free of any relationship that could materially
interfere with the exercise of their independent judgments. The Board
considered that each of the INEDs brings his own relevant expertise
to the Board and its deliberations. The term of appointment of each
of the INEDs is one year from 9 May 2012, that date of the annual
general meeting held in 2012 until the date of upcoming annual
general meeting and can be terminated by the Company or the INED
with at least 3 months written notice.

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

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

The Board met regularly during the Review Period on an ad hoc basis
as required by business needs. The Board’s primary purpose is to set
and review the overall strategic development of the Group and to
oversee the achievement of the plans to enhance Shareholders’ value.
Daily operational decisions are delegated to the Executive Directors
and the senior management. Such Board meetings involve the active
participation, either in person or through other electronic means of
communication, of a majority of Directors. During the Review Period,
the Board met 6 times and the Directors’ attendance record is shown
in the table on page 55. The Board has conducted a review of the
effectiveness of the system of internal control of the Group during the
Review Period.
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In advance of the Board meetings, appropriate notices, meeting
agenda and other relevant information were given to all Directors. All
Directors are consulted to include additional matters in the agenda for
Board meetings. Draft and final versions of the Board meeting minutes
were sent to all Directors for their comment and records respectively.
The original minutes of Board meetings are kept by the company
secretary of the Company and such minutes are open for inspection
at any reasonable time on reasonable prior notice by any Director.

The Company has put in place appropriate insurance cover in respect
of Directors’ liability.

DIRECTORS’ TRAINING AND PROFESSIONAL DEVELOPMENT

Every Director keeps abreast of responsibilities as a director of the
Company and of the conduct, business activities and development
of the Company. Directors are continually updated with regulatory
and governance developments. With effect from 1 April 2012, the
Company provides all members of the Board with monthly updates on
the Company’s performance, position and prospects.

Directors are encouraged to participate in continuous professional
development courses and seminars to develop and refresh their
knowledge and skills including updated laws and regulations
applicable to the Company and its Directors as well as any
amendments thereto. The Company has devised a training record to
assist the Directors to record the training they have undertaken.

On 14 December 2012, Mr.
Huang Yan and Mr. Zhang Li attended a directors’ training session

Fang Jin, Mr. Guo Quan Zeng, Ms.
held by the Company’s Hong Kong legal counsel. Dr. Loke Yu, as an
independent director of other listed issuers, has also attended various
directors’ training seminars arranged by various organisations including
the Hong Kong Institute of Certified Public Accountants and Hong
Kong Institute of Directors during the Review Period. In addition, all
Directors, including Mr. Wang Jing Zhong and Wang Jian Zhang, have
confirmed that they have received and reviewed the directors’ training
materials including, amongst others, an updated memorandum on the
duties and responsibilities of a director of a company listed on the
main board of the Stock Exchange and review of recent changes to
the Corporate Governance Code and associated Listing Rules. On a
continuing basis, Directors are encouraged to keep up to date on all
matters relevant to the Group and attend briefings and seminars as
appropriate.
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AUDIT COMMITTEE

The Company has established an audit committee ("Audit
Committee”) with written terms of reference as suggested under
the code and recommended best practices under the Corporate
Governance Code and adopted with reference to “A Guide for
Effective Audit Committees” published by the Hong Kong Institute
of Certified Public Accountants in February 2002. At present, the
Audit Committee comprises three INEDs who are Dr. Loke Yu, Mr.
Wang Jing Zhong and Mr. Wang Jian Zhang. The chairman of the
Audit Committee is Dr. Loke Yu. Each committee member can bring
to the Audit Committee his valuable experience in reviewing financial
statements and evaluating significant control and financial issues of
the Group who among themselves possess a wealth of management
experience in the accounting profession or commercial sectors. The
Audit Committee was established on 3 December 2006 and has
held 2 meetings during the year 2013 and the relevant Director’s
attendance is shown on page 55.

The main duties of the Audit Committee are as follows:

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

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

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

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

internal control system;

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

to review and monitor the effectiveness of the internal audit
function;

(vii) To review the arrangements which the employees of the

Company can use, in confidence, to raise concerns about
possible improprieties in financial reporting, internal control or
other matters; and

(viii) to review the terms and conditions of ongoing connected

transactions of the Group.

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

following work:

(A) FINANCIAL STATEMENTS

(B)

@

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

EXTERNAL AUDITOR

The Audit Committee reviewed and monitored the external
auditor’s independence and objectivity and the effectiveness
of the audit process. The Audit Committee also made
recommendations to the Board on the reappointment of Moore
Stephens Certified Public Accountants (“Moore Stephens”), as
the Group's external auditor.

REVIEW OF RISK MANAGEMENT AND INTERNAL
CONTROL

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

The Company established a remuneration committee (“Remuneration
Committee”) on 3 December 2006 and has held 1 meeting during
the year 2013 where all Remuneration Committee members attended
the meeting to discuss remuneration related matters as shown in
page 55. At present, the Remuneration Committee comprises Dr.
Loke Yu, Mr. Fang Jin and Mr. Wang Jing Zhong. The Chairman
of the Remuneration Committee is Dr. Loke Yu. Its main duties are
summarised as follows:

(i) to make recommendations to the Board on the Group’s
policy and structure for all Directors’ and senior management
remuneration and on the establishment of a formal and

transparent procedure for developing such remuneration policies;

(i) to determine, with delegated responsibility, the remuneration
packages of all individual Executive Directors, senior management;

(iii) to make recommendations to the Board on the remuneration of
Non-executive Directors;

(iv) to ensure that no Director or any of his/her associates is involved
in deciding his/her own remuneration; and

(v) to advice Shareholders on how to vote in respect of any service
contract of Directors that requires Shareholders’ approval in

accordance with the Listing Rules.

The work done by the Remuneration Committee during the year
include the following:

(i) determining the policy for the remuneration of Executive
Directors;

(i) assessing performance of Executive Directors; and

(iii)y approving the terms of Executive Directors’ service contracts.

Details of the amount of Directors emoluments is set out in Note 8 to
the consolidated financial statements.
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NOMINATION COMMITTEE

The Company established a nomination committee (“Nomination

Committee”) on 3 December 2006 and has held 1 meeting during

the year 2013 where all Nomination Committee members attended

the meeting as shown on page 55. At present, the Nomination

Committee comprises Dr. Loke Yu, Mr. Fang Jin and Mr. Wang

Jing Zhong. The Chairman of the Nomination Committee is Dr.

Loke Yu. The Nomination Committee selects and recommends

appropriate candidates based on the candidates’ prior experience and

qualifications to the Board on the appointment of Directors and the

senior management of the Group. The main duties of the Nomination

Committee are as follows:

(i)

(ii)

(iii)

(iv)

(v)

(vi)

to review the structure, size and composition including but
not limited to gender, age, cultural background, educational
background, professional experience, skills, knowledge and/or
length of service) of the Board on a regular basis and to make
recommendations to the Board regarding any proposed changes;

to develop the criteria for identifying and assessing the
qualifications of and evaluating candidates for directorship;

to identify individuals who are suitably qualified to become a
Board member and to select or make recommendations to the
Board on the selection of individuals nominated for directorships
having regard to each candidate’s merit against an objective
criteria and the benefits of diversity of the Board;

to assess the independence of independent non-executive
directors to determine their eligibility;

to review and assess the adequacy of the corporate governance
guidelines of the Company and to recommend any proposed
changes to the Board for approval; and

have regard to the Company’s policy concerning diversity of
board members, and make appropriate disclosure of the policy or
a summary of the policy including any measurable objectives that
it has set for implementing the policy, and progress on achieving
those objectives in the Corporate Governance Report.

The work done by the Nomination Committee during the Review

Period include determining the policy for the nomination of Directors.
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In August 2013, the Board adopted a board diversity policy setting
out the approach to diversity of members of the Board. The Company
recognizes the benefits of diversity in Board members and believes
that Board diversity can be achieved through consideration of a
number of factors, including but not limited to gender, age, cultural
background, educational background, professional experience, skills,
knowledge and/or length of service. In forming the perspective on
diversity, the Company will also consider its own business model
and specific needs from time to time. All Board appointments will be
based on merits and each candidate is considered against objective
criteria.

The Nomination Committee will discuss and agree annually, if
considered appropriate, measurable objectives for implementing
diversity on the Board and recommend them to the Board for
adoption. The Board will from time to time review one or more
aspects of its diversity and measure progress accordingly. Having
reviewed the Group’s business model and operation needs and the
current composition of the Board, the Nomination Committee has not
set any measurable objective during the Review Period.

The following table summarises the attendance of each individual

Director and committee member in the respective Board, committee
and general meetings held during the Review Period.
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MEETINGS ATTENDANCE RECORD

H E ST 8%

Meetings attended/held in 2013
R-B-ZFHE ETHER

Audit Nomination Remuneration
Board Committee Committee Committee 2013 AGM
—E-=F
g ERERS REZERS FWESE BRREFAE
Number of meetings held N EE R i)
during the Review Period eRYE 6 2 1 1 1
Executive Directors: BITEE:
Fang Jin ik 6/6 N/ATRE A 171 171 11
Guo Quan Zeng ZBRIE 6/6 N/AT 8 N/AT 8 N/A 8 171
Huang Yan EE 5/6 N/AT i N/AT i N/AT i 1/1
Zhang Li RAR 6/6 N/AT i N/ATiiE N/ATEH 171
Independent Non-executive BYFHTES !
Directors:
Loke Yu B 6/6 212 ”n 1”7 17
Wang Jing Zhong ot 753 6/6 212 11 11 11
Wang Jian Zhang IEE 6/6 212 N/ATE N/A 3 A 171

GOING FORWARD

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

INDEPENDENCE CONFIRMATION

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

CORPORATE GOVERNANCE FUNCTIONS

The Board is collectively responsible for performing the corporate
governance duties. The following corporate governance functions
form part of the terms of reference of the Board:—
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(i)  to develop and review the Company’s policies and practices on
corporate governance and make recommendations to the Board;

(i) to review and monitor the training and continuous professional
development of Directors and senior management;

(iii) to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

(iv) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
Directors; and

(v) to review the Company’s compliance with the Corporate
Governance Code and disclosure in the Corporate Governance
Report.

During the Review Period, the Board reviewed the Company’s
compliance with the Corporate Governance Code, and revised the
terms of reference of the nomination committee in respect of the
adoption of a board diversity policy as set out in the sub-section
headed “Nomination Committee” above.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE OF THE LISTING RULES

In the opinion of the Directors, save as disclosed below, the Company
has complied with the code provisions set out in the Corporate
Governance Code set out in the revised Appendix 14 to the Listing
Rules, effective since 1 April 2012 throughout the Review Period.

Under code provision A.2.7, the chairman should at least annually
hold meetings with the non-executive Directors of the Company
(including independent non-executive Directors) without the executive
Directors present. The Chairman had not had such meeting with one
of the independent non-executive Directors in 2013 due to scheduling
conflicts. Going forward, the Chairman expects to be able to have
such meeting with all independent non-executive Directors.
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MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS OF LISTED ISSUERS

The Company had adopted the Model Code for Securities Transactions
by Directors of Listed Issuers as set out in Appendix 10 of the Listing
Rules (the “Model Code”).
Directors, the Company confirmed that all Directors have complied

Having made specific enquiries of all

with the required standard as set out in the Model Code for the
financial year ended 31 December 2013.

AUDITOR’S REMUNERATION

The Audit Committee of the Company is responsible for considering
the appointment of the external auditor and reviewing any non-
audit functions performed by the external auditor, including whether
such non-audit functions could lead to any potential material adverse
effect on the Company. During the Review Period, the Group paid
approximately RMB1,197,000 to Moore Stephens and approximately
RMB436,000 to the PRC auditor for their audit services. The Group
also paid approximately RMB239,000 to Moore Stephens for their
non-audit services in respect of review of the interim financial
information of the Group for the six months ended 30 June 2013.

DIRECTORS’ RESPONSIBILITIES FOR ACCOUNTS

The Directors acknowledge their responsibility for preparing the
financial statements of the Group and their responsibilities for the
accounts and the reporting responsibilities of the external auditors are
set out on pages 62 to 63 of this annual report.

COMPANY SECRETARY

The company secretary of the Company is Mr. Yeung Mun Tai (FCCA,
CPA). Mr. Yeung took no less than 15 hours of relevant professional
training during the Review Period.

SHAREHOLDER AND INVESTOR RELATIONS
COMMUNICATION STRATEGIES

The Board established a Shareholders’ communication policy setting
out the principles of the Company in relation to its communication
with the Shareholders, with the objective of ensuring the Shareholders
are provided with access to information about the Company in
order to enable to Shareholders to assess the Company’s overall
performance, exercise their rights in an informed matter and engage
actively with the Company.
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Information would be communicated to Shareholders mainly through
the Company’s corporate communications including interim and
annual reports, press releases, annual general meetings and other
general meetings that may be convened, as well as by making
available all the disclosures submitted to the Stock exchange and its
corporate communications and other corporate publications on the
Company's website.

Shareholders may direct enquiries about their shareholdings to the
Company's Share Registrars. To the extent the requisite information
of the Company is publicly available, Shareholders and the investment
community may at any time make enquiry in respect of the Company
in writing at our head office in Hong Kong by post, facsimile or
email via the numbers and email address provided on the Company’s
website.

SHAREHOLDERS’ RIGHTS

Pursuant to the articles of association of the Company, any one or
more shareholders holding at the date of deposit of the requisition
not less than one-tenth of the paid up capital of the Company
carrying the right of voting at general meetings of the Company shall
at all times have the right, by written requisition to the Board or the
Company Secretary at our head office in Hong Kong by post, facsimile
or email via a numbers and email address provided on the Company’s
website, to require an extraordinary general meeting to be called
by the Board for the transaction of any business specified in such
requisition.

The written requisition may be deposited at the Company’s
head office in Hong Kong at Suite 5505, 55/F Central Plaza, 18
Harbour Road, Wanchai, for the attention of the Board or the
Company Secretary. If within 21 days of such deposit of the written
requisition, the Board fails to proceed to convene such meeting, the
requisitionist(s) may do so in the same manner, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure of
the Board shall be reimbursed to the requisitionist(s) by the Company.

STAKEHOLDERS

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

The Group has always paid much attention to communication
and interaction with investors, and continued to improve
communication channels with shareholders and investors, so as
to enhance governance transparency. The Group’s management
will regularly meet with investors, and proactively announce
the latest information and business development plans. During
the Review Period, we have held individual investors’ meetings
and telephone conferences with various institutional investors
and fund managers. Furthermore, the Group has been in
strict compliance with listing requirements; to provide market
participants and regulators with timely, accurate, complete and
reliable information of the Group, so that investors may make
the best decision.

CONSUMERS
PRODUCT SAFETY

The Group has placed emphasis on the safety issues of products,
especially on mobile phone batteries and have implemented
strict quality control like ISO so as to meet safety requirements.
With our product testing centres, we administer stages of
tests including crash, high-temperature, dampen and long-
period recharging on our battery products. We also invest
resources in product R&D to develop more reliable products. The
battery products of the Group have also passed the stringent
requirements on quality control and safety set by relevant
government authorities.

EMPLOYEES
OCCUPATIONAL SAFETY

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

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

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

(iii) conduct at least two large scale fire exercises every year
and conduct general safety checks and fire exercises on
such days;

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

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

ESTABLISHMENT OF OWN SKILL TRAINING INSTITUTE

Apart from occupational safety, the Group has also placed
emphasis to on-job training for its staff. The Group kicked
off a comprehensive talent training programme, which is
tied to the establishment of its own skill training institute.
Talents will be cultivated at the skill institute and available in
the pipeline to resolve the labour shortage issue faced by the
industry participants. After a period of training, the Group
will convey labour resources directly to various departments,
which will shorten the time of staff replacement and reduce
labour cost. Automated production will also be implemented
at different phases. Moreover, in the training process, students
can comprehend the practical operation issues arising from the
course of production, which will effectively enhance production
efficiencies and qualities. The Group will enlist talents from
the society at large and select the management and technical
experts that it needs through professional and rigorous training
processes. At the same time, this will also bring to the society
a new generation of talents and allow the Company to fulfil its
social responsibilities and deliver contributions to the society.
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PROTECTION OF EMPLOYEES’ LEGAL RIGHTS

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

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

COMMUNITY
ENVIRONMENTAL PROTECTION

As a responsible enterprise, the Group has always emphasised
in supporting environmental protection. We strictly control the
production procedures and reduce waste generation. Despite
small amount of waste generated during the packaging process,
it is sorted by the Group and the recyclable portions are
delivered to qualified recycling plants for treatment.
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TO THE SHAREHOLDERS OF SCUD GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of SCUD Group
Limited (the “Company”) and its subsidiaries (collectively referred to
as the “Group”) set out on pages 64 to 155, which comprise the
consolidated statement of financial position as at 31 December 2013,
and the consolidated income statement, the consolidated statement
of comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with International Financial Reporting Standards and the
disclosure requirements of the Hong Kong Companies Ordinance, and
for such internal control as the directors determine is necessary to
enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.
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We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.

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

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

OPINION

In our opinion, the consolidated financial statements give a true
and fair view of the state of the Group’s affairs as at 31 December
2013 and of the Group’s profit and cash flows for the year then
ended in accordance with International Financial Reporting Standards
and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

e

Moore Stephens
Certified Public Accountants

Hong Kong
27 March 2014
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For the year ended 31 December 2013 HHE - F—=F+-A=+—HI - FZ

2013 2012
—E-—=F —ET——F
Note RMB’000 RMB’000
ihE=s AR®T AREFIT
Turnover [=E %] 4 2,392,490 1,821,620
Cost of sales SHE KA (2,020,361) (1,527,190)
Gross profit EF 372,129 294,430
Other revenue H bl 5 17,990 11,317
Selling and distribution expenses SHE KD A AN (57,497) (59,516)
Administrative expenses THFAX (259,420) (288,599)
Loss on refund B Bl & 23 (10,700) (151,743)
Gain on disposal of subsidiaries HEMBAREREE RS 28 13,963 -
Other operating expenses H R (3,077) (7,142)
Profit/(loss) from operating activities  &&EEREF (EiE) 6 73,388 (201,253)
Finance costs A& KR 9 (25,971) (13,803)
Share of losses of an associate JE(REE AT Z 518 34 (289) -
Profit/(loss) before taxation BBARER, () 47,128 (215,056)
Taxation RIE 10 (19,654) 22,450
Profit/(loss) for the year REERF,(FBER) 27,474 (192,606)
Attributable to: TH AL ER :
Equity holders of the Company RABIERFFEA 38,294 (162,815)
Non-controlling interests FEPE RS (10,820) (29,791)
27,474 (192,606)
Dividends B2 11 8,114 -
Earnings/(loss) per share BREF (BB
— basic (RMB cents) —HER(ARES) 12 3.71 (15.78)
— diluted (RMB cents) —#E(ARED) 12 3.71 (15.78)
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For the year ended 31 December 2013 HHE - F—=F+-A=+—HI FZ

2013 2012
—=E—= —E——F
RMB’000 RMB’000
ARET T ARBTT
Profit/(loss) for the year REERF,(FBE) 27,474 (192,606)
Other comprehensive (loss)/income ZAEERHEHMEE(EE), WA :
for the year, net of tax:
Exchange differences arising on INEE LRk
translation of foreign subsidiaries ENREEEREDN
that may be reclassified HE G N B A E)
subsequently to profit or loss EERERERE
- Exchange differences recognised —FADHERD
during the year ME 5 RA (4,228) 241
— Reclassification adjustment relating ~ —FRBERHE
to disposal of foreign SN R A
subsidiaries during the year BE DA (14,631) -
(18,859) 241
Total comprehensive income/(loss) ZFEEZEWKA (EIE)HE
for the year 8,615 (192,365)
Total comprehensive income/(loss) T3 ATEEZEKA (EE)EHE :
attributable to:
Equity holders of the Company RARERZFREA 19,435 (162,565)
Non-controlling interests FEF MR S (10,820) (29,800)
8,615 (192,365)
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For the year ended 31 December 2013 HHE - F—=F+-A=+—HI - FZ

2013 2012
—EB—=F —E——F
Note RMB’000 RMB’000
ihE=s AR¥T AREFIT
Non-current assets FERBEE
Property, plant and equipment Y - BB M RE 13 348,819 357,854
Intangible assets M E E 14 31,739 44,893
Interest in an associate B N RIS 34 1,400 -
Deferred tax assets EERIEEE 15 29,017 37,551
410,975 440,298
Current assets RBEE
Due from a related party JEU B BAZE A T5/18 16 1,929 2,028
Due from an associate JE W B N B FRE 16 1,075 -
Inventories =8 17 423,987 460,025
Trade and notes receivables FEWE SHIE N EEE 18 576,047 632,659
Prepayments, deposits and other BAFIE - Bek
receivables H{th fE Yz TE 19 317,322 153,740
Current tax recoverable AT Uz (B BN EARS 18 = 1,917
Pledged bank deposits BEIRIRI T 20 239,424 143,684
Bank balances and cash IRITHEHR MRS 21 353,819 278,749
1,913,603 1,672,802
Current liabilities =R
Trade and notes payables T E S FIE K EN =R 22 720,051 465,378
Provision for refund = BB HE 23 - 97,071
Provision for warranty EmRIEEHES 24 2,935 3,074
Other payables, receipts in HAbFEFRIE - TAUGRIA
advance and accrued charges Mg EA 25 94,926 80,021
Current tax payable FES BN ERTR I8 9,436 10,990
Bank loans — current portion WITER—REE D 26 320,511 289,390
1,147,859 945,924
Net current assets B EERE 765,744 726,878
Total assets less current liabilities BEERREARG 1,176,719 1,167,176
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2013 2012
—=E—= —E——F
Note RMB’000 RMB’000
ks ARET T AREEF T
Capital and reserves EXR#E
Share capital A& X 27 103,014 103,014
Reserves & 1,019,343 999,881
Equity attributable to equity AARERFEA
holders of the Company LR 1,122,357 1,102,895
Non-controlling interests eI 48,710 60,538
Total equity wER 1,171,067 1,163,433
Non-current liabilities FREEE
Bank loans — non-current portion RITER—IEREF D 26 292 423
Deferred tax liabilities RIEHRIEAE 15 5,360 3,320
5,652 3,743
Total equity and non-current BESRIRBDERE
liabilities 1,176,719 1,167,176

FANG JIN GUO QUAN ZENG
e BRIE

Director Director
BF BF
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For the year ended 31 December 2013 HHE - F—=F+-A=+—HI - FZ

Attributable
to equity
Statutory ~ Enterprise holders Non-
Share Share  Capital  reserve expansion Translation Accumulated of the ~ controlling
capital ~ premium  reserve fund fund  reserve profits ~ Company interests Total
ALERE
HE i3 BEA  FEAM
Bk REEE EARE  0RE  EREE  ERRE  EMEW  RGEM Ei &3t
RMB'000  RMB'O00  RMB'O00  RMB'000  RMB'000  RMB'000 RMB'000 RMB'000  RMB'000  RMB'000
ARETL ARETT ARETR ARETTL ARETR ARETR  ARETR ARETR ARETR ARETR
At 1 January 2012 RZE-ZE-F-H 103014 577,115 186,215 94,084 8133 ([#9%7) 26860 1233034 114646 1,347,680
Exchange differences arising on SHBAT
translation of foreign subsidiaries  E{TAEEAHELZE - - - - - 250 - 250 ] pI]
Loss for the year rEEEE - - - - - - (162815 (162815 (29791)  (192,606)
Totel comprehensive incomellloss) ~ REE2AMNN/(EE)
for the year a8 - - - - - 250 (162,815 (162,565  (29800)  (192,365)
Appropriations ) - - - 2,009 973 - (2.982) - - -
Dividends paid for 2011 BfizE——Fhe - - - - - - (16839 (16839) - (16839
Capital contributions to a subsiciary ~ 3EFIEERR-EHEATLE
by non-controlling interests - - - - - - - - 2,400 2,400
Acquisition of non-controlling WE-FEHEAAR
interests of a subsidiary frnsltEs - - - - - - 50,283 50283 (733 1290
Partial disposal of subsiciaries HEBANEL VR - - - - - - (1,018) (1,018 10615 9,597
At 31 December 2012 R=§-ZF+2A=t-E 0301 SIS 186215 %663 49006 (@7 1349 110285 6058 1163433
Exchange differences arising on ENBAR BRER
translation of the financial statements  E{TAEEAHES 25
of foreign subsidiaries - - - - - (4,228) - (4,228) - (4,228)
Translation reserve released upon HENBAARNZER BE
disposal of subsiciaries (Note 280~ (Ffz£28h) - - - - - (431 - (48 - (431
Profit for the year TEEER - - - - - - 38,294 38204 (10,820) 27474
Totd comprehensive incomelloss) — AEERELA/(ElB)
for the year ag - - - - - (18859) 38,294 19435 (10,820) 8,615
Appropriations iy - - - 9,141 4510 - (13,711) - - -
Disposal of a subsidiary (Note 288)  HEMBATER (M 28a) - - - - - - - - (1008 (1,008)
De-registration of a subsidiary EEHEHBAR - - - - - - b b - )]
At 31 December 2013 R-E-z£+-F=t1-H 103014 577,115 186215 105834 53,676 (61,59) 158,099 1,122,357 48710 1,171,067
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Pursuant to relevant laws and regulations in the People’s Republic
of China (“PRC") applicable to foreign investment enterprises and
the Articles of Association of the PRC subsidiaries of the Company,
these PRC subsidiaries are required to maintain two statutory reserves,
namely a statutory reserve fund and an enterprise expansion fund
which are non-distributable. Scud (Fujian) Electronics Co., Ltd. (“Scud
Electronics”), Scud Battery Co., Ltd. (“Scud Battery”), Scud Power
(Shenzhen) Co., Ltd. (“Scud Shenzhen”), Shenzhen Hongde Battery
Co., Ltd. (“Shenzhen Hongde”), Scud (Beijing) Electronics Co.,
Ltd. (“Scud Beijing”), Fujian Green Energy Co., Ltd. (“Fujian Green
Energy”), Dongguan Hongde Battery Co., Ltd. (“Dongguan Hongde”),
Fuzhou Thousand Island Electronics Co., Ltd. (“Fuzhou Thousand
Island”), Shenzhen Nalon Battery Co., Ltd. (“Shenzhen Nalon"”), Fujian
Scud New Energy Co., Ltd. (“Scud New Energy”) and Hongde New
Energy Technology Co., Ltd. (“Hongde New Energy”) (together the “PRC
Subsidiaries”) are required to transfer 10% of their respective profit
after taxation as reported in the PRC statutory financial statements
to the statutory reserve fund until the balance reaches 50% of their
respective registered capital.

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

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

The final dividend proposed for the year ended 31 December 2013
was RMB8,114,000 (2012: Nil). The balance of accumulated profits
after the final dividend of the Group was RMB149,985,000 (2012:
RMB133,489,000).

BREAFBEARBIRECEZPEARAME
(T EI)ERREREARBRRPENE R AR
BERAR ZETENE QR AR MIEBAE R
B EEATEEREERRES(BRTA D IR
) MREBR(BR)ETERAR(RERET ]
REBRBLERAR(RERER]) - RERER
CRIDBRABRYIKER D) - RINTIEEE
MERAR(NRYINER]D  REBRULR)EFER
RRNHERRER D) - BESBDERERAF((RE
BREER]) REMBREELBRAR(RES
) wNTEEFERARTEBMTED - FII
mEAREER AR AR (RYIEAGE ) - WERERF
BERABMR AR (T RERFEEIR ) KB EIREE
BRAR([HBE#ER]) (REAITEMBAR])
BARPEDEEM B MRASMBRBRE SN E R
REZEELETS BEFBAEHRESEMRA
50% e

RETFENBARZABERRMAA - LU EARAR
FEDEEMBHMERMEBMBHREEN - HEZH
MEFEREZLE  BRECEBRRES - AE
RTELKAREBUTHELLER - 7T ARBELATF
EwmkzEE RARENTENBARZER
femEMEE - PEBERESKABBITHELE
& ATAEENTENBARZER -

AEBZERNFHERRARBCHTRN ZMEH
WEMBAR zEREREBEN LRESEBER
A L2 REEEMARRMKRKEZZR -

BE-_Z—=F+_A=+—HILFEZRAH
BEAARES 114,000 (T ——4F: &)
BRAEKRER  NEEMNRRAEHRBEARE
149,985,0007T( =& — — 4 : A R 133,489,000
JL) e
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For the year ended 31 December 2013 HHE - F—=F+-A=+—HI - FZ
2013 2012
—E-—=F —E——F
Note RMB'000 RMB'000
(g AR®T ARETT
Cash flows from operating activities RETHMBEERE
Profit/(loss) before taxation BRBLATEF (F518) 47,128 (215,056)
Adjustments for: FEIEE
Interest income FIEWA (4,900) (3.817)
Finance costs B R 25,971 13,803
Impairment loss recognised HEEERANRESE
on intangible assets 12,529 68,437
Amortisation of intangible assets R 1,358 7,782
Depreciation of property, plant and equipment )% « BiE kR ETE 63,842 75,354
Share of losses of an associate FERE N A 2 BB 34 289 -
Loss on disposal of property, HEME - BEREE
plant and equipment EEBE 2,838 5,813
Impairment loss recognised on trade EFELI&T% TERENER
and notes receivables, prepayments, B FE - e MEmERR
deposits and other receivables EEW BEEE 29,008 28,865
Reversal of impairment loss recognised EREESRERENEE
on trade and notes receivables, BRHE - Be REMEKIE
prepayments, deposits and REBEBERR
other receivables (3,578) (945)
Write down of inventories to WRFEZEEREE
net realisable value 25,395 10,945
Write off of inventories recognised BEFEERARY
as an expense 1,607 8,321
Release of provision for warranty BOERREERS 24 (80) (549)
Gain on disposal of subsidiaries HE B A Rl RE £ W 28 (13,963) -
Loss on refund E m EUE & 23 10,700 151,743
Operating profit before changes Rt EESEBAM
in working capital G 198,144 150,696
Increase in amount due from a related party }%‘Aﬁl*ﬁ‘ﬁﬁ%@/\imlﬁi“m (201) (325)
Increase in amount due from an associate JEUBSE \ R) R IEE N (1,075) -
Decrease/(increase) in inventories FE/W//(i‘DD) 6,678 (186,190)
Increase in trade and notes receivables U E 5708 I FE U =1L N (108,825) (147,713)
Increase in prepayments, deposits BNHIE - ke REM
and other receivables TEU TR IEIE AN (161,390) (40,641)
Increase in trade and notes payables JERTE 5508 M R BN 269,311 81,850
Increase/(decrease) in other payables, HEbEAR0E - BGRIE R
receipts in advance and accrued charges JERtE AN,/ (D) 23,293 (16,205)
Cash generated from/(used in) operations ®E,/ (AR BLERNES 225,935 (158,528)
Interest paid BAFIE (25,971) (13,803)
PRC Enterprise Income Tax paid R G (8,717) (4,828)
Net cash generated from/(used in) RE/ (FR)EEESHNRSFH
operating activities 191,247 (177,159)
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2013 2012
—E-=F —E-—fF
Note RMB'000 RMB’000
Wik ARETR ARBFT
Cash flows from investing activities REREFHNRERE
Interest received BIFIE 4,900 3,817
Increase in pledged bank deposits BEARITFZIEM (96,793) (20,045)
Payments to acquire property, BEANE  BEK
plant and equipment RERE (66,181) (46,883)
Payments to acquire intangible assets BABVEESER (779) (600)
Proceeds from disposals of property, HEWME - BERE
plant and equipment RIFTIS TR 3,070 6,903
Net cash inflow arising from disposal RSN REER
of subsidiaries BERANFE 28 10,304 -
Net cash used in investing activities ARREFHNRSFHE (145,479) (56,808)
Cash flows from financing activities RERMETHNRSRE
Dividends paid ERRE = (16,839)
Bank loans raised BERTER 605,358 344,117
Repayment of bank loans EERITER (576,177) (202,118)
Repayment to a related party MEBEATER = (6)
Capital contributions to a subsidiary FEEFI R R EA AL E
by non-controlling interests = 2,400
Acquisition of non-controlling UBER I D Bl
interests of a subsidiary iopti ey 29 - ()
Partial disposal of subsidiaries HEDBRMBLAEE 29 - 9,597
Net cash generated from financing REBETHNREFE
activities 29,181 137,149
Net increase/(decrease) in cash ReRBEEERA
and cash equivalents #m,/ (D) FE 74,949 (96,818)
Cash and cash equivalents at FYRERBELEEEA
beginning of year 278,749 375,326
Effect of foreign exchange rate changes EZR#EHSE 121 241
Cash and cash equivalents at end of year S£XBRERBELZEER 353,819 278,749
Analysis of cash and cash equivalents RERALEEEAAN
Bank balances and cash FITEBEES 21 353,819 278,749
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GENERAL

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

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

The Company’s principal activity is investment holding and its
subsidiaries are principally engaged in manufacture and sale of
lithium-ion battery modules and related accessories for mobile
phones, tablets and digital electronic appliances, while also
engaging in manufacture and sale of lithium-ion bare battery
cells.

BASIS OF PRESENTATION OF FINANCIAL
STATEMENTS

The consolidated financial statements for the year ended 31
December 2013 (the “Financial Statements”) have been prepared
under the historical cost convention. In addition, the Financial
Statements include applicable disclosures required by the Rules
Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) and the Hong Kong Companies Ordinance
(Chapter 32 of the Laws of Hong Kong). The principal accounting
policies and methods of computation used in the preparation
of the Financial Statements are consistent with those adopted
in the consolidated financial statements for the year ended 31
December 2012, except for the adoption of the new and revised
International Financial Reporting Standards (“IFRSs") as explained
in Note 3 below.

SIGNIFICANT ACCOUNTING POLICIES

a) Statement of compliance

The Financial Statements have been prepared in accordance
with IFRSs, which collective term includes all applicable
individual IFRSs, International Accounting Standards (“1ASs”)
issued by the International Accounting Standards Board
(the "IASB") and Interpretations issued by the International
Financial Reporting Interpretations Committee (the “IFRIC")
of the IASB and the disclosure requirements of the Hong
Kong Companies Ordinance.

—RER
REBEEERAR(ARR DR _FTREF
TtA-tTRERERSEMK I AEH R
TERAR - EROHR _ZBBRF+ A+
—REEBBMARIMBERAR(BRM])E
RET -

BARBERRUAA TN ERBARE (A
R 25 -

ARANEEXBR/REER - MEKE QA
TENERETH  FREULRBBRETE
MR Z BB FERREANEBE ZEER
HE  MMEFRBETFECZLEERBEE o

MR REINEE

HE_Z—=F+-A=+—HILEFENEE
A ([ F IR ) THIRIRE £ K AE B4R
Blo tHh > MBERERBIEBRAAES LA
(T LR R REE R BED(FEED £32
B)RERERRE - RAEMBHRREMANE
REMBRREAENEDEBE T ——F+
“A=t - BLEFENSRAMBRERMRAE
—B MET XM ESATAR AR R] RIS AT RIRR
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

b) Adoption of new and revised International b)
Financial Reporting Standards

3. FESHEE®
RN T RIS T R B RS 4R 5 2 B

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

B TIATIIRESN - RRRIRAAN SR
KB LA A B F R AR B R 2

The Group has adopted the following amendments to
standards for the Financial Statements which are effective
for accounting periods commencing on or after 1 January
2013. Except in certain cases giving rise to the new and
revised accounting policies and additional disclosures, the
adoption of these new interpretations and amendments has
had no effect on the Financial Statements.

HRBHE - ARED RN THIER D
BEIR(R_E-—=F—A—Bx2&H
AEVEETHIMAER) - BRE T BREEH
R RAEIERT VS RTBUR MBSME RSN - IR
MR EHRERETAHUBERRLES

285
PN

IAS 1 Amendment Presentation of Items of Other B ETERE 15 Ha2ERAERB
Comprehensive Income (&3TA) ) 2 5
IAS 19 (2011) Employee Benefits B et £RE 195 RBEEHN
—E——%F)
IAS 27 (2011) Separate Financial Statements B2t £R|E275 BIMEHRE

(Z=——%)

IAS 28 (2011) Investments in Associates and Joint FR e £R|5E285 NEMENTIEREE

Ventures

IFRS 7 Amendment Disclosures — Offsetting Financial

(=F—*#)

BRPR B 75 5 2 R

ERZEFE
B —REM KA

Assets and Financial Liabilities EYEACCHIRN) ENMEERE
Amendments to IFRSs  Annual Improvements to IFRSs B R B 7 R 5 2 | —EEANEFEE-ZT
2009 - 2011 Cycle CHES —— & AR
AR S 2RI Y
FEE
IFRS 10 Consolidated Financial Statements BB S mE R GAMBSRE
Z105%
IFRS 11 Joint Arrangements BHR B REER S8 %HE
E115%
IFRS 12 Disclosure of Interests in Other B[S Bt 75 2R 2 A Hip Tz
Entities 518 WE
IFRS 13 Fair Value Measurement BBt SRS 2 8| ANTEHS
135
IFRIC 20 Stripping Costs in the Production Y% B 7 R A A 2 RIS A A ER
Phase of a Surface Mine FE8e—RES  ZHERA

205%
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

74

b)

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

Except for the impacts of the new and revised IFRSs
described below, the adoption of the other new and revised
IFRSs and interpretation and amendments to IFRSs had
no material impact on accounting policies of the Group
and the methods of computation in the Group’s financial
statements in the current or prior accounting periods.

IAS 1 Amendment “Presentation of Items of Other
Comprehensive Income”

The amendment requires items of other comprehensive
income to be split between those that have the potential
to be recycled to profit or loss and those that do not. The
impact of the amendment has resulted in a change in the
presentation for other comprehensive income but not the
items reflected within.

IFRS 7 Amendment “Disclosures — Offsetting Financial
Assets and Financial Liabilities”

The amendment introduces new disclosures in respect of
offsetting financial assets and financial liabilities. Those
new disclosures are required for all recognised financial
instruments that are set off in accordance with IAS 32
“Financial Instruments: Presentation” and those that are
subject to an enforceable master netting arrangement or
similar agreement that covers similar financial instruments
and transactions, irrespective of whether the financial
instruments are set off in accordance with IAS 32.

The adoption of the amendments does not have an impact
on these financial statements because the Group has not
offset financial instruments, nor has it entered into a master
netting arrangement or similar agreement which is subject
to the disclosures of IFRS 7 during the periods presented.

3. FEFEHHEE®

b)
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

b)

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

IFRS 10 “Consolidated Financial Statements”

IFRS 10 replaces the requirements in IAS 27 “Consolidated
and Separate Financial Statements” relating to the
preparation of consolidated financial statements and SIC
Interpretation 12 “Consolidation — Special Purpose Entities”.
It introduces a single control model to determine whether
an investee should be consolidated, by focusing on whether
the entity has power over the investee, exposure or rights
to variable returns from its involvement with the investee
and the ability to use its power to affect the amount of
those returns.

As a result of the adoption of IFRS 10, the Group has
changed its accounting policy with respect to determining
whether it has control over an investee. The adoption does
not change any of the control conclusions reached by the
Group in respect of its involvement with other entities as at
1 January 2013.

IFRS 12 “Disclosure of Interests in Other Entities”

IFRS 12 brings together into a single standard all the
disclosure requirements relevant to an entity’s interests
in subsidiaries, joint arrangements, associates and
unconsolidated structured entities. The disclosures required
by IFRS 12 are generally more extensive than those
previously required by the respective standards. To the
extent that the requirements are applicable to the Group,
the Group has provided those disclosures in Notes 33 and
34.

IFRS 13 “Fair Value Measurement”

IFRS 13 replaces existing guidance in individual IFRSs with
a single source of fair value measurement guidance. IFRS
13 also contains extensive disclosure requirements about
fair value measurements for both financial instruments and
non-financial instruments. The adoption of IFRS 13 does not
have any material impact on the fair value measurements of
the Group's assets and liabilities.

3. FESHEE®

b)

R R RS BT B PR B 75 R 5 22 R

R4

)

IR B TR 5 2E RSB 1035 A & BT B #R#
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

76

)

Significant judgements and estimates

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

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

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

i) Useful lives and depreciation of property, plant
and equipment

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

3. FESHEE®)

(4]

ERH B R At
RIRERM SR EERRRR A MBERER
B ARBESVAFHEEBRRERR
PEWREE  BFE  WARRXEEZH
B EETRER - EREEMBRT2E
MRET  FREBEENRABREEMNY
B ABERRRZEEMNAERIER
TRIEAE 2 ARR/EENMET RERRAE
B o BRERARER RN SFMEETEF -

I RIBE R EEE T e - &
FEZME 2 g AFHERTMERT A5
MR - SR ERE R ARHMR
BIRMERT Z B & B 1R HARRI RERR

BEXEEERAEEFESHBELMETZ
B EEREE BHAHEEXRAR
FREEFHEAREZ I ZRAREM A
FHRERRAT

) WFE BERREZARHFHY
RirE
AEEEEYE  BERREB MG
AAAERFRARERTERS -
ZEGFTIRBEE RINGERT 2
¥ BELRBERAERFHZE
ERBRMIEL o s 7] 2 A F HEZ A
2Rt AR - AIREES e REINE
X YEHEHERHEZRME
AT K IF SR AR B A MH SO - BIR
B FHIR BE BT Z AT E M F A
[l o FE MR RT AlE EI B EZ AT E
FHHREY - Mo BRAKEER
KHRZ I ER -



SCUD GROUP LIMITED

REREEERAF

ANNUAL REPORT 3§ 2013

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FRE SRR MR

For the year ended 31 December 2013 HHE - F—=F+-A=+—HI FZ

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)
ii)

iif)

iv)

v)

Significant judgements and estimates (Continued)

Net realisable value of inventories

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

Allowances for bad and doubtful receivables

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

Warranty claims

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

Provision for refund

The Group implemented a refund policy whereby the
Group refunded its distributors for the unmarketable
battery products since the fourth quarter of 2012. The
refund plan was completed in the first half of 2013.
The directors estimate the provision for refund based
on estimated quantity, agreed price and net realisable
value of the refunded products. Where the actual
refunded quantity is more than estimated, a provision
may arise. Details of the provision for refund are set
out in Note 23.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

¢) Significant judgements and estimates (Continued)

78

Vi)

Vii)

viii)

Impairment of intangible assets

Determining whether an intangible asset is impaired
requires an estimation of the value in use. The value
in use calculation requires the Group to estimate the
future cash flows expected to arise and a suitable
discount rate in order to calculate the present value.
Where the actual future cash flows are less than
expected, an impairment loss may arise. Details of the
impairment testing are provided in Note 14.

Impairment of property, plant and equipment

The Group assesses whether there are any indicators
of impairment for property, plant and equipment at
the end of each reporting period. Property, plant and
equipment are tested for impairment when there
are indicators that the carrying amounts may not be
recoverable. An impairment exists when the carrying
value of an asset or a cash generating unit exceeds
its recoverable amount, which is the higher of its
fair value less costs to sell and its value in use. The
calculation of the fair value less costs to sell is based
on available data from binding sales transactions in an
arm’s length transaction of similar assets or observable
market prices less incremental costs for disposing
of the asset. When value in use calculations are
undertaken, the directors estimate the expected future
cash flows from the asset or cash-generating unit and
choose a suitable discount rate in order to calculate
the present value of those cash flows.

Deferred tax assets

Deferred tax assets are recognised for all unused tax
losses to the extent that it is probable that taxable
profit will be available against which the losses can
be utilised. Significant judgement is required to
determine the amount of deferred tax assets that can
be recognised, based upon the likely timing and the
level of future taxable profits together with future tax
planning strategies.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)

d)

Significant judgements and estimates (Continued)
viii) Deferred tax assets (Continued)

The Group has tax loss carry forwards amounting to
approximately RMB75,928,000 (2012: RMB96,119,000)
which relate to subsidiaries that have a history of
losses and may not be used to offset taxable income
elsewhere in the Group. These subsidiaries have no
temporary taxable differences which could partly
support the recognition of deferred tax assets. Also,
there are no tax planning opportunities available that
would further provide a basis for recognition.

If the Group was able to recognise all unrecognised
deferred tax assets, profits would increase by
approximately RMB18,982,000 (2012: loss would
decrease by approximately RMB24,030,000).

Further details on deferred taxes are disclosed in Note 15.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities (including
special purpose entities) controlled by the Company (its
subsidiaries). Control is achieved where the Company has
power over the investee, that expose or give rights to
variable returns from its involvement with the investee,
and the Company is able to use its power to affect the
amount of returns from the investee. Generally control is
achieved with a shareholding of more than one half of the
voting rights over the relevant activities of the investee.
The existence and effect of potential voting rights that are
exercisable or convertible are considered when assessing
whether the Company controls another entity.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income statement
from the effective date of acquisition and up to the
effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with those used by other members of the Group.

All intra-Group transactions, balances, income and expenses
are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

80

d)

Basis of consolidation (Continued)

Allocation of total comprehensive income to non-controlling

interests

Total comprehensive income and expense of a subsidiary
is attributed to the owners of the Company and to the
non-controlling interests even if this results in the non-
controlling interests having a deficit balance.

Changes in the Group’s ownership interests in existing

subsidiaries

Changes in the Group’s ownership interests in subsidiaries
that do not result in the Group losing control over the
subsidiaries are accounted for as equity transactions. The
carrying amounts of the Group’s interests and the non-
controlling interests are adjusted to reflect the changes in
their relative interests in the subsidiaries. Any difference
between the amount by which the non-controlling interests
are adjusted and the fair value of the consideration paid or
received is recognised directly in equity and attributed to
owners of the Company.

When the Group loses control of a subsidiary, the profit
or loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and
(i) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-
controlling interests. Where certain assets of the subsidiary
are measured at revalued amounts or fair values and the
related cumulative gain or loss has been recognised in
other comprehensive income and accumulated in equity,
the amounts previously recognised in other comprehensive
income and accumulated in equity are accounted for as if
the Company had directly disposed of the related assets
(i.e. reclassified to the consolidated income statement or
transferred directly to retained earnings). The fair value
of any investment retained in the former subsidiary at the
date when control is lost is regarded as the fair value on
initial recognition for subsequent accounting under IAS 39
“Financial Instruments: Recognition and Measurement”
or, when applicable, the cost on initial recognition of an
investment in an associate or a jointly controlled entity.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

e)

Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of
the assets transferred by the Group, liabilities incurred by
the Group to the former owners of the acquiree and the
equity interests issued by the Group in exchange for control
of the acquiree. Acquisition-related costs are recognised in
the consolidated income statement as incurred.

At the acquisition date, the identifiable assets acquired and
the liabilities assumed are recognised at their fair value at
the acquisition date, except that:

° deferred tax assets or liabilities and liabilities or
assets related to employee benefit arrangements are
recognised and measured in accordance with IAS
12 “Income Taxes” and IAS 19 “Employee Benefits”
respectively;

e liabilities or equity instruments related to share-
based payment transactions of the acquiree or the
replacement of an acquiree’s share-based payment
transactions with share-based payment transactions
of the Group are measured in accordance with IFRS 2
“Share-based Payment” at the acquisition date; and

e assets (or disposal groups) that are classified as held
for sale in accordance with IFRS 5 “Non-current
Assets Held for Sale and Discontinued Operations” are

measured in accordance with that Standard.

3. FESHEE®

A0

U TS R R MR E AR o $TEAGE Y
BERERATENE  MHENEatre
EFE s A AEERRKET R
BEAEAZBERKERE Y ATERAE
B IR 7T 2 S BT 2 R
wEE - BRI S BN E AR NS A Y
HEDRR o

e)

RUEE R - PR 2 o] 3B & B R P
EzaBETNEE R B A FERER - E
P

o EERBEEEXABENEERNLZI
EEZBEREED HIEBEKR S
ZERAF125R RS T | R BFR &5t £
A 195 [ R BEA IR KA E

. SRR RN 2 2 SEBL
AR LGB % 14 2 52 SR AR
B AR S 4 2 5 5 B2 B
BETA - DRI R BEERHTS
A ERIER AR BER 2
MIEE R

o RERBMBEHRELERESHFEL
EZRBDEERD R IEREEH]
DEAFEREZEE(REEMER)
RIBZERGTE -

81




SCUD GROUP LIMITED

REBREBEFRAF

ANNUAL REPORT 3§ 2013

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

N 3 7

For the year ended 31 December 2013 HHE - F—=F+-A=+—HI - FZ

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

82

e)

Business combinations (Continued)

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of
the acquirer’s previously held equity interest in the acquiree
(if any) over the net of the acquisition-date amounts of the
identifiable assets acquired and the liabilities assumed. If,
after assessment, the net of the acquisition-date amounts
of the identifiable assets acquired and liabilities assumed
exceeds the sum of the consideration transferred, the
amount of any non-controlling interests in the acquiree and
the fair value of the acquirer’'s previously held interest in
the acquiree (if any), the excess is recognised immediately
in the consolidated income statement as a bargain purchase
gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate share
of the entity’s net assets in the event of liquidation may
be initially measured either at fair value or at the non-
controlling interests’ proportionate share of the recognised
amounts of the acquiree’s identifiable net assets. The
choice of measurement basis is made on a transaction-by-
transaction basis. Other types of non-controlling interests
are measured at their fair value or another measurement
basis required by another Standard.

Where the consideration the Group transfers in a business
combination includes assets or liabilities resulting from
a contingent consideration arrangement, the contingent
consideration is measured at its acquisition-date fair value
and considered as part of the consideration transferred
in a business combination. Changes in the fair value of
the contingent consideration that qualify as measurement
period adjustments are adjusted retrospectively, with the
corresponding adjustments being made against goodwill or
gain on bargain purchase. Measurement period adjustments
are adjustments that arise from additional information
obtained during the measurement period about facts
and circumstances that existed as of the acquisition date.
Measurement period does not exceed one year from the
acquisition date.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. FEEFBHE &)

e) Business combinations (Continued) e) EXKEHt#E)

The subsequent accounting for changes in the fair value
of the contingent consideration that do not qualify
as measurement period adjustments depends on how
the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at
subsequent reporting periods and its subsequent settlement
is accounted for within equity. Contingent consideration
that is classified as an asset or a liability is remeasured at
subsequent reporting periods in accordance with IAS 39, or
IAS 37 "Provisions, Contingent Liabilities and Contingent
Assets”, as appropriate, with the corresponding gain or loss
being recognised in the consolidated income statement.

When a business combination is achieved in stages, the
Group's previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date (i.e. the
date when the Group obtains control), and the resulting
gain or loss, if any, is recognised in the consolidated income
statement. Amounts arising from interests in the acquiree
prior to the acquisition date that have previously been
recognised in other comprehensive income are reclassified
to the consolidated income statement where such treatment
would be appropriate if that interest were disposed of.

Changes in the value of the previously held equity interest
recognised in other comprehensive income and accumulated
in equity before the acquisition date are reclassified to the
consolidated income statement when the Group obtains
control over the acquiree.

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts
for the items for which the accounting is incomplete. Those
provisional amounts are adjusted during the measurement
period (see above), or additional assets or liabilities are
recognised, to reflect new information obtained about
facts and circumstances that existed as of the acquisition
date that, if known, would have affected the amounts
recognised as of that date.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

84

f)

Goodwill

Goodwill arising on an acquisition of a business is carried
at cost less accumulated impairment losses, if any, and
is presented separately in the consolidated statement of
financial position.

For the purposes of impairment testing, goodwill is
allocated to each of the Group’s cash-generating units (or
groups of cash-generating units) that is expected to benefit
from the synergies of the combination.

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually, or more
frequently when there is indication that the unit may be
impaired. If the recoverable amount of the cash-generating
unit is less than its carrying amount, the impairment loss
is allocated first to reduce the carrying amount of any
goodwill allocated to the unit and then to the other assets
of the unit on a pro-rata basis based on the carrying
amount of each asset in the unit. Any impairment loss for
goodwill is recognised directly in the consolidated income
statement. An impairment loss recognised for goodwill is
not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the
determination of the profit or loss on disposal.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

g)

Impairment of non-financial assets other than
goodwill

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

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

An assessment is made at the end of each reporting
period as to whether there is any indication that previously
recognised impairment losses may no longer exist or may
have decreased. If such indication exists, the recoverable
amount is estimated. A previously recognised impairment
loss of an asset other than goodwill is reversed only if there
has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been
determined (net of any depreciation/amortisation), had
no impairment loss been recognised for the asset in prior
years. A reversal of such impairment loss is credited to the
consolidated income statement in the period in which it
arises.
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h)

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation
and impairment losses, if any. Details are set out in Note
13.

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and
rewards of ownership are classified as being held under
finance leases. Where the Group acquires leasehold land
held for own use under a finance lease, the prepaid cost
representing the fair value of the leasehold land, is included
in property, plant and equipment, together with the related
leasehold property. Both these leasehold land and property
are stated at cost, less accumulated depreciation and
impairment losses.

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

When an item of property, plant and equipment is sold, its
cost and accumulated depreciation are removed from the
financial statements and any gain or loss resulting from
the disposal, being the difference between the net disposal
proceeds and the carrying amount of the asset, is included
in the consolidated income statement.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

h)

Property, plant and equipment and depreciation
(Continued)

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

Leasehold land and buildings held for Over the

own use under finance leases lease term
Plant and machinery 10%
Motor vehicles 20%
Electronic equipment, furniture and fixtures 20%
Moulds 20%-33.33%
Leasehold improvements 10%

Construction in progress represents property, plant and
equipment in the course of construction for production
or for its own use purposes. Construction in progress is
classified to the appropriate category of property, plant and
equipment when completed and ready for intended use.
Depreciation on these assets, on the same basis as other
property assets, commences when the assets are ready for
their intended use.

Leased assets
i) Classification of assets leased to the Group

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and
rewards of ownership are classified as being held
under finance leases. Leases which do not transfer
substantially all the risks and rewards of ownership to
the Group are classified as operating leases.
ii)  Operating lease charges
Where the Group has the use of assets held under
operating leases, payments made under the leases
are charged to the consolidated income statement in
equal instalments over the accounting periods covered
by the lease term, except where an alternative basis
is more representative of the pattern of benefits to
be derived from the leased assets. Lease incentives
received are recognised in the consolidated income
statement as an integral part of the aggregate net
lease payments made. Contingent rentals, if any, are
charged to the consolidated income statement in the
accounting period in which they are incurred.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
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j)

k)

Intangible assets other than goodwiill
Intangible assets acquired separately

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

Distribution network 10 years
Domain names 3 years
Employee contracts 2.57 years
Non-compete agreements 2 years
Software 3-5 years

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

Associate

An associate is an entity in which the Group or Company
has significant influence, but not control or joint control,
over its management, including participation in the financial
and operating policy decisions.

An interest in an associate is accounted for in the
consolidated financial statements under the equity method,
unless it is classified as held for sale. Under the equity
method, the interest is initially recorded at cost, adjusted
for any excess of the Group’s share of the acquisition-date
fair values of the investee's identifiable net assets over the
cost of the investment (if any). Thereafter, the investment
is adjusted for the post acquisition change in the Group's
share of the investee’s net assets and any impairment loss
relating to the investment. Any acquisition-date excess over
cost, the Group's share of the post-acquisition, post-tax
results of the investees and any impairment losses for the
year are recognised in the consolidated income statement,
whereas the Group’s share of the post-acquisition post-
tax items of the investees’ other comprehensive income is
recognised in the consolidated statement of comprehensive
income.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

)}

Research and development expenditure

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

An internally-generated intangible asset arising from
development (or from the development phase of an internal
project) is recognised if, and only if, all of the following
have been demonstrated:

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

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

e the ability to use or sell the intangible asset;

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

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

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

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

Subsequent to initial recognition, internally-generated
intangible assets are measured at cost less accumulated
amortisation and accumulated impairment losses (if any),
on the same basis as intangible assets that are acquired
separately.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
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m)

n)

Inventories

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

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

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

Financial instruments
Financial assets

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

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Loans and receivables are initially
recognised at fair value and subsequently measured
at amortised cost using the effective interest method,
less impairment losses. Any changes in their value
are recognised in the consolidated income statement.
Significant financial difficulties of debtors, such as the
probability that debtors will enter bankruptcy or financial
reorganisation, and default or delinquency in payments are
considered indicators that the receivables are impaired.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

n)

o)

Financial instruments (Continued)
Financial assets (Continued)

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

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

Financial liabilities

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

Financial liabilities are initially recognised at fair value, net
of transactions costs incurred and subsequently measured at
amortised cost using the effective interest method. Financial
liabilities are derecognised when the obligation specified in
the contract is discharged or cancelled, or expires.

Provisions

Provisions are recognised when the Group has a present
legal or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic benefits
will be required to settle the obligation and a reliable
estimate can be made.

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

Foreign currency translation

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

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

The functional currencies of certain overseas subsidiaries
are currencies other than the Chinese Renminbi. As at the
end of reporting period, the assets and liabilities of these
entities are translated into the presentation currency of
the Company at the exchange rates ruling at the end of
reporting period, and their income and expense items are
translated into Chinese Renminbi at the weighted average
exchange rates for the year. The resulting exchange
differences are recorded in other comprehensive income
and the cumulative balance is included in translation reserve
in the consolidated statement of changes in equity. On
disposal of a foreign entity, the deferred cumulative amount
recognised in exchange reserve relating to that particular
foreign operation is recognised in the consolidated income
statement.

For the purpose of the consolidated statement of cash
flows, the cash flows of overseas subsidiaries are translated
into Chinese Renminbi at the exchange rates ruling at the
dates of the cash flows. Frequently recurring cash flows of
overseas subsidiaries which arise throughout the year are
translated into Chinese Renminbi at the weighted average
exchange rates for the year.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

qa)

Taxation

Taxation represents the sum of the tax currently payable
and deferred tax. The tax currently payable is based on
taxable profit for the year.

Taxable profit differs from net profit as reported in the
consolidated income statement because it excludes items of
income or expense that are taxable or deductible in other
years, and it further excludes items that are never taxable
or deductible.

Deferred tax is the tax expected to be payable or
recoverable on differences between the carrying amount
of assets and liabilities in the financial statements and the
corresponding tax bases used in the computation of taxable
profit, and is accounted for using the liability method.

Deferred tax liabilities are generally recognised for all
taxable temporary differences, and deferred tax assets are
recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from the initial
recognition of other assets and liabilities in a transaction
that affects neither the tax profit nor the accounting profit.

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

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

r)

Taxation (Continued)

Deferred tax is calculated, without discounting, at the tax
rates that are expected to apply in the period when the
liability is settled or the asset realised, based on tax rates
that have been audited or substantively enacted at the
end of each reporting period. Deferred tax is charged or
credited in the consolidated income statement, except when
it relates to items charged or credited directly to other
comprehensive income, in which case the deferred tax is
also dealt with in other comprehensive income.

Deferred tax assets and liabilities are offset when they
relate to income taxes levied by the same taxation authority
and the Group intends to settle its current tax assets and
liabilities on a net basis.

Revenue recognition

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

i) Sales of goods

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

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

e the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods
sold;

e the amount of revenue can be measured reliably;

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

e the costs incurred or to be incurred in respect of
the transaction can be measured reliably.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

r)

s)

t)

Revenue recognition (Continued)

i)

iii)

Interest income

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

Processing income

Processing income is recognised when processing
services are provided.

Government grants

Government grants in the form of incentive payments are

recognised as income and reported separately as “other

income” when the government’s approval of grant is

unconditional.

Government grants related to new products research costs

are recognised in the consolidated income statement over
the period necessary to match them with the related costs
and deducted in reporting the related expenses.

Employee benefits

i)

Short-term employee benefits

Salaries, annual bonuses, paid annual leave, leave
passage and the cost to the Group of non-monetary
benefits are accrued in the year in which the
associated services are rendered by employees of the
Group. Where payment or settlement is deferred and
the effect would be material, these amounts are stated
at their present values.
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t)

u)

v)

Employee benefits (Continued)

ii)  Contributions to defined contribution retirement
plans

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

iii) Termination benefits

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

Borrowing costs

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

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents represent short-term,
highly liquid investments which are readily convertible
into known amounts of cash and which were within three
months of maturity when acquired.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FEEFBHE &)

w) Related parties w) HBEEAL
(i) A person, or a close member of that person’s family, (i) BTSN  Blaz A+l EimRa
is related to the Group if that person: AEFEFREE
(a) has control or joint control over the Group; (@) ATIEHISEEIEHIAER:
(b) has significant influence over the Group; or (b) BATHASEEEAFES:
%
(c) is a member of key management personnel of () ZATAREBENAERRND
the Group or the Group's parent. BIZEEBEEERKS -
(i) An entity is related to the Group if any of the (i) WELATER  BZEREAERs
following conditions applies: BEE
(@) The entity and the Group are members of the (a) ZREBEAEEEBR —SEH
same group. [P4=VNCID
(b) One entity is an associate or joint venture of the by H—EBBRAEZ—ETEZEZEN
other entity (or an associate or joint venture of a Alkaana RS —HE
member of a group of which the other entity is a FTEEBEAFKE 2B E Q7
member). HEERTA o
() Both entities are joint ventures of the same third (0 EBEBRBHAR-—F=ZFZEER
party. Al e
(d) One entity is a joint venture of a third entity and d BRAFEF=-ZFBBEZAZN
the other entity is an associate of the third entity. Al ME—EERE-FESL
1N
(e) The entity is a post-employment benefit plan for (e) BREAMAEENEAREFR
the benefit of employees of either the Group or BEZEENEERERIK
an entity related to the Group. BERLE B AETE -
(f)  The entity is controlled or jointly controlled by a ) EEIHBG()EATIEATIEHIK
person identified in (i). FHEZEH o
(9) A person identified in (i)(a) has significant (9 FE())EFEATHZERS
influence over the entity or is a member of the EATENNEBZEB(IZE
key management personnel of the entity (or of a BEARMNEEZEEEKE -
parent of the entity).
x) Dividends x) RE
Dividends disclosed in Note 11 to the consolidated financial GRAUBHREMENFRENREREAFE
statements represent final dividend proposed for the year. EERAREIR R -
Dividends declared are recognised as liabilities in the IR AR B AR AR B E B BAR S
financial statements in the period in which the dividends EUBRERERAALE -
are approved by the shareholders.
y) Segment reporting y) DEEE
Operating segments are reported in a manner consistent E D RS T AR T BRIEARE
with the internal reporting provided to the chief operating ?%TET%@WE‘B*&%E’U?J‘K*@K ° ﬂfgﬂgﬁiﬁ
decision-maker. The chief operating decision-maker, E’J§$%ﬂ?$%%}§ﬁ%% CHBESER
who is responsible for allocating resources and assessing BRI BT g E D # R -

performance of the operating segments, has been identified
as the Board that makes strategic decisions.
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4. TURNOVER AND SEGMENT INFORMATION
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a)

b)

Turnover

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

Reportable segments

The Group has adopted IFRS 8 "Operating Segments”
with effect from 1 January 2009. IFRS 8 requires operating
segments to be identified on the basis of internal reports
about components of the Group that are regularly reviewed
by the chief operating decision makers in order to allocate
resources to segments and to assess their performance.

The Group is currently engaged in the business of the
Group's own brands “SCUDFREER" brand and “Chaolitong
B3 " brand (together as “Own-brand business”), original
design manufacturing (“ODM business”) as well as bare
battery cells (“Bare battery cells business”). The chief
operating decision makers (i.e. the Company’s directors)
review the segment information of these businesses and
based on it to allocate resources to segments and to assess
their performance. The Group’s reportable segments are set
out below:

Own-brand business — Manufacture and sale of “SCUDFRE
B&" brand and “Chaolitong#& /13" brand lithium-ion battery
modules, power banks, chargers, bluetooth headsets and
related accessories for mobile phones and digital electronic
appliances.

ODM business — Manufacture and supply of lithium-ion
battery modules, power banks and related accessories for
branded mobile phone and tablets manufacturers within
and outside China.

Bare battery cell business — Manufacture and sale of
lithium-ion bare battery cells for mobile phones, tablets and

power banks.

Others — Sales of raw materials and work-in-progress.

4.

a)

b)
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4. TURNOVER AND SEGMENT INFORMATION 4. ZXZERoHER @)

(Continued)
b) Reportable segments (Continued) b) B&HoEE)
Segment information about these businesses are presented BRZSEBNOIERZWT ¢
as follows:
Segment revenue and results D Eb R FE
Group A£ME
2013 2012
g-=F it S
Own-brand ODM  Bare battery Own-brand ODM  Bare battery
busingss  business cell husiness Others Total business busingss  cell husiness Others Total
R R
BRRREE REERE  ELER Ay &t BEREEE REERE  E0ER i g
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARETn ARETn ARBTn ARETR  ARETT  ARETR  ARETR  ARETL  ARETR
Total Turnover hezE 630,679 1,574,515 260,669 12731 247859 722,285 820,356 385,239 5384 1933264
Less: Internal sales i REHE - - (86,104) - (86,104) - - (111,644) - (111,644)
Turnover EEE 630,679 1,574,515 174,565 12731 2392490 722,285 820,356 273,595 5384 1821,620
Seqment results P (4337) 88,977 (10,547) 428 14521 (217624) 51,635 7986 (1179 (159,182)
Unallocated income RAEMA 3751 9%6
Unallocated expenses — FRAEER (34,335) (31,781)
Finance costs RARK (16,362) (3,155)
Profit/oss) before taxation BkiEER/ (BiE) 21,575 (193,152)
Taxation el (101) 546
Profitloss) for the year — REFEF /(&) 2474 (192,606)
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4. TURNOVER AND SEGMENT INFORMATION 4, ZXZEKoHER®)

(Continued)
b) Reportable segments (Continued) b) B#HoEE)
Segment information about these businesses is presented as ERZEEBNOIERZIT (&)

follows: (Continued)

Assets and liabilities BEREE
Group A5
2013 2012
:3_5$ —7 —E
Own-brand ODM  Bare battery Own-brand ODM  Bare battery
business business  cell business Total business business  cell business Total
RERs Rk

BRmMAE REERE  EORE i BRaRRE REEXE  EUXH fat
RMBO0O  RMBOO0  RMB0O0  RMBO00  RMBOOD  RWBOOO  RMBOO0  RMB'000
ARMTR  ARBTR ARBTR  ARMTR ARRTL  ARETL  ARBTR  ARETR

Segment assets HivaE 518,047 1,085,254 400,288 2,003,589 710,292 729,363 371,604 1,811,259

Unallocated corporate assets KA A AEE

~ Pledged bank deposits -BERROER 47,080 45,430
- Bank balances and cash ~ ~$/TEBRRES 20,174 22,84
- Others -Hth 53,735 33,569
Consolidated total assets ~ GALEE 2,324,578 2,113,100
Segment liabilities HHEE 130,930 653,401 261,568 1,045,899 233523 373,624 227,902 835,049
Unallocated corporate liabilities £ E 22 E 107,612 114,618
Consolidated total liabllities ~ GAZA[E 1,153,511 949,667
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4.

TURNOVER AND SEGMENT INFORMATION 4. #XZEK9IPER

(Continued)
¢) Other information o HaER
Group & E
2013 2012
B-=F ZF-If
Own-brand ODM  Bare hattery Own-brand ODM  Bare battery
busingss  business cell business Others Total business busingss  cell business Others Total
R Ea)

BEEERE REEXR SN Efo it aEmERE  REERE  EIRH Rt it
RMBOOD  RMBO00  RMBOOD  RMBO00  RMBOOD  RVBO0  RMBOOD  RVBOOO  RMBOOD  RVBIO00
ARMTR ARBTZ ARMTR ARBTZ ARMTR ARETL  AREIT  ARRTR  AREFT ARETR

Addions to property,  FENE - BiR

plant and equipment Rk 3,416 41,195 12,055 9,515 66,181 8,767 9,797 28,068 251 46,883
Addiions to intangible B EF/EE

assels - - - m m 53 - - 547 600
Depreciation of property, 1% * BER

plant and equipment SEnE 30877 2.1 8,701 1,993 63,842 40,380 2316 9,373 1285 75,354
Amortisation of BpRERE

intangible assets (Note 14) ~ (¥izF14) 13 - 51 1,294 1,358 6,539 - 52 1,191 7782
Impairment loss on EVEENA

intangible assets (Note 14) 5 (HfzE14) 12,529 - - - 12529 68437 - - - 68437
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4. TURNOVER AND SEGMENT INFORMATION 4.

(Continued)

EEENTHER @)

d) Turnover from major products d FEEMWEER
The Group’s turnover from its major products were as REBFZEMMEERNT ¢
follows:
Group
rEE
2013 2012
—E—=F —T—CF
RMB’'000 RMB’000
AR¥T T AREFT
Own-brand business — SCUD brand: BHEMEER - RERRE
Mobile phone battery FHET M 171,364 306,605
Power bank BEHER 276,211 100,856
Chargers FTER 7,436 7,032
Bluetooth headsets EEFEMK 4,858 27,185
Others Hit 5,232 4,383
465,101 446,061
Own-brand business — Chaolitong brand: B7& REER — BB RME
Mobile phone battery FHEBA 75,842 224,406
Power bank BHER 78,384 24,173
Chargers FTESE 11,352 27,367
Others HAit - 278
165,578 276,224
Own-brand business BERBER 630,679 722,285
ODM business: RERRET MBS
Mobile phone battery FHEM 1,392,489 637,927
Power bank BEHER 142,621 145,811
Notebook computer battery SEARBIEE M 19,494 16,874
Others Hih 19,911 19,744
ODM business RERRTREEEE 1,574,515 820,356
Bare battery cell business: BREK
Lithium-ion bare battery cells BEEFES 174,565 273,595
Others Hih 12,731 5,384
2,392,490 1,821,620
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TURNOVER AND SEGMENT INFORMATION 4. #XZEK9IPER

(Continued)

e) Geographical information e) HEER
Analysis of the Group’s turnover and results as well as REE 2R E T 58 D AREE
analysis of the Group's carrying amount of each relevant EEBREEDTUARKEEGES HH
segment’s assets and additions to property, plant and HEEERREWZE - BB KRB RET
equipment and intangible assets by geographical market BENKREES T RERSEXIHRF
have not been presented as they are substantially generated BIE AR o

from or situated in the PRC.

OTHER REVENUE 5. Hfttz=

Group

AEME
2013 2012
—E—= —E——F
RMB’'000 RMB'000
AR¥T T AR T
Interest income T2 U A 4,900 3,817
Foreign exchange gain PE 5 U 25 6,505 -
Income from disposal of scrap materials  H & EERHEA 1,226 -
Processing income hnITHA 50 2,169
Sundry income Hilg A 5,309 5,331

17,990 11,317
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6.

104

PROFIT/(LOSS) FROM OPERATING 6.

ReETEEET S (E18)

ACTIVITIES
Profit/(loss) from operating activities is arrived at after charging/ KEEBRF (BB)EMR, (GFA)UTIE
(crediting): B:
Group
TEE
2013 2012
—=E—= —ET——4F
RMB’000 RMB’000
ARMT T AREFIT
Auditor’s remuneration: ZEEME
— current year provision — NEFEEE 1,872 1,998
— prior year (overprovision)/ —BAFE(RERE)
underprovision BETE (7) 1
Depreciation of property, plant Y - BEREENTE

and equipment (including (BIET TR KRR A F

depreciation recorded in EOF7IN=3

research and development AR#15,930,0007T

costs of RMB 15,930,000 —E——4F:

(2012: RMB17,334,000)) ANER#17,334,0007T)) 63,842 75,354
Amortisation of intangible assets A E 1,358 7,782
Impairment loss recognised on EREKE S HBRERRE -

trade and notes receivables, FERNFEIR - Be REAMERK

prepayments, deposits and HIBMERHBEERE

other receivables 29,008 28,865
Reversal of impairment loss TEFEWE 5508 RFEW R

recognised on trade and notes TERFRIE ~ e R EADEL

receivables, prepayments, FIBRER O R EEER D

deposits and other receivables (3,578) (945)
Write down of inventories MR FEE A &5 E

to net realisable value 25,395 10,945
Write off of inventories RETFEBRARX

recognised as an expenses 1,607 8,321
Loss on disposals of property, HEWE - BE &&E

plant and equipment EEEE 2,838 5,813
Cost of inventories recognised WRER IO FERAR

as expenses 2,020,361 1,527,190
Operating lease rentals for office premises ~ PIAEWHELLHS 23,521 26,831
Impairment loss recognised on M EERRABERE

intangible assets 12,529 68,437
Research and development costs 75 K FA B Ak 2K 85,402 72,271
Staff costs (Note 7) B TARA(MEET) 227,561 176,717
Net foreign exchange (gain)/loss P& (W) /B85 8E (6,505) 245
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STAFF COSTS 7. EIRA&
Group
REE
2013 2012
=—5—= —E——F
RMB’000 RMB’000
AR¥T T ARETIT
Directors’ remuneration (Note 8) EEM2 (MIFES) 1,029 988
Other staff costs Hi B TR A 235,184 182,877
Retirement benefits scheme R ET B R
contributions 18,834 13,728
Less: Staff costs included in W P A I R AR
research and development KB IR
costs (27,486) (20,876)
227,561 176,717
DIRECTORS’ AND EMPLOYEES’' REMUNERATION 8. EEREEME
a) The information disclosed pursuant to Section 161 of the a) WBEBBQRAFEMNEICVEAREENER
Hong Kong Companies Ordinance is as follows: s
Group
TEE
2013 2012
—E-—=F T
RMB’000 RMB’'000
AR®T R AREETF T
Salaries, housing allowances, e (TEER - HaR R
other allowances and benefits in kind EYEF 715 672
Fees e 280 283
Other emoluments: Hiufs -
Retirement benefits RARE TR &
scheme contributions = 34 33
1,029 988
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8. DIRECTORS’ AND EMPLOYEES' REMUNERATION 8. EEN{EEM £ &)
(Continued)

b) Details of emoluments paid by the Group to the directors b) AEERESIANMMSFBERT
are as follows:

2013 2012
E-=F —T——fF
Salaries, Salaries,
housing housing
allowances, allowances,
other Retirement other Retirement
allowances benefits allowances benefits
and benefits scheme Total  and benefits scheme Total
in kind Fees contributions emoluments in kind Fees contributions ~ emoluments
ik Fe-
EERE fEERE
AR BINER Eftr2d RIRER
RENERN we  HEER aMe REDET we B &He

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000
ARBTR ARBTR ARBTR AR®TR ARETR ARETR  ARETR  ARETR

Fang Jin Yika - - 8 8 - - 7 7
Guo Quan Zeng D5 500 - 10 510 500 - 12 512
Huang Yan B 95 - 8 103 76 - 7 83
Zhang Li FR 120 - 8 128 9% - 7 103
Loke Yu ) - 160 - 160 - 163 - 163
Wang Jing Zhong ~ TELR - 60 - 60 - 60 - 60
Wang Jian Zhang ~ TEE - 60 - 60 - 60 - 60
Total &t 715 280 34 1,029 672 283 33 988
During both years, none of the director has received any R MREEE B8 S mAEEE
bonus payments paid by the Group. E{a 884 o
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DIRECTORS’ AND EMPLOYEES' REMUNERATION 8. EER{EEME &)

(Continued)

c) The five highest paid individuals include two directors for 0 HEZFT—=F+-"A=1+—HLFE H
the year ended 31 December 2013 (2012: two), details of EESHFMALBEEREG(ZE——F: W
whose emoluments are set out above. BEE  FEZMEFBEEN X -

The emoluments of the remaining three (2012: three non- EHR=-R(ZE——F: ZEZEER)ES
director) highest paid individuals are as follows: FA TR ST
Group
REE
2013 2012
—E—= —E——F
RMB’000 RMB’000
ARET T ANREEF T
Salaries, bonus, allowance e e EAR
and other benefits E b fEH 2,219 2,066
Retirement benefits scheme RIREFIETE
contributions K 35 32
2,254 2,098
The emoluments of the remaining non-director, highest Eftmm T EESEA TSN FUT
paid individuals are within the following bands: #E -
Group
TEE
2013 2012
—E—=F —E——F
Nil to RMB786,200 Tz AR#E786,20070
(equivalent to Nil to (ZRIZZ1,000,000/87T)
HKD1,000,000) 2 2
RMB786,201 to RMB1,572,500 AR¥E786,20170E AR#E1,572,5007T
(equivalent to HKD 1,000,001 (181,000,001
to HKD2,000,000) %2,000,000/87T) 1 1
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ITVAAY

8.

9.

10.

108

DIRECTORS' AND EMPLOYEES' REMUNERATION
(Continued)

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

8. EEREEME &

d RBEFEAR  AKEHERNLZRZSH
AL(BREERES)XNEMHE
TE RS AR B 3 A0 A 7R £2 (B 5 1Y 22
B SRERMIAME - RMEFEA
WEEEHERIAME  ETSEEER
BeXBZmEFHL

FINANCE COSTS 9. RERA
Group
rEE
2013 2012
—E-=F —E=——fF
RMB’000 RMB’'000
AR¥ET T ANREEF T
Interest on bank borrowings RITEARFIE 15,599 11,747
Interest on discounted notes receivable  FEURALIRZIEHIF B 10,351 1,966
Other finance costs E B E KA 21 90
25,971 13,803
TAXATION 10. Bi1E

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

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

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

HRARRBAGMFASRSHEMADEERE
MBIE B EARE T ERXBEEMENT
BRBIRSN - AR R EAE L RIAEE

HREMFAREENEMEIFRBAEL -
TRIERBEE - MATEREE LML E
REPARNFRGF/RBEBE UL EREE
FSTAE LB -

TECEMEREERERABBRERR
KA BT IR A& A AT R A TR -
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10. TAXATION (Continued)

On 17 January 2012, Scud Electronics was approved to continue
as an Advance and New Technology Enterprise (“ANTE”) for a
period of 3-year effective from 1 January 2011 to 31 December
2013 according to the approval document Ming Ke Gao [2012]
No. 1, and is subject to income tax at 15% accordingly.

Scud Shenzhen and Shenzhen Hongde were recognised as ANTE
in 2011 and the certificate numbers are GR201144200302 and
GR201144200288 respectively. Under the PRC Enterprise Income
Tax Law Article 28, Scud Shenzhen and Shenzhen Hongde are
subject to income tax at 15% in 2012 and 2013.

Shenzhen Nalon was recognised as ANTE in 2012 and the
certificate number is GR201244200041. Under the PRC
Enterprise Income Tax Law Article 28, Shenzhen Nalon is subject
to income tax at 15% in 2013.

Pursuant to the PRC Enterprise Income Tax Law, Scud Battery,
Chaolitong Technology Co., Ltd. (“Chaolitong Technology”),
Scud Beijing, Scud (Guangzhou) Digital Technology Co., Ltd.
(“Scud Guangzhou”), Dongguan Hongde, Fujian Green Energy,
Fuzhou Thousand Island, Scud New Energy and Hongde New
Energy are subject to income tax rate at 25%.

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

10. ®iE (%)

RIE——F—A++tH REBREFRER
XM ER 20121 SR AR B R RTE BRI
eER(RHXMEE]) AT ——F—A—
REE-F-—=F+-A=+—Hit  B¥H
R=F  BAHEZRE15% HNFSH -

FIREBREFIBEERN T ——FER
EABTBEMLE HIIERES A
GR201144200302 % GR201144200288 - 1§ &
qﬂlm%ﬁﬁ SRUEE T IRINRER K
AIBE_E——FR T =FEHEI%
%%Wqﬁfr SH o

RIAEER T ——FERTE A= H D
¥ EILE//EY BGR201244200041 © 1R F
EEMBREE =+ U RYIBFE=Z—
ZERTB RS %EMTEH

RFEFBMBEMEEE - REBREM  RIIT
BAOBBKEERAG(BABERZR] bR
RER - BMRERSIBHEMAER AT EM
RER]) REBE - BRERGZBER - 2N
F& -« REBRFEER LB ENERZASHE
25%BMFTIS T ©

u+)\:ﬂ'\/\”& %mf/‘%lﬁui‘ QD—F

Group
TEE
2013 2012
—E-—=F —E-_fF
RMB’000 RMB’000
AR¥T T AREFT
Current tax — PRC BNEARIE —
Enterprise Income Tax: REFTEHT
— Tax for the year —RNFEHIE 8,980 13,353
— Underprovision/(overprovision) —UEFE
for previous year BETIR(BEEE) 100 (100)
Deferred tax — current year (Note 15) IRIERIE — BN (MI3E15) 10,574 (35,703)
Taxation 18 19,654 (22,450)
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10. TAXATION (continued)

10.

The reconciliation between profit/(loss) before taxation and

taxation in the consolidated income statement is as follows:

BB )
RERA KRR - ERNBBATEF, (58)8
HIEREERDT ¢

Group
TEE
2013 2012
—=E—= —E——4F
RMB’'000 RMB’'000
AR¥T T AREFT
Profit/(loss) before taxation BEALER(BE) 47,128 (215,056)
Tax at tax rates applicable R REEREROT X
in the relevant jurisdictions HERIE 456 (53,260)
Tax effect of expenses not AT AT B SR 2
deductible for tax purposes 13,329 24,577
Tax effect of income not taxable BARBWMA NG E
for tax purposes (10,259) (5,712)
Tax effect of temporary differences SRR R R SRR TS
not previously recognised 1,862 -
Underprovision/(overprovision) URTFEEREBTE, CREREE)
in prior years 100 61)
Tax effect of tax losses RERTIEE BN E L2
not recognised 18,952 14,215
Tax effect of withholding tax IR B pA R B Ak 7 Y A B A
at 5% on the distributable A 53 K& AR5 %
profits of the Group's NTET R g 2
subsidiaries established in
the PRC 2,040 -
Utilisation of previously B) AR AR ERBIEE B
unrecognised tax losses (630) (65)
Effect of concessionary rate AR B A A E R T RER
granted to the PRC subsidiaries o)== (6,196) (2,144)
Taxation I8 19,654 (22,450)
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11.

12.

DIVIDENDS

A final dividend for the year ended 31 December 2013 of
HK$0.01 per share, amounting to a total final dividend of
approximately RMB8,114,000, is to be proposed for the approval
of shareholders at the forthcoming annual general meeting of
the Company. These financial statements do not reflect this
dividend payable.

No final dividend was declared for the year ended 31 December
2012.

EARNINGS/(LOSS) PER SHARE

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

11.

12.

KRE

HE - Z—=F+_"A=1+—HILEENKE
f& B EFRR0.01B LB A RS, 114,000
BRAABEEREBFRE LIRE FREL
A o AP FRR B ERAR S o

HE-Z——F+-A=+—HIFETET
IR RIS,

BRER(EE)

AR TR AR SRERRBERT
(B8RRI TR a5

Group
rEH
2013 2012
—B8—= —E-F
RMB’000 RMB’000
AR¥T T ARBTT
Earnings/(loss) for the purposes of AEEREARRN, (BB REEN
basic and diluted earnings/(loss) 2BF, (E8) (RARERSE ARG
per share (Profit/(loss) for the REZHM,(BE))
year attributable to the equity
holders of the Company) 38,294 (162,815)

Number of ordinary shares

ZEREE
2013 2012
—E-=F —E——F
‘000 ‘000
K F &t AF&T
Weighted average number of STEEREAREEAT, (BB
ordinary shares for the purpose LA N
of basic and diluted
earnings/(loss) per share 1,032,001 1,032,001
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13. PROPERTY, PLANT AND EQUIPMENT

112

13. 9% - RERRE

Electronic
equipment,
Land under furniture Leasehold
finance lease Plant and Motor and fixtures Construction Improvements

MEME  Bulding Machinery  Vehides EF&E: inprogress  Moulds il Total

ETi BF BERER FE GAREE  ARIE BE  hEsg it

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000

ARBTT ARETT ARHTT ARMTT ARETR  ARETR ARETT ARETT ARETR

Group 158
Cost 7S
1 January 2012 ZE-ZE-f-H 12,904 106,797 247557 11,774 94919 - 33,00 102,265 609,268
Additions AE - - 26,502 1,146 6,589 426 3,445 8,715 46,883
Disposals i - - (22,630) (281) (1,700 - (1843 (30,024) (56,478)
31 December 2012 ZB-ZE2fI1-8 1904 106797 5149 1269 99308 06 MEH  BI06 S6M
Additions HE - - 28514 4,356 271597 - 5409 295 66,181
De-recognition from disposal of subsidiaries ~ KE HENB LR R - - (4,100) 213 (23%9) - (762) (29%)  (10390)
Transfer from{to) construction in progress i /(A JER T - - 426 - - (426) - - -
Disposals it - - (4,976) (1018 (11,199) - (10839 (10541)  (38372)
31 December 2013 “E-zE{-R=t-B 12904 106797 271303 15764 113,848 - 28,662 67,814 617,092
Depreciation Iﬁﬁ
1 January 2012 “5-2%-5-A 1435 5073 63,524 5771 5,019 - 1128 57,211 210227
Charge for the year TEERR 258 5073 30472 1297 6,992 - 5,641 25,621 75,35
Disposals i - - (10,230 (267) (1559) - (1,682) (30,024) (43,762)
31 December 2012 “E-“E+ZB=t-8 1,693 10,146 83,766 6,301 61,452 - 25,087 52874 241,819
Charge for the year RERRY 258 5073 2337 1474 11411 - 4328 16,961 63,842
De-recognition from disposal of subsidiaries ~ KE HENB LR T - - (1,241) (114) (1,667) - (595) (1,307) 4.924)
Disposal tE - - %) @1 (1057) -0 @MY G264
31 December 2013 “E-zE+-R=t-B 1,951 15219 103912 7,300 60,625 - 18,878 60,388 268273
Net book value GEFE
31 December 2013 S e 10,953 91,578 167,391 8,464 53,223 - 9,784 7,426 348,819
31 December 2012 Z5-Z§tZR=1-H 11211 9,651 167,663 5838 38,35 426 9,57 28,14 357,854
Certain motor vehicles have been pledged by the Group in REFDBEFREHRTFTIERT (E5—EE

favour of a bank to secure a bank loan granted by a bank to the

Group (see also Notes 20 and 26 below).
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14. INTANGIBLE ASSETS 14. BILEE
Non-
Distribution Trade  Domain  Employee  compete
network names names  contracts agreements Goodwill  Software Total
(Note ) (Note ii) (Note i)
AR i HE EREH  THEDE B gk b
() (i) (BzEii)

RMB'00D  RMB000  RMB'000  RMB'O00  RMB'00D  RMBOOO  RMB'O0  RMB(00
ARBTRL ARRTR ARBTR ARBTR ARETR ARETR ARETL ARETR

Group e ]

Cost S

1 January 2012 “3-25-A-H 97,664 100,958 74 58 350 6,200 8,308 213,612
Additions #i - - - - - - 600 600
31 December 2012 “EZ--F+-B=1-H 97,664 100,958 74 58 350 6,200 8,908 214,212
Additions £ - - - - - - m 779
Disposals hrt= - - - - - - (29 (29
De-recognition from disposal of subsidiaries R & HENBR TEVA |- - - - - - - (1) (77)
31 December 2013 “F-ZF+-A=1-H 97,664 100,958 74 58 350 6,200 9,581 214,885
Amortisation and impairment BERAE

1 January 2012 “F--%-8-H 55,249 28611 74 58 350 6,200 2,558 93,100
Charge for the year TEERX 6,525 - - - - - 1,257 1,78
Impairment loss HEEE 35,890 32,547 - - - - - 68,437
31 December 2012 “Z-—F+-F=t-H 97,664 61,158 74 58 350 6,200 3,815 169,319
Charge for the year TEERR - - - - - - 1,358 1358
Disposals tE - - - - - - 29) (29
De-recognition from disposal of subsidiaries & £ EMB A AR 18T - - - - - - (31) (31)
Impairment loss HEEE - 159 - - - = - 1259
31 December 2013 e Sy 97664 73,687 7 58 30 6200 5113 183,146
Net carrying amount BEEE

31 December 2013 “Z-=f+-F=1-H - 21,21 - - - - 4,468 31,739
31 December 2012 “Z-—F+-F=1t-H - 39,800 - - - - 5,093 44,893
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14. INTANGIBLE ASSETS (Continued)

Notes:

114

i)

iii)

Distribution network represents the sales network of the
“Chaolitongi /138" brand, covering second tier and third
tier cities, towns and villages in the PRC. An impairment of
distribution network of RMB35,890,000 was made in the
year of 2012. Distribution network was fully impaired since
31 December 2012.

Trade names comprise 7 trade names. The trade name of
“Chaolitong#8 /738" is a popular brand which has obtained
the general recognition of consumers in rural areas and
second tier and third tier cities in the PRC. Trade names
have been allocated to the single cash generating unit
("CGU"), Chaolitong. The recoverable amount has been
determined based on value in use calculations. These
calculations use cash flow projections based on financial
budgets approved by management covering a five-
year period. The cash flows beyond five years have been
extrapolated using a steady 3.12% per annum growth
rate (2012: 3.19%). The pre-tax discount rate and post-
tax discount rate applied to the cash flow projections are
22.58% (2012: 22.11%) and 17.49% (2012: 16.74%)
respectively. Another key assumption in the value in use
calculations is the pre-tax royalty rate of 2.75% (2012:
2.75%) which is determined based on the discussions with
management, review of publicly available data on trade
names and the guideline royalties.

Due to an adverse change in the market conditions, the
sales volume and profit margin of replaceable backup
batteries and accessories for feature mobile phones declined
significantly in recent years. As a result, the sales revenue
from the “Chaolitong#8/7i8"” brand recorded a sharp
decline during the year. The value in use so calculated is
lower than the carrying amount. As a result, an impairment
of trade names of RMB12,529,000 (2012: RMB32,547,000)
was recognised in the current year. The loss is included
in “Administrative expenses” in the consolidated income
statement.

Goodwill arising from the acquisition of the “Chaolitong
B 71 #@" brand is attributable to the anticipated revenue
growth, profitability, future market development and
anticipated future operating synergies from the combination.
An impairment of goodwill of RMB6,200,000 was made
in the year of 2009. Goodwill was fully impaired since 31
December 2010.

i)

iii)

4. BILEE #)
5T
i 3 34 48 4% #6[ Chaolitongit8 77 18 | 4 b2 /9
WMERE = @ EE RN
BDHERE - M E——FRARE

35,890,0007T .7 5 sHA B IELIRE - A=
T-—F+-F=+—H HHEBPLDE
HURME -

e E7TE R - FChaolltongijﬁﬁJ
MIENEZARZENN RS  EEHE
: CRETMBELREBENTER
c B DB E—HEUR AL BN
(Fiﬁﬁiiﬁfﬁb BB e AT UL
HBEDBREFREEET - ZTEHFERAR
BEEEBIERERFHNMBBENR
©RBA - AFEMNBESRERFESF
WREEREINIHWERHEE(ZZT——F
3.19%) ° &R IER BB 2 B ATELEIR &
N &BIRE 5 R A22. 58% (_;—:
F22.11%) B17.49% ( — T — — 4 ¢
16.74%) - ;T EFEAEERHNS —EEE
B AIRIFEHREIEBETEN - BE MM
R AFATEEUE R R R S T MR AT
B EBR275%(ZF—ZF:2.75%) °

A TSR R FI & B - BRI Ee
R B B E A Em&ﬁﬂa%@a#m%
ESMEFEAFREZETRE - Bt - B
R4+ [Chaolitongit8 /718 | i hg & ¥ 28 8%
BRI TE - NEBRIRRTEMFEREEK
RN RTE - Btk - AR¥12,529,000
T(ZZE—=—F : ARM32,547, ooofc)z
SIRENENRER - ZEBIHASS
WeamRM TR ] ©

U &l ChaolitongiB N B | MIEEE Z
%EEE@%%EEZEE@H&éiE i
FEET » RERMGERE RTEIRRLE
BEMEH - N=F ?hiﬁ‘ﬁ}\ﬁ’%
6,200,000 7 A EELIRE - B-F
TFE+_A=1+—0 BEZEHERE-
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For the year ended 31 December 2013 HHE - F—=F+-A=+—HI FZ

14. INTANGIBLE ASSETS (continued)
Notes: (Continued)

4. B EE %)
GERIC )

A B AR E ke ETE

iv)  The Group carries out annual impairment tests for goodwill iv)

and trade names with indefinite useful lives, or more EREAR  siiiEmEEER TR
frequently if there are indications that these intangible ﬁ' RIS pnsa= 7T I B - PTUREE 2

assets might be impaired. The acquired distribution

DR - TEF RS BEAH - BB

network, non-compete agreements, employee contracts,
domain names and software are amortised on a straight-
line basis over their respective estimated useful lives.

v)  The amortisation charge recognised for the year is included

in “Administrative expenses”
statement.

in the consolidated income

v)

&thFLAE%?/H mEREBZEFHERF
HAMETTHESH o

AERERNBHERAZD

Tﬁﬁﬁ(ﬁ-ﬁiJIﬁT °

I}

W

& Uas

BX
St

15. DEFERRED TAX ASSETS AND LIABILITIES 15. ERENELEHESERERE
RECOGNISED
The components of deferred tax assets/(liabilities) recognised RERNEGETBERARERNIRERIEE
in the consolidated statement of financial position and the E/ (RIS RESH N T:
movements during the year are as follows:
Impairment
loss on
tradeand  Accelerated Provision Undistributed
other  accounting for Loss profits of
receivables  depreciation warranty onrefund  subsidiaries Tax loss Total
EWEAFE
REMER & EniB ER HEARN
FEREER EithE Efe EE% b pideil REEE )
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT AREFT AREFT AREFT ARETT AREFT AREFT
Group 158
1 January 2012 RZE-—5-f-H 1,035 39 174 - (3,320) - (1472)
Crediticharge) to the consolidated ~ RMEAKEZRAE A/ (1)
income statement 429 (39 (156) 35,469 - - 35,703
31 December 2012 T-—F+-F=1-H 1,464 - 618 35,469 (3,320) - 34,231
Crediticharge) to the consolidated Mﬂﬁlﬁuﬂuﬂ\/ k)
income statement 305 - (84) (35,469) (2,040) 26,714 (10,574)
31 December 2013 RZF-=F+-fA=+-H 1,769 - 534 - (5,360) 26,714 23,657

115



SCUD GROUP LIMITED

REBREBEFRAF

ANNUAL REPORT 3§ 2013

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fra MR R AR MR

For the year ended 31 December 2013 HHE - F—=F+-A=+—HI - FZ

YA AS

15.

116

DEFERRED TAX ASSETS AND LIABILITIES
RECOGNISED (continued)

The Group has tax loss carry forwards amounting to
approximately RMB75,928,000 (2012: RMB96,119,000) which
relate to subsidiaries that have a history of losses and may not
be used to offset taxable income elsewhere in the Group. These
subsidiaries have no temporary taxable differences which could
partly support the recognition of deferred tax assets. Also, there
are no tax planning opportunities available that would further
provide a basis for recognition.

If the Group was able to recognise all unrecognised deferred tax
assets, profits would increase by approximately RMB18,982,000
(2012: loss would decrease by approximately RMB24,030,000).

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

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

15. EBERNELEHRBEEEREE 2

REEBHEEBIEEEL ARK75,928,0007T
(ZZ—=—%F : AR®96,119,0007T) * tZEE
B R BB E BB QR &R AT IE
HASEEH MM T B ERTWA - LEWBA
BN AR AT E0 D S B RIRIE T IR B E A JERR B
R ER o WA WERIEBE SRS E—F
IR RERELE o

MASEEEILMABEARRANECHRBEER
2 BFBIE I A RK18,982,000T( — & —
—F  EEERE A ARE24,030,0000T) ©

BIERBECEMSHEZEKGRE=T 1K
SN B EMETERINEIREE DB IR
2 RBBLURRIE T B EMET -
BIEPBESERMEBIAE MK BAZENR
EH20%  MARBEFRBECEMEREE -+t
kP EMCEMSTOEERGENENL+—1&
FHBERTEINHRERE10% - RIB(RHAES
BRI T U B TS it S & S B AN LA
IRTZHE) - LFEHRBIRE25%s A PR
WEBMBER @ AHRESRES%EMNRETE
HH -

SIRBHHBEEARRBEBIN _ZEZN\FZ
AZ+—AMEBhar (R EEMEHETE
BHEMBM) (BF[2008]15%) - —ZTENF
ZRERECERKNBRERSEFE - £
TETN\FHUESBELAIEIREER - AR
BOEMRBHR: M-S N\FUEFEIG
BECERFISHE SR - BX LBz
FT{S B A G BB 610 R HAF A& e 4R Rl A b 3¢
Fis®ie At - ATHBRARMKE ST N\F
— A — BFRREERR T M AR BB ER5 %
BTEHIFL
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15.

16.

DEFERRED TAX ASSETS AND LIABILITIES
RECOGNISED (continued)

At 31 December 2013, the Group's share of aggregate amount
of temporary differences associated with retained earnings of the
Company’s PRC subsidiaries was approximately RMB239,869,000
(2012: RMB176,855,000). Deferred tax liabilities have not
been all provided for in the consolidated financial statements
in respect of the Group’s share of temporary differences
attributable to retained profits of the Company’s PRC subsidiaries
as the Group is able to control the timing of the reversal of
the temporary differences and it is probable that the temporary
differences will not reverse in the foreseeable future.

15.

CHERANEEHEEEREGE®)
W-T—=fF+-A=+—0  KEEEESE

RATIFRENBARRERNEENERELE
AR AEH239,869,000T( —TE——F : A
R 176,855,000t ) © H A 7N 5 [ A] 4% ) 8 )
B ERE o RRE - BEREERT R ERET
R AEELEREEAQ BT EKEA
RIRBBFIEIE 2 FTE B Z R RS 58
RELIBELERIBE ERE -

DUE FROM A RELATED PARTY/AN ASSOCIATE 16. BEUREREA LT H& A TIFHIE
The amounts due from a related party and an associate are FEUR B BB A 1 K FE UGBS & N B Y 3008 A K
unsecured, interest-free and repayable on demand. 1 R REREREES
The information disclosed pursuant to Section 161B of the Hong RIBEEFA QTGN E161BIEAR BN ER
Kong Companies Ordinance is as follows: N
Group
AEHE
Maximum amount
outstanding Balance at Balance at
during the year 31 December 2013 31 December 2012
FAKEE R-B-ZHF+=F RZT—_F+-A
EatE =+ —-BHEe =+ B
RMB’000 RMB'000 RMB000
ARBTR ARBT T AEETFT
Scud Stock (Fujian) Co., Ltd. (Note 1) BERERBRNHBRAR (M) 2,651 1,929 2,028
Scud Guangzhou (Note 2) BMRERE(FE2) 1,075 1,075 -
Note: PEE

1. Scud Stock (Fujian) Co., Ltd. (“Scud Stock”) is a company
with Mr. Fang Jin and Mr. Guo Quan Zeng being common
directors and shareholders.

2. Scud Guangzhou became an associate of the Group during
the year (see Note 28a).

1. RERERBRMNERRE(TREREMD )
R—EATEEERBRIEELERLARE
ERBRHAE

2. RER - BMREBKBEIEENESA
A (RF5E28a) °
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17. INVENTORIES 17. 78

Group

rEE
2013 2012
—E—=fF —E——F
RMB’000 RMB’000
ARBT T AREFT
Raw materials R 130,336 156,352
Work in progress S 70,624 95,319
Finished goods EKm 73,919 101,973
Goods in transit TEEm 154,791 117,326

Less: Provision for write down R WORE A B IR R E 2 B

to net realisable value (5,683) (10,945)
423,987 460,025

During the year, RMB25,395,000 (2012: RMB10,945,000) was
recognised as an expense for inventories carried at net realisable

F R ARM253950007( =T — ZF:
A R #10,945,0007T ) T R B ik n] B3 F
BIENFERS ZBEEBERAAHBEERLK
(MizE6) o

value. This is recognised in cost of sales (Note 6).

18. TRADE AND NOTES RECEIVABLES 1. ERESZREREKREE

Group

AEME
2013 2012
—E—=F —ET——F
RMB’'000 RMB’'000
AR T AREEF T
Trade receivables JEUWE 5 5K18 542,642 574,070
Notes receivables K EE 45,187 93,065
587,829 667,135

Less: Allowance for bad and B RIBIREBE

doubtful debts (11,782) (34,476)
576,047 632,659
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18. TRADE AND NOTES RECEIVABLES (Continued) 18. EWE S HEREWERE &)

An aged analysis of trade and notes receivables at the end of BIEEEH  EHNBREEZERRS MBS R
the reporting period, based on the invoice date and net of BIFEUE 5 RUE KB ERIR BRI ST T ¢

allowance, is as follows:

Group
rEE
2013 2012
—E-=F %
RMB’000 RMB’000
ARB T AREFT
0 to 60 days 0£60K 314,418 350,561
61 to 180 days 612180k 160,532 208,215
181 to 365 days 181E365K 92,908 50,352
1 to 2 years —EWF 7,357 21,547
2 to 3 years M=% 832 1,984
576,047 632,659
The average credit period granted on sale of goods ranged from LTHEEMHNTHREHR AN TE0E90H -
60 to 90 days.
Movements in allowance for bad and doubtful debts during the FRRZERBENEHNOT
year were as follows:
Group
rEE
2013 2012
—E—=F —E——F
RMB’000 RMB’'000
ARBT T AREFT
1 January —H—H 34,476 8,257
Impairment losses recognised EERBEEE 26,892 26,715
Impairment losses reversed EHEDREEE (1,790) (496)
De-recognition — loss of control  #IFHERR — KA B D BlEHI4
of subsidiaries (47,796) -
31 December +=ZA=+—8 11,782 34,476
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18. TRADE AND NOTES RECEIVABLES (continved) 18. EWWE S HEREWERE #)

The aged analysis of the trade and notes receivables that are %81 BRME I AR (E B B U 5 R TE I IR R
past due but not impaired is as follows: BRI HATAA T ¢
Group
rEE
2013 2012
—E—=£ —E——F
RMB’000 RMB’000
AR¥T T AREFT
Less than 6 months past due wER BN E A 164,299 163,313
Over 6 months past due BHERNME A LA 49,170 37,571
213,469 200,884
Receivables that were past due but not impaired relate to a HEAE Y KR E R ERZTIER R A DS
number of independent customers that have a good track record EEMEAENEFRE B ITFMRELE o RiFUAR
with the Group. Based on past experience, the directors of the B KAFESREEAAEERBIEEEREAN
Company are of the opinion that no provision for impairment WE - MEKBEIRENZ2HEKE - HTE AE
is necessary in respect of these balances as there has not been L SR HE TR E B o

a significant change in credit quality and the balances are still
considered fully recoverable.
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19. PREPAYMENTS, DEPOSITS AND OTHER 19. Fa{t%1E - 4 R EMEWEIE
RECEIVABLES

Group
AEE
2013 2012
—E-=F —E——%F
RMB’'000 RMB’'000
ARET T AREEF T
Advance to suppliers [ FE R AR 254,941 119,144
VAT recoverable AR EEER 7,811 27,217
Deposits paid for acquisition of ~ BEEWE - HE L&
property, plant and equipment HEfiZe 38,934 3,289
Refundable deposits AR EE S 2,748 2,411
Consideration receivable on U E @B A B E
disposal of subsidiaries 9,000 -
Others EHiph 7,266 4,729
320,700 156,790
Less: Allowance for bad and B RIBREBE
doubtful debts (3,378) (3,050)
317,322 153,740
Movements in allowance for bad and doubtful debts during the FRRZERERBENEEHNOT -
year were as follows:
Group
AEE
2013 2012
—E-=fF —E—fF
RMB’000 RMB’000
AR¥ET R AREFIT
1 January —A—H 3,050 1,349
Impairment losses recognised EERREEBRE 2,116 2,150
Impairment losses reversed [SEEIbEREY 3] (1,788) (449)
31 December +=-A=+—8H 3,378 3,050
None of the above assets is past due. The financial assets N FEEILAREE - L ESRBEBEEBEER
included in the above balances relate to receivables for which SRIE B BT & B T LA BN AR B 490 8% o

there was no recent history of default.
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ITVAAY

20.

21.

122

PLEDGE OF ASSETS

At the end of the reporting period, the following assets have
been pledged by the Group in favour of the banks as guarantees
for the issuance of bank accepted notes for payments to

20. EEEH

RS MR RE  AREE ST ERER
FIRAT + (e T P 3R T 85 1 SRAT A LB
EIER

suppliers:
Group
rEE
2013 2012
—E—=5F —E——%F
RMB’'000 RMB’'000
AR¥T R AREEF T
Motor vehicles RE 710 795
Bank deposits RITFER 239,424 143,684
Notes receivables R R % - 20,001
240,134 164,480
BANK BALANCES AND CASH 21.RITHERREAE

Bank balances and cash comprise cash held by the Group and
short-term bank deposits with an original maturity of three
months or less.

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

RITER LA BRAEEFENRSLRE
HIR A=A A A TH R BERITER ©

ARBITARE DY AR EmABEMEY
A - BPBINEE RGO RAERE HERE
EEERTE  AEEAEREREETINEL
BREBZIRITHRE -
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22. TRADE AND NOTES PAYABLES 22 BEHESRERENRE
Group
AEE
2013 2012
—E—=F —T——F
RMB’000 RMB’000
AR®T T ARBTT
Trade payables JERTE 5 5/1E 201,993 164,562
Notes payables FERRE 518,058 300,816
720,051 465,378
An aged analysis of trade and notes payables at the end of the RIEHEH RRERRERSENE S HIE
reporting period, based on the invoice date, is as follows: RERNEERNRESTOT
Group
AEE
2013 2012
—E—=F —E——F
RMB’000 RMB’000
AR¥T T AREFT
0 to 60 days 0Z60K 493,838 297,059
61 to 180 days 612180K 209,412 139,163
181 to 365 days 181E365K 7,501 16,641
1 to 2 years —EMF 6,122 9,345
2 to 3 years ME=F 715 2,044
Over 3 years =FF 2,463 1,126
720,051 465,378
Trade payables principally comprise amounts outstanding for ENESREXEREESIBERFERAD
trade purchases and ongoing costs. The average credit period RENFRIE - BHBEENEEHFHNF308
taken for trade purchases ranged from 30 to 90 days. £90H -
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23.LOSS ON REFUND

23. EmEIRE X

124

Group
TEE
2013
—%-=
RMB’000
AR®T T
1 January —H—H 97,071
Overprovision on refund policy under [FERR T #8138 ] e
“SCUD" and “Chaolitong” brands EETEIBE (3)
Overprovision for disposal loss BRIRER ARG (2,526)
Additional loss on refund of sub-brands A EFTIE 2] A2 E M
batteries for current period EfmBlgiEkR 13,229
Subtotal /INEF 10,700
Realisation BEEH (107,771)
31 December +=-—A=+—8 -

In the fourth quarter of 2012, the Group took initiatives to
communicate with its major distributors and made adjustments
to its market sales strategies. The Group implemented a refund
policy whereby the Group refunded its distributors for the
unmarketable mobile phone battery under “SCUDFREFR” and
“Chaolitongi8 /738" brands which they had previously purchased
from the Group during the period from 1 January 2010 to 30
June 2012, to offset trade receivables. This refund policy allows
the distributors to tackle the difficulties in overstocking and
capital turnover and to purchase new products with liquidised
capital. The refund plan was completed in the first half of
2013. In 2012, the Group made a provision for impairment
of the refund made in the fourth quarter of 2012, as well as
a provision for impairment loss due to the refund expected
to occur in the first half of 2013. The directors estimated the
provision for refund based on estimated quantity, agreed price
and net realisable value of the refunded products. During the
year ended 31 December 2012, the Group recorded an one-off
impairment in the amount of approximately RMB151,743,000
arising from the refund of own-brand mobile phone batteries
already made during 2012 and to be made in 2013, which
included approximately RMB97,071,000 provision for refund in
the consolidated statement of financial position.

pa

AEBE-T——FENFTREFHEZTADHE
P#EATRR - FAEMISHERE - AEEEK
EmBREEE  AoEmElRER_—E—%
FE—A—HE-Z——FXA=+H2HEME
REBEBEMEHEOISCUDRERR | @I K&
[Chaolitong#8 7738 | fn 2 F B b - LA 3K FE
W B 5308 o I EE fn B IR 3R 58 ) SH PR 15 DA AR
AEGFEBRRESEAE FNME  29HEEE
EeBEBAMER EmDKsEEn_2—
ZELEFERER R T——F  AEEDY
AT — ZFEINER E G B U E R E B
- AN FERTEARZZE—ZF F¥FR
ZEmBIRETS| B AR B8 KV R E B -
EERBEEWERVETEE  BEBBRA
BIRFE - ARTEMBWHEREE - REZR
—E——F+ZA=+-HLFER A5H
R ——FHERREREAR T —=F
Bl 2 B A e F B 0 1 — X Y R B
HEHAREE151,743,0007T © BIEFIRRERA B
BEARRE AL ARE97,071,0007T HY E & B Uk
Bt o

D
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23.

24,

LOSS ON REFUND (continued)

The refund plan for own-brand mobile phone battery products
was completed on 30 June 2013. The loss on refund during
the year represented overprovision for impairment of refund
policy under “SCUDFRTERR" and “Chaolitongi8 /7#8" brands of
approximately RMB3,000, a gain on overprovision for disposal
loss of approximately RMB2,526,000 and a loss on refund of
sub-brands other than “SCUDFRZERR” and “Chaolitongis /138"
brands within the current year of approximately RMB13,229,000.

23. EmEblWiE ke

BERBFUELERFIER T —=FX
A=+tB&R - REN - E@BKIBRBIEY
N AF E[SCUDFR E BR | Fl Chaolitongi® 77 i |
mEREGRBKBRBEREENRENARE
3,000 - EEEANBEREERENARE
2,526,0007T PA Ko AN 4F 3% A (9 BR[ SCUDFR E R |
Al Chaolitong#8 7148 | S 2SN Bl dh 2 F 1S
b EE fm BB R 49 A R #513,229,00077T ©

PROVISION FOR WARRANTY 2. EmRIBEES
Group
AEME
2013 2012
—E—=F —E——F
RMB’000 RMB’000
AR®T ARBET T
1 January —H—H 3,074 3,623
Release (o] (80) (549)
De-recognition — loss of control — #RIFFERR — =M B A B3 ke
of subsidiaries (59) -
31 December +-—A=+—H 2,935 3,074

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

EMRERBEEFSEETEEREBBELRK
EANREFHHE - pAKERINE A mE
Bt FREFENAEFLNREMR
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25. OTHER PAYABLES, RECEIPTS IN ADVANCE 25 HbpE(t=h1E - ARG B R ELT

AND ACCRUED CHARGES £ [
Group
rEE
2013 2012
—E—=fF —E——4F
RMB’000 RMB’000
AR¥T T AREFT
Deposits b ia 25,966 18,543
Payroll and welfare payables JE A< S B S A2 A 24,939 21,490
Accrued expenses FEETRI 3,424 4,012
Payables for acquisition of BEWXE  WEREE
property, plant and equipment FERT5RIA 4,710 1,477
Other tax payables H b e TIA 3,139 880
Withholding tax liability FENHIEEE 4,250 4,250
Others i 28,498 29,369
94,926 80,021
26. BANK LOANS 26. RITEX
Group
AEME
2013 2012
—E-—=F —E——F
RMB’000 RMB’000
AR%T T ARBEFTT
Secured bank loans EHEMRITER 422 5,549
Unsecured bank loans MEAIRITER 320,381 284,264
320,803 289,813
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26. BANK LOANS (continued) 26. RITER =)
The terms of repayment of the bank loans are as follows: RITETERFHUOT -
Group
AEME

2013 2012
—E—=F —T——F
RMB’000 RMB’000
ARBT T AREBTFT
Within 1 year or on demand —FAPIRER 320,511 289,390
After 1 year but within 2 years —FREMFER 147 130
After 2 year but within 5 years MEREBRAFRN 145 293
Over 5 years A F = -
Non-current portion e ENEL D 292 423
320,803 289,813
As at 31 December 2013, bank loans of approximately RZEB—Z=ZF+"A=+—0 " BHEHARYE
RMB422,000 (2012: RMB5,549,000) were secured by the 422,00070( =& — =4 : AR¥5,549,0007T)
Group's motor vehicles with a carrying amount of approximately HIRITE AR S ERE(EX AR 710,0007T
RMB710,000 (2012: RMB795,000) and notes receivables of (ZZ—=4% : ARR¥795,00070)#)/78ERLA
RMBNil (2012: RMB5,001,000) (see also Note 20 above). There REZT(ZF—=—F : AR¥S5,001,0007T)H)
were no other borrowings other than bank loans as at 31 FEWEBIERER (SR EXMFH20) c RZF
December 2013 and 31 December 2012. —=f+-_A=+-—-BRkZZE—-—F+=-A=

T—B  RB|TEFIMIBEEMEER -

As at 31 December 2013, the Company’s director and controlling RZB—=F+-A=+—H ARTNESF

shareholder, Mr. Fang Jin, has guaranteed certain bank loans FIERRR 77 @ S g m A BB B~ RIR 4R

made to the subsidiaries of the Group of up to an amount of SR &= EAR183,660,000(=ZF — =

RMB183,660,000 (2012: RMB175,326,000). F: AR®175,326,0000T) & TIRITE RE
HHELR o
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26. BANK LOANS (continued) 26. RITER =)
The average effective interest rates per annum (which are also AEEMNRITEFOEHERFE(MHEHERE
equal to the contractual interest rates) on the Group’s bank HFZ)NT -

borrowings are as follows:

Group
rEE
2013 2012
—EB-—=F —E——F
Average effective interest rate BB fERZ
on fixed-rate borrowings FHERAM X 5.25% 5.54%
27. SHARE CAPITAL 27. R
Number of
ordinary shares
of HK$0.10 each Amount
in Thousands RMB’000
HKR0.108 T
EZERRE ot |
T AR® T
Authorised: VERE
At 31 December 2012 and 2013 RZE——-Fh_ZT—=F+-_F=+—H 5,000,000 502,350
Issued and fully paid: EEITRHR
At 31 December 2012 and 2013 R-ZT——FK-_T—=—F+-A=+—H 1,032,001 103,014
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28. DISPOSAL OF SUBSIDIARIES

a)

Disposal of Scud Guangzhou

On 31 May 2013, the Group disposed of 50% of its 70%
interest in Scud Guangzhou to Lin Shi, an independent
third party, which in turn became a 20% owned associate
of the Group. The principal activity of Scud Guangzhou
was research and development, manufacturing and sales of
bluetooth earphones and other digital telecommunication

appliances.

28. HEMB AR
a) HEEMNRER

R-ZE—=FRA=1+—8 KEEHEB
MEZHMAREEEREMNRERTO%E
P EI50%AERS
BBE20% MBS AR - BMNRERE
DN EEE T B 2 B B A i 2
B BUERIHE o

Z AR A AR EE

RMB’ 000

Consideration received: BUARE - AR®T T
Consideration paid credited to share FF ABMRERRA A

capital of Scud Guangzhou BERRE 1,017
Analysis of assets and liabilities of the ERITHIENBARMEEREEBESIT RMB’ 000

subsidiary in which the control was lost: AR®T T
Property, plant and equipment Y - BB KRB 2,919
Intangible assets mILAE 46
Inventories & 9,594
Trade receivables JEME 5708 2,663
Prepayments, deposits and other receivables — FEfFUE « & R H AW FIE 1,967
Pledged bank deposits EEIRRITIFR 1,053
Bank balances and cash RITEBER S 427
Amounts due to former fellow subsidiaries ANEIEESIEPNGIE e (740)
Amount due to former immediate FERTRT B B 1R AR A RIFUE

holding company (2,598)
Trade and notes payables JENTE SR IE RENRE (6,793)
Other payables, receipt in advance and EAbfERTFRIA - TEWGRIA R

accrued charges JEEtE A (2,637)
Bank loans HRITER (2,540)
Net assets disposed of HEFEE 3,361
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28. DISPOSAL OF SUBSIDIARIES (continued) 28. HEMIB AT (&)
a) Disposal of Scud Guangzhou (Continued) a) HEBMRERE)
RMB’ 000
Loss on disposal of a subsidiary: HE TS A R R E A RS ¢ ARBT T
Net assets disposed of HEFEE (3.361)
Non-controlling interests FEFEARIE = 1,008
Investment retained in the former REBIERIKT B A RIRIRER
subsidiary at its fair value NTEE 672
Consideration paid credited to
share capital of Scud Guangzhou T ABMARERBR RS EAAKE 1,017
Loss on disposal HEEE (664)
RMB’ 000
Net cash outflow on disposal of a subsidiary: HEWBRARESELNFRES R ARBT T
Cash and cash equivalents of subsidiary HEMBAREREANESR
disposed of HeEEIER (427)
The consideration was re-invested into Scud Guangzhou RECEFREREMNRERITERAH
and recognised as its share capital. BRAR o
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28. DISPOSAL OF SUBSIDIARIES (continued)

b)

Disposal of Joint Smart Group

On 19 December 2013, the Group disposed of 100% of the
entire shareholding interest in Joint Smart Holdings Limited
("Joint Smart”) and its subsidiary (collectively referred to as
the “Joint Smart Group”) to HK Huachengrunfeng Limited,
an independent third party. The principal activity of Joint
Smart was investment holding. The principal activities of
its subsidiary, Chaolitong Technology, were manufacturing

and sale of lithium-ion battery modules, chargers and

related accessories for mobile phones and digital electrical

appliances.

28. HEMB AT 4
b) HEEEER
R-Z—=F+=-A+AB AEEAE
VEZHESERELER AT HEmE
EEARATHEDRELMEAT (5
BAMEEE )2 MBS BETSR
AR - EHEATBABRRETE
REFREBGEETERNERTEY
B FEERABR NSRS -

RMB’ 000
Total consideration satisfied by: BREZBEFR - ARET R
Cash consideration received 2UREBRE 11,000
Consideration receivables KR ERTE 9,000
20,000
Analysis of assets and liabilities of the LRSI B A RN EERABEIIT RMB’ 000
subsidiary in which the control was lost: ARET T
Property, plant and equipment Y - R RERE 2,547
Inventories FE 6,600
Trade receivables FEWE 5 5/I8 16,065
Prepayments, deposits and other receivables — FERFUIA « & M E b fEUFIA 4,513
Amount due from a former related company  FEURATREEE A RIZIA 300
Bank balances and cash RITEBRERE 269
Amounts due to former fellow subsidiaries L ANEIEE I PNGIE e (1,442)
Amount due to former intermediate FETRTAR M ZERR A B 518
holding company (454)
Trade payables JERTE S F0AE (7,845)
Other payables, receipt in advance and HEMERFKRIE - FBRERIE R
accrued charges FEETE R (490)
Provision for warranty EmREEES (59)
Net assets disposed of HEFEE 20,004
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28. DISPOSAL OF SUBSIDIARIES (continued) 28. HEMEB AR (%)

b) Disposal of Joint Smart Group (Continued) b) HEHEERE)
RMB’ 000
Gain on disposal of a subsidiary: S A Al A A A e ARBT T
Net assets disposed of HEFEE (20,004)
Cash consideration received YR ERE 11,000
Consideration receivables JEYAR B FRIE 9,000
Cumulative exchange differences REHEWBRARIFEERR
recognised in respect of the net assets R RFTE N ZRE A ER
of the disposed subsidiary reclassified BNBRAEER
from equity to profit or loss 14,631
Gain on disposal & e 14,627
RMB’ 000
Net cash inflow on disposal of a subsidiary: HEMBAREREENFRERA ARBT T
Cash consideration received BURESRE 11,000
Less: cash and cash equivalents of B EHEMBARNRE KA S
subsidiary disposed of £(EIEE (269)
10,731
29. CHANGE IN OWNERSHIP INTERESTS IN 29. RMiB AR ZEEEZ S
SUBSIDIARIES
a) In 2012, the Group acquired the remaining 30% interest a) RIZT—=F AEBEWEBEHRT30%

B EZARRALAERZ2ENBR
Al KB A R #2,0005c( 8 & 53,000
BIL)EURES I - RIKEBEIBRTIE
IR R A IR AR
50,285,0007T B 42 | EFERR © 421 EFER 2 I
bl s R H A R IR E A REZ
ME =% ARK50,283,00070 B A ER
B REHE AP R -

in Joint Smart which in turn became a wholly owned
subsidiary of the Group. The consideration of RMB2,000
(equivalent to HK$3,000) was paid in cash. The remaining
non-controlling interests and other payables balance
of RMB50,285,000 at the date of the acquisition was
derecognised. The difference of RMB50,283,000 between
the amount of non-controlling interests and other payables
derecognised and the consideration paid was credited to
accumulated profits in equity.
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29. CHANGE IN OWNERSHIP INTERESTS IN 29. AMBARZEEESEE )
SUBSIDIARIES (continued)

b) In 2012, the Group disposed of 10% of its interest in b) RIZZT—=F AEELEENRIGE
RERZEIRE Z10% s - MR A FIE LK
RAEEFBO%RERNIHBAR - I
2 Y E) 3R & KB4 A K #9,597,0007T °
REHEEBHR  REOAHOARYE
10,615,000 HRIIIBIE R R RIEBFE
EREEDEE RIFES kR - g2
TERIEE M R E P R E 2 M E
non-controlling interests. The difference of approximately #ANER 1,018,000t 25T A H 8 R
RMB1,018,000 between the amount of additional non- A o

controlling interests recognised and the consideration

Shenzhen Hongde and Dongguan Hongde which in turn
became 60% owned subsidiaries of the Group. The
consideration of approximately RMB9,597,000 was received
in cash. An amount of approximately RMB10,615,000,
being the proportionate share of the carrying amounts of
the net assets of Shenzhen Hongde and Dongguan Hongde
at the date of partial disposal, has been transferred to the

received was debited to accumulated profits in equity.

30. RELATED PARTY TRANSACTIONS 30. FEAEAEIRS

a) The name of and the relationship with related parties are as a) AREAQFIGENKEEBERNT
follows:
Name Relationship
=t B &
Fang Jin Director and controlling shareholder of the Company

TE

Guo Quan Zeng
BRI

Scud Electronics

REBRE T

Scud Battery

Scud Stock

TREBEID

Scud Guanzhou

BEINFRERR

RAEIEEFRERAR
Director
BE

Scud (Fujian) Electronics Co., Ltd., a wholly-owned subsidiary indirectly
held by the Company with Mr. Fang Jin being common director

REBGER)EFERAA  FLEERARNERTNARARESLE
il =pNG|

Scud Battery Co., Ltd., a wholly-owned subsidiary indirectly held by
the Company with Mr. Fang Jin being common director

REREBOBARAF  T2AERAREEFNARAREZEMNBAR

Scud Stock (Fujian) Co., Ltd., a company with Mr. Fang Jin and
Mr. Guo Quan Zeng being common directors who have shareholding
interest in this company as to 67% and 3%, respectively
BERERROHERAG - FoAERBRIELERLAEZHAF -
53 B G 2R B167 % 523 % X g

Scud (Guanzhou) Digital Technology Co., Ltd., a 20% owned associate
of the Group
BEMNREREIERMER AT - NEEFFE20% Em A& R a)
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30. RELATED PARTY TRANSACTIONS (continued)

b) Transactions with related companies during the year

30. BERAEA TR H (#)
b) UEARMEBRELMBSRENENGH

not disclosed elsewhere in the financial statements are FRARR ST ¢
summarised as follows:
Group
rEE
2013 2012
—E-—=F %
RMB’000 RMB’000
AR®T T AREFT
Rental expenses paid to BRI RERRMD A
Scud Stock (Note i) & 52 (BT 12,192 12,192
Purchases of bluetooth headsets — [A]EM REHRES B & °7F B %
from Scud Guangzhou (Note ii) (B &Eii) 1,960 -
Sales of mobile phone batteries ~ MAIEMRERHEFHED
to Scud Guangzhou (Note ii) (B &Fii) 25 -

The above transactions were made at prices and terms as
agreed between the parties in the normal course of business.

Notes:

i) The Company has disclosed in its prospectus dated
11 December 2006 that Scud Electronics had entered
into a lease agreement with Scud Stock on 20 June
2004, pursuant to which Scud Electronics had agreed
to lease from Scud Stock certain factory premises in
Fuzhou, Fujian Province, the PRC, for the Group's
production use for a term of three years commencing
1 July 2004 and ending on 30 June 2007 (the
“Lease Agreement”). The Lease Agreement was later
extended to 30 June 2024.

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

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

HERRBETNESFREMNHESER
THRAFEUAZETENZEREBER
S ARRERTEEHE_ZTZENF+
—AZTBHUEZEFEESFEHSL
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30. RELATED PARTY TRANSACTIONS (continued)
b)  (Continued)

Notes: (Continued)

i)

iii)

(Continued)

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

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

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

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

On 1 January 2011, Scud Electronics and Scud Stock
agreed to terminate the Main Lease Agreement and
the Renewal Agreement with effect from 1 January
2011 and entered into a lease agreement (the “First
Lease Agreement”) for the period commencing from 1
January 2011 and ending on 31 December 2013. The
annual rental was RMB5,461,866 and payable by cash
on a monthly basis.

On 1 January 2011, Scud Battery and Scud Stock
entered into a lease agreement (the “Second Lease
Agreement”) for the period commencing from 1
January 2011 and ending on 31 December 2013. The
annual rental was RMB6,729,777 and payable by cash
on a monthly basis.

Scud Guangzhou became the Group’s associate during
the year.

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

30. BERAEA TR Z #)
b) (#)

s (4)
N (%)

RETFHAERHE  EREFLR
EHER] - BE-ZT+F —TF
NER—ZEZAF+-_A=+—AH1t
FEBERBEHEE  REBRETRE
NRERBGEESOIEFLRE
o RIE A A RE3,000,000T - AR
#4,100,0007T & A R #4,100,000
3T o

R-ZE—ZF—ANH RERET
DRERRD T ER G ([ EHR
) wWRBEE-Z—ZEFE—-AF—H
BEEFHEE RS - BERBEETH
MEgFESNAERZAMEERR
B-T—TF—F—BEABER
HFHPR=-_Z——F+=-_A=+—H
B - BEERBENFBEIRRAL
RIBA-_ZT—ZTF—A/\BHAQ

AN
tl:ltD

HEz-ZZF —ZT——FR=-F
——F+ A=+ —BHIEFERFE
REFMBRE  RERETEMNRE
BENEHRESNNEF ERESTEA
AER#4,100,0007T °

HEW - MES WS LERRGEE
THENESIREREFERER
Befn 2 AR A it IR 2 IR AT L)
ENERMEEEMEE

R_ZT——F—A—H REBRET
HBRERBOHEE T —F—A
— BRI FRERERER R
AIVHERH(IE—mhRER=])
Mg T ——F—A—HEE_Z
—ZF+-A=+—HBI1t - FEEE
B ANRES 461,866 © BE A
E-Eni

R=—Z——4F—A—8  RERED
BRERKDETILHERZ(E =0
MEW=]) AR T ——F—
A—HREE-_FT—=F+-"A=+—
Bl - FEMASAARE,729,777
T AERURES X -

i) BMREBREAKRSAEERZ

ALK
ARRERHR  AARBETEX

BEEDPr S £ R BIFE14AE B REFS
BREZXHREBERFHNRBERTE -

iii)
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30. RELATED PARTY TRANSACTIONS (continued) 30 EREA LR B )

c)  Other transaction with related party: o HEBEATHHEMRS :
As at 31 December 2013, Mr. Fang Jin has guaranteed R-ZE—=%+_A=+—8 " As&k4E
certain bank facilities made to the subsidiaries of the AAEENRBARRESEESEAR
Group of up to an amount of RMB183,660,000 (2012: #183,660,000L( —Z T — = F : AR
RMB175,326,000). 175,326,0007T ) B & T IRITR S MEH &

R o

d) Remuneration for key management personnel, including d) FEEBATHHE(BEWOMMEFSAEE

amounts paid to the Company’s directors as disclosed in MNEXHARARESE®)MT

Note 8, is as follows:

Group
rEE
2013 2012
—E-=F %
RMB’000 RMB’000
ARBTT AREFT
Salaries, bonus, allowance e ®e =R
and other benefits R EH Ab R T 995 955
Retirement benefits scheme  E/REH GBI 5k
contributions 34 33
1,029 988
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e B R AR MY AL

—ZHFF A=t HIEFE

31. COMMITMENTS 31. &g
a) Capital commitments a) BEREE
Group
rEE
2013 2012
—E—=fF T
RMB’000 RMB’000
AR¥T T ARBETTT
Contracted but not EMBEEME -
accounted for, in respect B K&
of acquisition of property, KMERABR
plant and equipment 21,605 10,422

b)

Operating lease commitments

At the end of the reporting period, the Group had

outstanding minimum commitments under non-cancellable

operating leases in respect of land and buildings which fall

due as follows:

b) wé&*ﬂ%’]ﬁiﬁ
PR AR A R B - AR EAR BN T
wE R A TE AT HAR B HR A L i M T
REFIEAFENT

Group

AEE
2013 2012
—E—=F —T——F
RMB’000 RMB’000
AR¥T T AREBTT
Within one year —FR 7,811 11,424

In the second and MERF(BEEMFRIEEAN)

fifth years inclusive 17,830 31,551
More than five years HBBRF 4,833 7,520
30,474 50,495

None of the leases includes contingent rentals. The Group

does not have an option to purchase the leased land and

buildings at the expiry of the lease periods.

ERANTTEEXAES - ARERBHH
[EmE T EFEHEE T RBETREEE -
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32. PROFIT/(LOSS) ATTRIBUTABLE TO EQUITY
HOLDERS OF THE COMPANY

The consolidated profit for the year attributable to equity

NRAEAQNTEZFEAEMLZRN
(E518)
ARREEFAABEAFERES &N BEE
BHOANRM122,683,0000( ZF—Z4F : % F
#) AR #355,0007T) © JIERARRQ A ®RE

holders of the Company includes a loss of approximately
RMB122,683,000 (2012: profit of approximately RMB355,000),

which has been dealt with in the financial statements of the R o
Company.
33. SUBSIDIARIES 33. B2 =]
Details of the subsidiaries of the Company at the end of the REREHEAERERAATNBATZFBET -
reporting period are as follows. The class of shares held is BIERITHAA - BANBRHIER 5T ®mA

138

ordinary unless otherwise stated:

Place of
incorporation/

Issued and
paid-up share/

Group's effective

establishment registered ownership interest Principal
Name of company and operation capital TEEERREARS activities
B 3L B ERTRES 2013 2012
NGECE: eI BRERA —E-=F T TEEH
Great Speed Enterprises British Virgin US$50,000 100% 100%  Investment holding
Limited Islands 50,0005 7T REER
EAREBRAR KBRS
Scud Group (Hong Kong) Hong Kong HK$1 100%* 100%*  Provision of corporate
Company Limited B8 18T management services
RERER(EHE) REATEHERSG
BRAE
Keen Power Holdings Hong Kong HK$1,000 100%* 100%*  Investment holding
Limited o 1,000/ 7T REER
HEREARAA
Joint Smart Holdings Hong Kong HK$10,000 N/A 100%*  Investment holding
Limited BE 10,000 7T TEA REER

BESEARAA

* Interest indirectly held through Great Speed Enterprises

Limited

* EBTACEBERATBEESAER
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33. SUBSIDIARIES (continued) 33. i B AT (&)
Place of Issued and
incorporation/ paid-up share/ Group's effective
establishment registered ownership interest Principal
Name of company and operation capital rEBERNEEER activities
T3 BRITRES 2013 2012
DNREER R CERYEIN —B-=f —E—F FEEER
Scud Power (Shenzhen) PRC US$3,000,000 100%* 100%*  Manufacturing and sale
Co., Ltd. HE 3,000,000 7T of lithium-ion battery
(Formerly known as “Scud modules, chargers and
Electronics (Shenzhen) related accessories for
Co., Ltd.") mobile phones
RERBIRORID and digital
ERAR electrical appliances
(AIBRIRERET S RHERAR
RINBRAR D) FHEEBER
(Note i) BFEmMEET
BiEEi) BEA  RERR
BRI
Scud (Fujian) Electronics PRC US$27,000,000 100%* 100%*  Manufacturing and sale
Co., Ltd. HE 27,000,000 71 of lithium-ion battery
RER(BR)ET modules, chargers and
BREARF related accessories for
(Note ii) mobile phones,
(&) and digital
electrical appliances
SLE N HE R
RFHREIEE
BFEmMMNEETEN
B4 mER ARG
* Interest indirectly held through Great Speed Enterprises Limited * BB EACERRARMESEEERS
# Interest indirectly held through Keen Power Holdings Limited # BB EEAR AT BEE AR
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33. SUBSIDIARIES (continued)

33. ftB A E#)

Place of Issued and
incorporation/ paid-up share/ Group's effective
establishment registered ownership interest Principal
Name of company and operation capital rEBEREEER activities
BRI K BRITRES 2013 2012
DNREH eI BRERA —E-=F —E-CF FEEK
Scud Battery Co., Ltd. PRC US$30,000,000 100%"* 100%*  Manufacturing and sale
RERELERAF o 30,000,000% 7T of lithium-ion
(Note iii) battery modules, chargers
(B3 and related accessories
for mobile phones and
digital electrical appliances
BUERHERARN
FRREGEESFER
HSEEEF B b IR -
BRREBERMH
Shenzhen Hongde PRC RMB50,000,000 60%" 60%Y  Research and development,
Battery Co., Ltd. HE AR manufacturing and
A TREEBERAR 50,000,0007C sale of lithium-ion bare
(Note iv) battery cells
ERTELCHE £ER
(P &Eiv) HHE
Dongguan Hongde PRC RMB30,000,000 60%" 60%™  Research and development,
Battery Co., Ltd. i AR manufacturing and
REMBEEHERAR 30,000,0007T sale of lithium-ion bare
(Note x) battery cells
BEEFEUME  £ER
(B¥5Ex) HHE
Scud (Guangzhou) PRC RMB11,300,000 20%" 70%Y  Research and development,
Digital Technology HE AR® (Note xiv) manufacturing and sales
Co., Ltd. 11,300,0007T (BEEE xiv) of bluetooth earphones
MR ERR BT Rl and other digital
BRAT telecommunication
(Note v) appliances
(B5Ev) ETHERIEAGHERE

# Interest indirectly held through Keen Power Holdings Limited

v Interest indirectly held through Scud (Fujian) Electronics Co.,

Ltd.

®  Interest indirectly held through Shenzhen Hongde Battery Co.,

Ltd.
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33. SUBSIDIARIES (continued)

33. ftEB A =#)

Place of Issued and

incorporation/ paid-up share/ Group's effective

establishment registered ownership interest Principal
Name of company and operation capital rEBEREEER activities

ALK BRITRES 2013 2012

NCIECE KEE BRBRA B "T--F IEXH

Scud (Beijing) Electronics PRC RMBS5,000,000 40%" 40%Y In the process of
Co., Ltd. & AREE de-registration

RERAERET 5,000,0007C FA R L S
BRAT
(Note vi)

(PR =Evi)

Fujian Green Energy PRC RMB5,000,000 100%" 100%Y  Not yet commenced
Co., Ltd. H ARH business
(Formerly known as "Fujian 5,000,0007C EENGEE S
Chaolitong Battery Co Ltd")

BESDRARAR
(R Al ERENAT
BRAF])

(Note vii)
(P &Evii)

Great Power Enterprises Hong Kong HK$1,000 N/A 100%*  De-registered
Limited 5 1,000 7T TEA [mEsa=

hETERRLE

Scud USA Inc. USA US$320,000 100%* N/A  Sale of lithium-ion battery

REBEEERAF ESE 320,000 7T TEFA modules and related

accessories for mobile
phones and digital
electrical appliances
HE AN FH RIS
BFEmMMEEET
TR R A R

Y Interest indirectly held through Scud (Fujian) Electronics Co., Y OEBRERER)EFERAAMEERSE
Ltd. s

* Interest indirectly held through Great Speed Enterprises * BREACERRARRERSEER

Limited
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33. SUBSIDIARIES (continued)

33. ftB A E#)

Place of Issued and
incorporation/ paid-up share/ Group's effective
establishment registered ownership interest Principal
Name of company and operation capital rEBEREEER activities
BRI K BRITRES 2013 2012
DEER REE BRRA B "% IEXHK
Chaolitong Technology PRC RMB37,000,000 N/A 100%4 Manufacturing and sale of
Company Limited R AR TEA lithium-ion battery
AYITE @R 37,000,0007C modules, chargers and
BRAE] related accessories for
(Note viii) mobile phones
(P Eviii) and digital
electrical appliances
BLERHERAN
Fr LSS
BFEmMAEEET
BEA  ERK
BRAR Y
Patriots Group (China) Hong Kong HK$10,000 100%* 100%* Not yet commenced
Company Limted BB 10,000/8 7T business
EEEEE(RE) EENGEE
BRAHE
Patriots (Hong Kong) Hong Kong HK$10,000 100%* 100%* Not yet commenced
Power Sources o 10,0008 7T business
Company Limted BENGELEES
EEIE(HE)ER
BRAF
Shenzhen Nalon PRC RMB30,000,000 70%" 70%Y Research and development,
Battery Company R AR manufacturing and sale
Limited 30,000,0007% of lithium-ion bare
R T RAREES battery cells
BRAE EBTELHE £ER
(Note ix) HE
(BT ix)

4 Interest indirectly held through Joint Smart Holdings Limited

* Interest indirectly held through Great Speed Enterprises

Limited

Y Interest indirectly held through Scud (Fujian) Electronics Co.,

Ltd.
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33. SUBSIDIARIES (continued)

33. ftEB A =#)

Place of Issued and

incorporation/ paid-up share/ Group's effective

establishment registered ownership interest Principal
Name of company and operation capital rEBEREEER activities

ALK BRITRES 2013 2012

NCIECE eI BRBRA B "T--F IEXH

Fujian Scud New Energy PRC RMB20,000,000 100%* N/A Not yet commenced
Co., Ltd. i AR #20,000,0007C @M business

BERERITELR EENGE =
BRATA
(Note xii)

(B3E xii)

Hongde New Energy PRC RMB10,000,000 60%" N/A Research and development,
Technology Co., Ltd. AR #10,000,0007T A manufacturing and sale of
(Formerly known as lithium-ion bare battery
“Hongde Battery cells
Co., Ltd.”) ERETFEC L HE  EER

TR IR B R A F) HE
(A RIREED
BRAAD)

(Note xiii)
(B &E xiii)

Fuzhou Thousand Island  PRC RMB500,000 100%+ 100%* Not yet commenced
Electronics Co., Ltd. H AR®500,0007T business

BINTESTFERAT CESZ S
(Note xi)

(5T i)
Scud Hong Kong Trading Hong Kong HK$10,000 100%* N/A Not yet commenced
Limited &% 10,0008 7¢ @A business
REBRBEESER QA CENG
* Interest indirectly held through Fujian Green Energy Co., + ERREGHERARARNBEEERER
Ltd.

* Interest indirectly held through Great Speed Enterprises * FRTADEAR A REESFAREZ
Limited.

= Interest indirectly held through Shenzhen Hongde Battery " EERY MR EEN AR ARMES AR
Co., Ltd. 5
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33. SUBSIDIARIES (continued)

Notes:

144

i)

ii)

iii)

Vi)

Vii)

viii)

Xi)

Xii)

xiii)

Xiv)

Wholly-foreign owned enterprise for a term of 50 years
commencing 26 October 2006.

Wholly-foreign owned enterprise for a term of 50 years
commencing 31 October 1997.

Wholly-foreign owned enterprise for a term of 50 years
commencing 6 December 2005.

Limited liability company for a term of 20 years commencing
21 January 2005.

Limited liability company for a term of 6 years commencing
23 July 2010.

Limited liability company for a term of 20 years commencing
3 August 2010.

Limited liability company for a term of 20 years commencing
21 October 2010.

Wholly-foreign owned enterprise for a term of 13 years
commencing 4 March 2005.

Limited liability company for a term of 10 years commencing
4 July 2007.

Limited liability company commencing 11 April 2011.

Limited liability company for a term of 20 years commencing
7 September 2012.

Limited liability company for a term of 30 years commencing
3 May 2013.

Limited liability company for a term of 50 years commencing
14 August 2013.

During the Review Period, the Group disposed of 50% of
the entire shareholding interest in Scud Guangzhou which in
turn became a 20% owned associate of the Group (see Note
34).

33. ftB A E#)
Wi -

i)

V)

vi)

vii)

viii)

iX)

Xi)

Xii)

Xiii)

Xiv)

SNEBELE  —ETRETAZTARA
et AR +F -

SNEBERE  —ANEFETA=+T—R
EEtAHRF -

SNEBERE —ETRET-_AKBR
FTRBLE -

BREARR  —ZEERAF—A=+—H
EE A tE -

BEREAAR —E—FFLA=-+=AH
AT AEINE -

BEREFAAR  —E—FFNA=ZAEE
BEI—+E o

BRETRAR —E—ZTF+A-_+—H

RETRE—+F -

SEEELE  —TTEAF= AWBEL
RE+=%F-

BREEAT - —ET L5+ AMNA e
REITEF

ERAEAR —F——FmA+—B
38 o

BRETRQAR ZT—Z—FNAALBRH
BH—+F o

BREARAAF > —E—=FHA=RHi#Es
AH=E o

BREMAEQRA - —E—=F/\A+HBE
FARBATEF -

REFESE  AEBEEEMNRERE I
HEZM50%  FRARKELAERES
20% i B A R (R FRE34) ©
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34. INTEREST IN AN ASSOCIATE 3. HE AR fER
Group
rEE
2013 2012
—E—=F —E——F
RMB’000 RMB’000
AR¥T ARETIT
Investment retained in the REBERINBRRIMIEER
former subsidiary at its NEEE
fair value 672 -
Capital injection AAEBR 1,017 -
Share of losses FEfhE1E (289) -
1,400 -

Particulars of the associate are as follows:— B ARIRFIBIAT + —
Percentage of

ownership interest
attributable
to the Group

Particulars of Place of rEE
issued incorporation/ EiEfEE
shares held operation AR
Name EEERT HEmRL 2013 2012 Principal activity
£ RS REMw R ZE-ZF % IEEK
Scud (Guangzhou) Digital RMB11,300,000 PRC 20% 70%  Research and development,
Technology Co., Ltd AR¥11,300,0000  HE manufacturing and sales of

ENREREERAERAR

Scud Guangzhou was previously a subsidiary of the Group (see

Note 33).

Scud Guangzhou performs research and development, manufactures

and sells bluetooth earphones and other digital telecommunication

appliances. Scud Guangzhou is one of suppliers of bluetooth

earphones and other digital telecommunication for the Group.

The associate is accounted for using the equity method in these

consolidated financial statements.

bluetooth earphones and other
digital telecommunication

ETHRRAMEERESEM .
e EEREE

BEMRERA S /AR EONE QR (RHE

33)

EMRERUEFE T g R A 2558

B2

ZHE - EERKE - ENREREAKEE
FEEEEMBIBBESRMOHERZ— -

B RAIRER AN ERAMBERRALR
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—ZHEt A ILFE

34. INTEREST IN AN ASSOCIATE (continued)

Aggregate financial information in respect of the Group’s

34. Bi & N R RER (&)

AREEEERRNENETEEAMBEE N ER

associate that is not individually material:- mr
Group
rEE
2013 2012
—E—=F —T——F
RMB’000 RMB’000
AR¥T T ARBTT
The Group's share of loss REBEREGEE (289) -
The Group’s share of other AEEEEE MRS
comprehensive income - _
The Group's share of total AEEEGEEEEBERE
comprehensive loss (289) -
Aggregate carrying amount  AREERIEE N R R A BRE AR
of the Group’s interests
in this associate 1,400 -
35. FINANCIAL INSTRUMENTS BY CATEGORY  35. RERIEI2 2K T A

The carrying amounts of each of the categories of financial

K& RRARE - ZREHIMETANKEE

instruments at the end of the reporting period are as follows: UM
Group
rEE
2013 2012
— =% T4
Loans and Loans and
receivables receivables
BRRERRE B R ERGR
RMB’000 RMB’ OOO
AR¥ET T ARET T
Financial assets BMBREE
Due from a related party FEU B BEE A T 5KIE 1,929 2,028
Due from an associate JE LBt = N B 5RIE 1,075
Trade and notes receivables  JEURE ZF BN EKREZE 576,047 632,659
Financial assets included in TERRIR - e RHA
prepayments, deposits and FEWFIRFTBIE
other receivables B A E 26,592 34,159
Pledged bank deposits EERIRITIFR 239,424 143,684
Bank balances and cash RITEHR LIRS 353,819 278,749
1,198,886 1,091,279
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35. FINANCIAL INSTRUMENTS BY CATEGORY 35.#%Z¥ERI&8 5 2B T A=)

(Continued)
Group
TEE
2013 2012
—B—=f T
Financial Financial
liabilities at liabilities at
amortised costs amortised costs
REBERA AR RS ARR A BR
e R & ol a=Ri
RMB’000 RMB’'000
ARET T ARETFIT
Financial liabilities BKkas
Trade and notes payables FETE S E N B R E 720,051 465,378
Financial liabilities included in  E b 7RIE - FEUWFKIA K
other payables, receipts in JEETERBEN
advance and accrued charges  BiFE(E 68,960 54,049
Bank loans IRITER 320,803 289,813
1,109,814 809,240

36. FINANCIAL RISK MANAGEMENT AND FAIR 36. iBREKREERMEITAZAYE

VALUES OF FINANCIAL INSTRUMENTS

a) Financial risk management a) HBERERE
AEEEHERAXSEVBRREED
mER(EEINERRE - FIERRRER
k) - EERERREBIERER o BRI
EZERBRMBERNFBEHN T - EF
ERREEZERE - UBRERITAE
BHAEHEE B -

The Group's activities expose it to a variety of financial
risks, which include market risk (including foreign currency
risk, interest rate risk and price risk), credit risk and liquidity
risk. Details of the policies on how to mitigate these risks
are set out below. The directors manage and monitor these
exposures to ensure appropriate measures are implemented
on a timely and effective manner.

T E m 2 B
MEFBEEIRRRANENCIE
IRTT AR RITAER - WIREEH
KR - MEFBRBEIERRERE
FRFTEMIRITER - Btk - A%E
BHETEENIMERE - Bt T~A
ARBEBANRNFENXER - AEE
5 PR 0 ) N R S B T S 2
NBE BT E L o

i) Interest rate risk management i)

Interest-bearing financial assets are mainly pledged bank
deposits and bank balances which are all short-term in
nature and carry fixed interest rates. Interest-bearing
financial liabilities are mainly bank loans with fixed
interest rates; therefore, the Group is not exposed to
significant fair value interest rate risk due to the short
maturity of the items. The Group currently does not
have an interest rate hedging policy and will consider
enter into interest rate hedging should the need arise.
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36. FINANCIAL RISK MANAGEMENT AND FAIR 36. IR MREERMETA

VALUES OF FINANCIAL INSTRUMENTS ZA¥EEE)

(Continued)

a) Financial risk management (Continued) a) BIKEKREEE)

i) Interest rate risk management (Continued) ) FIEREEE(E)

Interest rate sensitivity analysis FIRGRE DT
The sensitivity analysis below has been determined A TRGRE ST REN EZEE
assuming that a change in interest rates had occurred RmERRERFEEMEE - WE
at the end of the reporting period and had been FERRBRZBIEAX RAMBIA
applied to the exposure to interest rates for financial ZHEER - RAEZEREATEFR
instruments in existence at that date. A 1% increase S JoR B #) P B S 2 PR 45 PR S AN sl
or decrease is used when reporting interest rate risk 1% @ IEEREYMNEIgEeEE
internally to key management personnel and represents B) 2 7T o

management’s assessment of the reasonably possible
change in interest rates.

If interest rates had been 1% higher/lower and all other fis FI R 38 0055 A1 % 1 BT 5 H At B
variables were held constant, the Group'’s profit for the BHHER/IE  AEEEE_Z—=F
year ended 31 December 2013 and the accumulated +TZ A=+ —HLEFEMNEFRRZ
profits as of 31 December 2013 would increase/ T—=F+-A=+T—HAKZR:tAE
decrease by approximately RMB2,096,647 (2012: the Fig @ 49 A R 82,096,647
Group's loss for the year and accumulated profits T(ZE—ZF  AEENEERR
decrease/increase by approximately RMB933,048). DR ARG A K #933,048
This is mainly attributable to the Group’s exposure, to TC) e WHEEREAREE T ERTT
interest rates on its variable rate bank balances, pledged @ BEFRITERRRITERN
bank deposits and bank loans. AR @ o
The Group’s sensitivity to interest rates has not REBEMF R GURE EAF AL &
changed significantly from prior year. BREH -

ii)  Foreign currency risk management i) SMERGEEE
Foreign currency risk refers to the risk that movements SNEE [BLFg 3 SN TE R S B i R B AN &
in foreign currency exchange rates which will affect BN BEERERSRENRR
the Group’s financial results and its cash flows. BEAEEEEETUET  HER
Although the Group has certain bank balances and BT ABEMMRITERRBITER
bank loans denominated in United States dollars, AT - RFINE R SRR B4R
Japanese Yen and Hong Kong dollars, the proportion BELHINGTEKX o o - NEEL
of these foreign currency balances to the Group’s total ARBETERZEZS Ak - &
assets is insignificant. Furthermore, the Group carries FERAAEBIW FEAZ A ERAIN
out majority of its transactions in Chinese Renminbi. EEN

Accordingly, in the opinion of the directors, the Group
is not exposed to any significant foreign currency risk.

i) Price risk management i) 1B EEEE
In the opinion of the directors, the Group does not EERAAEEWEMBEEAERR
have significant exposure to price risk. Bz o
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36. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(Continued)

a)

Financial risk management (Continued)

iv) Credit risk management

v)

Credit risk refers to the risk that a counterparty will
default on its contractual obligations resulting in
financial loss to the Group. The Group’s credit risk
primarily relates to the Group’s bank balances, trade
and notes receivables, and other receivables. The
maximum exposure to credit risk in the event that
the counterparties fail to perform their obligations
as at end of the financial year in relation to each
class of recognised financial assets is the carrying
amount of those assets as stated in the statement
of financial position. In order to minimise the risk,
management of the Group closely monitors overdue
debts. The recoverable amount of each individual
debt is reviewed at each of the reporting period and
adequate allowance for doubtful debts has been made
for irrecoverable amounts. In this regard, the directors
of the Company consider that credit risk associated
with the Group’s trade and notes receivables, and
other receivables is significantly reduced.

At the end of the reporting period, the Group has a
certain level of concentration of credit risk as
approximately 8.7% (2012: 8.1%) and approximately
29.7% (2012: 26.8%) of the total trade and notes
receivables, arising from the Group’s largest customer
and the five largest customers, respectively.

The credit risk on bank balances is minimal because
the counterparties are banks with high credit-rating.

The Group’s concentration of credit risk by geographical
location is mainly in the PRC.

Liquidity risk management

The ultimate responsibility for liquidity risk management
rests with the board of directors, which has built an
appropriate liquidity risk management framework
for the management of the Group’s short, medium
and long term funding and liquidity management
requirements. The Group manages liquidity risk by
maintaining adequate reserves, banking facilities and
reserve borrowing facilities, by continuously monitoring
forecast and actual cash flows and matching the
maturity profiles of financial assets and liabilities.

36. KRR EERME TR
ZAFE )

B R b E I (4E)

v) EERBERE
EERBIEHFIETEHETMS
BMAEBEHEBIENER - AEEN
EERERF ZEEASENRITER
B SFERERERE - U RHEM
FEWGRIBE R - W8 F AR RFE
KRBT ERSHOERIKE
ENET EERROSRSRBR A
BRREFAZEEENERE - A
TRERERR AEENTEESR
PIESSRE (Al BAMRIE - BB EIEM
AREIHEN S REBHEN - 2
AT ATUR B A BEE 1R R SR RER 4
Bt s  ANEBWNEERA
HEREE B RO WS 5 kA K R IR EE T
AR E A WA EERRE
PN

a)

RiEHRERE - NREENRKE

HRBEREREREEPFE—ER
EREERRSET - DRI#8.7% (=

T——F:81%)M#29.7% (=&
— 1 1 26.8%) NRBEAEEER
AEERAAREE °

HREF I RREEFNRMRT - &
BEIRTTAERIEERBR A ©

Rt [= B 5
R -

CAEEEERRIEE

v) REIMEREE
REBASENES PHERHE
eRFERDUEERNESR  EFE
ERY—ERENRBESARER
HE - AEHRBERREREAKKE
- ARBEEBER T RO E MR

TREMFREERE  RSSEE
ERARRERBRSRE - LR

BEHAENIHARLAEE RS
TR
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36. FINANCIAL RISK MANAGEMENT AND FAIR 36. IR MREERMETA

VALUES OF FINANCIAL INSTRUMENTS ZA¥EEE)
(Continued)
a) Financial risk management (Continued) a) BIKEKREEE)
v) Liquidity risk management (Continued) v) mEMEREE(E)
The maturity profile of the Group's financial liabilities RIB-—=FR_T-—Z_F+A=
as at 31 December 2013 and 2012, based on the +T—B  AEENEMBEEREDR
contractual undiscounted payments, was as follows: HREAFIBEMF BB RAT ¢
2013
—E-=%
Total Total
On Less than 6 months to undiscounted carrying
demand 6 months 1 year 1-5years  cash flows amount
KER

BEX AMIAR AERE-F -E5%f RER#E FEAS
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTR  ARMTR ARMTR AR®TR AR®TR  ARETR

Trade and notes payables EREHTERENEE 201,993 518,058 - - 720,051 720,051
Financial liabilities included in other  EfEfFE -

payables, receipts in advance TRURRIE R e st

and accrued charges ERMAENIBERE 25,674 43,286 = = 68,960 68,960

Bank loans FITER = 166,805 162,132 325 329,262 320,803

227,667 728,149 162,132 325 1,118,273 1,109,814

2012
—E--F

Total Total

On Less than 6 months to undiscounted carrying

demand 6 months 1 year 1-5 years cash flows amount

AEH

E2x  A~ERR AEAEZ-F 2R BERME  RERR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARETR ARETR ARETR ARETR  ARETR

Trade and notes payables ERESFERENEE 137,416 327,962 - - 465,378 465,378
Financial liabilities included in other EbEfFE -
payables, receipts in advance YR R A
and accrued charges ERMaENIBERE 28,889 25,130 30 - 54,049 54,049
Bank loans BITER - 171,957 124,685 494 297,136 289,813
166,305 525,049 124,715 494 816,563 809,240
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36.

37.

FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(Continued)

b) Fair values of financial instruments

The notional amounts of financial assets and liabilities
with a maturity of less than one year are assumed to
approximate their fair values.

The fair value of balances with related parties has not been
determined as the timing of the expected cash flows of
these balances cannot be reasonably determined because of
the relationship.

CAPITAL MANAGEMENT

The primary objective of the Group’s capital management is to
safeguard the Group’s ability to continue as a going concern and
to maintain healthy capital ratios in order to support its business
and maximise shareholder value.

The Group manages its capital structure and makes adjustments
to it, in light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust the
capital structure, the Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue new shares.
The Group is not subject to any externally imposed capital
requirements. No changes were made in the objectives, policies
or processes during the years ended 31 December 2013 and 31
December 2012.

36.

37.

BRREERMETA
ZAFE )

b) MBIRZAFE
FHIN-—FNUHEERRENERS
BERRF/EXTERE
R A BE A TR TEHIR & R A0
R ENRBEEREESEIET - BRI E
EEZEEHNATE -

EXREE

FEENTEEAER B BERRERASEFE
REmEE  BRRRENERLE  UXIHE
B ARREGRA@ER

AEBEREHENERE  WRLEIRENEE
MEBEENRBREEHERNEHEETHE -
B ARE AR RSB AR
HEORE  MBRRELERRETHE - A%
ERZEMINRERNEARE TR - HE
—E—=F+-_A=+—HBERZZE—=-F+=
A=+—HLFE wEHEE BEIER
{EHEEE o
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ITVAAY

37.

152

CAPITAL MANAGEMENT (continued)

The Group monitors capital using a gearing ratio, which is net
debt divided by the total capital plus net debt. The Group’s
policy is to maintain the gearing ratio below 50%. Net debt
includes interest-bearing bank borrowings. Capital includes
equity attributable to equity holders of the Company and the
non-controlling interests. The gearing ratios as at the end of the
reporting period were as follows:

37. EXEE (#)

AEBEEREEABILRERERN  FAE
BABERIMFEE - AREHNBREZERFE
EBFELENRS0%IAT - FaBERENERT
B BRBRERARBRGERA ARGRAR
FREHEES c RIS HRERE - BERR

BRI

Group

rEE
2013 2012
—E—=fF %
RMB’000 RMB’000
AR®T T AREFT
Interest-bearing bank borrowings M BR1TE K 320,803 289,813

Equity attributable to equity RAREEFEAA

holders of the Company FEAG AR AR 1,122,357 1,102,895
Non-controlling interests SIS 48,710 60,538
Total capital FEEEWIN 1,171,067 1,163,433
Gearing ratio BEAGBLE 27.4% 24.9%
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38. FINANCIAL INFORMATION OF THE COMPANY 38. &xQ B B & & #

Financial information of the Company at the end of the reporting RABNRE B A RE 2 BEER M T:
period is set out below:

2013 2012

—E-=F —E——F

RMB’000 RMB’000

AR¥T T ARET T

Investments in subsidiaries RHBRARIEE 250,901 250,901

Amounts due from subsidiaries [N E e 485,193 622,951

Other assets Ef&EE 2 3

Total assets BEHE 736,096 873,855

Total liabilities BERE (3,018) (2,951)

Net assets BEFE 733,078 870,904
Capital and reserves BRI EE

Share capital [N 103,014 103,014

Reserves i 630,064 767,890

Total equity R BRE 733,078 870,904
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39. RECENT ACCOUNTING AND FINANCIAL
REPORTING PRONOUNCEMENTS

ﬂt

30. Mg R BEHRE NS

The Group has not adopted earlier or applied the following REBVERFHENSERA NIREZE T —
—F+ A=+ —HALEFEHRERZIELT

N R R RE

amendments, new standards and interpretations which are not
yet effective for the year ended 31 December 2013:

Effective for annual
reporting periods
beginning on or after

RELT B RE RS

ZEEREHBEN

IAS 32 Amendment
BB & st AR5 325% (55T A0)

IAS 36 Amendment
/\ = u+ﬁﬁlj%365)ﬁ<f ETZK)

IAS 39 Amendment
BIFR a2 RIE 3958 (B85 )

IFRS 7 Amendment
BUR B H5 o 5 22 A B 757 (18 5T A)

IFRS 9
BIFR M F5 $R 5 AL RIS 957

IFRS 10, 12 and IAS 27 Amendments
BRI 5o 22 RSB 1055 « 1258
&. Vi H+EH|J§’%27FE({ nTZ’K)

IFRIC 21

BRMBRERERZES
—EE215%

154

Presentation — Offsetting Financial Assets and
Financial Liabilities

2 - EHEWBEERMBRR

Recoverable Amount Disclosures for Non-Financial Assets

FERMEE TR ESBERE

Novation of Derivatives and Continuation of
Hedge Accounting

TETARZER R &S

Mandatory Effective Date and Transition Disclosures

SR I AR B SRR B

Financial Instruments
SRITA

Investment Entities

REER

Levies

HE

1 January 2014
—MFE—HA—H

1 January 2014
—mME—A—H
1 January 2014
—E-mMF—H—H
1 January 2015
—HF—H—H

1 January 2015
—ET-RF¥—H—H

1 January 2014

—mFE—HA—H

1 January 2014
—mFE—-H—H
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39.

40.

41.

RECENT ACCOUNTING AND FINANCIAL
REPORTING PRONOUNCEMENTS (continued)

The Group has already commenced an assessment of the related
impact of adopting the above new standards and interpretation
and amendments to standards in the period of initial application.
So far, it has concluded that the adoption of them is unlikely
to have a significant impact on the consolidated financial
statements of the Group.

ULTIMATE CONTROLLING PARTY

At 31 December 2013, the directors consider the ultimate
controlling party to be Mr. Fang Jin.

APPROVAL OF THE CONSOLIDATED
FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the board of directors of the Company
on 27 March 2014.

30. IS R BERE DN H 2
75 S5 ) B B 0 5T 4 7 400 04 R RSB 4 A 37
B RRERETENNAETE - BHTR
BRNZ ST RS AN YA EE
A B RE SR E AL -

40. RAREHIAL
W-Z—=f+-A=+—0 BERAEEK
PESIAT BT S5 o

A HEGEMEHRER

ARREEEERE—NF=A=-++tHS®
BB NG AVIE®RE -
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The following consolidated financial information is extracted from
the consolidated financial statements of the Group, prepared under

International Financial Reporting Standards:

T EMBERRBEEAREZHRAMB®RE -
ZEPFHERRIREEREEREE R

Year ended 31st December,

BE+-A=+—-HLEFE

2013 2012 2011 2010 2009
—E=F —T——-F ZT——F ZT-TF —TTNF
RMB’000  RMB'000  RMB'000  RMB'0O00  RMB'000
ARETRT ARETT AREBTT ARETT ARETFT
RESULTS E4
Turnover e 2,392,490 1,821,620 1,653,011 1,527,445 1,264,869
Profit/(Loss) before taxation KR AR R, (E58) 47,128  (215,056) 67,223 68,200 54,914
Taxation I8 (19,654) 22,450 (12,308) (16,038) (8,996)
Profit/(Loss) for the year RERZREF, (E18) 27,474  (192,606) 54,915 52,162 45,918
Attributable to: THIAT R :
Equity holders of the Company RATERFFEA 38,294  (162,815) 59,492 54,350 46,837
Non-controlling interests JEFE M A 2 (10,820) (29,791) (4,577) (2,188) (919)
27,474  (192,606) 54,915 52,162 45,918
As at 31st December,
R+=A=+—H
2013 2012 2011 2010 2009
B T —T——F —T-TFE —TTAF
RMB’000 RMB'000  RMB’000  RMB’'000  RMB'000
ARETRT ARETT ARETRT ARETRT ARETT
ASSETS AND LIABILITIES EERAE
Total assets BEE 2,324,578 2,113,100 1,998,181 1,771,730 1,498,639
Total liabilities BEE (1,153,511)  (949,667) (650,501)  (485,217)  (260,507)
1,171,067 1,163,433 1,347,680 1,286,513 1,238,132
Equity attributable to: THA LB
Equity holders of the Company NAFRERSAA 1,122,357 1,102,895 1,233,034 1,179,646 1,156,194
Non-controlling interests FEd R 2R 48,710 60,538 114,646 106,867 81,938
1,171,067 1,163,433 1,347,680 1,286,513 1,238,132
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