G HOLDING LIMITED
ik 8 R 22 3

INTERIM RE

2014

PR E



CONTENTS Bi##

2 Corporate Information

NRIER

ERRsR A IR

5 Condensed Consolidated Interim Statement of
Comprehensive Income

ERGsA T2 ERER

6 Condensed Consolidated Interim Statement of
Financial Position

BRER A P B B R

Condensed Consolidated Interim Income Statement

10

34

44

Condensed Consolidated Interim Statement of
Changes in Equity
EEEReL il - PR

Condensed Consolidated Interim Statement of
Cash Flows
R e IR RER

Notes to the Condensed Consolidated Interim Financial
Information

LR A T R AR

Management Discussion and Analysis
BRI mEDHT

Other Information

HA AR




CORPORATE INFORMATION

DNREH

Directors

Executive Directors

Mr. ZHOU Xiangyang (Chairman and Chief Executive Officer)

Mr. YU Yonghua
Mr. LI Xianlu

Mr. LUO Huagang
Ms. YUAN Liqun
Mr. LI Feide

Independent Non-executive Directors

Mr. TAN Jinsong
Mr. LAM Ming Yung
Ms. CAO Zhoutao

Audit Committee

Mr. TAN Jinsong (Chairman)
Mr. LAM Ming Yung
Ms. CAO Zhoutao

Remuneration Committee

Ms. CAO Zhoutao (Chairman)
Mr. TAN Jinsong

Mr. LAM Ming Yung

Mr. ZHOU Xiangyang

Mr. LUO Huagang

Nomination Committee

Mr. ZHOU Xiangyang (Chairman)
Mr. LUO Huagang

Mr. TAN Jinsong

Mr. LAM Ming Yung

Ms. CAO Zhoutao

Executive Committee

Mr. ZHOU Xiangyang (Chairman)
Mr. YU Yonghua

Mr. LI Xianlu

Mr. LUO Huagang

Ms. YUAN Liqun

Mr. LI Feide

Welling Holding Limited | EBZERER QA

EE
HITES

ERSEE(ZEREREHITE)
FOKERLE
FREELE
REM KL
RAMBLL
FRIELLE

BYFHTES

BN
AR S
EEL L

EREES

BYPIMELE(TE)
MEAB LA
EMELL

FMEES

BB (ZE)
FEYIELE
MERE e
S0
REMIEE

REEZEE

BB ELE(E/E)
EREMIEE
EYIELE
MEAB LA
EMELL

TREES

BRkGEE(EE)
FOKERLE
FREELE
REM KL
RMBLL
FRIELLE



CORPORATE INFORMATION
DNEEH

Company Secretary

Ms. TANG Wai Ying, Tracy cra FccA

Registered Office

Suite 3904, 39/F, Tower 6
The Gateway, Harbour City
9 Canton Road

Tsim Sha Tsui

Kowloon

Hong Kong

Legal Adviser

Paul Hastings

21-22/F, Bank of China Tower
1 Garden Road

Hong Kong

Auditor

PricewaterhouseCoopers
Certified Public Accountants
22nd Floor Prince’s Building
Central

Hong Kong

Principal Bankers

Bank of China Ltd.

Agricultural Bank of China Ltd.

Industrial and Commercial Bank of China Ltd.
China Merchants Bank Co., Ltd.

Bank of Communications Co., Ltd.

Share Registrar

Computershare Hong Kong Investor Services Limited

17M Floor, Hopewell Centre
183 Queen’s Road East, Wanchai
Hong Kong

Website Address

http://www.welling.com.cn

Stock Code

382

DEWE
BB L cra Foca
HRER

B
B
e
ER B
AR ERAE
FE6RE39IE3904E

SRR

T EANEISET
6

TEEESR

IR R E21-2218

BB Em

BERGER T BN RSP
X ERTAD

B

IR

KFRNE228

FERT

PRI TARD B IR A T
PR R ERITIRNBRRAA
P TR BRR A A
R RITIR N AR A A
RIBIRITR D BRAF]
BB BFEELE
EBPRFHFELERAT
B

BT 2fa KER1835%%
AFFLTME

DA AU
http://www.welling.com.cn
IR A7 X8R

382

Interim Report A iRk & 2014



INTERIM RESULTS
RRIRE

The directors (the “Directors”) of Welling Holding Limited (the “Company”)  EEIZERARAF ([AQAR HNES([EE])EE
hereby present the unaudited consolidated results of the Company and 2742 & RE B AR (5B ANEE ) EZ=2014F
its subsidiaries (together, the “Group”) for the six months ended 30 June 6 A308 IL61E A 2 R ETIXL A ELE © BF2013
2014, together with the comparative figures for 2013. These condensed ~ FZ L EET - ZERHAGA P HTHE R RLEE
consolidated interim financial information have not been audited, but have 1% ' HEHRAREZEZZEC([FEZEZET])E
been reviewed by the Company’s audit committee (“Audit Committee”). B9 o

CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT

R4S P HE ®
For the Six Months Ended 30 June 2014
HZ201446 A30F 1L61H A
Unaudited
RCERZ
Six months ended 30 June
HZ6H30H16MEA
2014 2013
Note HK$’000 HK$’000
BiaE BEET T BT T
Revenue WA 6 4,955,768 4,582,075
Cost of goods sold HEE MR (4,184,469) (3,846,641)
Gross profit EF 771,299 735,434
Other (losses)/gains — net HAb (E518),Was — F5E 7 (29,384) 11,245
Selling and marketing costs SHE K TG H ER A (106,866) (91,067)
Administrative expenses T (178,201) (140,634)
Operating profit BT 456,848 514,978
Finance expenses MEER (21,469) (28,089)
Finance income BEUWA 8,425 4,204
Finance expenses — net RMEER-F3 9 (13,044) (23,885)
Share of profit of associates accounted AR EABR 2 FE(RE & A F)
for using the equity method pallpiEs! 28,850 8,339
Profit before income tax RTS8 AT R 472,654 499,432
Income tax expense SRz 10 (78,416) (80,542)
Profit for the period HRF)E 394,238 418,890
Profit attributable to: BT AL EEFIE :
Owners of the Company ViN/NETEZ ¥ =N 390,998 419,369
Non-controlling interests IR IR A 3,240 (479)
394,238 418,890
Earnings per share attributable BAREEAEEERER
to the owners of the Company, D REYIR
expressed in HK cents per share
- Basic —®K 11 13.71 14.82
— Diluted — s 11 13.69 14.75
Dividends BRE 12 - -

The notes on page 10 to 33 form an integral part of this condensed — EMRFE10E33E M st AR B HLR S P A IS E R

consolidated interim financial information.

4
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME

— 22
s ePHEEKBER
For the Six Months Ended 30 June 2014
HZE2014%F6 A30H 1F61EA
Unaudited
RIEER
Six months ended 30 June
EZ6H30H1L6fER
2014 2013
HK$’000 HK$'000
BT T BT T
Profit for the period HAA F 394,238 418,890
Other comprehensive (loss)/income: Hib2mE(BE), W -
Item that may be reclassified to profit or loss: AJEF A EE B EA -
Currency translation differences SN B =R (37,343) 57,874
Other comprehensive (loss)/income for HNHE M2 (EE) s
the period (37,343) 57,874
Total comprehensive income for the period HIAZ2EUWHEZLE 356,895 476,764
Total comprehensive income for the period U T A TELHAZE
attributable to: RS sE
Owners of the Company RATHEBA 354,264 476,270
Non-controlling interests FEFERR A 2,631 494
356,895 476,764

The notes on page 10 to 33 form an integral part of this condensed

consolidated interim financial information.

N E10E33E 2 M RARRLR S IR AR

ZHERER
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

RS P IR AR

As At 30 June 2014

720146 A30H
Unaudited Audited
REEZ KEERIZ
30 June 31 December
2014 2013
20144 20134
6A30H 12H31H
Note HK$’000 HK$’000
st BEET T BT T
ASSETS BE
Non-current assets FRBEE
Leasehold land and land use rights THE b Ko 1 Hb {5 A #E 13 216,526 221,288
Property, plant and equipment eI & 13 1,205,345 1,212,254
Investment properties LAY 53,580 55,582
Intangible assets m AR 74,844 92,935
Investments accounted for using AEREARZIRE
the equity method 322,207 296,259
Deferred income tax assets EEFTISTHEE 34,953 38,392
Available-for-sale financial assets A HESEE 110,887 111,959
Prepayments for property, plant and equipment  FEfT 1% - R RSB H1E 15 17,222 24,705
2,035,564 2,053,374
Current assets REBEE
Inventories FE 14 599,547 876,729
Trade and other receivables H 5 K HAth R W sk 15 3,403,522 2,996,253
Derivative financial instruments PTESBMTA 5,824 26,128
Pledged bank deposits BRI TIER 73,827 114,284
Cash and cash equivalents ReMIREeEEY 1,540,821 1,825,010
5,623,541 5,838,404
Total assets BEE 7,659,105 7,891,778
EQUITY ER
Equity attributable to the owners of RATEE AEEER
the Company
Share capital R A 16 4,961,431 1,424,603
Share premium I im(E - 3,631,044
Other reserves H M 17 (2,640,838) (2,635,843)
Retained earnings REB&F
— Proposed final dividend —EEARERE - 242,183
— Others —Hh 1,614,478 1,250,099
3,935,071 3,812,086
Non-controlling interests FEE AR 65,521 62,890
Total equity EREE 4,000,592 3,874,976
Welling Holding Limited | EBZERER QA



CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

RS P IR AR

As At 30 June 2014

720146 A30H
Unaudited Audited
REEZ KEERIZ
30 June 31 December
2014 2013
20144 20134
6A30H 12H31H
Note HK$’000 HK$’000
st BEET T BT T
LIABILITIES aE
Non-current liabilities ERBERE
Borrowings B 18 - 43,083
Deferred income tax liabilities RIEFET A E 123,198 110,690
Deferred government grants IR TR AT FR R 33,385 33,954
156,583 187,727
Current liabilities REEE
Trade and other payables B 5 REAMERRK 19 3,316,121 3,436,647
Derivative financial instruments TEEmIA 33,067 3,017
Current income tax liabilities BIERFTS R B (& 29,553 48,857
Borrowings B 18 123,189 340,554
3,501,930 3,829,075
Total liabilities weE 3,658,513 4,016,802
Total equity and liabilities ERREEHEE 7,659,105 7,891,778
Net current assets REEEFE 2,121,611 2,009,329
Total assets less current liabilities BEERTBERS 4,157,175 4,062,703

The notes on page 10 to 33 form an integral part of this condensed
consolidated interim financial information.

FHNE10E33E 2 M RARRLRE T M B E R

ZHERER D
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
ERESFHEREE R

For the Six Months Ended 30 June 2014

HZ=2014F6 A30H 1F61EA
Unaudited
FEEG
Attributable to the owners of the Company
NG 2PN
Non-
Share Share Other Retained controlling Total
capital premium reserves earnings Total interests equity
KA R EE Hitfte REEF Rt FERER ERAE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BT BRI BETT BETT
Balance at 1 January 2013 R2013F1 A1 B 2 &8 1,410,856 3,623,417 (2,750,247) 864,778 3,048,804 54,450 3,103,254
Comprehensive income: 2HEkE
Profit for the period BT - - - 419,369 419,369 (479) 418,890
Other comprehensive income: HEt2ENE -
Currency translation differences WEREESR - - 56,901 - 56,901 973 57,874
Total comprehensive income 2HEKRAE - - 56,901 419,369 476,270 494 476,764
Transactions with owners: HRRAETHRS
Share option scheme 2l
- value of services provided -FiRRE 2 BE - - 146 - 146 - 146
- proceeds from shares issued —BIRGTE 9,300 5,301 - - 14,601 - 14,601
- share issuance expenses i - (157) - - (157) - (167)
Dividend relating to 2012 0125 ERE - - - (13633%) (136339 - (13633
Total transactions with owners ~ EEEARTZZZEE 9,300 5,144 146 (136,335) (121,745) - (121,745)
Balance at 30 June 2013 H2013F6530A 2 84 1,420,156 3,528,561 (2,693,200) 1,147,812 3,403,329 54,944 3,458,273
Balance at 1 January 2014 R2014F1 1A 2 &8 1,424,603 3,531,044  (2,635,843) 1,492,282 3,812,086 62,890 3,874,976
Comprehensive income: 2HkE
Profit for the period HBAFE - - - 390,998 390,998 3,240 394,238
Other comprehensive income: Hiv2EksE
Currency translation differences INEFEEE - - (36,734) - (36,734) (609) (37,343)
Total comprehensive income 2EREEE - - (36,734) 390,998 354,264 2,631 356,895
Transactions with owners: BRAAETHRS
Transfer to statutory reserves BRETTHE - - 25,988 (25,988) = = -
Share option scheme DG HE]
— proceeds from shares issued ~BRFEERE 5,829 - - - 5,829 - 5,829
- share issuance expenses ~RABARY (45) - = = (45) = (45)
Transition to no-par valug regime on 720143 A3BBERIE
3 March 2014 (note 16 (c)) BERHHE(HT60C) 3,531,044  (3,531,044) C - - - -
Contribution by owners relating to B AR BERES R
share-based payment (note 17() ~ BVEEF(MIFH17 (o)) - - 5,751 - 5,751 - 5,751
Dividend relating to 2013 20135 RS - = = (242,814) (242,814 = (242,814)
Total transactions with owners ~ EEEAET2RZAE 3,536,828  (3,531,044) 31,739 (268,802) (231,279) - (231,279)
Balance at 30 June 2014 R2014F6 30 A 2 &84 4,961,431 - (2,640,838 1,614,478 3,935,071 65,521 4,000,592

The notes on page 10 to 33 form an integral part of this condensed

consolidated interim financial information.
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS
EREESFHASRER

For the Six Months Ended 30 June 2014

HZ=2014F6 A30H 1F61EA
Unaudited
RBER
Six months ended 30 June
EZ6H30H1L6fER
2014 2013
HK$’000 HK$'000
BT T BT T
Net cash generated from ReEFTHEEZ
operating activities BEFEE 265,249 403,285
Cash flows from investing activities RETHZRERE
Purchases of property, plant and equipment BEYWE  WENLKE (71,379) (47,411)
Increase in construction-in-progress EEZITREm (46,669) (63,691)
Decrease/(increase) in prepayments for property, FB1I#1% - BiE &8 20E
plant and equipment B (3En) 7,483 (408)
Proceeds from sale of property, plant and HEWE  BEMRE
equipment Fris g 26,817 17,871
Development cost D #IN (9,482) (7,509)
Dividends received RS 11,401 6,936
Net cash used in investing activities RETEMAZRSFE (81,829) (94,208)
Cash flows from financing activities RMETH2ESRE
Proceeds from borrowings ER NS/ 792,795 817,670
Repayments of borrowings BEER (1,050,872) (808,178)
Decrease in pledged bank deposits B RRITIFFOR D 40,457 24,266
Dividends paid B A (242,814) (136,335)
Proceeds from issuance of ordinary shares BITEBRFTIS A 5,829 14,601
Share issuance expenses M1 TR (45) (157)
Net cash used in financing activities BETEETACRSTE (454,650) (88,133)
Net (decrease)/increase in cash and RERASEEWORD) 1Em
cash equivalents FEE (271,230) 220,944
Cash and cash equivalents at the beginning Bz Re RS
of the period Z(EY) 1,825,010 825,717
Effect on exchange difference ELEZETE (12,959) 11,898
Cash and cash equivalents at the end HRzHERES
of the period ZE Y 1,540,821 1,058,559

The notes on page 10 to 33 form an integral part of this condensed &N HFE10E33E 2 i st AR HLR A hHI 15 & K
consolidated interim financial information. ZHEKE -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
GRS R B E R

1.

10

General Information

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

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

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

This condensed consolidated interim financial information for the six
months ended 30 June 2014 are presented in Hong Kong dollars
(“HK$"), unless otherwise stated. This condensed consolidated
interim financial information has been approved for issue by the
Board of Directors on 12 August 2014.

Basis of Preparation

This condensed consolidated interim financial information for the six
months ended 30 June 2014 has been prepared in accordance with
Hong Kong Accounting Standard 34, ‘Interim financial reporting’. The
condensed consolidated interim financial information should be read
in conjunction with the annual financial statements for the year ended
31 December 2013, which have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”).

Accounting Policies

Except as described below, the accounting policies applied are
consistent with those of the annual financial statements for the year
ended 31 December 2013, as described in those annual financial
statements.

Amendments to HKFRSs effective for the financial year ending 31

December 2014 are not expected to have a material impact on the
Group.

Welling Holding Limited | EBZERER QA
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
SRS R B E R

3.

Accounting Policies (Continued)

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

There are no other amended standards or interpretations that
are effective for the first time for this interim period that could be
expected to have a material impact on the Group.

Estimates

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

In preparing these condensed consolidated interim financial
statements, the significant judgements made by management in
applying the Group’s accounting policies and the key sources of
estimation uncertainty were the same as those that applied to the
consolidated financial statements for the year ended 31 December
2018.

Financial Risk Management
5.1 Financial risk factors

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

The interim condensed consolidated financial statements
do not include all financial risk management information and
disclosures required in the annual financial statements, and
should be read in conjunction with the Group’s annual financial
statements for the year ended 31 December 2013.

There have been no changes in the risk management
department or in any risk management policies since year end.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
GRS R B E R

5. Financial Risk Management (Continued)

12

5.2

5.3

Liquidity risk

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

Fair value estimation

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

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

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

° Inputs for the asset or liability that are not based on

observable market data (that is, unobservable inputs)
(level 3).

Welling Holding Limited | EBZERER QA
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

LGRS T B B E R

5. Financial Risk Management (Continued)
5.3 Fair value estimation (Continued)

The following table presents the Group's assets and liabilities
that are measured at fair value as at 30 June 2014.

5. MBEREE(E)
5.3 AREEM(E)

TREVKEBER2014F6 A30H IR A
hEEAEZEERARE -

Level 1 Level 2 Level 3 Total
£ -t E=# st
HK$°000 HK$’000 HK$°000 HK$’000
BETT BT B¥TT AB¥T
Assets BE
Financial assets at fair value RAREETER
through profit or loss HEBH ABEZ
SREE
Derivative financial instruments THEERIA
— Commodity futures contracts —HEmBEEYN 5,518 - - 5,518
— Foreign exchange forward contracts  —4MNERHIA#) - 306 - 306
Available-for-sale financial assets AHEESREE
— Equity investments —RAERE - - 110,887 110,887
Liabilities &
Financial liabilities at fair value RAREETER
through profit or loss HEBT ABEZZ
sRBE
Derivative financial instruments PTESRT A
— Commodity futures contracts —EmBEELN 616 - - 616
— Foreign exchange forward contracts — ¥ &= HRA 49 - 32,451 - 32,451
Interim Report A iRk & 2014 1 3



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
GRS R B E R

5. Financial Risk Management (Continued)

14

5.3 Fair value estimation (Continued)

The following table presents the Group's assets and liabilities

that are measured at fair value as at 31 December 2013.

5. MBEREE(E)

5.3

D RBEEMGR (R

TRENAREFP2013F12 H31 B L

ARBEMEZEERAE -

Level 1 Level 2 Level 3 Total
F—H EHK B #Et
HK$’000 HK$'000 HK$'000 HK$'000
BEETT BT B%TT BBt
Assets BE
Financial assets at fair value RAREETER
through profit or loss HEBH ABEZ
SREE
Derivative financial instruments THEERIA
— Commodity futures contracts —HEmBEEYN 8,109 - - 8,109
- Foreign exchange forward contracts  —4MNEREIE 4 - 18,019 - 18,019
Available-for-sale financial assets AHEESREE
— Equity investments —RIERE - - 111,959 111,959
Liabilities afE
Financial liabilities at fair value RAREETER
through profit or loss HEBT ABEZZ
sRBE
Derivative financial instruments PTESRT A
— Foreign exchange forward contracts — JMN&E& HiE 49 - 3,017 - 3,017

Welling Holding Limited | EBZERER QA



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
SRS R B E R

6.

Segment Information 6. oIWEHR
The principal activities of the Group are the manufacturing, REFBZFBESAETBHNGINEE « D
distribution and selling of motors and electronic and electric FHERBER L BWNETEERER -
components for electrical household appliances in the PRC and
overseas.
In accordance with the Group’s internal financial reporting provided RIEBEAEEIRZTHEESARITA  EF
to chief operating decision-maker, the Board of Directors, who e(NBEHERER  FEEED IR LA
is responsible for allocating resources, assessing performance ERBAR 2 EBLERKE) NN EBI
of the operating segments and making strategic decisions, the % BEBRAANER MM EEEE
management considers the business from both business and AR - MEFFERE - AEBENE—E
geographical perspective. From business perspective, the Group has E S
only one business segment.
The Group is domiciled in the PRC. The Group’s revenue from NEBEENBE - ANEENR A EIER &EIEIN
customers located in the PRC and outside the PRC are presented as 2R ZIWMAZHINT -
follows:
Six months ended 30 June
B Z6H30H LL61EA
2014 2013
HK$’000 HK$'000
BE¥T T BT
Revenue from customers in the PRC REFPBEHEAZTE Z WA 3,475,649 3,136,987
Revenue from customers outside the PRC REFRBIRINE P 2 WA 1,480,119 1,445,088
4,955,768 4,582,075

No geographical segment analysis on non-current assets is prepared
as substantially all of the Group’s assets were located in the PRC.

Information about a major customer
Revenue of approximately HK$495,951,000 (2013: HK$510,158,000)

was derived from a single customer, which is a related party of the
Group.

REBBRIBOEEMNPE - B EEEIE
MBEE MR D EAHT -

ER—BXEEFzEH
5B 498 495,051,000 7T (2013 4 = ik

510,158,0007T) Z WA K E — & F RAKE
B 2 E—KP -

15
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
GRS R B E R

7. Other (Losses)/Gains - Net 7. Hi(EE) Wi — B
Six months ended 30 June
HZ6H30HL6MEA
2014 2013
HK$’000 HK$’000
BT BT
Government grants received B WIS 4 L 2,696 6,736
Derivative financial instruments: PTESMIA :
— fair value loss on commodity — T HEEBWRIEE R
future contracts not qualified for hedge BEsERHAEEHN
accounting AREEEE (11,495) (18,420
— fair value (loss)/gain on foreign exchange — IR ERIEE e RIE
forward contracts not qualified for hedge ZHNERIEH AR EE
accounting (F518), Mz (44,091) 32,781
Dividend income from available-for-sale AHEESREE Y
financial assets fig S A 11,401 6,936
Claim from suppliers REHERAHRE 4,960 2,919
Exchange gain/(loss) [ 5 Uas, (E518) 8,286 (14,504)
Loss on disposal of property, HEME - BEMEEZ
plant and equipment E518 (2,615) (4,466)
Rental income HEWRA 2,324 -
Others A (850) (737)
(29,384) 11,245
8. Expenses by Nature 8. EMESEZHX
Expenses included in cost of goods sold, selling and marketing costs FTAHEE @A - HE RIS R AN RTT
and administrative expenses are analysed as follows: BRI
Six months ended 30 June
HZ6H30H1L6MEA
2014 2013
HK$’000 HK$'000
BT BT
Depreciation e 84,111 77,020
Amortisation of intangible assets maEgH 1,584 1,561
Amortisation of leasehold land and THE i S b A
land use rights B 2,649 2,612
Employee benefit expenses EEEFIFZ 493,939 500,536
Operating leases rental for land and buildings T REFLEHERS 3,770 4,541
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
SRS R B E R

9. Finance Expenses - Net

10.

9. BMEER-FH

Six months ended 30 June

HZ6H30H6MEA
2014 2013
HK$’000 HK$'000
BT T BETFT
Interest expense FEFEZ (22,996) (14,382)
Exchange gain/(loss) — net [& 5 Uas/(E518) — %58 1,527 (18,707)
Finance expenses BEER (21,469) (28,089)
Finance income — interest income on BB WA —IRITFRZ
bank deposit FEMA 8,425 4,204
Net finance expenses & B A (13,044) (23,885)
Income Tax Expense 10. FRBHiAX
Six months ended 30 June
EZ6H30H1L6MER
2014 2013
HK$’000 HK$'000
BT T BB T
Current income tax BNEAFR1S T
— PRC corporate income tax — R EI{bEEMSH 54,416 59,014
— Hong Kong profits tax —EBNER - 180
54,416 59,194
Deferred income tax REFTIST 24,000 21,348
78,416 80,542
Interim Report A iRk & 2014 1 7



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
GRS R B E R

10. Income Tax Expense (Continued)

(i)

(i)

(iii)

Macao and British Virgin Islands profits tax

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

Hong Kong profits tax

Hong Kong profits tax is provided at annual income tax rate of
16.5% for the periods under review.

PRC corporate income tax

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

11. Earnings Per Share

18

(a)

Basic

Basic earnings per share are calculated by dividing the profit
attributable to the owners of the Company by the weighted
average number of ordinary shares in issue during the period.

10. FRAEHBI (&)

(i)

(i)

(iii)

RAREBELZESNEHR

&R B A M (E B RS B R A L 55 RDA
R EERITRHIR o

BFRNER

HN - BEFEBIRBEESHRE
%16.5%5T4E °

R TEH

BETHEARRMEREATZE N
R EEHEA16%IN - PEERAFH
Tz BOXTE W15 2 A 2 25% &t
he - WH AR R B S E SRR
R 2 BB {EH AR -

1. BRER

(a)

&R
FIRBARFTIRA D A A
PRI AP B BT HIB AR 2 A0
BB -

Six months ended 30 June

HZ6H30H1L6MEA
2014 2013

Profit for the period attributable to the owners RNEHEA AELEAFE

of the Company (HK$’000) GB¥TIT) 390,998 419,369
Weighted average number of ordinary shares AR EERERERZ

for the purposes of basic earnings per share BN

('000 shares) (FR%) 2,851,897 2,829,352
Basic earnings per share (HK cents) FRREARZF|(BL) 13.71 14.82
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

LGRS T B B E R

11. Earnings Per Share (Continued)
(b) Diluted

For the six months ended 30 June 2014 and 2013, diluted
earnings per share were calculated by adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The dilutive
potential ordinary shares of the Company are performance-
based share options. For the share options, a calculation
is done to determine the number of shares that could have
been acquired at fair value (determined as the average
annual market share price of the Company’s shares) based
on the monetary value of the subscription rights attached to
outstanding share options. The number of shares calculated as

1. BREF(E)

(b) #F

B Z 20144 201346 A 30 B 1- 61
A GREERTTEBARDETE
R METHE - UWERRETEEY
BRERBERTE c KRR ZETE
SELRR BRI AL BRE - Bt
BREMS @ & RITERREH
REE EEEETHE  UETEH
BARBEEEAARRNDFHFEED
SREET)KEZRMHEE - L
TERTEZ RN EE & R A AR
AT MRS BT 2 BN B B fELLES -

above is compared with the number of shares that would have
been issued assuming the exercise of the share options.

Six months ended 30 June

HZ6H30H6MEA
2014 2013
Profit for the period attributable to the owners AR RHER ARG RS
of the Company (HK$’000) (BEETIT) 390,998 419,369
Weighted average number of ordinary shares AR EERERERNZ
for the purposes of basic earnings per share B INRE T 98
('000 shares) (FR%) 2,851,897 2,829,352
Adjustments for share options ('000 shares) IR (TAR) 5,030 13,803
2,856,927 2,843,155
Diluted earnings per share (HK cents) ERESERF GBL) 13.69 14.75
12. Dividends 12. ®RE
The proposed final dividend for 2013 by the Directors on 10 March FEEN2014F3 H10H 2 2013F R HIfR
2014 was HK$242,183,000, based on the 2,849,206,822 ordinary B 778 ¥ 242,183,000 7T ( E R 720134 12
shares issued as at 31 December 2013 of HK8.5 cents per share. HA31 R #1722,849,206,822 % & i I &
Subsequently, 7,426,000 ordinary shares was issued under the f&8.57 1) - Hig - AR R HN2014F5 A
share option scheme before the approval of the final dividend at the SORRITZRRBAFAREG EHAERBRKRE 2
Company’s Annual General Meeting on 30 May 2014. As a result, Al + 7,426,000 1% & 38 AR AR 15 48 % i 5T E1 3
the actual final dividend paid for 2013 was HK$242,814,000 based 7o Bt - 2013F BN BB RERE /B
on 2,856,632,822 ordinary shares of HK8.5 cents per share. 242,814,000 7 (£ 714 2,856,632,822 i & & ik
BHE8.581L) °
The Directors have resolved not to declare an interim dividend in EEHRTEIREE2014F6 5308 (H61E A
respect of the six months ended 30 June 2014 (2013: Nil). ZHEARE B (20134 « &) ©

Interim Report A iRk & 2014 1 9



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
GRS R B E R

13. Capital Expenditure 13. EXRFEX
Leasehold land Property,
and land use plant and
rights equipment
HELHER ME - WE
T ith 5 FAE e
HK$’'000 HK$'000
BT T BT T
Opening net book amount as at A2013F1H81B2Z

1 January 2013 HA I BRERE 219,722 1,242,984
Additions NE - 111,102
Disposals k= - (22,337)
Amortisation/depreciation charges B IERY (2,612) (77,020)
Currency translation differences INEEITE R 3,923 21,667

Closing net book amount as at A2013F6H30H 2
30 June 2013 HREREEE 221,033 1,276,396

Opening net book amount as at H2014F18182Z

1 January 2014 ¥ AR EFHE 221,288 1,212,254
Additions INE - 118,048
Disposals k= - (29,432)
Amortisation/depreciation charges B IERY (2,649) (84,111)
Currency translation differences INEEITE R (2,113) (11,414)

Closing net book amount as at R2014F6 H30H 2
30 June 2014 BARARTERE 216,526 1,205,345

- 4
14. Inventories 14. FE
As at
I

30 June 31 December
2014 2013
20144 20134
6H30H 12H31H
HK$’000 HK$'000
BT T BT T
Raw materials B 184,762 220,163
Work-in-progress 202 20,294 30,293
Finished goods AL oA 394,491 626,273
599,547 876,729
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
SRS R B E R

15. Trade and Other Receivables 15. EZ R EMEWR

As at
Iy
30 June 31 December
2014 2013
20144 20134
6H30H 12A31H
HK$’000 HK$’000
BT T BET T
Trade receivables (Note (a)) & SR (M7 @) 1,421,310 1,232,725
Less: allowance for impairment B R E RS (41,890) (41,750)
Trade receivables - net BN —F5 1,379,420 1,190,975
Notes receivable (Note (a)) FEWEIE (M5t () 581,586 1,049,262
Amounts due from related parties R Fa R 7 kI8
(Note (a), 22(b)) (FfizE(a) * 22(b)) 1,294,089 478,010
3,255,095 2,718,247
Prepayments SENNES 71,379 108,581
Other receivables E AR 70,647 70,209
Less: allowance for impairment of other B B EUGR A
receivables BERE (401) -
Recoverable value-added tax-net AU EIE(E R — FEE 24,024 123,921
3,420,744 3,020,958
Less: non-current portion A FERNERER
Prepayments for property, plant ERYE - BER
and equipment BABRIE (17,222) (24,709
3,403,522 2,996,253
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
GRS R B E R

15. Trade and Other Receivables (Continued) 15. ES R EMEWRR(E)

(@)  The majority of the Group’s trade receivables are with credit @ AEBRLLIBHEBKZEERN
period from 30 days to 150 days. The ageing analysis of the TFI0HZE150H - AEEE FEUGIA
gross trade receivables, notes receivable and amounts due 2 FEWEE N FEWR IR 5 I8 2 BRI
from related parties of the Group are as follows: DT

As at
I

30 June 31 December
2014 2013
20144 20134
6H30H 12A31H
HK$°000 HK$'000
BET T BT T

Gross trade receivables: B SRR
Within 3 months =@ANUA 1,182,425 1,021,925
3 to 6 months =E=XEA 227,565 200,378
Over 6 months NEA U B 11,320 10,422
1,421,310 1,232,725

As at
i
30 June 31 December
2014 2013
20144 20134
6H30H 12H31H
HK$’000 HK$’000
BT T BT
Notes receivable: FEWEE :

Within 3 months =B ARA 335,766 86,591
3 to 6 months =z @A 245,820 962,671
581,586 1,049,262
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
SRS R B E R

15. Trade and Other Receivables (Continued) 15. ES R EMEWRR(E)

(@  (Continued) @ (&)
As at
I
30 June 31 December
2014 2013
20144 20134
6H30H 12A31H
HK$’000 HK$'000
BEET T BT T
Amounts due from related parties: FEULRAEE S FRIE -
Within 3 months =EAUA 935,218 478,010
3 to 6 months =Z=[EA 358,871 -
1,294,089 478,010
16. Share Capital 16. IR
As at
S
30 June 2014 31 December 2013
201456 H30H 2013%12A31H
Number of Number of
shares (’000) HK$’000 shares ('000) HK$’000
BHEE Eghr (4=
(Fm) BET T (FA%) BT T
Authorised: (Note (a)) EE - (MRE@@)
Ordinary shares of HK$0.5 each BREBEBK0STZ
(Note (b)) LAk (M3 0) - - 4,000,000 2,000,000
Ordinary shares, issued and fully paid: ERTRACREAZEER :
Number of
shares ("000) HK$’000
R ER (FR) BET T
At 1 January 2013 2013F1H1H 2,821,713 1,410,856
Shares issued under the share option scheme  RIFFE G2 217 2 XD
(Note (d)) (F3E(0)) 18,600 9,300
At 30 June 2013 7201356 H30H 2,840,313 1,420,156
At 1 January 2014 #2014%F181H 2,849,207 1,424,603
Transition to no-par value regime on HR2014F3A3HBEREHEE
3 March 2014 (Note c)) fiscdn 61 = (B 7E(C)) = 3,531,044
Shares issued under the share option scheme  1RIEFERRIEET 210 31T 2 % (5
(Note (g)) (B3Z(e)) 7,426 5,784
At 30 June 2014 74201456 830H 2,856,633 4,961,431
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
GRS R B E R

16. Share Capital (Continued)

24

(@)

Under the Hong Kong Companies Ordinance (Cap. 622),
which came into effect on 3 March 2014, the requirement for
authorised share capital has been abolished.

In accordance with section 135 of the Hong Kong Companies
Ordinance (Cap. 622), the concept of nominal (par) value
has been abolished with effect from 3 March 2014. There is
no impact on the number of shares in issue or the relative
entitlement of any of the members of the Company as a result
of this transition.

In accordance with the transitional provisions set out in section
37 of Schedule 11 to Hong Kong Companies Ordinance
(Cap. 622), on 3 March 2014, any amount standing to the
credit of the share premium account has become part of the
Company’s share capital.

The share options exercised by the employees of the Group
for the period ended 30 June 2013, resulted in 18,600,000
shares being issued at HK$0.785 each, yielding proceeds after
transaction costs of approximately HK$14,444,000, which was
recognised as share capital and share premium amounting to
HK$9,300,000 and HK$5,144,000 respectively. The weighted
average closing price of shares of the Company at the time of
exercise of share options was HK$1.53.

The share options exercised by the Directors and the
employees of the Group for the period ended 30 June 2014,
resulted in 7,426,000 shares being issued at HK$0.785 each,
yielding proceeds after transaction costs of approximately
HK$5,784,000, which was recognised as share capital. The
weighted average closing price of shares of the Company at
the time of exercise of share options was HK$2.53.

Details of the movements in respect of share option schemes
are set out under the section “Other Information” on pages 44
to 47.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
SRS R B E R

17. Other Reserves 17. HAvfEE
Share-  Available-
Statutory ~ General  Enterprise Share based  for-sale
reserve reserve  expansion option  payment revaluation  Exchange Merger
fund fund fund reserve reserve reserve reserve reserve Total
EERE  -REE  LEER BRE NROAEE e
E% Ed B¢ B WXARE  EfRE  ERGE ARG aif
HK$000  HK$000  HK$'000  HK$000  HKS000  HKS000  HK$000  HK$'000  HK$000
BETT  EETR BETr BBt BYTm BBt BYTn BT EETR
note (@) note (@) note (a) note (o) note (d)
lizte) fizHa) Hite) o) (o)
Balance at 1 January 2013 R2013F1 B1RZ &R 5oAl 145832 136679 25,632 19423 10212 164747 (3258013  (2,750,247)
Share option scheme B3
- value of senvices provided - FriRitiRs < B - - - 146 - - - - 146
Currency tranglation differences ~ MFEEE - - - - - - 56,901 - 56,901
Balance at 30 June 2013 R2013E6A30R 28 5,241 145,832 136,679 25,718 19423 10,212 221,648 (3258013  (2,693,200)
Balance at 1 January 2014 R2014E1R1R 2 ER 5783 156301 147,238 25,779 19,423 13587 253969  (3,258,013) (2,635,843)
Currency translation differences ~ SMEREZS - - - - - - (36,734) - (36,734)
Contribution by owners relatingto ~ BEEE AR BER
share-based payment (ote ) OB E(F3E() - - - - 5,751 - - = 5,751
Transfer to Statutory reserve ERDITRE - 12,094 12,094 - - - - - 25,988
Balance at 30 June 2014 R201456R30A L5 5783 169,385 160,232 25,719 25,174 13587 217,285 (3,258,013) (2,640,838)
(@) The Company’s PRC subsidiaries are required to follow the @ ARAEFEZMHEBATEETFEDE

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

BRER - RSB ZEMEREA -
ZEMBARARBETEEES  »
RlAE—REEESRCERREES 15
BRBEBRTRE D IR Z AT RIR
B o AR BRTRE AN EEA 2
BEHR B R ABRE M 15058 M AR &L 2 B
FEERBFE - WEREMBARER
BN HZP10% 0 E#EBES  HE
ZREEESREBEEEFMEARZ50%
BlE - LEBEZAESREETE - — K%
EBESETABRE BILERIRATRAE
HIHRETEIBSIE INE A -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
GRS R B E R

17. Other Reserves (Continued)

20

()

Midea Group Co., Ltd. (“Midea”), the intermediate holding
company of the Company, implemented an incentive share
plan for core management staff of Midea and its major
subsidiaries during the year ended 31 December 2012,
under which Midea Holding Co., Ltd. (“Midea Holding”),
the controlling shareholder of Midea, transferred its equity
interest in Ningbo Meicheng Equity Investment Partnership
("Ningbo Meicheng") to the participants to the said incentive
share plan. Ningbo Meicheng holds an aggregate interest
of 3% (representing 30 million shares) in the share capital of
Midea. Further to the arrangement of the incentive share plan,
Midea Holding transferred 3% of its equity interest in Ningbo
Meicheng to two executive directors of the Company, namely,
Mr. Zhou Xiangyang and Mr. Jiang Deqing (resigned on 3 June
2014) on 22 November 2012.

Since the Company has no obligation to settle the above
share-based payment transaction granted by Midea Holding,
the difference between the fair value of the shares transferred
and the cash consideration paid for such shares amounting
to HK$19,423,000 was treated as an equity-settled share-
based payment. Award of the said shares were vested
immediately and this share-based payment were recognised
as expenses in the Group’s consolidated income statement.
The Group accounted for the shares granted to its Directors
as a contribution from its ultimate holding company and
credited it to share-based payment reserve. The fair value of
the shares transferred as estimated by management using
market approach by referencing the market capitalisation and
Price/Earnings multiple for the listed and unlisted subsidiaries
controlled by Midea respectively.

On 18 February 2014, Midea granted share options to the core
management staffs of Midea and its subsidiaries, under which
2,145,000 share options were granted to the Directors and
senior managements of the Group. A bonus issue of shares
on the basis of 15 bonus shares for every 10 existing shares
to the shareholders was approved at Midea’s annual general
meeting held on 21 April 2014. Therefore, the number of share
options granted to the Directors and senior managements of
the Group was adjusted to 5,362,500 share options.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
SRS R B E R

17. Other Reserves (Continued)

17. HE i (8

(¢)  (Continued) © (#&)

Since the Company has no obligation to settle the above BARARBERER AR LA
share-based payment transaction granted by Midea, R BEM I MO S - #URE AR
the fair value of the share options granted amounting to W7 AREBESREES751,000TE
HK$5,751,000 was treated as an equity-settled share-based WS AEH 220146 A30 8 1 HAM bA#E
payment for the period ended 30 June 2014. Award of the mEE RN BERHEZ - Ll
said share options were vested in three tranches subject to the MEEIRES =R - BEMRIAFE
achievement of Midea’s performance target and this share- FERIENME » MARGD AERA S
based payment were recognised as expenses in the Group’s MR EBLGEWNZRANER LAY -
consolidated income statement. The Group accounted for the AREEBRETFEEENaREEAS
shares granted to its Directors and senior managements as a R (7 A LB AT AR A RIfEH B B RAA
contribution from its ultimate holding company and credited it B - Wat AABRD BEM A A HEE -
to share-based payment reserve.

(d) Merger reserve represents the difference between the d) AHHEBEELRZESITREMN 2R
consideration paid for the acquisition under common control, BEANBHEE AJEAREERKSKHE
and the aggregate nominal value of share capital/paid-up PNEZBA /BB AZ AERELE
capital of the subsidiaries comprising the Group contributed by EER
the owners of the Company.

18. Borrowings 18. &
As at
"

30 June 31 December

2014 2013

20144 20134

6H30H 12H31H

HK$°000 HK$'000

BT T BT T

Non-current FEBNER

Long-term bank borrowings, unsecured RERITE R — R = 43,083

Current BPEA

Short-term bank borrowings, unsecured 52 ERERT TIE N — KR 123,189 340,554

123,189 383,637

The effective interest rates of the above floating rate borrowings

at the end of the reporting period were 3.77% per annum (31

December 2013: 3.38% per annum).

RI|EBR LB ERZBEENRS
3.77%(2013F12 8318 : FF|*E3.38%) °

27
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
GRS R B E R

19. Trade and Other Payables 19. ES R EMENRT

As at
"
30 June 31 December
2014 2013
20144 20134
6H30H 12H31H
HK$’000 HK$’000
BT T BT
Trade payables (Note (a)) Z AR (M) 1,362,483 1,449,210
Notes payable (Notes (a) & (b)) BN & (@) K(b) 1,457,274 1,609,364
Amounts due to related parties (Note (a), 22(0)) RS BERETT FKIE (7L (@) - 22(b)) 149,114 60,815
2,068,871 3,119,389
Provision for staff welfare and bonus B TR RIEA R 99,510 144,589
Accruals TBIREA 21,643 22,494
Advances from customers TR EFERER 86,791 18,600
Other payables EMER R 139,306 131,575
3,316,121 3,436,647
(@)  The ageing analysis of the trade payables, notes payable and @ AEBEZEIEMNK  BEEERENH
amounts due to related parties of the Group are as follows: Bt IR 2 BRI AT AN T -
As at
"
30 June 31 December
2014 2013
2014F 20134
6H30H 12H31H
HK$’000 HK$'000
BT T BT
Within 3 months =B ARA 2,107,317 2,169,132
3 to 6 months —z=X@A 468,446 917,813
Over 6 months NEAM E 393,108 32,444
2,968,871 3,119,389
(o)  The balance represents non-interest bearing bank acceptance (o) EHEHRARNEBZEDL 2 TR ERITHK

HER - SIHER DRSE A - 722014
F6A30R  BETENEENRITER
#9 78 #73,827,000 7T, (2013 5 12 A 31
B : 4978%114,284,00070 ) {E AHK3H -

notes issued by the Group with maturity periods of less than
six months. As at 30 June 2014, certain notes payable were
pledged by bank deposits of approximately HK$73,827,000 (31
December 2013: approximately HK$114,284,000).
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
SRS R B E R

20. Contingent Liabilities 20. HAREE
As at 30 June 2014 and 31 December 2013, the Group and the 201456 308 k20134124318 » K&
Company did not have any material contingent liabilities. B RAQB WA ERKAREE -
21. Commitments 21. A¥E
(a) Capital commitments (a) EXEE
As at
S
30 June 31 December
2014 2013
2014F 20134
6H30H 12H31H
HK$’000 HK$'000
BT BT T
Capital expenditure contracted for BRIHEREE
but not provided BARBEY 42,035 98,268
(b) Operating lease commitments (b) KEHERIE
The future aggregate minimum lease payments of the Group REBEIRET AT RS 2 L EHERARK
under non-cancellable operating leases are as follows: JEN 2 AR EFRIBEREIT ¢
As at
S
30 June 31 December
2014 2013
20144 20134
6H30H 12A31H
HK$’000 HK$'000
BT T BT T
Not later than one year TBiB14F 6,578 6,006
Later than one year and not later than five years  #8i81 4B 1 iBiB55F 4,061 3,520
10,639 9,526
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RS B B E R

22. Related Party Transactions

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

(@) Transactions with Related Parties
The following transactions were carried out with related parties

in accordance with the terms mutually agreed between the
respective parties:

22. BHARS
RAFHEEMBARRZRZERNGERE K
HEH o BRI SR B B B A BESE 75 2 &2 St an
T~
(@) EERAEES 2R 5
AT TR 1R E T HEREZ

GHETZRS

Six months ended 30 June

HZ6H30H1L6MER
2014 2013
HK$’000 HK$'000
BT T BT T
Sales to related parties: IR S HE -
— Controlled by the ultimate holding company — SR AR A B 2,166,772 1,825,171
Purchases from related parties: 6] B 5 RS
— Controlled by the ultimate holding company — AR AR A Bl 14,265 10,576
— Controlled by a close family member of — BERZIEIR AT
the ultimate holding company’s FERRZ
substantial shareholder R 74,529 62,092
88,794 72,668
Other transactions with related parties HEBANEMRS
- Controlled by the ultimate - HRAER A RES
holding company
()  Logistics services received from ()  EEEE T EER
related parties i85 15,191 4,008
(i) Rental income received from a related (i) mEEESEISHES
party N 2,210 -
(i) Share-based payment contribution (i) VARRD AEEA S
(Note 17(c)) BRVFEE17(0)) 5,751 -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
SRS R B E R

22. Related Party Transactions (Continued) 22 BB AER S (&)
(@) Transactions with Related Parties (Continued) (a) HEEBH2XZ (&)

Six months ended 30 June

EZ6H30H1E6MER
2014 2013
HK$’000 HK$'000
BT T BT T
Financial services provided by Midea Group EMWWEBEKER QT ([
Finance Co., Ltd. (“Finance Company”) AR NRENSBRTE
- Controlled by the ultimate —HRAER A RES
holding company

() Short-term borrowings received ()  EUSEHIER = 539,794

(i) Short-term borrowings repaid iy ([EEEHER - 539,794

(i) Issues of bills iy FEZEE 1,378,521 787,924

(iv)  Discounted bills (v) BRHERZEE 114,531 418,372

(v)  Interest income on deposits received V) WETFRFEMA 4,823 851

(vi)  Interest expense and bank charges paid  (vi)  SXF BRI RIETT

B 777 7,686

(vii)  Settlement of foreign currency (i)  HNEZE 212,345 -

(b) Balances with Related Parties (b) EEBAEETS Z#EER
As at
"

30 June 31 December

2014 2013

2014 20134

6H30H 12A31H

HK$’000 HK$'000

BT T BT T

Due from related parties included in FEWRIRE T SR8 - BIETE

trade and other receivables: BES RHEMERKIE :

— Controlled by the ultimate holding company — AR AR A Bl 1,294,089 478,010
As at 30 June 2014, the amount due from related parties MR2014F6 301 + BN 5 IES
including notes receivable of approximately HK$842,589,000 B IR FE R 1B 49 &8 15 842,589,000
(31 December 2013: approximately HK$38,101,000). J0(20135 12 A31H : #)7%5¥38,101,000

JT) °
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

RS B B E R

22. Related Party Transactions (Continued) 22 BEEARS(E)
(b) Balances with Related Parties (Continued) (b) EEBARE S = 48k (M)
As at
i
30 June 31 December
2014 2013
20144 20134
6H30H 12A31H
HK$’000 HK$'000
BT T BT T
Due to related parties included in trade and FE{JRIEE S =18 » BIEE
other payables: ESREMESTIE :
— Controlled by the ultimate holding company — ASRRIZER A TS 112,708 6,869
— Controlled by a close family member of — BRARERAT]
the ultimate holding company’s FERE
substantial shareholder MRS 36,406 53,946
149,114 60,815

As at 30 June 2014, the amount due to related parties
including notes payable of approximately HK$11,389,000 (31
December 2013: approximately HK$23,309,000).

The balances due from/to related parties are denominated
in Renminbi, unsecured, interest free and are repayable on
demand. No balance due from related parties are past due or
impaired.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
SRS R B E R

22.

23.

24,

Related Party Transactions (Continued) 22 BEEARS(E)
(b) Balances with Related Parties (Continued) (b) EEEREET 2 &eR (&)
As at
"
30 June 31 December
2014 2013
20144 20134
6H30H 12H31H
HK$°000 HK$'000
BT T BT
Other balances with related parties EARAEE 5 2 H A& ek
- Controlled by the ultimate —HBRAERQTIES
holding company
()  Short-term deposits in the Finance i)y ME%REZ5EH
Company (ETA 1,425,398 1,364,811
(i) Bills have been issued but not yet iy RPBARERE
due in the Finance Company BERDEEE 1,378,521 1,113,966
(i)  Discounted bills receivable not yet due in (i) WA FIEBLIRE
the Finance Company iR EI| B R U = 4 110,752 366,517
(iv)  Short-term deposits in a related party (iv) TAREEETT 2 RHATR X 14,617 17,940
Ultimate Holding Company 23. RARER AT
The Directors regard Midea Holding, a company incorporated in the EER MR RFRBIFEMK 2 AT A&
PRC, as being the ultimate holding company. BIZRR A A ©
Comparative Figures 24. LLBEF
Certain comparative figures have been restated to conform with ETHEEFETEY  UFEERHZ 257
current period’s presentation. 2 e
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INTERIM DIVIDEND
IR R

The Board of Directors of the Company (the “Board”) has resolved not to
declare an interim dividend in respect of the six months ended 30 June
2014 (2013: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS
EEEWED

Business Review

For the six months ended 30 June 2014, the Group’s profit attributable
to the owners of the Company and earnings per share amounted to
approximately HK$390,998,000 (2013: approximately HK$419,369,000)
and HK13.71 cents (2013: HK14.82 cents) respectively, representing a
profit drop of 7%.

The Group’s turnover for the six months ended 30 June 2014
amounted to approximately HK$4,955,768,000 (2013: approximately
HK$4,582,075,000), representing a year-on-year growth of 8%. The
Group’s gross profit margin was 15.6% (2013: 16.1%). Net asset value per
share of the Group as at 30 June 2014 was HK$1.38 (31 December 2013:
HK$1.34).

Analysis of Major Business Operations

In the first half of 2014, being driven by the developed economies, the
global economy continued to rebound. The United States has gained a
strong momentum of economic recovery; in Europe the economy saw
a modest growth and some countries that had experienced the debt
crisis pulled out of the global bailout programs and the European debt
crisis became under control. Stimulus policies in Japan have led to the
continuous economic pickups whilst emerging economies suffered a
slowdown in growth. China actively cooled down its economic growth to
facilitate the structural transformation and optimisation and has therefore
achieved stabilised performance on the whole with positive structural
changes, though the economic downward pressure is still high.

As a result of the government intervention initiatives and the ample market
supply, the domestic real estate market recorded continuous decline with
limited transaction volumes and fewer attention from the market,which have
in turn directly undermined the demand for household appliances. However,
industry transformation and upgrade were accelerated with its quality and
efficiency being gradually improved. In the first half, the air-conditioner
sector remained one of the relatively buoyant subdivisions among the white

34
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B ZE2014F6 A30H IE6ME A - A AFIHA AEAS
AN E B F 478 #5390,998,0007T (20134F = 4B
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HZE201456 A30H IL61E A - REE S HEBLBE
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MANAGEMENT DISCUSSION AND ANALYSIS
EEET WD

goods. The scorching weather in 2013 had cleared away the inventories of

the air-conditioning ducts. In addition, the penetration of air-conditioner in

the China market was relatively low, and the demand in the third and fourth

tier markets, in particular the rural areas, was comparatively high. The

recovery of overseas economy has contributed to the boosting in export of

air-conditioners. In contrast, the demand for washing machines was weak

in general and the market has focused on the upgrading and adjustment of

the product mix. Market leaders in the household appliances industry have

rolled out wise strategies making the smart appliances the hottest topic in

the industry.

1.

Motor Business

From January to June 2014, the total domestic and overseas sales
volume of household air-conditioners in China increased by 5.7%
year on year. The total domestic and overseas sales volume of
washing machines increased by 1.7% year on year while that of
refrigerator compressors increased by 3.9% year on year. (Source:
www.chinalOL.com).

For the six months ended 30 June 2014, the Group’s motor
business recorded a domestic sales of approximately 58,370,000
units and an overseas sales of approximately 17,886,000 units,
with the aggregate sales volume of approximately 76,256,000 units
(Of these, the domestic sales and overseas sales of motors for air-
conditioners were approximately 45,320,000 units and 10,076,000
units respectively, with the aggregate sales volumes increasing
by 21% compared with the same period last year. The domestic
sales and overseas sales of motors for washing machines were
approximately 4,757,000 units and 6,723,000 units respectively, with
the aggregate sales volumes similar to the same period last year.)
The Group recorded a turnover of approximately HK$4,955,768,000
(including approximately HK$3,091,720,000 from motors for air-
conditioners and approximately HK$1,241,562,000 from motors for
washing machines) for the first half of 2014, representing a rise of 8%
compared with the same period last year. The profit of the Group for
the first half of 2014 amounted to approximately HK$390,998,000,
representing a decrease of 7% compared with approximately
HK$419,369,000 of the same period in 2013.

RS LERRNIRDARATR - REE

4

gy

BERD AEFH OS] TREER - HE

ME @ ERETISERFRER  ERGEHBOTTR
AERATISINR KERBLCEEZLEEDN
DL - EEREBERCRNBTITESRERAE -

BHES

201451 AE6 A HERAERAANINELE
SRILIERS.7% @ EREANINE B =ZF L IE
R1.7% - KABEEAIINERERTIER
3.9% - (A LERFE : EXTEL) -

HZE2014F6 A30A LE6ME A - BTSN
2 BB B 4958,370,0006  HO 2 EHEGH
£#917,886,000 5 * 484 & 476,256,000 &
(BB ERNIELG45,320,0006 - BA
N HNE#IE10,076,0006 + 4255 S8 EF A 25
HR21%  MEMRIET A 88 415 4,757,000
& LAMSMEA156,723,0004 @ i EEE
FHF) o REMMP20145F LEF 2 LEBY
785 5 4,955,768,000 7T ( 2= 948 & # & stk 48
B EEE D B 49751 3,091,720,000 7T} &
#1,241,562,0007T) © A F R EAIE K8% °
ANEE 20144 ¥ FE4074%390,998,000
7T bh20134 [ HA 2 A1 4978 85 419,369,000
TC o NEREIT% ©
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1.1

1.2

Motors for Air-Conditioners

Benefiting from the expansion of the air-conditioner market
and the growth of sales originated from major customers, the
sales volume of motors of air-conditioners increased by 21%
compared with the same period last year. The cooperation
with Korean customers in the brushless direct current motors
has achieved significant breakthrough in the first half. The sales
volume of commercial motors increased by 13% compared
with the same period last year, by deepening cooperation
with specialised central air-conditioner manufacturers and
exploring new businesses. The new base for commercial air-
conditioners in Changzhou went into full production in the
first half and operates well for the time being. Meanwhile, the
Group has also obtained breakthroughs in several production
technologies, such as high efficiency, low vibration and noise,
high power density, high reliability and constant air volume.
It also launched a new generation of the alternating current
motors for indoor units of air-conditioners, where the major
processes have been automated by phasing out those manual
operations. The conventional labour-dominated approach
has been replaced with the machine-dominated way so as
to reduce manpower and secure the supply in peak season,
improve the stability of product quality and enhance the
production efficiency as well. Such new production line has
been commenced supply.

Motors for Washing Machines

The domestic market of washing machines recorded a demand
similar to that of the same period last year. As consumers shift
to the new generation of washing machines and influenced by
the industrial upgrade, there have been moderate changes in
the product mix. The sales of wave-wheel washing machines
dropped compared with the same period last year while the
demand for drum washing machines remained increasing. As a
result, the domestic orders for wave-wheel motors decreased.
Nevertheless, the washing machine segment recorded a sales
volume as a whole similar to that of the same period last year
due to the increase in the wave-wheel motors business in the
Americas, the series motors business and the inverter motors
business. In the meantime, in the field of direct current motors
for washing machines, the Group developed the direct current
brushless motors integrated with the belt driven drum and the
direct current brushless motors integrated with the wave-wheel
electromagnetic clutch for 12 kg load or less and introduced a
new generation of series motors.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEET WD

With regard to other products, electrical tool motors has been
commenced supply and the research and development of
mainstream motors for the existing major cooperating customers
has been completed. The sales volume of the booster pumps for
water purifier has witnessed significant increase through deepened
cooperation. The intention of strategic cooperation with industry
leaders has been reached for the fan direct current motors.

In the first half, the Group further engaged in the transformation
of operation. While focusing on its customers, it bolstered its
investment in technology and product development, enhanced its
core technology capabilities and improved its competence with
regard to lean manufacturing as well as its quality management
and control. It also implemented the delicacy management and has
hence significantly boosted its productivity and further optimised its
product mix.

Business of Associate

Shanxi Huaxiang Group Co., Ltd. (“Shanxi Huaxiang”, an associate
owned as to 49% by the Group) has driven the overall transformation
and upgrading in the first half and made substantial investment in
the automation, management reform, research and development of
products, process optimisation and integration of industrial chains
from a strategic point. As a result of the improvement of the internal
management and the bottleneck in the production, Shanxi Huaxiang
recorded an impressive growth despite the depression in the overall
market of engineering machinery. Given the transformation and
fluctuations of the household appliances industry, but benefiting from
the dominant position of its customers in the household appliances
industry and the prompt process transformation to cater customers
need and production capacity expansion, Shanxi Huaxiang recorded
a solid growth of its casting parts for air-conditioner compressors
and refrigerator compressors and mechanical processing products.
After the long-term investment in research and development and trial
production, Shanxi Huaxiang has obtained the market access and
commenced small batch trial production for vehicle parts, laying a
solid foundation for the further improvement of its product mix.

For the six months ended 30 June 2014, Shanxi Huaxiang recorded
a turnover of approximately HK$825,105,000 (2013: approximately
HK$674,202,000) and its revenue increased by 22% mainly
attributed to the adjustment of product mix for the mechanical
processing products. The Group’s share of profit of Shanxi
Huaxiang was approximately HK$28,850,000 (2013: approximately

HihEmAE  SHTASHOERILSMH
UK TRAERIEARF ZTREHNT
B OFKEIEERBIBREAIE - HEEAIE
BE RSEREMETREBARREERTE
BEAERIR °

E¥E - REEERAESREEL . UEP
AL SRR A RE R - BARD
Rilrge ) - RABRRERREETKF - #
ERACER  EmNSIBEZRN  ERk
BE—TEL -

BELREE

WAENEEAERAR([WLEEN] - AEE
1HA9% ARV B & N R)) B iR (L EERR IR
A WEBEEHE  HEBE  BEEH E
mifE - TEBL  EXHEBEASHEETA
BRA - FERAENE IR HERRERNSE -
ETREMERTISREGRET - R TR
BEEIRR - ZF - KEBHREEEINT R
HIRETEEZNY  BEXaNEPERE
TERTETFMM N ENRESIA TP ET
BT Hoh AR RE - BRER TREMNK
£ RETRAZBRMNMZEEAZICA -
CEUSTISEEN » i/ MEEBE - BK
E— W EEEMBRETE T RIFERE -

B E2014F6A30A L6 A » (LFAERHE
E B %825,105,0007T (20134 : 4175
674,202,0007T) * WA R22% © £ E A%
MIEREBHALE - REBEEGLAES
BT B 4075 1 28,850,0007T (20134 = 49/8HE
8,339,0007t) * FIE AR FAFZRZHmA L
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HK$8,339,000). The significant increase in profit was mainly due
to the completion of the internal management reform of Shanxi
Huaxiang for strengthening production and efficiency and the initial
result from the optimisation of product mix.

Financial Review
Liquidity and Financial Resources

The Group has maintained a healthy financial and liquidity position with a
current ratio of 161% as at 30 June 2014 (31 December 2013: 152%).

As at 30 June 2014, the Group was in a net cash position of
HK$1,491,459,000 (31 December 2013: HK$1,555,657,000), representing
cash and cash equivalents and pledged bank deposits of approximately
HK$1,614,648,000 less total bank borrowings of approximately
HK$123,189,000.

Financial Ratios

The following are certain financial ratios of the Group as at the consolidated
statement of financial position date:

PREE P BB & IR B HE B i A I ) S M
mAER BB -

f 35 e R
RBESRABER

AEBZYBERSE KT EZIBR  R2014
F6H30B Z R R A161% (20135128318 :
152%) °

R2014F6 A30H @ REEBEBER @ FHEE
# 1,491,459,000 7T (20134 12 A 31 B : B
1,655,657,0007T) * @ kR EBYREHER
SRITIF T4 #51,614,648,000 TR SR 1T B FRARFELY
75#123,189,0007T °

Mgt =

TERBFIAEERGA B RRE B S TR
H

30 June 2014 31 December 2013

2014 20134
6H30H 12AH31H
Inventories turnover (Note 1) FEREER(EET) 32 daysH 39 daysH
Trade receivables turnover (Note 2) Z 5 R F A (i 7E2) 63 daysH 69 daysH
Trade payables turnover (Note 3) B 5 e BR A A (I7E3) 65 days H 67 daysH
Current ratio (Note 4) MBI R (M5E4) 1.61 times{Z 1.52 timesf&
Notes: i1k
1. Inventories turnover is calculated based on the average of the opening inventories and 1 TEEEHEREN FONFEEEFREEFHHHRIA

closing inventories divided by the cost of goods sold of the period/year, and multiplied by
the total number of days of the period/year.

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

3. Trade payables turnover is calculated based on the average of the opening and closing of
trade payables of third parties and related parties, divided by the cost of goods sold of the

period/year, and multiplied by the total number of days of the period/year.

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

Save as the financial guarantees as disclosed below, as at 30 June 2014,
the Group did not have any material contingent liabilities.

Financial Guarantees

As at 30 June 2014, the Group has given guarantee to banks in respect
of the banking facilities extended to the associates of the Group of
approximately HK$933,485,000 (31 December 2013: approximately
HK$942,508,000), of which HK$505,165,000 (31 December 2013:
approximately HK$613,076,000) have been drawn down.

Capital Expenditure

For the six months ended 30 June 2014, the capital expenditure of
the Group was approximately HK$118,048,000 (31 December 2013:
approximately HK$182,053,000) related to the purchase of property, plant
and equipment, leasehold land and land use rights.

Derivative Financial Instruments

As at 30 June 2014, the Group’s outstanding derivative financial instrument
assets and liabilities under various copper and aluminium future contracts
and foreign exchange forward contracts amounted to approximately
HK$5,824,000 and HK$33,067,000 respectively (31 December 2013:
derivative financial instrument assets and liabilities of approximately
HK$26,128,000 and HK$3,017,000 respectively).

Exposure to Exchange Rate Fluctuations

During the six months ended 30 June 2014, approximately 30% of the
Group’s turnover was derived from export trading settled in Euro and US
dollars. In the meantime, the Group has also imported raw materials and
equipment from the suppliers which were paid in Euro and US dollars
for settlement. As a result, foreign exchange risks associated with these
currencies were partially offset. On the other hand, the Group has made
arrangements to purchase foreign exchange forward contracts to hedge
against foreign exchange exposure arising from export trading. The Group
has stringent control over the risk of exchange rate fluctuation, and will
review from time to time the sufficiency and appropriateness of the financial
instruments which were currently used to hedge significant foreign currency
risks.
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Capital Commitments

As at 30 June 2014, the Group has contracted capital commitments in
respect of the purchase of property, plant and equipment amounting
to approximately HK$42,035,000 (31 December 2013: approximately
HK$98,268,000).

Human Resources

As at 30 June 2014, the Group employed approximately 11,074 full
time employees in Hong Kong and the PRC. While the Group was
supported by a team of young and competent staff, it does not ignore the
importance of the development, management and future planning of its
human resources. With the use of open recruitment, job rotation, internal
promotion and professional training for the recruitment, deployment and
nurture of employees, it is intended to ensure the selection and deployment
of employees to be carried out in an open, fair and equitable manner.
Besides, it could also provide staff with a platform for their promotion
and development. Through the implementation of comprehensive human
resources management, it is aimed at achieving the objectives of enhancing
employees contributions to the Group and shaping the Group’s strategic
advantages in human resources.

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

Business Prospects

Motor Business

The World Bank has slightly lowered its forecast of the global
economic growth in the latest issue of Global Economic Prospects
in June. It believed that the prospects of developing countries
are rather disappointing due to various factors including, among
others, severe weather in the United States, the crisis in Ukraine,
the rebalancing of China’s economy, the political strife in several
mid-income economies, the slow progress in structural reform and
the production capacity constraints. The Chinese government will
continue to adhere to its policies not to expand the deficit or issue an
excessive amount of currency to stimulate the economy but rather
to urge structural adjustment and industrial upgrade. Deceleration of
growth may therefore become a new common phenomenon of the
macro economy.

Under the influence of the overall environment, it is unlikely for
the demand in household appliance market to have significant
growth and the industry direction will be mainly about the industrial
upgrade for a long term, and the trend towards higher efficiency
and smarter household appliances will accelerate. The growth in air-
conditioner market in the second half year will largely depend on
the transaction volume in the real estate market and the weather
conditions. The market demand for washing machines will increase
compared with the first half year, but it is unlikely to record significant
increase for the whole year. The Group will closely monitor the latest
market development and accelerate customer responsiveness to
maintain a leading position in the industry and improve products
competitiveness.

The Group will continue to deepen and promote operation
transformation and customer orientation. We will continuously
promote automation and process innovation, expand modularisation,
integrated purchase process to strengthen the competitiveness
of overall supply chain and improve the fundamental and core
technologies. We will perfect the quality control of the whole
value chain and consistently enhance delicacy management and
operational efficiency, so as to strengthen the ability for sustainable
and benign development of the enterprise.
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1.1

1.2

Motors for Air-Conditioners

We aim at providing customers with better products and
services and strengthening our leading position in the
alternating current motors market, through introducing
upgraded products, leading industry reform and improving
product reliability and manufacturability. While continuing to
expand the promotion of the new generation of alternating
current motors for indoor unit of air-conditioner, we also
introduce a new generation of alternating current motors for
outdoor unit of air-conditioner, where the processes have
been automated by phasing out those manual operations. The
conventional labour-dominated approach has been replaced
with the machine-dominated way, so as to reduce manpower
and secure the supply in peak season, improve the stability
of product quality and enhance the production efficiency
as well. We continue to strengthen the market expansion
for direct current motors. While serving existing customers
well, we continuously improve the technology development
capacity especially the matching of development process for
major Japanese customers. We will increase our investment
in research and development and the technology research for
commercial motors and complete research and development
of new direct current commercial motors, especially motors
with constant air volume. We will enhance the cooperation with
specialised central air-conditioner manufacturers. It is expected
that we will achieve breakthroughs in the domestic market of
foreign specialised central air-conditioner manufacturers and
in overseas market of North American and Korean specialised
central air-conditioner manufacturers.

Motors for Washing Machines

The Group focuses on the product quality and consistently
strengthens the technology research and the improvement
of process techniques to enhance competitiveness of our
series motors and wave-wheel motors and strengthen its
leadership in the industry. We will commence supply of series
motors for leading manufacturers in Europe in the second half
year. Meanwhile, we will enhance the promotion of the new
generation of series motors and continue to expand overseas
market for wave-wheel motors, the South American market in
particular. With the accelerated trend towards inverter washing
machines in developed economies, we will provide all-
rounded services to the existing customers of inverter washing
machine motors and enhance production quality on an
ongoing basis. Meanwhile, we will speed up the matching of
product development process for new customers, shorten the
development cycle of new products and continuously improve
customers responsiveness.
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With regard to other products, the sales volume of electrical tool
motors is expected to record a higher increase as a result of the
close cooperation with existing customers and the successful
development of mainstream motors for customers in the first half
year. At the same time, we will speed up the expansion of the
booster pumps for water purifiers and motors for air purifiers, and the
Group is likely to commence supply of direct current motors for fans.

Business of Associate

Shanxi Huaxiang will continue to promote operation transformation,
adhere to the development of nodular iron castings and parts for
vehicles and to extend the mechanical processing. Shanxi Huaxiang
will persistently promote the product and market strategies and
focus on the implementation of the production and efficiency-based
strategies and quality standard. Shanxi Huaxiang will gradually
promote mechanisation and automation, and consistently improve its
market competitiveness.

In 2014, Shanxi Huaxiang will complete the relocation of its subsidiary
to the Huaxiang Industrial Park and achieve mass production by the
year end and make the first step in the environment-friendly casting.
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Share Options

The share option scheme adopted on 27 June 2003 (the “2003 Share
Option Scheme”) was terminated before its expiration on 26 June 2013
and a new share option scheme (the “2013 Share Option Scheme”) was
adopted by the shareholders of the Company at the Company’s annual
general meeting held on 30 May 2013.

Following the expiry of the 2003 Share Option Scheme, the Company
may grant share options to eligible participants as recognition and
acknowledgement of the contributions that the eligible participants have
made or may make to the Group or any affiliates; and to attract, retain and
motivate talented eligible participants to strive for the future developments
and expansion of the Group and to provide the Company with a flexible
means of giving incentive to, rewarding, remunerating, compensating and/
or providing benefits to the eligible participants pursuant to the terms of
the 2013 Share Option Scheme. Eligible participants of the 2013 Share
Option Scheme include (1) any full-time or part-time employees or potential
employees, executives or officers of the Group or any affiliates; (2) any
directors (including non-executive directors and independent non-executive
directors) of the Group or any affiliates; or (3) any one who, as to be
determined by the Board at its absolute discretion, have contributed or will
contribute to the Group or any affiliates.

The 2013 Share Option Scheme is valid for a period of 10 years
commencing from 30 May 2013. The limit on the number of shares which
may be issued upon exercise of all outstanding share options granted and
yet to be exercised under the 2013 Share Option Scheme and any other
share option schemes of the Company must not exceed 30% of the total
number of shares of the Company in issue from time to time. The total
number of shares which may be issued upon exercise of all share options
to be granted under the 2013 Share Option Scheme and any other share
option schemes of the Company shall not in aggregate exceed 10% of the
total number of shares of the Company in issue as at the date of approval
of the 2013 Share Option Scheme (being 283,724,682 shares), but the
Company may seek approval of its shareholders in general meeting for
refreshing the 10% limit under the 2013 Share Option Scheme.

The total number of shares issued and to be issued upon exercise of the
share options granted under the 2013 Share Option Scheme and any other
share option schemes of the Company to each eligible participant in any
12-month period shall not exceed 1% of the total number of shares of the
Company in issue. Any further grant of share options in excess of such
limit must be separately approved by the shareholders of the Company in
general meeting.
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Share options granted under the 2013 Share Option Scheme to a
Director, chief executive or substantial shareholder of the Company or
their respective associates, must be approved by the Independent Non-
executive Directors of the Company (excluding Independent Non-executive
Director who is the grantee of the share options). In addition, any share
options granted to a substantial shareholder or an Independent Non-
executive Director of the Company, or any of their respective associates, in
aggregate more than 0.1% of the total number of shares of the Company
in issue or with an aggregate value (based on the closing price of the
Company’s shares at the date of each grant) in excess of HK$5,000,000,
within any 12-month period up to and including the date of such grant,
must be subject to shareholders’ approval in general meeting of the
Company.

The offer of a grant of share options may be accepted by the grantee with
payment of HK$1 as consideration within 28 days from the date of approval
for the grant of share options by the Board. The exercise period of the
share options granted may be determined by the Board and in any event,
such period shall not be longer than 10 years from the date upon which
any particular share options are granted in accordance with the 2013 Share
Option Scheme.

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

As at 30 June 2014, 8,580,000 share options remain outstanding and
exercisable under the 2003 Share Option Scheme. No share options were
granted to any eligible participants since the adoption of the 2013 Share
Option Scheme.
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Movements of the share options granted under the 2003 Share Option & Z201446 A30H (F61E A + 18 #2003 4 B i ##
Scheme during the six months ended 30 June 2014 were as follows: SHERHE 2 B E BT ¢
Balance Balance
as at Exercised Lapsed as at
Date of Exercise Exercisable 1 January during during 30 June
Name grant price period 2014 the period the period 2014
20145 20145
1A1H REIR REIR 6A308
e ZAH e Cogid-i Pk 217t BRM 2
HK$
B
(Note 1) (Note 1) (Note 2)
(BiFEE1) (BFEE1) (P 7E2)
Directors
=
Mr. Zhou Xiangyang 09/01/2009 0.785 01/04/2010- 5,400,000 (5,400,000) - -
Blal it 31/03/2017
Mr. Lam Ming Yung 30/07/2007 3.900 30/07/2007- 400,000 - - 400,000
MREBERE 29/07/2017
09/01/2009 0.785 01/04/2010- 1,000,000 (1,000,000) - -
31/038/2017
Mr. Jiang Deging 09/01/2009 0.785 01/04/2010- 5,400,000 - - 5,400,000
ZEBRE 31/03/2017 (Note 3)
(PH5E3)
Ms. Chen Chunhua 30/07/2007 3.900 30/07/2007- 400,000 - (400,000 -
REER T 29/07/2017 (Note 4)
GED)
Employees
(=
In aggregate 30/07/2007 3.900 30/07/2007- 700,000 - - 700,000
At 29/07/2017
09/01/2009 0.785 01/04/2010- 3,106,000 (1,026,000) - 2,080,000
31/038/2017
Total
Axf 16,406,000 (7,426,000) (400,000 8,580,000
[=N=]
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Notes:

On 27 May 2011, the Company implemented a share consolidation on the basis that
every five issued and unissued shares of HK$0.1 each in the share capital of the Company
were consolidated into one share of HK$0.5 each (“Share Consolidation”). As a result, the
exercise price and the number of outstanding share options granted under the 2003 Share
Option Scheme were adjusted to reflect the effect of the Share Consolidation.

The weighted average closing price of the shares of the Company immediately before the
date on which the share options were exercised was HK$2.53.

Mr. Jiang Deqing resigned as an Executive Director of the Company on 3 June 2014. He
is interested in 5,400,000 share options, which were granted on 9 January 2009 under
the 2003 Share Option Scheme of the Company, entitling him to subscribe for 5,400,000
shares of the Company at an exercise price of HK$0.785 per share, shall be lapsed on 3
December 2014.

Ms. Chen Chunhua resigned as an Independent Non-executive Director of the Company
on 21 October 2013. She was interested in 400,000 share options, which were granted
on 30 July 2007 under the 2003 Share Option Scheme of the Company, entitling her to
subscribe for 400,000 shares of the Company at an exercise price of HK$3.9 per share,
were lapsed on 21 April 2014.

The fair values of the share options are determined used the “Binomial

Valuation model” (the “Model”). Key assumptions of the Model are set out

below:

B -

1. 201165278 » AR ARAARTRAPERAEBAT
ZEERBETRRETROAHA—RERELETZ
M1 2 EREEITRH A (TRMDAM]) - Bt - 1R1%2003
FRRR RS Bl T M AR TR A 2 1T E R E B
A URBBROEHZITE -

2. SEBREETERN - ARERMDOINEF IR ERES
2.537T °

3. ZEBERER2014F6 ABHHERRAMITES « KR
R IR AN A 7)1 2003 4F B8 AR A 5T 81 2009F 1 BOH KR E 2
5,400,000 ik AE R A i & - B T EERIRITEETR
FEH50.785 LR AN A 715,400,000/% A 1 © 2 S HEAE ISR
2014512 AR KA -

4. BREL LT R2013F10 21 BBHEAR R RIB L IEHTTE
= o HARIRIR AR F12003 4 B A i T &1 742007 47 A30H
% 2 400,00000 B SR A - BT HERIZITEE
FAAERE3.97CRIEA A 400,000 (815 © s SHBBRED R
201454 21 B KR -

BREz ARBERAI —BEAGEER ([ZER
BETE - EE 2 TR|REIIMT

Date of Grant: G =EE 9 January 30 July
2009 2007

20094F 20074

1H9H 7H30H

Risk-free rate: mEp R 1.299% 4.13%
Expected dividend yield: TEHARR B % 3% 0%
Expected volatility of the market price of the Company’s shares: N2 B DT E 2 B EDE IR 52.34% 65.38%
Expected share option life: SRR AE 2 TEHASE R - 8.2 years &= 5.23 years F
Fair value as at the date of grant (approximately): RELBEZ AR EEMLE) HKS$ 5 HKS itk
25,229,0007t  3,453,0007T

The Model requires the input of subjective assumptions, including the

volatility of share price. As changes in subjective input assumptions can

materially affect the fair value estimate, in the Directors’ opinion, the Model

does not necessarily provide a reliable single measure of the fair value of

share options.
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Disclosure of Interests

Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures

As at 30 June 2014, the interests or short positions of the Directors and
chief executives of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (“SFO”))
which were notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests or short
positions which they were taken or deemed to have under such provisions
of the SFO), or which were recorded in the register required to be kept
by the Company under Section 352 of the SFO, or which were required,
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers adopted by the Company (the “Model Code”) contained in
the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”), to be notified to the Company and
the Stock Exchange, were as follows:

Interests in Share Options of the Company

The interests of the Directors’ rights to acquire shares of the Company are
set out in the above section headed “Share Options”.

Save as disclosed above, at no time during the six months ended 30 June
2014 was the Company or subsidiary a party to any arrangements which
enabled any Director to acquire benefits by means of the acquisition of
shares in or debentures of the Company or of any other body corporate.

Apart from the above, none of the Directors or chief executives of the
Company had, as at 30 June 2014, any interests or short positions in
the shares, underlying shares and debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the SFO)
which would have to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
or short positions which they were taken or deemed to have under such
provisions of the SFO), or which were recorded in the register required to
be kept by the Company under Section 352 of the SFO, or which were
required to be notified to the Company and the Stock Exchange pursuant
to the Model Code.
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Interests and Short Positions of Shareholders

So far as is known to any Director or chief executive of the Company, as at
30 June 2014, shareholders (other than Directors or chief executives of the
Company) who had interests or short positions in the shares or underlying
shares of the Company which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of 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 were as follows:

Long Positions of Substantial Shareholders in the Shares of

the Company

BRERzEHERAR

£\ 37
)R

RARREMEEHERITRABMA - R20145F
6A30H + MARRB SRR A RIEE
# MG RPIEXVELSE2 %3
B HERARRRBEREE R KB GRDIF 33615
FEZELCMzEEIRR ZBRR(ARFESTLR
BITIHABRRINIT

E @ I ENCIE

FERFRAR R ZIE

Approximate

Number of percentage of
Name of shareholder Capacity shares held shareholding
BRMEEEE 514 FiERGEE REBNBE L
Midea Holding (Cayman Islands) Limited Beneficial owner 1,901,204,779 66.55%
(“Midea (Cayman Islands)”) (Note 1)
ENIER(ASHE)BERQF] EmEAA
(M=o (F=HS) DD
Midea Investment Holding (BVI) Limited Interests of a controlled 1,901,204,779 66.55%
(“Midea Holding (BVI)”) (Note 2) corporation
FEeERRBVVER DR ([ERZEREBVI ) (HiFE2) A E R
Midea Group Co., Ltd. (“Midea”) (Note 3) Interests of controlled 1,965,702,779 68.81%
corporations
ENEERGERAT(EH]) (FIFES) R EE S
Midea Holding Co., Ltd. (“Midea Holding”) (Note 4) Interests of controlled 1,965,702,779 68.81%
corporations
FEHZERAR AR (=R ) (F5T4) R EEEw
Mr. He Xiangjian (Note 5) Interests of controlled 1,965,702,779 68.81%
corporations
] =S4 (FH5E5) R EE g
Value Partners Limited (Note 6) Investment manager 171,656,000 6.01%
BEEASEE AR (ME6) LA RIR
Value Partners Hong Kong Limited (Note 6) Interests of a controlled 171,656,000 6.01%

BREASEEREERAR(KIES)

corporation
R EE S
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Approximate

Number of percentage of
Name of shareholder Capacity shares held shareholding
BRREE, BB 513 R E B REMAN BT
Value Partners Group Limited (Note 6) Interests of a controlled 171,656,000 6.01%
corporation
BEEEBRAT(FIEES) ZEAEER
Cheah Capital Management Limited (Note 6) Interests of a controlled 171,656,000 6.01%
corporation
Cheah Capital Management Limited (P 5£6) Xy EE R
Cheah Company Limited (Note 6) Interests of a controlled 171,656,000 6.01%
corporation
Cheah Company Limited (K{356) SR A E R
BNP Paribas Jersey Nominee Company Limited (Note 6)  Nominee of BNP Paribas 171,656,000 6.01%
Jersey Trust Corporation
Limited
BNP Paribas Jersey Nominee Company Limited(Fff5=6)  BNP Paribas Jersey Trust
Corporation Limitedf
B A
BNP Paribas Jersey Trust Corporation Limited (Note 6) Trustee of The C H Cheah 171,656,000 6.01%
Family Trust
BNP Paribas Jersey Trust Corporation Limited (Ff5£6) The C H Cheah Family
TrustH) = 5EA
Mr. Cheah Cheng Hye (Note 6) Founder of a discretionary 171,656,000 6.01%
trust
HE 8% & (H7E6) ZREFFEREIA
Ms. To Hau Yin (Note 6) Interests of spouse 171,656,000 6.01%
HHE L+ (H6) Ao (B s
Notes: BicE
1. These 1,901,204,779 shares of the Company were registered in the name of and 1. #%5%1,901,204, 779 AR FRMDINEN (HEHS) 28
beneficially owned by Midea (Cayman Islands). BREWHEERES °
2. Midea Holding (BVI) was deemed to be interested in the 1,901,204,779 shares of the 2. EMIZEIRBVE R B XK (S A1) 100% A5 M #5417 A7
Company in which Midea (Cayman Islands) was interested by virtue of its holding 100% EM(FEES)IFEM1,901,204, 779 A A RRND P HE
equity interest in Midea (Cayman Islands). Was o
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There were 64,498,000 shares of the Company registered in the name of and beneficially
owned by Midea International Corporation Company Limited (“Midea International”) which
is a company owned as to 100% by Midea. Midea Holding (BVI) is also a company owned
as to 100% by Midea. Accordingly, Midea was deemed to be interested in the aggregate
of 1,965,702,779 shares of the Company including 64,498,000 shares in which Midea
International was interested and 1,901,204,779 shares in which Midea Holding (BVI)
was deemed to be interested by virtue of its holding 100% equity interest in both Midea
International and Midea Holding (BVI).

The registered capital of Midea is owned as to 35.49% by Midea Holding. Accordingly,
Midea Holding was deemed to be interested in the aggregate number of 1,965,702,779
shares of the Company in which Midea was deemed to be interested by virtue of its
holding 35.49% equity interest in Midea.

The registered capital of Midea Holding is owned as to 94.55% by Mr. He Xiangjian.
Accordingly, Mr. He Xiangjian was deemed to be interested in the aggregate number
of 1,965,702,779 shares of the Company in which Midea Holding was deemed to be
interested by virtue of his holding 94.55% equity interest in Midea Holding.

These 171,656,000 shares of the Company were registered in the name of Value Partners
Limited which is wholly-owned by Value Partners Hong Kong Limited which in turn is
wholly-owned by Value Partners Group Limited which in turn is held as to 28.47% by
Cheah Capital Management Limited. The entire issued share capital of Cheah Capital
Management Limited is held by Cheah Company Limited, whose entire issued share
capital is held by BNP Paribas Jersey Nominee Company Limited in its capacity as
nominee of BNP Paribas Jersey Trust Corporation Limited which in turn is held by BNP
Paribas Jersey Trust Corporation Limited in its capacity as trustee of The C H Cheah
Family Trust with Mr. Cheah Cheng Hye as the founder of the trust. Under the SFO, Value
Partners Hong Kong Limited, Value Partners Group Limited, Cheah Capital Management
Limited, Cheah Company Limited, BNP Paribas Jersey Nominee Company Limited, BNP
Paribas Jersey Trust Corporation Limited, Mr. Cheah Cheng Hye and Ms. To Hau Yin
(as spouse of Mr. Cheah Cheng Hye) are all deemed to be interested in the shares of the
Company held by Value Partners Limited.

Save as disclosed above, as at 30 June 2014, the Company had not been
notified by any persons (other than Directors or chief executives of the
Company) who had interests or short positions in the shares or underlying
shares of the Company which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of 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.

3. EMBEBERERAR(EZNEER DUERBEELTES
1% /564,498,000 8 N A A A1) - EMEBRHENZEHE
B EMERBVIAENZEBRANAR - AL - X6
R B EMEE REMZERBVI) 100%8 MR AR E &
1,965,702, 779 AN A RIR R B R - HRRIEENE
WX #E 5 2 64,498,000 i 17 B FEHIERR(BV ) AR A A
HE2%,21,901,204, 77905 %5 °

4, EMIERMEE EZMEMERZ35.49% « Bt - EHIERE
BHHENSS49%BEMBERARNENHE ARG ESZE
$£1,965,702,779M AN A B IR D R B R o

5. R ZE kA G ERNIERAME AR 294.55% » Bt « =
2 55 A A 45 B E M IR 94.55% AR HE T 18 4R AR X R AR %
zﬁ?%%ﬁﬁéﬁmz & 31,965,702, 7798 AN A I AR 1) R A 12

6. ZE1T 656OOOH&ZK’“ﬂ%@LXﬁiE%ﬁ%TEE”ﬂz%
BER HABRESEREBEGRARERE, MER
EeERAEBERA TEE%IE%I%%E AIZEHA M
HIEEE AR A AR Cheah Capital Management Limited
$§4628.47% ° Cheah Capital Management Limited) %

B 21T ANfiCheah Company Limited#74 - fCheah
Company Limited#) & &2, 217X AN ABNP Paribas Jersey
Nominee Company Limited(LABNP Paribas Jersey Trust
Corporation Limited#)XI2 A &%) LA ZBNP Paribas Jersey

Trust Corporation Limited(bAThe C H Cheah Family Trust)

EREAFD  WEBEERETAMAIFEE - REFFR
HEGRY  BEESEEEEFRAF  BEEEBARA

7] + Cheah Capital Management Limited * Cheah Company
Limited ~ BNP Paribas Jersey Nominee Company Limited *
BNP Paribas Jersey Trust Corporation Limited + #5854
EHTELZ L (FEFLENRRE) 2 BHERIERARRES
ERNRFANRN P RARES -

B EXXHBEEI - 20146 A308 - BEHETE A
HARREZEZERESTRABRIN CHNESAA T

EH A QB S ARRE R ()
EIEBIEXVERSE2 M 37 2B
EE)\$/ /JE%F E5 NS

C BERBEESEY
SUARARBRE - =
5 G PIE3B6IRFE 2 E
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Disclosure Pursuant to Rule 13.22 of the Listing
Rules

As at 30 June 2014, the aggregate amount of guarantees given for
the loan facilities granted to the associates by the Group amounted to
approximately HK$933,485,000 which exceeded 8% of the assets ratio
as defined in Rule 14.07(1) of the Listing Rules. As at 30 June 2014, bank
loans of approximately HK$505,165,000 being guaranteed by the Group
to associates have been drawn down. A pro-forma combined statement of
financial position of the associates, in which the Group has a 49% equity
interest, as at 30 June 2014 is presented below:

BiE R AIE13. 220k F LK E

201456 A30H - AREERLH & A R EREHF
iRt 2 ERE HARTELE 933,485,000 *
B ETARRIE14.07(NIEFTRE 2 EELLE8% ° 1
201446 A30H  AEBAERZBENRIRITE
A HE505,165,0007C B #EHRER © 74201446 H30
H: AASERBONREZBE AR ZBEEH
AR R ZHNT -

Pro-forma Group’s

combined attributable

statement of interest

financial position (49%)

BEEH AEBEGRER

B AR R R (49%)

HK$’000 HK$'000

T AT

Non-current assets ERBEE 769,842 377,223
Current assets mENEE 1,767,322 865,988
Current liabilities mENEE (1,464,267) (717,491)
Non-current liabilities ERBBE (344,355) (168,734)
Non-controlling interest IEIE ISR (118,248) (57,941)
Net assets BEFE 299,045
Fair value adjustments N BIEFE 19,654
Currency translation difference INBITHE ZERE 3,508
322,207

Purchase, Sale or Redemption of Listed
Securities

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the listed securities of the Company during the six months
ended 30 June 2014.
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Compliance with the Model Code

The Company has adopted the Model Code as set out in Appendix 10 to
the Listing Rules as the code of conduct of the Company for Directors’
securities transactions. Having made specific enquiry of the Directors, all
the Directors confirmed that they have complied with the Model Code
throughout the six months ended 30 June 2014.

Corporate Governance

Save as disclosed below, the Company had complied with all the code
provisions of the Corporate Governance Code (the “CG Code”) as set out
in Appendix 14 to the Listing Rules throughout the six months ended 30
June 2014.

The Company has deviated from code provision A.2.1 of the CG Code in
that Mr. Zhou Xiangyang is both the Chairman and Chief Executive Officer
of the Company. Given Mr. Zhou Xiangyang has considerable experience in
sales, marketing and management of the business operations of the Group,
the Board believes that vesting the roles of Chairman and Chief Executive
Officer in the same person facilitates the execution of the Group’s business
strategies and maximises the effectiveness of its operations. The Board
also considers that this situation will not impair the balance of power and
authority between the Board and the management of the Company. This is
because the balance of power and authority is ensured by the operations
of the Board which comprises experienced and high caliber individuals with
demonstrated integrity. Further, decisions of the Board made by way of
majority voting. The Board will nevertheless review this structure from time
to time and will consider the segregation of the two roles at the appropriate
time.

In respect of code provision A.6.7 of the CG Code, three Executive
Directors were unable to attend the annual general meeting of the Company
held on 30 May 2014 and an Independent Non-executive Director was
unable to attend the extraordinary general meeting of the Company held on
30 June 2014 due to other important business engagement.

WpEEyal

RRRBERMA LR R S0 Ek 2 1R E~F R
ERARREFTETES XS BT « KRE
EELEEERE  2REIHR - REEREZR
20146 A30H [L61E A A —E E-FEE=FA| o

BT XA EE SN 0 REE201446 A30H 1H61E A
W RAR—EHBST EMARAMER14FmEH 2 B EE
JASFRID([EE AT R M ATE SFRINMEST

HREAREEEFRARRIEREFERTEM
B ARFRIERBELEEATRFEA21GTRIE
X o BERARGEEEREEEBNIHE  HER
EBEREETAEREELR  EFSHREAR
—AFREIFELEFEATEMR - ABRTAEE
MEBBREIBREELRSLENLD - EFGTRAR
HMRATEREARRIEFTSHERE 2 HNES
KEEZ e -  RESZENREEZ FERES
EXgERBIRE MEFSNAEERRNL
BREFEZGREALTHEX - I EFGZRE
BEBARSZHRREH -  EFFHTEHRRUR
B UNBEERIEEZEHRBFH

REEERTREALTIEME AHMEREBL
B BT EFRREEALQFNR201455H30
HRTHBRRAFTAE  —BBLIFERITESRT
HEARRR2014F6 A0 B L1 TR ERFRIAE -

53

Interim Report A iRk & 2014



OTHER INFORMATION
Ht &R

Audit Committee

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

The Audit Committee has reviewed the unaudited interim results of
the Group for the six months ended 30 June 2014 and agreed to the
accounting policies and practices adopted by the Group.

Remuneration Committee

The Company established its remuneration committee (the “Remuneration
Committee”) on 22 September 2005 to be responsible for determining
the remuneration of the Executive Directors and senior management of
the Company and making recommendation on the remuneration of the
Non-executive Directors to the Board. The Remuneration Committee shall
be responsible for making recommendations to the Board on the policy
and structure for remuneration of the Directors and senior management
and on the establishment of a formal and transparent procedure for
developing remuneration policy. A revised set of terms of reference of the
Remuneration Committee in compliance with the code provisions of the
CG Code was adopted and approved by the Board on 9 March 2012 and
is available on the websites of the Company and HKEx. The Chairman and
majority member of the Remuneration Committee are Independent Non-
executive Directors. The Remuneration Committee comprises Ms. Cao
Zhoutao (Chairman of the Remuneration Committee), Mr. Tan Jinsong, Mr.
Lam Ming Yung, Mr. Zhou Xiangyang and Mr. Luo Huagang (appointed on
3 June 2014 in place of Mr. Jiang Deging who resigned on the same date).
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Nomination Committee

The Company established its nomination committee (the “Nomination
Committee”) on 9 March 2012 to be responsible for reviewing the structure,
size, composition and diversity of the Board at least annually, making
recommendations to the Board on the appointment or reappointment
of Directors and assessing the independence of Independent Non-
executive Directors. A revised set of terms of reference of the Nomination
Committee in compliance with the code provisions of the CG Code was
adopted and approved by the Board on 18 October 2013 and is available
on the websites of the Company and HKEx. The Nomination Committee
comprises two Executive Directors, Mr. Zhou Xiangyang (Chairman of the
Nomination Committee) and Mr. Luo Huagang (appointed on 3 June 2014
in place of Mr. Jiang Deqing who resigned on the same date) and all three
Independent Non-executive Directors, Mr. Tan Jinsong, Mr. Lam Ming
Yung and Ms. Cao Zhoutao.

Updated Information on Directors Pursuant to
Rule 13.51B(1) of the Listing Rules

Save as otherwise set out below, there is no change in the information
of the Directors required to be disclosed pursuant to Rule 13.51B of the
Listing Rules since the Company’s last published annual report.

Ms. Yuan Liqun - Executive Director

Ms. Yuan Liqun is currently a director and vice-president of Midea Group
Co., Ltd. (“Midea”, a company listed on the Shenzhen Stock Exchange).

Mr. Li Feide - Executive Director

Mr. Li Feide is currently a director and assistant to president of Midea.
He also acts as the chief officer of the strategic development department
and the operations management department of Midea. He also holds
a Bachelor’s Degree of Financial Management and Economics from
Huazhong University of Science and Technology.

REEZEE

AARIR2012F3A0BKIRRZ B ([IRREE
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Mr. Tan Jinsong - Independent Non-executive Director

Mr. Tan Jinsong was appointed as an independent director of Guangzhou
Hengyun Enterprises Holding Ltd. since May 2014, and ceased to be an
independent director of Sundiro Holding Co., Ltd. in June 2014 (both
companies are listed on the Shenzhen Stock Exchange).

On behalf of the Board

Welling Holding Limited

Zhou Xiangyang

Chairman and Chief Executive Officer

Hong Kong, 12 August 2014
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