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INTERIM RESULTS
SbUE S

The directors (the “Directors”) of Welling Holding Limited (the “Company”)
hereby present the unaudited consolidated results of the Company and
its subsidiaries (together, the “Group”) for the six months ended 30 June
2016, together with the comparative figures for 2015. These condensed
consolidated interim financial information have not been audited, but have

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

BEERERAB([AARNES([EF])E
HE2IARABRENBAR (SB[ AEEESE
20166 A30R IENEA 2 RICEZ TG ¥ 4B &
F20156F 2 L B BN F - 2 S B4R A P BT 5 B 1
REEZ BEBRARRIZERZES ([B%EE
g])EH-

CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT

R4S A s &

FOR THE SIX MONTHS ENDED 30 JUNE 2016

2201656 H30H 1L/} A

Unaudited
RCEZ
Six months ended 30 June
HZ6H30H ILA<EA
2016 2015
Note HK$’000 HK$’000
b BET T BT T
Revenue I'ON 6 4,301,748 4,818,195
Cost of goods sold HE B MK AR (3,635,444) (4,139,867)
Gross profit EX 666,304 678,328
Other gains — net Hhsm— 58 7 77,147 68,015
Selling and marketing costs HE R M SRR A (92,824) (110,439)
Administrative expenses THFEX (168,649) (194,801)
Operating profit mE R 481,978 441,103
Finance expenses BE M (1,887) (17,147)
Finance income BE U A 5,841 7,952
Finance income/(expenses) — net BEWRA (X)) —F58 9 3,954 (9,195)
Share of profit of associates accounted LA zIEARRZ
for using the equity method FEAG B & R R F)E 19,171 30,261
Profit before income tax 1 BR B 45 51 51 U 505,103 462,169
Income tax expense Frs A= 10 (96,170) (78,824)
Profit for the period R FE 408,933 383,345
Profit attributable to: T ALTEEFE:
Owners of the Company ViN/NEIEZE DN 408,967 383,288
Non-controlling interests eI IR = (34) 57
408,933 383,345
Earnings per share attributable to AATEE AEG
the owners of the Company, BRER
expressed in HK cents per share DERAEWLSR
Basic HAR 11 14.28 13.39
Diluted e 11 14.28 13.38

The notes on page 9 to 36 form an integral part of this condensed

consolidated interim financial information.

4 Welling Holding Limited « BEZERERAE

FHNFHIE3CH < M AR S HHMBER 2
HERCERD ©



CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME

HRFEPHEERER

FOR THE SIX MONTHS ENDED 30 JUNE 2016
HZE2016%6 8308 1F/~1E A

Unaudited
RIEEX
Six months ended 30 June
EZ6H30H1E<EA
2016 2015
HK$’000 HK$’000
BET T BT
Profit for the period B FE 408,933 383,345
Other comprehensive loss: Hih2HEEE:
Item that may be reclassified to profit or loss A EF S EE B EH
Currency translation differences INEE YT B =5 (90,495) 2,012
Change in value of available-for-sale financial assets 7] it X & 4 gl & &= B (E & (452) 2,322)
Other comprehensive loss for the period, HAHMtZEER
net of tax HNRBIE (90,947) (310)
Total comprehensive income for the period BMAazEK=EE 317,986 383,035
Total comprehensive income/(loss) DT ATEMMER
for the period attributable to: 2EWE (R85
Owners of the Company PIN/NEE RSN 319,194 382,954
Non-controlling interests FEE R (1,208) 81
317,986 383,035

The notes on page 9 to 36 form an integral part of this condensed

consolidated interim financial information.

Interim Report 2016 1 #i%R 4

HNFIEICE M RN EREE P HRMBER 2
HERCER D

5



CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

EBRAR S T HI B AR R

AS AT 30 JUNE 2016
201656 A30H
Unaudited Audited
RICER K%
30 June 31 December
2016 2015
20165 2015%F
6H30H 12A31H
Note HK$'000 HKS 000
BT BET T BEEF T
ASSETS EE
Non-current assets kRBEE
Leasehold land and land use rights THE -t & £ Ho 55 A 13 190,945 197,646
Property, plant and equipment - WE KEE 13 1,120,258 1,194,052
Investment properties wEME 13 44,305 46,591
Intangible assets B EE 13 84,828 80,455
Investments accounted for using the equity method ~ LA EABR Z & 357,941 345,897
Deferred income tax assets BEPSTHEE 15,629 19,499
Available-for-sale financial assets AEHESmEE 14 114,249 120,306
Prepayments for property, plant and equipment AR BE k& ERIE 16 3,765 5,103
1,931,920 2,009,549
Current assets REEE
Inventories FE 15 400,193 554,938
Trade and other receivables B 5 Rk E M EWGR 16 3,416,852 2,986,724
Derivative financial instruments PTHESRIA 2,405 9,249
Available-for-sale financial assets AtEESREE 14 885,273 720,857
Pledged bank deposits EEPRITIFR 69,478 76,960
Cash and cash equivalents ReERREEED 918,925 1,236,209
5,693,126 5,584,937
Total assets WEE 7,625,046 7,594,486
EQUITY s
Equity attributable to the owners of KATEEA
the Company B
Share capital % A \ 17 4,966,930 4,966,858
Other reserves H b {# 18 (2,838,705) (2,757,335)
Retained earnings IR &F 2,355,687 2,132,848
4,483,912 4,342,371
Non-controlling interests FERER 58,222 59,430
Total equity R 4,542,134 4,401,801
LIABILITIES afE
Non-current liabilities FRBERE
Deferred income tax liabilities EEFTEHEE 150,893 136,224
Deferred government grants EFEBRAT # Bh 31,120 32,137
182,013 168,361
Current liabilities REBEE
Trade and other payables B 5 N EAM R 19 2,871,284 2,989,166
Derivative financial instruments PTEEMTEAE 2,739 7,751
Current income tax liabilities BIERFTE B E 26,876 6,757
Borrowings & 20 - 20,650
2,900,899 3,024,324
Total liabilities wEE 3,082,912 3,192,685
Total equity and liabilities EEREERE 7,625,046 7,594,486

The notes on page 9 to 36 form an integral part of this condensed  #HAEOEI6E 2 Mt BARIRRLRA T EIE/ IS E K2
consolidated interim financial information. HERCER D ©
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
ERREPERE R

FOR THE SIX MONTHS ENDED 30 JUNE 2016

HZE2016%6 8308 1F/~1E A

Unaudited
REBEH
Attributable to the owners of the Company
KARERAER
Non-
Share Other Retained controlling Total
capital reserves earnings Total interests equity
[ HivfE REEA &% FERER EREE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETR BETT BETR BETR BETR BETR

Balance at 1 January 2016 R2016F1 810 2 &84 4,966,858 (2,757,335) 2,132,848 4,342,311 59,430 4,401,801
Comprehensive income: 2EHE:
Profit for the period ihapilyes - - 408,967 408,967 (34) 408,933
Other comprehensive income: Ht2EKE:
Available-for-sale financial assets MENESREE - (452) - (452) - (452)
Currency translation diferences NENEER - (89,321) - (89,321) (1,174 (90,495)
Total comprehensive income 2ENBAE - (89,773) 408,967 319,194 (1,208) 317,986
Transactions with owners: HAREAETHRS:
Share option scheme EH e HE

— proceeds from shares issued (Note 17) ~BTRAMEFE (Fi17) 79 - - 79 - 79

- share issuance expenses (Note 17) ~BRHBARRE (FiE17) Ul - - ul - Ul
Contribution by owners relating to share-based BEEE RN AERLHE

payment (Note 18 (b)) Rt (18 ) - 8,403 - 8,403 - 8,403
Dividend (Note 12) k& (Bii2) - - (186,135) (186,135) - (186,135)
Unclaimed dividend forfeited (Note 19 (c)) RUREBRS (H5H19(0)) - - 7 7 - 7
Total transactions with owners HERARTZRGER 72 8,403 (186,128) (177,653) - (177,653)
Balance at 30 June 2016 1201656 A30H 2 &tk 4,966,930 (2,838,705) 2,355,687 4,483,912 58,222 4,542,134
Balance at 1 January 2015 R2015F1 1A 2 &4 4,965,641 (2,539,934) 1,838,646 4,264,353 65,491 4,329,844
Comprehensive income: 2EHE:
Profit for the period BAFE - - 383,288 383,288 57 383,345
Other comprehensive income: Hit2EWE:
Available-for-sale financial assets ELESHEE - (2,322 - (2,322) - (2.329)
Currency translation differences NEREEE - 1,988 - 1,988 24 2,012
Total comprehensive income 2ANFAE - (334) 383,288 382,954 81 383,035
Transactions with owners: BREEAETHRS:
Share option scheme L HE

— proceeds from shares issued (Note 17) - BORAMEHE (H317) 1,240 - - 1,240 - 1,240

- share issuance expenses (Note 17) - BRI (KiE17) 29) - - (29 - (29)
Contribution by owners relating to share-based BEEE RN AERLHE

payment (Note 18 (b) ELIGEEIC) - 6,175 - 6,175 - 6,175
Dividend (Note 12) TRE (Fri12) - - (214,771) (214,771) - (214,771)
Total transactions with owners BREARTZRZ4E 1,217 6,175 (214,771) (207,379 - (207,379)
Balance at 30 June 2015 R201556 5300 2 & 4,966,358 (2,534,093) 2,007,163 4,439,928 65,672 4,505,500

The notes on page 9 to 36 form an integral part of this condensed

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

ARG EFPHRESRER
FOR THE SIX MONTHS ENDED 30 JUNE 2016
HZE2016%6 8308 1F/~1E A

Unaudited
RIBERX
Six months ended 30 June
EZ6H30H1E<EA
2016 2015
HK$’000 HK$’000
BT T BT
Net cash generated from operating activities RETHELEZHSFE 95,787 804,861
Cash flows from investing activities RETH2HERE
Purchases of available-of-sale financial assets BEUHIECHEE
— wealth management products - MEEEE® (653,451) (632,501)
Proceeds from sale of available-of-sale financial assets & A fit i & & g & & A 15 5018
— wealth management products — U EEEEM 475,237 -
Purchases of property, plant and equipment BEWE - BEMEE (41,972) (126,305)
Increase in construction-in-progress EETREEM (24,030) (85,591)
Decrease in prepayments for property, FENYME BE R
plant and equipment REBFIER D 1,338 37,228
Proceeds from sale of property, HEME KER
plant and equipment RIS RIE 26,862 11,915
Development cost B BOR (8,611) (10,205)
Dividends received B E 16,512 13,270
Investment income from available-for-sale financial AIEHESMEERERE
assets — wealth management products —EEEEm 14,742 -
Net cash used in investing activities REZEBFTAZREFE (193,373) (792,189)
Cash flows from financing activities METBHREeRE
Proceeds from borrowings BRFTEIA - 295,332
Repayments of borrowings EEMERX (20,650) (165,408)
Decrease/(increase) in pledged bank deposits BEEFRITERUR LD, (HEN) 7,482 (12,078)
Dividends paid BERRE (186,135) 214,771)
Proceeds from issuance of ordinary shares BT L BRATSHIA 79 1,240
Share issuance expenses BHEITRY 7 (23)
Net cash used in financing activities BEEETAZREFE (199,231) (95,703)
Net decrease in cash and cash equivalents ReRRESEEYRLD FE (296,817) (83,031)
Cash and cash equivalents at the beginning of HYzBHe RREEED
the period 1,236,209 1,939,564
Effect on exchange difference EREREZE (20,467) 682
Cash and cash equivalents at the end of BAZESRESESEY
the period 918,925 1,857,215

The notes on page 9 to 36 form an integral part of this condensed
consolidated interim financial information.

HNFOEICE M X /ARG P M AR
ZHPKER D ©
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P M B E R

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 2016 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 22 August 2016.

The financial information relating to the year ended 31 December
2015 that is included in the condensed consolidated interim financial
information for the six months ended 30 June 2016 as comparative
information does not constitute the Company’s statutory annual
consolidated financial statements for that year but is derived from
those financial statements. Further information relating to these
statutory financial statements required to be disclosed in accordance
with section 436 of the Hong Kong Companies Ordinance (Cap. 622)
is as follows:

The Company has delivered the financial statements for the year
ended 31 December 2015 to the Registrar of Companies as required
by section 662(3) of, and Part 3 of Schedule 6 to, the Hong Kong
Companies Ordinance (Cap. 622).

The Company’s auditor has reported on those financial statements.
The auditor’s report was unqualified; did not include a reference to
any matters to which the auditor drew attention by way of emphasis
without qualifying its report; and did not contain a statement
under sections 406(2), 407(2) or (3) of the Hong Kong Companies
Ordinance (Cap. 622).

—REH

REEBARAR (AL RAKEAR
(G178 [AEM ) o 3 AR SEAE ([ E)
RISHLE - HHRHERATE 2 THRE
FEBER-

RABARESTMKRIZBREEAF 7
i EER b BT BN HER BN E
FEIR S B K B SE6FE39IE3904 FE ©

ARABBRNREEBRERXBAAR AT ER L
o

bR BN B Z2016F6 A30H LB A 2
FSRRAR & R ERRS A E R LASES (8% ) 251 -
UL PRAR S R BB 15 B B 2 7201648 H22H
BESSHAETIR-

#E2016F6 4308 1L/ M8 A 2 [ 8A%R & = Bf
AR A R E2015F 12 A31 B L FE
Z BB ERER LR E R WA EK AR BR
ZFEEZEEFREAVIERE BRENZ
LB MK - BUEZE ATEM BRI AILRR
E BN AHED (622 ) B43615H & 2 i —
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P M B E R

10

Basis of Preparation

This condensed consolidated interim financial information for the six
months ended 30 June 2016 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 2015, which have been prepared in accordance
with Hong Kong Financial Reporting Standards (‘HKFRSs”).

Accounting Policies

The accounting policies applied are consistent with those of the
annual financial statements for the year ended 31 December 2015,
as described in those annual financial statements.

Amendments to HKFRSs effective for the financial year ending 31
December 2016 do not have a material impact on the Group.

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

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
2015.

Welling Holding Limited « BEZERERAE
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P M B E R

5. Financial Risk Management

5.1

5.2

5.3

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 condensed consolidated interim 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 2015.

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

Liquidity risk

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

Fair value estimation

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

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

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

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

5. BIEKRER

5.1

5.2

5.3

PR EE

REE 2 EBES SR ERR 5
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B R R #E FR - 30 78 B R £ [ B 20155
12A31BIEFE 2 FEH B #RK — 05

i
A= ©

EERIAT  BR SR ERE - f
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

MHERER (F)
DR AEEME (&)

TREVAREFEN2016FE6 A30FIE AR
BEFEZSHEERARE-

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

The following table presents the Group’s financial assets and
liabilities that are measured at fair value as at 30 June 2016.

Level 1 Level 2 Level 3 Total
F-& ok E Y @it
HK$'000 HK$’000 HK$'000 HK$'000
BRI BT BETRT BT
Assets EE
Financial assets at fair value BAREEGEEHEE
through profit or loss FABEZEREE
Derivative financial instruments TEEBIE
- Foreign exchange forward contracts ~ —4MERHAH) - 2,405 - 2,405
Available-for-sale financial assets ~ AtHELRHEE
— Wealth management products -HEEEEM - 885,273 - 885,273
- Equity investments -RERE - - 114,249 114,249
Liabilities &
Financial liabilities at fair value BRAREETEEHEE
through profit or loss HABECERAR
Derivative financial instruments THEERTA
— Foreign exchange forward contracts ~ —/MEREIA ) - 2,739 - 2,739
The following table presents the Group’s financial assets and TREHNAEER2015F12A31BIZA
liabilities that are measured at fair value as at 31 December NEENEZCBREERARE-
2015.
Level 1 Level 2 Level 3 Total
F—5 E-H E=M #Et
HK$'000 HK$'000 HK$'000 HK$'000
BT BB BT BT
Assets EE
Financial assets at fair value BAREETEEHEE
through profit or loss FABEZEREE
Derivative financial instruments THEERTA
- Commodity futures contracts -HmBEED 7,963 - - 7,963
— Foreign exchange forward contracts ~ —9MEREIAH) - 1,286 - 1,286
Available-for-sale financial assets ~ A HESHEE
— Wealth management products -HEEEEM - 720,857 - 720,857
— Equity investments -RERE - - 120,306 120,306
Liabilities =N
Financial liabilities at fair value EQREEGTEEAEZD
through profit or loss FABREzERER
Derivative financial instruments fTEERBTIA
- Commodiity futures contracts -EmBEAN 1,688 - - 1,688
— Foreign exchange forward contracts ~ —/MERHIA 4 - 6,063 - 6,063

Welling Holding Limited « BEZERERAQE



NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

Segment Information 6. PHEHR
The principal activities of the Group are the manufacturing, REEFEEBREFEZGINGLE - 58
distribution and selling of motors and electronic and electric MIHERA G BN EFEREM-.
components for electrical household appliances in the PRC and
overseas.
In accordance with the Group’s internal financial reporting provided BEASERITEREERRITA -ES
to the chief operating decision-maker, the board of directors, who g (Eﬂﬁif"@ﬂéx AR E D ERIR R bIE
is responsible for allocating resources, assessing performance RERRE 2 F BIECEARE ) A B -
of the operating segments and making strategic decisions, the B E N ETE R i 5 T B SRS o e
management considers the business from both business and E¥BFERE NEBERS—FEEEHI-
geographical perspectives. From business perspective, the Group
has only one business segment.
The Group is domiciled in the PRC. The Group’s revenue from REBRANFE - REE R B FBBRA RIRIN
customers located in the PRC and outside the PRC are presented as BEEZBAZTIIT:
follows:
Six months ended 30 June
HZ6H30H LLAEA
2016 2015
HK$’000 HK$'000
BT T BT T
Revenue from customers in the PRC REFBBERAER ZWA 3,010,995 3,445,430
Revenue from customers outside the PRC REFRBRBEINEF ZWA 1,290,753 1,372,765
4,301,748 4,818,195

Revenue is allocated based on the country in which customers are
located. No revenue derived from a single external customer has
exceeded 10% of the total revenue.

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

WAREEFATEBIZR D B - R B B — )
EBEPE AL BIEAI0%A L -

R EEBARS AR
MEVEEZHE D IO

PR B - R AR B E
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

7. Other Gains - Net 7. Hftlsm— 8
Six months ended 30 June
HZ6HA30R ILAEA
2016 2015
HK$’000 HK$ 000
BT T BT
Government grants received B WK T i B 9,341 6,597
Derivative financial instruments: PTHEERIA:
— fair value gain on commodity future — I HEERIEEPEFEREZ
contracts not qualified for ARBAEAE N AR BERE
hedge accounting 9,173 13,414
— fair value (loss)/gain on foreign — I HEERIEEPEFEREZ
exchange forward contracts HNERBIE N A REE
not qualified for hedge accounting (E18) ks (1,140) 31,269
Dividend income from available-for-sale AR ECHEEY
financial assets — equity investment A& BURA — B IR & 16,512 13,270
Claim from suppliers REHEFHRE 1,482 1,842
Exchange gain/(loss) PE 5 kst (s518) 28,356 (@1)
Loss on disposal of property, HEWE - BE K&
plant and equipment B EE (2,770) (1,772)
Rental income WA 4,331 2,214
Investment income from available-for-sale At EeMmEE L
financial assets — wealth BEWA-MEEEER
management products 14,742 -
Others Hth (2,880) 1,222
77,147 68,015

14
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

8. Expenses by Nature 8. RMHEIs7EZHEX

BB S AR B TR 5 M AR AT
B B ST

Expenses included in cost of goods sold, selling and marketing costs
and administrative expenses are analysed as follows:

Six months ended 30 June

HZ6HA30R ILAEA
2016 2015
HK$’000 HK$’'000
BT T BT
Cost of inventories recognised as expense EREASI ZEERA 3,023,610 3,464,865
Depreciation of property, plant and equipment  ¥1%¥ = M & EITE 87,901 81,708
Depreciation of investment properties REMENE 1,386 1,476
Amortisation of intangible assets BB E#E 2,555 1,587

Amortisation of leasehold land and THE + 0 Je + Hb {55 PR RE 8

land use rights 2,839 2,654
Employee benefit expenses EERAMFZ 412,599 471,014
Operating leases rental for land and buildings T REFLEHERS 4,831 3,726

Finance Income/(Expenses) - net

9. MEWA(BIX) —F8

Six months ended 30 June

HZE6H30A LAEA
2016 2015
HK$’000 HK$’000
BET T BT T
Interest expense FEREZ (2,032) (12,858)
Exchange gain/(loss) — net &zt (BB) — 28 145 (4,289)
Finance expenses BE RS (1,887) (17,147)

Finance income — interest income on BEWA —RITFRZFEWA

bank deposit 5,841 7,952
Net finance income/(expenses) BEWA S (FAX)FHE 3,954 (9,195)
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

10. Income Tax Expense

16

10. FREBiRAX

Six months ended 30 June

EZE6A30R LLAEA
2016 2015
HK$’000 HK$'000

BET T BETT

Current income tax BNEAFT1S R4
- PRC corporate income tax —FRREMEH 72,343 48,622
— Hong Kong profits tax —EBBNEH 2,580 2,839
74,923 51,461
Deferred income tax RIEFTIE 21,247 27,363
96,170 78,824

(i

(ii)

(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.

Welling Holding Limited « BEZERERAQE
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(ii)

(iii)
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

AR S T H B I R M

11. Earnings Per Share

(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.

1. ERER
() JE= %N

BB -

BRERBNTRARBEE ARER
AFER AR S 31T Bz i

Six months ended 30 June

HZ6HA30RH ILAEA
2016 2015
Profit for the period attributable to the RATHEB AEEBATE
owners of the Company (HK$’000) (BT 408,967 383,288
Weighted average number of RARETEEREARBT 2
ordinary shares for the purposes of LBRMEFHE (TR)
basic earnings per share ('000 shares) 2,863,617 2,863,342
Basic earnings per share (HK cents) SRERRZF GBI 14.28 13.39
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

11. Earnings Per Share (Continued)

18

(b) Diluted

For the six months ended 30 June 2016 and 2015, diluted
earnings per share were calculated by adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The dilutive
potential ordinary shares of the Company are performance-
based share options. For the share options, a calculation
is done to determine the number of shares that could have
been acquired at fair value (determined as the average
annual market share price of the Company’s shares) based
on the monetary value of the subscription rights attached to
outstanding share options. The number of shares calculated as
above is compared with the number of shares that would have
been issued assuming the exercise of the share options.

1. 8RER (&)
(b) #8

HZE2016F &2015F6 A30H 1L/~ EA
BRRESERN T ERAED BT AR
ZINEFHE - URBRRETHEE T BER
B2HERGTE ARR 2 EEHE Y
BRANRIRAEEZ BRE - SER
TETM S &R AR T {50 i AR 4 P B 3R
BN EBEETHE NEETEA
AEE (RAQRRG FHFEMSR
BEE) WEZRINER - & s Ast
H2RHE A g ulBREERERETE
EE BT 2 IR 8B ELLER ©

Six months ended 30 June

B Z6H30H1E<EA
2016 2015
Profit for the period attributable to the RATHER AEEBANE
owners of the Company (HK$'000) (BEBFIT) 408,967 383,288
Weighted average number of AR EEREREF 2
ordinary shares for the purposes of LAk NRE 98 (TR
basic earnings per share ('000 shares) 2,863,617 2,863,342
Adjustments for share options (‘000 shares) 8 i% 12 78 2 ( T i%) 181 266
2,863,798 2,863,608
Diluted earnings per share (HK cents) GREERF (B 14.28 13.38
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

AR S T H B I R M

12.

13.

Dividends 12. K E
A dividend of HK$186,135,000 that relates to the year ended 31 HZE20156F12A31B L FEZREBE
December 2015 was paid in June 2016 (2015: HK$214,771,000). 186,135,0007T &, 7201646 A & 1+ (20154
75 1214,771,0007T)
The Directors have resolved not to declare an interim dividend in BEZ R TEIREE201696 4308 [E/5 18 A
respect of the six months ended 30 June 2016 (2015: Nil). 2 HEARR B (20154F 1 47 ) o
Capital Expenditure 13. EXBX
Leasehold Property,
land and plant and Investment Intangible
land use rights equipment properties assets
HELHEK ¥ BE
T ERRE N ET ] REME ENEE
HK$'000 HK$'000 HK$'000 HK$'000
BT BT BETT BT
Opening net book amount RW2016F1818 2
as at 1 January 2016 HOREFE 197,646 1,194,052 46,591 80,455
Additions NE - 66,002 - 8,611
Disposals HE - (29,632) - -
Amortisation/depreciation charges B/ MERY (2,839) (87,901) (1,386) (2,555)
Currency translation differences INEREER (3,862) (22,263) (900) (1,683)
Closing net book amount 201656 H308 2
as at 30 June 2016 BREEFE 190,945 1,120,258 44,305 84,828
Opening net book amount 201551818 2
as at 1 January 2015 HAREFE 215,212 1,246,679 52,435 68,455
Additions NE - 211,896 - 10,205
Disposals HE - (13,687) - -
Amortisation/depreciation charges B/ MERY (2,654) (81,708) (1,476) (1,587)
Currency translation differences NEREZER 72 262 16 46
Closing net book amount 2015568308 2
as at 30 June 2015 BREEFE 212,630 1,363,442 50,975 77,119
Interim Report 2016 83k 4 ] 9



NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

14. Available-for-sale Financial Assets

20

14. THEESREE

As at
IS
30 June 31 December
2016 2015
20164 20154
6A30H 12H31H
HK$’000 HK$ 000
BT T BT
Non-current IR B
Equity investment, at fair value (Note (a)) RAERE LA EEE (M:E@) 114,249 120,306
Current E
Investment in wealth management products, R EEEEMNIRE
at fair value (Note (b)) A REEE (WD) 885,273 720,857
999,522 841,163

Non-current available-for-sale financial assets represent the
equity interests in an unlisted company, Midea Group Finance
Co., Ltd (the “Finance Company”), which shall provide a
range of financial services as approved by the China Banking
Regulatory Commission. The registered capital of the Finance
Company was RMB1,500 million while Guangdong Welling
Motor Manufacturing Co., Ltd. (a wholly-owned subsidiary of
the Company) held 5% equity interest in it. The Group has no
significant influence on the Finance Company.

The fair value of available-for-sale financial assets was
determined by the directors. Fair value loss, net of tax
amounting to HK$3,175,000 was recognised in other
comprehensive income for the period ended 30 June 2016
(2015: HK$3,525,000). The directors assessed the fair value of
the equity investment and are in the opinion that the fair value
of the Finance Company approximately its net assets as at 30
June 2016 and 2015.

Welling Holding Limited « BEZERERAQE
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

AR S T H B I R M

14. Available-for-sale Financial Assets (Continued)

(b)  Current available-for-sale financial assets represent the
wealth management products issued by banks and financial
institutions with expected investment return rates ranging
from 4.4% to 5.8% per annum in the PRC. The principals
and returns are not guaranteed. Fair value gain, net of
tax amounting to HK$2,723,000 was recognised in other
comprehensive income for the period ended 30 June
2016 (2015: HK$1,203,000). The fair values of the wealth
management products approximate to their costs plus
expected investment return.

15. Inventories

14, THHESHEE (&)

(o)

RBIHLESREEREBRITRES
MEEETOT T EER BHERP
KT FIRE B RE BA.4%E5.8% ° A&
S REHEIFRE - ANEBERE (0
B IE ) 78 #52,723,0007T (20154F : 7 #E
1,203,0007T ) A& Z=2016F6 A308 1L H)
B E b 2 N ER - B EIRE
mZAABEEEKAIN BRI ED
WABEE o

15. 78

As at
S
30 June 31 December
2016 2015
20164 20154
6H30H 12H31H
HK$’000 HK$’000

BT BETT

Raw materials JR#4 62,877 88,805
Work-in-progress TR M 17,900 13,563
Finished goods SIRK 319,416 452,570

400,193 554,938
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

16. Trade and Other Receivables 16. ES R HAEWRK
As at
i

30 June 31 December

2016 2015

20164 20154

6330H 12A31H

HK$’000 HK$'000

BET T BETT

Trade receivables (Note () B S EWEK (k@) 1,287,132 1,017,813
Less: allowance for impairment R E AR (64,894) (54,218)
Trade receivables-net 2 5 EWGR—F5E 1,222,238 963,595
Notes receivable (Note (a)) Y EE (M) 708,813 550,651
Amounts due from related parties JE U B G 75 IR
(Notes (a), 23(0)) (Mi7¥(a)~ 23(0)) 1,335,119 1,301,080
3,266,170 2,815,326
Prepayments AR 56,156 83,899
Other receivables H b U 3Rk 85,890 76,073
Recoverable value-added tax-net AT O] I E R —F 5 12,401 16,529
3,420,617 2,991,827
Less: non-current portion A SERNERER
— Prepayments for property, plant and equipment — a1 ¥ % « &= M & & 208 (3,765) (5,103)
3,416,852 2,986,724
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

AR S T H B I R M

16. Trade and Other Receivables (Continued)

(@)

The majority of the Group’s trade receivables are with credit

period from 30 days to 150 days. The ageing analysis of the

gross trade receivables, notes receivable and amounts due

from related parties respectively was as follows:

16. EZREMEWRR (&)

@

AEBRIBHEZGERURZZEHN T
30HE150H - B F MG AAEE B E
B e U AR 5 FOB 2 BRER D AT Bl N
—F:

As at
S

30 June 31 December
2016 2015
20165 20154
6H30H 12H31H
HK$’000 HK$’000
BT BETT

Gross trade receivables: BESREWREEE:
Within 3 months 3fE A AR 1,007,582 791,208
3 to 6 months 3%61E A 195,287 186,193
Over 6 months 61E A LA _E 84,263 40,412
1,287,132 1,017,813

As at
S
30 June 31 December
2016 2015
20165 20154
6H30H 12H31H
HK$’000 HK$’000
BT BT
Notes receivable: EWEE:

Within 3 months 3fE A AR 459,876 196,269
3 to 6 months 3%61E A 248,937 354,382
708,813 550,651
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

16. Trade and Other Receivables (Continued) 16. EZ R HMEWR (&)

(@)  (Continued) @ (&)
As at
»®
30 June 31 December
2016 2015
20164 20154
6H30H 12H31H
HK$’000 HK$’000
BET T BEEF T
Amounts due from related parties: PER B 5 FRIE -
Within 3 months 31E A AR 825,666 743,520
3 to 6 months 3%61E A 509,453 547,326
Over 6 months 61E A LA - 10,234
1,335,119 1,301,080
17. Share Capital 17. R
Ordinary shares, issued and fully paid: ERTRBZEER:
Number of
shares ('000) HK$’000
EgnE 4=
(FA%) BEEF T
At 1 January 2015 R2015%F1A1H 2,862,033 4,965,641
Shares issued under the share RIZERETBIE#®ITZ
option scheme (Note (a)) & (FisE) 1,580 1,217
At 30 June 2015 7201596 A30H 2,863,613 4,966,858
At 1 January 2016 201651818 2,863,613 4,966,358
Shares issued under the share RIFBRESE BT
option scheme (Note (b)) Bt (M kD)) 100 72
At 30 June 2016 A2016%E6 A30H 2,863,713 4,966,930
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

17. Share Capital (Continued)

(@)

The share options exercised by the employees of the Group
for the period ended 30 June 2015, resulted in 1,580,000
shares being issued at HK$0.785 each, yielding proceeds after
transaction costs of approximately HK$1,217,000, 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$1.40.

The share options exercised by the employees of the Group
for the period ended 30 June 2016, resulted in 100,000
shares being issued at HK$0.785 each, yielding proceeds after
transaction costs of approximately HK$72,000, 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$1.42.

Details of the movements in respect of share option schemes
are set out under the section “Other Information” on pages 49
to 51.

18. Other Reserves

17. B4 (&)

@

EHE2015F6 300 LR - NEEERE
778 B8 A% 4 - 38 51,580,000 X 5 12 &
IR B 0. 785 T B ERIT - IR S
B 1% K FTS FUBAE 1,217,000 1SR
RIS o BERR REMEL TR IR - R R B B
INAET U T B A A T1.407T ©

EZE2016F6 4308 LM AEEEE
TT{E BE R AE - B E100,0008% Bk 15 12 & Bk
0.7 T BIRERTT R 5HE
1% B FT1S SRIE KB 572,000 138 A IR
7N o FEARREIEL TR0 - AN RIAR (0 &) I
W B RABE 4270

BRI B2 8 2 S IFHN 495
S1H [HEMER] —H&-

18. Hbf# &

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
PYSiy)
EERE REE  LERRE BRE Eff  AHEE
28 % -5 fE NXORE ERRE EXRE  ANHRE Bt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT  A¥Tr  BBTr AT B%Tr BT A%t AT A%Tr
Note (a) Note (a) Note (a) Note (b) Note (c)
Mz (e) HizE(e) W5t (a) ) ()
Balance at 1 January 2016 R2016F1 718 2 &8 7,748 208,034 198,881 25,779 47,795 31,302 (18,861) (3,258,013)  (2,757,335)
Currency translation differences ~ SMEHTE £ - - - - - - (89,321) - (89,321)
Contribution by owners relatingto BB #B ARG AERZ
share-based payment BEECRGE N
(Note (o)), i) - - - - 8,403 - - - 8,403
Change in value of avallable-for-sale FIfi il E S BEEEES
financial assets, net of tax (H1R#E) - - - - - (452) - - (452)
Balance at 30 June 2016 R201656A30A 2 &8 7,748 208,034 198,881 25,779 56,198 30,850 (108,182)  (3,258,013)  (2,838,705)
Balance at 1 January 2015 R2015F1A18 2 &8 6,593 200,583 191,430 25,779 31,128 19,598 242,973 (3,258,013)  (2,539,934)
Currency translation differences ~ HMNEHEEE - - - - - - 1,088 - 1,088
Contribution by owners relating to 5 E#E ARG A
share-based payment ERTA0ER
(Note (o)), i) (W) i) - - - - 6,175 - - - 6,175
Change in value of avalable-for-sale Tt HECRHEAEBELH
financial assets, net of tax (MB#E) - - - - - (2,322) - - 2,322)
Balance at 30 June 2015 R2015%6 4300 2 &8 6,593 200,583 191,430 25,779 37,298 17,276 244961  (3,258,013)  (2,534,093)

25
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

18. Other Reserves (Continued)

26

(b) (i)

(@) The Company’s PRC subsidiaries are required to follow

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

2012 Midea Incentive Share Plan

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 (resigned on 9
July 2015) and Mr. Jiang Deging (resigned on 3 June
2014) on 22 November 2012.
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(a)

(b)
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

18. Other Reserves (Continued)

(b) (i)

(b) (i)

2012 Midea Incentive Share Plan
(Continued)

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.

Midea Share Option Incentive Plan
Phase |

On 18 February 2014, Midea granted Midea Share
Option Incentive Plan Phase | to the core management
staffs of Midea and its subsidiaries, under which
2,145,000 share options was 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 for the year ended 31 December 2013
to the shareholders was approved at Midea's annual
general meeting held on 21 April 2014. In addition, the
shareholders of Midea approved a bonus issue of shares
on the basis of 5 bonus shares for every 10 existing
shares for the year ended 31 December 2015 to the
shareholders on 26 April 2016. Therefore, adjustments
were made to the number of outstanding share options
and the exercise price. As at 30 June 2016, 2,709,900
share options remain outstanding and exercisable under
Midea Share Option Incentive Plan Phase I.

18. Hithf# s (&)

(b) (i)

(b) (i)
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2012 IR ETE
(#8)

BN R BE B R
B EUARR O REM AT
5 I EEER DO R AEER
ENEERNREREZEZTE
#19,423,0007C C AR R AR 2R 45
B AR RERAS Y o Bt H
HR 1 B BNES BRJ8 - i DARR D R
RE SN RAREGZE WEERA
MARMAX AEESETHES
HYBD A B S A B R BRI Y
BEIARR WET AR BERER
AT - BRI AR EE
RERENGETANAMISERL
Ok WRREAN D BHEHIE L™
FIFETHBARMMELETR
KT LAEETE -

ENBERENBTEE -
5

EWR2014F2 H18H MR M E
WEARZLEEABREER
BRESEEE 8 Ruitm
AEBEERSREEABEL
2,145,000 f# 1% # - 7A201454 A
B BRMNENRRBFAE £
BiBZE10MR B 22013512 A 31
HIEFE 238 B R 7D IR15AR AL
BIALAR KR 75 5 o LS - FA20165F
4H26R - ENREAERERE
1088 & £2015F12 A1 B L F [Z
HIER A B D ME SRR AT iR 2 EXER)
MR BRRRAL AR © Bt » 8 8 R T1E
BRI B RATREEL AR R
20166 H30R 1B 15 3= Ay B8 I e
BBt &1 % — HA s 52,709,900
BRI TR R A 1T
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

18. Other Reserves (Continued)

28

(b) (i)

(b) (i)

Midea Share Option Incentive Plan
Phase | (Continued)

Since the Company has no obligation to settle the above
share-based payment transaction granted by Midea,
the fair value of the share options granted amounting
to HK$2,036,000 (2015: HK$4,705,000) was treated
as an equity-settled share-based payment for the
period ended 30 June 2016. Award of the said share
options were vested in three tranches subject to the
achievement of Midea’s performance target 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
and senior managements as a contribution from its
ultimate holding company and credited it to share-based
payment reserve.

Midea Share Option Incentive Plan
Phase Il

On 27 May 2015, Midea granted Midea Share Option
Incentive Plan Phase Il to the core management staffs
of Midea and its subsidiaries, under which 2,280,000
share options was granted to the Directors and senior
managements of the Group. The shareholders of Midea
approved a bonus issue of shares on the basis of 5
bonus shares for every 10 existing shares for the year
ended 31 December 2015 to the shareholders on 26
April 2016. Therefore, adjustments were made to the
number of outstanding share options and the exercise
price. As at 30 June 2016, 2,730,000 share options
remain outstanding and exercisable under Midea Share
Option Incentive Plan Phase Il
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18. Hithf# s (&)

(b) (i)

(b) (iii)

ENBERENBTEE -
2 (%)

AR AAREEAZAENRE
FiARMDAERINNRZS
HEEHOEREZ AABESTE
7 #2,036,0007T (2015%F: A
4,705,0007T ) E AR A EZE20165F
6H30H LE BAf LA A B LARR 1)
BEEE T o R e iERRiE
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X - RNEEBEETEESEMSR
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

18. Other Reserves (Continued)

(b)

(c)

(iii) Midea Share Option Incentive Plan
Phase Il (Continued)

Since the Company has no obligation to settle the above
share-based payment transaction granted by Midea,
the fair value of the share options granted amounting
to HK$6,367,000 (2015: HK$1,470,000) was treated
as an equity-settled share-based payment for the
period ended 30 June 2016. Award of the said share
options were vested in three tranches subject to the
achievement of Midea’s performance target 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
and senior managements as a contribution from its
ultimate holding company and credited it to share-based
payment reserve.

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

18. HitufkE (&)
(b) (i) EHNEREZRBTEE=

2 (%)

AR AAREEAZAENRE
FiARD RERZNORS
HBEHOEREZ AABESTE
75 %6,367,0007T (20154 : B
1,470,0007T) B 1R 2B £2016
F6A30H LE BRI AR A E LARY
MAEERNZ M Bl HOE
RES=HEE BEHRRE
R ERIBRATE  MARSD A
AW T AR EBERE W&
NIERBAE - AEEEFRTH
EEREREBABNROAE
BERERAREHOEBRIAR:
Wt AARR D B E B 4 &
1o
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BERADREEG NIAREEK BN E
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

19. Trade and Other Payables 19. ES R HMEMSRK
As at
i

30 June 31 December

2016 2015

20164 20154

6330H 12A31H

HK$’000 HK$'000

BET T BETT

Trade payables (Note (a)) B SR (k@) 1,165,449 1,077,052
Notes payable (Notes (a) & (b)) FERT & (FIFE(a) K (b)) 1,298,060 1,400,265
Amounts due to related parties (Notes (a), 23(b)) &1 B EE 5 7038 (Hf5E(a) * 23(b) ) 93,429 145,638
2,556,938 2,622,955
Provision for staff welfare and bonus 8 TRA RICAL B 100,110 126,975
Accruals TEIRE A 55,709 24,090
Advances from customers BUWEFER 40,368 8,212
Other payables (Note (c)) H AR (MR () 118,159 206,934
2,871,284 2,989,166

(@)  The ageing analysis of the trade payables, notes payable and @ AEERZESHEN ENEERENEH

amounts due to related parties of the Group was as follows: B 5 FIA 2 BRER AT T -
As at
JiS

30 June 31 December
2016 2015
20164 20154
6A30H 12H31H
HK$’000 HK$ 000

BET T BETT

Within 3 months 31E A AR 1,729,374 1,661,358
3 to 6 months 3%61EH 824,989 951,928
Over 6 months 61E A LA _E 2,575 9,669

2,556,938 2,622,955
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

19. Trade and Other Payables (Continued) 19. ESRHMEMSK (&)

(o)  The balance represents non-interest bearing bank acceptance b)) FARSEHRRAEEEL 2 A ERITE
notes issued by the Group with maturity periods of less than HEE DHERR AN E A 0 7A20165F
six months. As at 30 June 2016, certain notes payable was 67308 ' /T EIEARITIF R
pledged by bank deposits of approximately HK$69,478,000 #69,478,0007T (201512 A31H : B 1
(31 December 2015: HK$76,960,000). 76,960,0007T ) {E A -

() During the six months ended 30 June 2016, HK$7,000 (31 ©  E=20164F6A30H IE/EA - A AFIFT
December 2015: Nil) of dividends declared by the Company, TR B H 2B 7,0007T (2015F12 8
which were unclaimed after a period of six years from the 318 &) NERARBRAFHEEZR
date of declaration, were forfeited and transferred to retained WER B ERBEARAQNRICAEBER
earnings in accordance with the Company’s Articles of A F LU KRR S RE AT
Association.

20. Borrowings 20. B
As at
»

30 June 31 December

2016 2015

20164 20154

6A30H 12H31H

HK$’000 HK$ 000

BT T BT T

Current TRE

Bank borrowings, unsecured IRITIER— MIER - 20,650

The effective interest rates of the above floating rate borrowings as at M2015F12A31H @ LillZ BB 2 B FF

31 December 2015 was 2.01% per annum. R E2.01% °

Contingent Liabilities 21. FIREE

21.

As at 30 June 2016 and 31 December 2015, the Group and the
Company did not have any material contingent liabilities.

R201656 H30H K20155F12A31H » K&
MARNBWEEMERKAREE-
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

22. Commitments 22, AIE
(a) Capital commitments (a) EAEIE
As at
IS
30 June 31 December
2016 2015
20165 2015%F
6H330H 12A31H
HK$’000 HK$’'000
BT T BT T
Capital expenditure contracted BRIEREEZ
for but not provided BEARFAX 113,146 67,906
(b) Operating lease commitments (b) REHERIE
The future aggregate minimum lease payments of the Group REEARE AT 2 & TR E R AR R
under non-cancellable operating leases are as follows: JERT 2 SRR EFRIBLAFEMOT
As at
IS
30 June 31 December
2016 2015
20165 2015%F
6830H 12H31H
HK$’000 HK$’'000
BT T BT T
Not later than one year TEEB—F 8,500 6,468
Later than one year and BA—FETBARSF
not later than five years 12,143 13,780
20,643 20,248
23. Related Party Transactions 23. RS
The ultimate holding company of the Group is Midea Holding REBE Z SRR A BENZRER AR
Company Limited, which owns 68.64% of the Company’s shares. HEB AN TE68.64% 17 o 82 T~31.36%M% 15
The remaining 31.36% of the shares are widely held. The ultimate EFRHE RNEENZLIERRR AR ZRE
controlling shareholder of the Group is Mr. He Xiangjian. o
Transactions between the Group and other related parties during the BAARS B RN 5 2 R ST

period are summarised below:
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

23. Related Party Transactions (Continued) 23. EEEARS (&)
(a) Transactions with related parties (a) BEHEBAZXRS
The following transactions were carried out with related parties LA Ty B2 IR BRI XA HEWMTEZ
in accordance with the terms mutually agreed between the BFET IR S

respective parties:

Six months ended 30 June

HEZE6A30R LAEA
2016 2015
HK$’000 HK$'000

BET T BETT

Sales to related parties*: I RREE e
— Controlled by the ultimate holding company — — B3 & 482 i 2 &13% ) 1,908,987 2,224,101
Purchases from related parties*: o) B8 Bk 5 BR BB
— Controlled by the ultimate holding company — — F & A4 A% A B4 4 79,474 31,304
— Controlled by a close family member of the —HHZEIER AR ETERE 2
ultimate holding company’s substantial RIS
shareholder 45,942 78,095
125,416 109,399
Other transactions with related parties HEBINEMNR S
- Controlled by the ultimate —BHBRAER D FE
holding company
() Logistics services received from () B FEan YRR
related parties™ 25,374 32,707
(i) Rental income received from (i) BEa s EHEe A
a related party” 2,079 2,214
(i) Contribution by owners related to (i) BRIHER ARG AERI AW
share-based payment (Note 18(b)) B (HI5E18()) 8,403 6,175
(iv) Investment income from available-for-sale  (v) B @ A RE 2 A HEE SR
financial assets — wealth management BE-VEEREMBRERA
products subscribed from a related party 3,036 -
(V) Wealth management products v BB TREZMEERER
subscribed from a related party 140,405 -
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

23. Related Party Transactions (Continued) 23. EEEARS (&)
(@) Transactions with related parties (Continued) (a) HEBEBE2RS (&)

34

(b)

Six months ended 30 June

HZ6A30R LAEA
2016 2015
HK$’000 HK$'000

BT BETT

Financial services provided
by Finance Company*

Mg AR REN SRR

- Controlled by the ultimate —HBBRAERATZES
holding company
() lssues of bills ) AAEE 1,362,531 1,784,088
(i) Discounted bills (i) BHIRF|E 120,989 1,178,787
(i) Interest income on deposits received (i) HEUTF 3R F B A 5,559 6,878
(iv) Interest expense and bank charges paid  (v) X1 F BB KIR1TE A 2,124 12,734
(v) Settlement of foreign currency (v) INELHE 268,893 418,302

The related party transactions constituted continuing connected

* Ml 2SR ETRBFEAERER L

transactions as defined in Chapter 14A of the Listing Rules. FHEBRER S -

Balances with related parties

(b) EREAERETS 246k

As at
S
30 June 31 December
2016 2015
20165 2015%F
6H30H 12H31H
HK$’000 HK$’000

BT BETT

Due from related parties included
in trade and other receivables:
— Controlled by the ultimate holding company

ERBABLIRE BEEESR

H At 8 W RROE
— BHRRERD R 1,335,119 1,301,080

As at 30 June 2016, the amount due from related parties
including notes receivable of approximately HK$836,686,000

(31 December 2015: HK$880,492,000).
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

AR S H B I E R M

23. Related Party Transactions (Continued)

(b) Balances with related parties (Continued)

23. BHAXRE (&)
(b) EREAEETS Z#E6R ()

As at
S
30 June 31 December
2016 2015
20165 20154
6H30H 12H31H
HK$’000 HK$'000
BET T BT IT
Due to related parties included ENREBARE BEEESR
in trade and other payables: HiFEFRRIE !
— Controlled by the ultimate holding company — HREIER A BT 32,823 28,057
— Controlled by a close family member of — AREERAFEZEREZ
the ultimate holding company’s RS
substantial shareholder 60,606 117,581
93,429 145,638
As at 30 June 2016, the amount due to related parties R2016F6 A30H ' FE(S R 5 s HE

including notes payable of approximately HK$43,725,000 (31
December 2015: HK$95,971,000).

The balances due from/to related parties are denominated
in Renminbi, unsecured, interest free and are repayable on
demand. No balances due from related parties are past due or
impaired.

BB IE BT R IR 40 A 5 43,725,000
7t (2015%F12 318 : # #95,971,000
JL) °

FEUL, FET BRI T A R A A R FIME -
WS - 28 BAREREHEE - ]
e R B 77 AE e A ORI (E
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR E P B E R

23. Related Party Transactions (Continued) 23. EEEARS (&)
(b) Balances with related parties (Continued) (b) EERAERS =456k ()
As at
»®
30 June 31 December
2016 2015
20164 20154
65308 12A31H
HK$’000 HK$'000
BT T BT
Other balances with related parties BB S 2 b8
- Controlled by the ultimate —HBRAER D TEG

holding company

() Short-term deposits in the Finance () RMBREZ
Company 2 HFER 835,173 1,234,141
(i) Bills have been issued but not yet due (iy REABAREHEA
in the Finance Company BE R ERE 1,341,830 1,506,806
(i) Discounted bills receivable not yet due (i) PEFTEAT)E 8L
in the Finance Company B ARE BRI R R 119,151 1,194
(iv) Available-for-sale financial assets vy BB FREZ
— wealth management products AL EemEE
subscribed from a related party - MEEEE® 140,405 119,363
24. Event after the Balance Sheet Date 24 ZHEBHBEE
On 15 August 2016, the Company announced to dispose the equity R20169F8 A 158 » AA R EMHEHREZ A
interests in its associates, Shanxi Huaxiang Group Co., Ltd. and RILAENEEER AR LEEMAER AR
Linkgo-HK Limited. The aggregate consideration was approximately 2 B g o BB A A R #313,228,0007T -
RMB313,228,000 and the Group would record a gain on disposals NEE 8RS & Uk 49 AR #7,300,0007T
of approximately RMB7,300,000. The actual gain arising from the HEMEENERKEBEFEZERIEE-

disposals is subject to audit.
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INTERIM DIVIDEND
IR

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
2016 (2015: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWEDN

Business Review

For the six months ended 30 June 2016, the Group’s profit attributable
to the owners of the Company and earnings per share amounted to
approximately HK$408,967,000 (2015: approximately HK$383,288,000)
and HK14.28 cents (2015: HK13.39 cents) respectively, representing a
profit increase of 6.7% year-on-year. Such profit increase was attributable
to the optimisation of internal process, stringent control of various
expenses, so that various operating expenses for the period recorded a

year-on-year decrease.

The Group’s turnover for the six months ended 30 June 2016
amounted to approximately HK$4,301,748,000 (2015: approximately
HK$4,818,195,000), representing a year-on-year drop of 10.7%, mainly
due to increasingly keen market competition. The Group’s gross profit
margin was 15.5% (2015: 14.1%), representing a year-on-year increase of
1.4%, which was mainly attributable to the optimisation of product mix and

the effect of exchange rate fluctuation from US and Euro dollars.

ARRERE ([EFE])FRTEREZE2016F6 A
308 IE/XE A Z R HRRR B (20155F - 4&) ©

E 3 3C1)

ELZE20165F6 A30H IS A R ARIHEE A B
7K &£ B F) 4978 #5408,967,0007T (20154 « 478 1
383,288,0007T ) + & &% B F A14.2878 1L (20154
13.397%8 L) « IR L EF46.7% - FIE _EAZ2ERA
HRREL RESEER APRSBELEERR
Eb B

B Z=2016F6 308 LN A A - AEE & X BB
#4,301,748,0007T (2015%F : 4975 #4,818,195,000
JL) B TEI07% E2XMBHEFFEME
2o REBMEFIRAE15.5% (20155 : 14.1% ) » ALt
FH14% xZRAERERBELCUARETEBITY
MK H B2
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MANAGEMENT DISCUSSION AND ANALYSIS
BB

Analysis of Major Business Operations

In the first half of 2016, the global economic conditions were volatile
and the situation of low growth and high risk remained unchanged
fundamentally. No encouraging sign was seen in major economies’
economic growth. The risk events occurred frequently and the expected
rise in the Federal Reserve Board interest rate had affected market
sentiment and such trend would stimulate the nerve of different markets.
The Brexit added more uncertainties to the European Union and even the
global economy. Despite more positive signs were emerged in the economy
of the United States, however, they were below expectation. The burden of
public debts in Europe and Japan were still huge and the outlook was not
optimistic. The recovery of emerging economies was rebounded weakly
in general, the industrial output in countries like Brazil and Russia were
shrunk. The overall China economy continued its downward trend since
2010 and its macroeconomic policies continued to maintain the balance
of “Maintaining Growth, Optimising Economic Structure and Accelerating
Reform” so as to stabilise the momentum and trend, but downward
pressure on the growth rate was still obvious. The enterprises confronted
a serious of difficulties in business transformation and upgrading, these
difficulties include labor supply shortage, increasing labor costs, financing
bottlenecks, and decreasing economic benefit, etc.

In the first half of the year, affected by the macroeconomic environment,
the overall domestic consumption demand lost its momentum and the
electrical household appliance industry continued its fundamental trend of
downstream demand since 2015, however, the propulsion of supply-side
reform policies of the Chinese government had accelerated the destocking
process in electrical household appliance industry. Consumer demand
was no longer satisfied with the simple electrical traditional functions.
Industry transformation and upgrading led by large home appliance
manufacturers were further intensified. Affected by the above factors, with
the rapid increase in raw material costs and rising manufacturing costs of
air-conditioners, the price war effect on market volume and brand market
share became very limited. The impact on the price cut became weakened
significantly. Therefore, the sales volume of air-conditioning products
dropped obviously as compared to the same period last year. The washing
machines market demonstrated a diversified development layout, market
inventory in general was getting saturated and the market had shifted from
production to stocking up. The replacement demand became dominant
and the brand structure was relatively stable.

38
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MANAGEMENT DISCUSSION AND ANALYSIS
BB

Motor Business

From January to June 2016, the total domestic and overseas sales
volume of household air-conditioners in China decreased by 14.5%
year-on-year and total production declined by 9.9% year-on-year.
The total domestic and overseas sales volume of washing machines
increased by 3.8% year-on-year and total production increased by
1.7% year-on-year. The total domestic and overseas sales volume of
refrigerators decreased by 1.4% year-on-year and total production
decreased by 3.7% year-on-year. (Source: www.chinalOL.com).

For the six months ended 30 June 2016, the Group’s motor business
recorded a domestic sales volume of approximately 59,326,000
units and an export sales volume of approximately 19,196,000 units,
with the aggregate sales volume of approximately 78,522,000 units
(of which, the domestic and export sales volumes of motors for air-
conditioners were approximately 41,330,000 units and 11,376,000
units respectively, with the aggregate sales volume decreased
by 7% as compared to the same period last year. The domestic
and export sales volumes of motors for washing machines were
approximately 8,107,000 units and 6,585,000 units respectively, with
the aggregate sales volume increased by 7% compared to the same
period last year). With the influence of keen market competition, the
Group recorded a turnover of approximately HK$4,301,748,000
(of which HK$2,421,179,000 from motors for air-conditioners and
HK$1,226,186,000 from motors for washing machines) for the first
half of 2016, representing a drop of 10.7% compared to the same
period last year, and total sales volume decreased by 3% year-on-
year. The profit of the Group for the first half of 2016 amounted
to approximately HK$408,967,000, representing an increase of
approximately 6.7% as compared to approximately HK$383,288,000
of the same period in 2015. Such profit increase was attributable
to the optimisation of internal process, stringent control of various
expenses, so that various operating expenses for the period recorded
a year-on-year decrease.

2016F1 AE6 A - AR A FHNINEEE R
Lb T B14.5% £ EMBER LT E.9%  ERK
HAINERE R LI R3.8%  £EMBERILLIG
R1.7% : KFEASNBRERILL TE1.4% £ E
BERLLTEI7%  (ALBREA EERT
£ o

HZE2016%F6A30H LE/N B A - S EF N EE

T 5 8 4950,326,0006 0 HO 2 Bk &
#719,196,000% - 42 4 & £978,522,0004 (&
rp 22 18£8 T 4% 9 85 491541,330,0008 * A K2 A
$H491511,376,00048  BHEREAFRATE
7% : i R MR FR | N 88 49158,107,0004 + BA
Ko 51 8 47156,585,0004 » 48 34 B 5 = F [ 5
BR7%) - ZXWERFMBEFE AEER
20165F £ ¥ F 7 & S ZE#) 4 14,301,748,000
T(ERTEARERREREEREEED
R 7 #62,421,179,0007T K 7% #1,226,186,000
TL) B EFRBRFA10.7% MAEHEE LR
Lt T #K3% o AN E20165F 3 F F L) H
408,967,0007T * £b201545 [A] 5 & | B 49 78 1
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEWED T

40

11

Motors for Air-Conditioners

The Group adhered to the goals of product upgrading and
promotion of upgraded products. Despite the decline in the
air-conditioning market and certain drop in product sales, the
product mix had further optimised. The total sales volume of
motors for air-conditioners decreased by 7% as compared to
the same period last year. In addition, affected by the keen
market competition and new market development, total sales
revenue of air-conditioner motors fell by 18% as compared
to the same period last year. The sales volume of alternating
current motors for household air-conditioners decreased
by 8%, brushless direct current motors for household air-
conditioners increased by 25% and commercial motors
decreased by 2%, as compared to the same period last year.
Through making more efforts in new market development, the
alternating current motors and brushless direct current motors
for household air-conditioners achieved a major breakthrough
in the Indian market and had commenced supply for new
customers. As for research and development (‘R&D”) on the
product upgrade and technical innovations, formal marketing
promotion was conducted for the commercial direct current
motors and high-power brushless direct current motors, etc.
used in North America. Major breakthrough was achieved
in the pioneer technology research projects such as Hall
induction motors embedded with new structure of BMC,
induction motors to roidal core with isolation of tooth and yoke,
MO vector control without position and rubber damping rotor.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEWED T

1.2

Motors for Washing Machines

» o«

The demand characteristics for “high-end”, “youthful-oriented”
and “customisation” washing machines in domestic markets
become increasingly apparent, which had further accelerated
industry product upgrade. By benefiting from the accelerating
trend of inverter washing machines and the gradual maturity of
the Group’s inverter products, sales were increased for major
customers and product expansion. The total sales volume
of motors for washing machines of the Group was increased
by 7% as compared to the same period last year while total
sales revenue slightly decreased by 1% as compared to the
same period last year. Of which, the sales volume of wave-
wheel motors slightly decreased by 2%, series motors fell by
7% and inverter washing machine motors climbed by 124%,
as compared to the same period last year. The wave-wheel
motors and wave-wheel brushless direct current motors
had commenced supply for new customers in Southeast
Asian market, domestic market and Japanese market
respectively. As for the R&D on product upgrade and technical
innovations, formal marketing promotion was conducted for
the upgraded products such as fully automatic wave-wheel
oil bearing motors, wave-wheel motors of resin packages,
wave-wheel electromagnetic clutch direct current motors
and drum brushless direct current motors and controllers,
while the supply of certain models were also commenced
for customers. The technology research on electromagnetic
clutch remote position control technology was completed,
and begins transforming to products. Major breakthrough was
achieved in the pioneer technology research projects such as
full dynamic OOB smart sensing control and drum washing
noise improvement, and realised the industry leading position
in which focusing on precision and speed. Moreover, at the
Appliance & Electronics World Expo held in the early of the
year, “drive motors (ZXGN) series for drum washing machines”
was honoured with the “Best Component Award” of the 2016
China Appliance Award by the jury of experts. In the middle of
the year, the project “key technology research on drum motors
for washing machines and driving systems” was granted the
international advanced technology achievement authentication
by Guangdong Provincial Department of Science and
Technology, which further demonstrated that the Group’s key
technologies for its motors and driving systems such as the
reliability of product structure, fast and reliable start-up, as well
as the high-speed dehydration noise management, are at the
world’s leading position.
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1.3 Other Products

As for other products, by benefiting from the in-depth
cooperation with large customers, the sales volume of
refrigerator compressor motors increased by 19% as
compared to the same period of last year. The technology
research on pumps for dish-washing machines with resin
packages structure was completed, and begins transforming
to products. Significant technology breakthrough was achieved
in integrated heat system of brushless direct current motors for
dish-washing machines, and broke up exclusive professional
monopoly in the industry. Currently, products were completed
and will be launched to the market officially in the second half
of this year.

In the first half of the year, the Group devoted to the craftsmanship
spirit of striving for excellence while promoting the good working
style of seriousness, responsibility, carefulness and diligence, aiming
at providing good products, strengthening management, integrating
R&D and marketing resources and setting up a customer service
team to better respond to the market and serving customers.
The Group energetically reformed the process of matching with
manufacturing and sales, to further link up manufacturing and
sales information and improve manufacturing and sales value chain
efficiency. At the same time, the Group upgraded the information
system of the core business process, continuously enhanced
fundamental management ability and strengthened enterprise
operation standard, so as to roll out better products and services and
strengthen its industry leading position.

Business of Associate

Shanxi Huaxiang Group Co., Ltd. (“Shanxi Huaxiang”, an associate
owned as to 49% by the Group) continued to work on its
organisational reform and product transformation and upgrade.
However, the overall economic environment was in a downturn in
the first half of the year, the excess capacity for compressors led
to weak orders. Although the growth of market orders of emerging
strategic products such as vehicle parts, electric parts, pipe valve
parts, structural parts, ductile iron castings had mitigated the order
slowdown impact of home appliance compressor parts, the supply
over demand market competition led to declining price and a drop in
the overall operating results as compared to last year.
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For the six months ended 30 June 2016, Shanxi Huaxiang recorded
a turnover of approximately HK$764,296,000 (2015: approximately
HK$805,034,000), representing a year-on-year decrease of 5%.
The Group’s share of profit in Shanxi Huaxiang was approximately
HK$19,171,000 (2015: approximately HK$30,261,000), representing
a year-on-year decrease of 37%.

Business Prospects

Currently, the global economy is still at its post-crisis restoration, recovering
from bottoming out of the stabilisation stage with lack of endogenous
dynamics, weak growth foundation, lack of effective demand in developed
countries and the structural adjustment difficulty in developing countries.
Looking forward into the second half of this year, the global economy
will remain fragile and uncertain factors such as monetary policies and
political risks will lead to more uncertainties to the world economy and
difficulties in recovery. It will be difficult for the United States economy to
achieve a robust recovery as expected. The economies in Europe and
Japan were stuck deeply in recession. Despite certain stabilisation signs
are seen in emerging economies as a whole, however, their performance
varies. For the China economy, the supply-side structural reforms will
remain the main theme, with the five major missions of “eliminating excess
industrial capacity, reducing inventory levels, deleveraging, cutting business
costs and making up for deficiencies” continue to progress. The tasks in
economic transformation and structural adjustment remained arduous, and
the increasing pressure in stabilising growth and economic downturn will
still be a highly possible outcome.

Intelligence, integration and technical innovation are the inevitable trends
of household appliance industry development, and high-end guidance
and customised new thought will accelerate product mix upgrade in
the household appliance industry. The inverter-driven, multi-connected
and smart household air-conditioners remain the major trend; the high-
end, large-capacity, inverter-driven and intelligent washing machine is the
direction of product upgrading. Competitiveness in home appliance market
has gradually shifted from price war to value war.

Amid the complex economic environment and market changes, the
Group will foster its innovation with the more open attitude and measures,
adhere to the value of “placing customers at our core and making
quality products”, advocate “active attitude, sense of responsibility, good
execution” and enhance the closed-loop project management system of
“aiming, planning, progressing, tracing, implementing”. While the Group
keeps on launching the upgraded products with good performance and
high technology, it also needs to guarantee stable product quality and
performance, and further integrates and concentrates quality resources,
in order to provide better products and services to major customers and
improve market competitiveness abilities in leading the industry.
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Motor Business

11

1.2

Motors for Air-conditioners

Air-conditioner industry will still be in the “freezing winter”. On
the basis of deepening the cooperation with major customers,
the Group will respond to and lead the industry development
trend, as well as intensify its efforts in the development and
marketing of upgraded products. For product promotion,
we will keep on increasing the marketing promotion of new-
generation alternating current motors for outdoor unit of split-
type air-conditioners, new-generation alternating current
motors for indoor unit of split-type air-conditioners, the
commercial direct current motors used in North America and
the high-power brushless direct current motors. For market
expansion, the alternating current motors for household air-
conditioners will continue to focus on expanding the market
in India, for which is expected to commence supply for a
number of customers by the end of the year. The direct current
motors for household air-conditioners will commence supply
in the local market of Japanese customer. The commercial
direct current motors used in North America will commence
supply in the North American market; commercial motors for
air-conditioners will further develop in the domestic market.
For the research of the pioneer technology, we will make a
breakthrough in the technology of new-generation single-phase
induction motors and new-generation direct current brushless
motors.

Motors for Washing Machines

We will continue to leverage on our leading technology
advantages in the industry and strengthen our industry
position. For product promotion, we will continue to enlarge the
marketing promotion of new products of drum inverter motors
and wave-wheel electromagnetic clutch direct current motors
system, etc. For the market expansion of the series motors,
besides maintaining the existing advantages in the Asian and
European markets, we will further strengthen the cooperation
with European customers, expand the Latin American market,
and expect to commence supply for a number of customers by
the end of the year. The wave-wheel motors will gain benefits
in the Latin American, African, Southeast Asian markets, etc.
and commence supply. The direct current motors will further
expand in the domestic and European markets, which can
commence supply for the several industry leading enterprises
in the second half of the year. For the research of pioneer
technology, we will make a breakthrough in the technology of
second-generation drum brushless direct current motors and
controllers.
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1.3 Other Products

For other products, the supply of all-in-one heat pumps of
dish-washing machines to industry leading enterprises will be
completed by the end of the year. The reactors for washing
machines will achieve a major breakthrough and commence
supply for Japanese customers. In addition, the Group will
accelerate the research of high-speed motor technology, and
high-speed integrated heat dish-washing machines pumps and
high-speed vacuum cleaners brushless direct current motors,
and are expected to achieve a technology breakthrough.

Financial Review
Liquidity and Financial Resources

The Group has maintained a healthy financial and liquidity position with a
current ratio of 196% as at 30 June 2016 (31 December 2015: 185%).

As at 30 June 2016, the Group was in a net cash position of
HK$988,403,000 (31 December 2015: HK$1,292,519,000), representing
cash and cash equivalents and pledged bank deposits. As at 30 June
2016, the Group did not have any bank borrowing.

The Group has subscribed for wealth management products of
approximately HK$885,273,000 as at 30 June 2016 (31 December 2015:
HK$720,857,000), which offered better returns compared to the fixed-term
deposit interest rates provided by commercial banks in the PRC.
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Financial Ratios

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

M=

TERHEFIAEEMAGA B SHRRE AR & THH
P

30 June 31 December

2016 2015

20165 20154

6H30H 12H31H

Inventories turnover (Note 1) GFEEEE (M) 24 days B 41 daysH
Trade receivables turnover (Note 2) S REW A (KFE2) 66 days B 70 daysH
Trade payables turnover (Note 3) 2 S RN FAEE (F:E3) 59 days H 72 daysH

Current ratio (Note 4) BN 2 (Mi5E4)
Notes:
1. Inventories turnover is calculated based on the average of the opening inventories and

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 revenue 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.

Pledge of Assets

No leasehold land and land use rights and property, plant and equipment
have been pledged as security for the Group’s banking facilities as at 30
June 2016 and 2015.

Contingent Liabilities

Save as the financial guarantees as disclosed below, as at 30 June 2016,
the Group did not have any material contingent liabilities.

Financial Guarantees

As at 30 June 2016, the Group has given guarantee to banks in respect of
the banking facilities granted to an associate of the Group of approximately
HK$682,135,000 (31 December 2015: approximately HK$656,497,000), of
which approximately HK$214,118,000 (31 December 2015: approximately
HK$179,045,000) have been drawn down.
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Capital Expenditure

For the six months ended 30 June 2016, the capital expenditure of
the Group was approximately HK$41,972,000 (31 December 2015:
approximately HK$266,140,000) related to the purchase of property, plant
and equipment.

Derivative Financial Instruments

As at 30 June 2016, 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$2,405,000 and HK$2,739,000 respectively (31 December 2015:
derivative financial instrument assets and liabilities of approximately
HK$9,249,000 and HK$7,751,000 respectively).

Exposure to Exchange Rate Fluctuations

During the six months ended 30 June 2016, 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.

Capital Commitments

As at 30 June 2016, the Group has contracted capital commitments
in respect of the purchase of property, plant and equipment amounting
to approximately HK$113,146,000 (31 December 2015: approximately
HK$67,906,000).
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Event after the Balance Sheet Date

On 15 August 2016, the Company announced that Guangdong Welling
Motor Manufacturing Co., Ltd. and Welling International Hong Kong Limited
(the indirect wholly-owned subsidiaries of the Company) entered into an
equity interest transfer agreement and a share transfer agreement with
Shanxi Linfen Huaxiang Shiye Co., Ltd. in relation to the disposal of 49%
of the equity interest in Shanxi Huaxiang and the disposal of 98 shares of
Linkgo-HK Limited (“Linkgo-HK”) (representing 49% of the issued shares of
Linkgo-HK) respectively (collectively, the “Disposals”).

Through the Disposals, the Company had agreed to sell its equity interests
in Shanxi Huaxiang and Linkgo-HK at the aggregate consideration of
RMB313,227,943.40 and HK$98. The proceeds will be used as general
working capital of the Group and for its future business development.

The gain from the Disposals was approximately RMB7,300,000 (before
tax and any consideration adjustments), being the difference between the
aggregate consideration and the carrying value of the disposed assets as
at 30 June 2016 under the equity interest transfer agreement and the share
transfer agreement.

Human Resources

As at 30 June 2016, the Group employed approximately 8,417 full time
employees in Hong Kong and the PRC. The Group aims to attract, retain
and develop high calibre individuals committed to attaining our corporate
objectives. Through the implementation of comprehensive human
resources management strategies, the Group strives to maintain a fair
and open working environment and conducts continuous evaluation of
performance with employees to ensure that their talents and potential can
be fully realised.

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 training
and development opportunities, meal subsidy, housing subsidy, cooperative
medical scheme services, support fund and recreational activities, etc. to
boost the Group’s competitiveness and productivity.
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Share Options

The share option scheme adopted on 27 June 2003 (the “2003 Share
Option Scheme”) was terminated on 30 May 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.

Pursuant to the terms of the 2013 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. Eligible participants of the
20183 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 (ii)
the average closing price of the Company’s shares as stated in the Stock
Exchange’s daily quotations sheet for the five business days immediately
preceding the date of grant of share options, which must be a business
day.

As at 30 June 2016, 1,100,000 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 & 201656 308 I+ 718 7 » 1R 1520034 § #k 12

Scheme during the six months ended 30 June 2016 were as follows: BRI  BIREE ST
Balance Balance
as at Exercised Lapsed as at
Date of Exercise Exercisable 1 January during during 30 June
Name grant price period 2016 the period the period 2016
H20165F A20164F
1818 RER RER 6H30H
] RHEBH THREE TEH 2 2171 BR% ZEEER
HK$ (Note 1)
ke (K3E1)
Director
BE®
Mr. Lam Ming Yung 30/07/2007 3.90 30/07/2007- 400,000 - - 400,000
MEAE K& 29/07/2017
Employees
=]
In aggregate 30/07/2007 3.90 30/07/2007- 300,000 - - 300,000
e 29/07/2017
09/01/2009 0.785 01/04/2010- 500,000 (100,000) - 400,000
31/03/2017
Total
a% 1,200,000 (100,000) - 1,100,000
Note: B
1. The weighted average closing price of the shares of the Company immediately before the 1. SEBREETER AR RRM O NEFHRTEAES
date on which the share options were exercised was HK$1.45. #1.457T °

The fair values of the share options are determined used the “Binomial Bz AR BERMB [T ERGEER | ([ZIE
Valuation Model” (the “Model”). Key assumptions of the Model are set out B! | ) EF » 28R 2 F BB T :
below:

Date of grant: AR 9 January 2009 30 July 2007
200941 A9H 200747 A30H

Risk-free rate: ERER A 1.299% 4.13%
Expected dividend yield: TR AR B 3% 0%
Expected volatility of the market price of RAFIRMDHEZ 52.34% 65.38%

the Company’s shares: TEHA R @ -

Expected share option life: fERR A 2 TRHASEH 8.2 years 5.23 years &
Fair value as at the date of grant (approximately): REHABZAREE (BOE) HKS$ & HKS &1
25,229,000 3,453,000

The Model requires the input of subjective assumptions, including the — ZiRE Bk /Al A TERER (BIERENE) AR
volatility of share price. As changes in subjective input assumptions can B ATEHEBERZ EBHEYUARBEMGTEREAY
materially affect the fair value estimate, in the Directors’ opinion, the Model 2 EER A ZEA RN ETEEBEQLEE
does not necessarily provide a reliable single measure of the fair value of ~ ZME—A]5EH %>

share options.
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Disclosure of Interests

(1)

52

Directors’ and Chief Executive’s Interests

Save as disclosed below, as at 30 June 2016, none of the Directors
and chief executive of the Company had 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 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 as otherwise required to be notified to the Company and the Stock
Exchange 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”):

(A) Long Position in the Shares of Midea Group Co., Ltd.

EHEEE
(1) EERESTRARZER

BT SCATIREEE SN 7201656 5308 « A
RABEZRERTHABRAR B KEEMHE
BEE (EBRESRBEED ([FHRBAE
{1 1) EBEXVED) Z B (n - AERERR D I (EAE S -
BEHRIEE R RAEKOIEXVEE7 8D EE
MEARA BRI EAEmIARE (B
BIEES REIE R0 2 25 R S E ek
AR ZERIAR) KB RARNRRZER
BES M EE IR B3652(6TF B 2 B siR
BESBEZSERARFERLEMRA ([ L
WA ) TSR ARFEM L (EMEITAE
BEITEF X HRZARETAD ([BESFRI))E
MG AR B R R iz gk -

A RENEEROGER2F ([XE89])

(“Midea”) Bz iFe
Approximate
Beneficial Family Corporate percentage of
Name owner interests interests Total shareholding
"nE BEREAA RikER DEER et REMNBE DL
(Note 9)
(Fizx9)
Mr. Xiang Weimin 193,500 - - 193,500 0.0030%
mERTE (Note 1)
(FEET)
Mr. Zhong Lin 141,500 21,892 - 163,392 0.0025%
BT A
Ms. Pan Xinling 25,000 - - 25,000 0.0004%
BB
Ms. Yuan Ligqun 90,879,000 - - 90,879,000 1.4145%
RME T+ (Note 2)
(F3E2)
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(B) Long Position in the Underlying Shares — Share Options

0

(B) RIEBEBRMZIFE-BERE

The Company (i NN
Approximate
Exercise Exercise percentage of
Name Capacity Date of grant price period Total shareholding
i L) REBH THE THEH Bt RESMABEIM
HK$ (Note 10)
ol (PrzE10)
Mr. Lam Ming Yung Beneficial owner 30/07/2007 3.90 30/07/2007- 400,000 0.0140%
MEAB 5 A& ERBEAA 29/07/2017
Midea (i) =M
Approximate
Exercise Exercise percentage of
Name Capacity Date of grant price period Total shareholding
®H 5% REBH THE L B RESAESH
RMB (Note 9)
N (B5E9)
Mr. Zhong Lin Beneficial owner 18/02/2014 11.01 (Note 4) 187,000 0.0106%
BIREE ExBAA (Note 8) UED)
(HE3)
27/05/2015 19.56 (Note 6) 270,000
(Note 5) (FfiEE6)
(PiEs)
28/06/2016 21.35 (Note 7) 225,000
(37
Ms. Pan Xinling Beneficial owner 18/02/2014 11.01 (Note 4) 112,500 0.0081%
ER T BEalEA (Note 3) (PsEa)
(HE3)
27/05/2015 19.56 (Note 6) 180,000
(Note 5) (FfiEE6)
(PiEs)
28/06/2016 21.35 (Note 7) 225,000
(37
Mr. Li Li Beneficial owner 18/02/2014 11.01 (Note 4) 175,000 0.0097%
Fhrst ExBAA (Note 8) UED)
(HE3)
27/05/2015 19.56 (Note 6) 225,000
(Note 5) UiED)
(BiEs)
28/06/2016 21.35 (Note 7) 225,000
(37
Mr. Li Feide Beneficial owner 18/02/2014 11.01 (Note 4) 1,125,000 0.0175%
FRELE ExBAA (Note 8) UED)
(HE3)
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Notes:

Mr. Xiang Weimin is interested in 193,500 shares of Midea granted
to him under the share award scheme for the core management
team of Midea (the “Share Award Scheme”) entitling him to
receive 193,500 shares of Midea, which are held by a trustee
and subject to the vesting schedule as specified under the Share
Award Scheme.

Ms. Yuan Liqun is interested in 90,879,000 shares of Midea, of
which 129,000 shares of Midea were granted to her under the
Share Award Scheme entiting her to receive 129,000 shares
of Midea. These 129,000 shares of Midea are held by a trustee
and subject to the vesting schedule as specified under the Share
Award Scheme.

The shareholders of Midea approved a bonus issue of shares on
the basis of 5 bonus shares for every 10 existing shares and the
declaration of dividend for the year ended 31 December 2015
to the shareholders on 26 April 2016, therefore, adjustments
were made to the number of outstanding share options and the
exercise price per share of the share options was adjusted to
RMB11.01 on 6 May 2016.

Subject to a vesting scale in three tranches and the achievement
of the performance target of each relevant period, the first tranche
of share options shall be exercisable from 17 February 2015 to
17 February 2017, the second tranche of share options shall be
exercisable from 17 February 2016 to 17 February 2018 and
the third tranche of share options shall be exercisable from 17
February 2017 to 17 February 2019.

The shareholders of Midea approved a bonus issue of shares on
the basis of 5 bonus shares for every 10 existing shares and the
declaration of dividend for the year ended 31 December 2015
to the shareholders on 26 April 2016, therefore, adjustments
were made to the number of outstanding share options and the
exercise price per share of the share options was adjusted to
RMB19.56 on 6 May 2016.

Subject to a vesting scale in three tranches and the achievement
of the performance target of each relevant period, the first tranche
of share options shall be exercisable from 27 May 2016 to 27 May
2018, the second tranche of share options shall be exercisable
from 27 May 2017 to 27 May 2019 and the third tranche of share
options shall be exercisable from 27 May 2018 to 27 May 2020.

Subject to a vesting scale in three tranches and the achievement
of the performance target of each relevant period, the first
tranche of share options shall be exercisable from 28 June 2017
to 28 June 2019, the second tranche of share options shall be
exercisable from 28 June 2018 to 28 June 2020 and the third
tranche of share options shall be exercisable from 28 June 2019
to 28 June 2021.

No cash consideration was paid by each of the Directors for the
grant of share options of Midea.

The percentage has been compiled on the basis of
6,424,934,259 shares of Midea in issue as at 30 June 2016.
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10. The percentage has been compiled on the basis of
2,868,712,822 shares of the Company in issue as at 30 June
2016.

Save as disclosed above, at no time during the six months ended
30 June 2016 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.

Substantial Shareholders’ Interests

Save as disclosed below, as at 30 June 2016, the Directors and
chief executive of the Company were not aware of any other persons
(other than Directors or chief executive of the Company) who had
interests or short positions in the shares or underlying shares of
the Company as recorded in the register required to be kept by the
Company pursuant to section 336 of the SFO or which would fall to
be disclosed to the Company under the provisions of Divisions 2 and
3 of Part XV of the SFO:

)

10. A5 L T2 14201646 A30H2,863,712,822
BRAARBBITRD 2 EAEE -

B _EXFTHRERE SN - IRELE20165F6 H30H 1E7]
B A AREMERE  ARAIRHE R RREXA
ERILHEZETH 7 DRI E F AL MFEIE AR
N RIS EAE A E 88 2 AR () sk EHERE &

<o

E\

FTERRzERS

BN SRR FE & S 72201656 A30H » KA A
EERBERTHABTEMNBTMNEMAL
(AREIEZEREHTHABRIN RER B
PR P HEEE AR RIREESNK
BB &HIE336IKA T 7 B 2 B iR k%
5K B E B EXVER 2 K 35 B ESUBM AR
AR AR

Long Position in the Shares of the Company RAEQABRBZEFR
Approximate
Number of percentage of
Name of shareholder Capacity shares held shareholding
RERERE g4 FEROBE RESHNEIL
(Note 6)
(MizEte)
Midea Holding (Cayman Islands) Limited Beneficial owner 1,901,204,779 66.39%
(“Midea (Cayman Islands)”) (Note 1)
EER (AEES)BRIA ERlEAA
(IE (HESHS)]) (M)
Midea Investment Holding (BVI) Limited Interests of a controlled 1,901,204,779 66.39%

(“Midea Holding (BVI)”) (Note 2) corporation
EMWIERBV)ER A A FiAE R

([ Bvy ) (FisE2)
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Approximate

Number of  percentage of
Name of shareholder Capacity shares held shareholding
REER 14 FrEROEE RESANBIH
(Note 6)
(KzEe)
Midea (Note 3) Interests of controlled 1,965,702,779 68.64%
corporations
FEm) (M713) Ry EE S
Midea Holding Co., Ltd. Interests of controlled 1,965,702,779 68.64%
(“Midea Holding”) (Note 4) corporations
EHERBR DA RIEEE S
(IZEryszEmkl) (f5E4)
Mr. He Xiangjian (Note 5) Interests of controlled 1,965,702,779 68.64%

MZf2 ka4 (MEs)

Notes:

corporations
Ry EE S

56

These 1,901,204,779 shares of the Company were registered in the name of and
beneficially owned by Midea (Cayman Islands).

Midea Holding (BVI) was deemed to be interested in the 1,901,204,779 shares of
the Company in which Midea Holding (BVI) owns the entire equity interest in Midea
(Cayman Islands).

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 wholly-owned by Midea. Midea Holding (BVI)
is also wholly-owned 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.

The registered capital of Midea is owned as to 34.93% 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.

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.

The percentage has been compiled on the basis of 2,863,712,822 shares of the
Company in issue as at 30 June 2016.
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Disclosure Pursuant to Rule 13.22 of the Listing
Rules

As at 30 June 2016, the aggregate amount of guarantees given for the loan
facilities granted to the associate by the Group amounted to approximately
HK$682,135,000 which exceeded 8% of the assets ratio as defined in
Rule 14.07(1) of the Listing Rules. As at 30 June 2016, bank loans of
approximately HK$214,118,000 being guaranteed by the Group to the
associate have been drawn down. A pro-forma combined statement of
financial position of the associate, in which the Group has a 49% equity
interest, as at 30 June 2016 is presented below:

B EHRAFE13.22(%FHIKE

201656 A30H AL EBE & AR EREHEE
et 2 EIR B 58 405 #5682,135,0007T * B8 £
2 R 8814.07() P 5 5E 2 & 7 b 8% © 12016456
F30R - REBFTHER 2B E R BRITERL B
214,118,0007T 2 #% fZ HX - 18201656 H30H - R A&
EHEH40%RIE I E N T 2 HEEAHIBARREKE

s

Pro-forma Group’s

combined attributable

statement of interest

financial position (49%)

BEEH AEEELER

B AR 3 2 (49%)

HK$ 000 HK$’000

BETT BETT

Non-current assets ERBAEE 819,751 401,678
Current assets RBEE 1,409,260 690,537

Current liabilities RBEE (1,370,847) (671,715)

Non-current liabilities EmBAlE (92,090) (45,124)

Non-controlling interest IR R (69,158) (33,887)
Net assets BEFE 696,916 341,489
Fair value adjustments NABERAE 19,441

Currency translation difference INEEIT B =R (2,989)
357,941

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 2016.

BE -HEIED LHES

H E£20165F6 H30H LE/NE A » AR &) g AR I 8
NEEREE DEXBLO ARG ZEM EHES-
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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 2016.

Compliance with the Corporate Governance
Code

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 2016.

The Company had deviated from code provision A.6.7 of the CG Code
in that one executive Director was unable to attend the annual general
meeting and the extraordinary general meeting of the Company held on 31
May 2016 due to other important business engagement.

Audit Committee

The Company established its Audit Committee on 5 August 1999 with the
responsibility to assist the Board in providing an independent review of the
financial statements, risk management and internal control systems. The
Audit Committee comprises all 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 2016. It meets regularly with
the management, the external auditor and the internal audit personnel to
discuss the accounting principles and practices adopted by the Group, the
risk management and internal control systems, and the financial reporting
matters.

The latest version of the terms of reference of the Audit Committee is
available on the websites of the Company and Hong Kong Exchanges and
Clearing Limited (“HKEX").
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Remuneration Committee

The Company established its remuneration committee (the “Remuneration
Committee”) on 22 September 2005 with the responsibility to assist the
Board in determining the remuneration of the executive Directors and
senior management of the Company and making recommendations
on the remuneration of the non-executive Directors to the Board. In
addition, 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.
The Remuneration Committee comprises all independent non-executive
Directors, Ms. Cao Zhoutao (chairman of the Remuneration Committee),
Mr. Tan Jinsong, Mr. Lam Ming Yung and two executive Directors, Mr. Xiang
Weimin and Mr. Li Li.

The latest version of the terms of reference of the Remuneration Committee
is available on the websites of the Company and HKEX.

Nomination Committee

The Company established its nomination committee (the “Nomination
Committee”) on 9 March 2012 with the responsibility to assist the Board
in 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. The Nomination Committee
comprises two executive Directors, Mr. Xiang Weimin (chairman of the
Nomination Committee) and Mr. Li Li and all independent non-executive
Directors, Mr. Tan Jinsong, Mr. Lam Ming Yung and Ms. Cao Zhoutao.

The latest version of the terms of reference of the Nomination Committee is
available on the websites of the Company and HKEx.

FMEES
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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.

Mr. Xiao Mingguang - an executive Director of the
Company

Mr. Xiao Mingguang, aged 46, was appointed as an executive Director
and a member of the Executive Committee of the Company since 15 July
2016. Mr. Xiao joined Midea Group in 2000. He has held various senior
management positions in Midea Group and has considerable experience in
finance, audit and overall management of supply chain and operations. Mr.
Xiao is a financial controller of Midea Group Co., Ltd. and a director of Wuxi
Little Swan Co., Ltd. (both companies are listed on the Shenzhen Stock
Exchange), and a finance director of Midea Group. He was also a director
of GD Midea Holding Co., Ltd. (the shares of which were de-listed on the
Shenzhen Stock Exchange on 18 September 2013 and this company was
de-registered on 19 December 2013). Mr. Xiao holds an Executive Master
of Business Administration Degree (EMBA) from Peking University.

Mr. Tan Jinsong - an independent non-executive
Director of the Company

Mr. Tan Jinsong was appointed as an independent director of Shanghai
RAAS Blood Products Co., Ltd. since April 2016 (a company listed on the
Shenzhen Stock Exchange).

Resignation of Ms. Yuan Liqun

Ms. Yuan Ligun resigned as an executive Director and a member of the
Executive Committee of the Company on 15 July 2016.

On behalf of the Board
Welling Holding Limited
Xiang Weimin

Chairman

Hong Kong, 22 August 2016
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