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Note:
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Six months ended 30 June
HZ6A30HLL~EA
2017 2016
RMB’000 RMB’000
ARETRT ARETFR
(Unaudited) (Unaudited) % Change
(REER) (REFZR) EHESHL

(+/-)
Turnover [ 2,442,516 2,444,383 -0.1
Profit/(loss) for the period RERER, () 57,979 (54,345) +206.7
Profit/(loss) for the period Vi/NCIET Z=PN
attributable to owners of PER PR,
the Company (F18) 58,593 (68,943) +185.0
Earnings/(losses) per share SREF,/ (HE)
- Basic and diluted —EAR#E
(RMB cents) (ANRES) 5.38 (6.33) +185.0
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BUSINESS REVIEW

SCUD Group engages in the development,
manufacture and sale of lithium-ion battery
modules for smartphones, tablets and other smart
electronic products as well as the provision of all-
round power supply solutions for various consumer
electronic products. The Group is in the industry
leading position among domestic professional
lithium-ion battery module manufacturers in terms
of technology, production capacity and sales
volume. After years of independent R&D, SCUD
Group has mastered the core technologies for
manufacturing lithium-ion battery and possesses
industry leading capacities for R&D of battery
management system and R&D and manufacturing
of battery modules. The Group ensures good
quality and product safety through automated
production and enjoys high quality customer
resources. The sound partnership with various
international renowned bare battery cell producers
and telecommunications product manufacturers
has become a major strength of the Group in
developing its lithium-ion battery business.

The current operations of SCUD Group mainly
comprise its ODM business and own-brand
business. The ODM business mainly supplies
lithium-ion battery modules to manufacturers of
well-known telecommunication brands at home
and abroad, while the own-brand business
mainly engages in the sale of power banks and
mobile phone accessories under “SCUDRERR”
brand in the PRC. At present, more than 80%
of the Group’s revenue is derived from the ODM
business mainly serving renowned smartphone
and tablet manufacturers at home and abroad
which enjoy stable shares in the end market.
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During the six months period from 1 January
2017 to 30 June 2017 (the “Review Period”),
the Group’s recorded a consolidated turnover
of approximately RMB2,442.5 million (2016:
RMB2,444.4 million), slightly dropped by 0.1%
as compared to the same period in 2016. The
profit attributable to owners of the Company
was approximately RMB58.6 million (2016: loss
attributable to owners of the Company RMB68.9
million), increased by approximately 185.0% from
the corresponding period in 2016. The Group
recorded basic and diluted earnings per share of
approximately RMB5.38 cents (2016: Basic and
diluted losses per share RMB6.33 cents). The ODM
business recorded a turnover of approximately
RMB2,022.1 million (2016: RMB1,884.9 million),
accounting for approximately 82.8% (2016:
77.1%) of the Group’s consolidated turnover.
The own-brand business recorded a turnover of
approximately RMB88.3 million (2016: RMB315.9
million), accounting for approximately 3.6% (2016:
12.9%) of the Group’s consolidated turnover. The
bare battery cell business recorded a turnover of
approximately RMB94.6 million (2016: RMB144.0
million) accounting for approximately 3.9% (2016:
5.9%) of the Group’s consolidated turnover.

ODM Business

The Group’s ODM business mainly focuses on
providing all-round power supply solutions to
manufacturers of renowned smartphone and tablet
brands at home and abroad. Capitalising on its
experience in manufacturing lithium-ion batteries
and R&D on application technology, the Group’s
experienced ODM product development team is
able to jointly develop, design and optimise the
battery solutions that best align with customer
needs. Backed by imported premium bare battery
cells, state-of-the-art protection circuit design and
precise production process control, SCUD has
secured a leading position in the industry. The
Group attaches great importance to the safety
of using batteries for electronic products. In the
pursuit of high efficiency and endurance of battery,
it is required to conduct more rigorous review of
the safety of battery to ensure that all the batteries
delivered meet the high safety standards.

1201741 818 £201746 4308 /<
18 B 2R ([ R REHARS |) » AEE SRS
kRE & E B AR Y2,442,500,000
Jo(20164 : A R #2,444,400,000
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Supported by stable demands from the existing
and new customers including Huawei, OPPO, vivo,
Xiaomi, Lenovo, ZTE, Tian Power, FIH Mobile,
Nubia, Samsung and TCL, sales derived from
the ODM business remained relatively stable in
the first half of 2017. However, for the past two
years, the profit margin progressively declined
due to considerable pressure on prices and
the rising cost of raw materials. In order to
stay competitive in the ODM market, the Group
continually reduces its manufacturing costs by
investing more resources in its business, such as
the introduction of additional automated and semi-
automated equipment. Looking ahead, the Group
will further adjust the level of automation in order
to enhance productivity and improve profitability
in the long-run.

The lithium-ion battery products supplied by
the ODM business mainly consist of original
smartphone batteries customised for clients
(“ODM mobile phone batteries”) and original
power banks customised for clients (“ODM power
banks”). The Company also supplies a various kind
of motive battery. During the Review Period, ODM
mobile phone batteries recorded sales volume
of approximately 73.1 million pieces (2016: 83.3
million pieces) and turnover of approximately
RMB1,963.3 million (2016: RMB1,813.0 million),
slightly decreased by approximately 12.2% and
increased by approximately 8.3% year-on-year
respectively. In 2017, ODM mobile phone batteries
contributed approximately 97.1% (2016: 96.2%) of
turnover of the ODM business. ODM power bank
contributed turnover of approximately RMB37.4
million (2016: RMB50.5 million) to the ODM
business segment. During the Review Period, the
ODM business segment recorded net profit of
approximately RMB55.5 million (2016: RMB22.5
million).

HRABEIEE A - OPPO ~vivo ~ /JvK »
A8 Bl KpEBEER B
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B ([ODMF # Bt 1) A K& &
EEAEENBREBMZ S ER(ODM
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BEA N D BIERH7,3108 8
(20164 : 8,3308 ) kI AR M
1,963,300,0007T(2016%F : A R
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BB ERMODMES » S B Rl & %
EE 4 AR #537,400,0007T (20164
A B #50,500,0007T )  ODME 7%
DESHA B BRI SRS FEH AR
#55,500,0007C (20164 : A R #&
22,500,0007T) ©
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Own-brand Business

The own-brand business mainly consists of
domestic sale of various kind of lithium-ion battery
products under our “SCUDRERR” brand. During
the Review Period, the own-brand business
recorded consolidated turnover of approximately
RMB88.3 million (2016: RMB315.9 million),
dropped by approximately 72.0% year-on-year.
Own-brand power bank and power management
module contributed turnover of approximately
RMB57.2 million (2016: RMB171.9 million)
and RMB10.5 million (2016: RMB90.9 million)
respectively. Own-brand mobile phone batteries
recorded sales of approximately RMB8.1 million
(2016: RMB4.1 million). During the Review Period,
the own-brand business recorded net profit of
approximately RMB12.0 million (2016: net loss
RMB28.8 million).

The present smart electronics market has become
saturated. To achieve growth again in the 3C
lithium-ion battery market in the future, the Group
will proactively pay attention to the application of
lithium-ion batteries in new industries and new
fields and grasp opportunities for access to the
market. The Group will actively invest in R&D of
lithium-ion battery application technology, seeking
to promote application of various lithium-ion
batteries in a wider range of products. Extending
the application of lithium-ion batteries from the
current focus of smart electronic products to other
areas will not only meet demands of different
customer groups, but also lay a broader market
base for the Group’s future growth.
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FINANCIAL REVIEW

During the Review Period, the Group recorded
consolidated turnover of approximately
RMB2,442.5 million (2016: RMB2,444.4 million),
slightly decreased by approximately 0.1% as
compared to the same period in 2016. Gross
profit for the Group was approximately RMB187.1
million (2016: RMB227.7 million), decreased by
approximately 17.9% against the same period in
2016. The Group recorded profit for the period
and profit attributable to owners of the Company
of approximately RMB58.0 million (2016: loss for
the period RMB54.3 million) and approximately
RMB58.6 million (2016: loss attributable to owners
of the Company RMB68.9 million) respectively,
increased by approximately 206.7% and 185.0%
respectively. The Group recorded EBITDA of
approximately RMB73.9 million (2016: RMB9.3
million), representing an increase of approximately
694.6%. Basic and diluted earnings per share
was approximately RMB5.38 cents (2016: Basic
and diluted losses per share RMB6.33 cents per
share).

Turnover by segments

During the Review Period, turnover of approximately
RMB2,022.1 million (2016: RMB1,884.9 million)
was generated from the ODM business segment,
which accounted for approximately 82.8% (2016:
77.1%) of the Group’s consolidated turnover.
Turnover of approximately RMB88.3 million (2016:
RMB315.9 million) was generated from the own-
brand business segment, which accounted for
approximately 3.6% (2016: 12.9%) of the Group’s
consolidated turnover. Turnover of approximately
RMB94.6 million (2016: RMB144.0 million) was
generated from the bare battery cell business
segment, which accounted for approximately
3.9% (2016: 5.9%) of the Group’s consolidated
turnover.
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Sales by major products

During the Review Period, sales of approximately
RMB1,971.4 million (2016: RMB1,817.1 million),
RMB94.7 million (2016: RMB222.4 million) and
RMB10.5 million (2016: RMB90.9 million) came
from mobile phone batteries, power banks and
power management module which accounted for
80.7% (2016: 74.3%), 3.9% (2016: 9.1%) and
0.4% (2016: 3.7%) of the Group’s consolidated
turnover respectively. Sales of various kind of
motive batteries contributed approximately
RMB10.9 million (2016: RMB49.1 million) to the
Group’s consolidated turnover. The sales of bare
battery cell contributed sales of approximately
RMB94.6 million (2016: RMB144.0 million) during
the Review Period.

Segment Results

For the ODM business segment, total revenue
contributed to the Group during the Review
Period slightly increased by approximately 7.3%
to approximately RMB2,022.1 million (2016:
RMB1,884.9 million). The ODM business recorded
net profit of approximately RMB55.5 million (2016:
RMB22.5 million) during the Review Period. During
the Review Period, the sales volume of ODM mobile
phone batteries dropped by approximately 12.2%
to approximately 73.1 million pieces (2016: 83.3
million pieces) and the turnover of ODM mobile
phone batteries increased by approximately
8.3% to approximately RMB1,963.3 million
(2016: RMB1,813.0 million), which accounted for
approximately 97.1% (2016: 96.2%) of the Group’s
ODM sales. ODM power banks contributed sales
revenue of approximately RMB37.4 million in
the first half of 2017 (2016: RMB50.5 million).
Sales of various kind of ODM motive batteries
contributed approximately RMB9.1 million (2016:
RMB7.7 million) to the Group’s ODM sales during
the Review Period.
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For the own-brand business segment, the total
revenue contributing to the Group during the
Review Period decreased by approximately
72.0% to approximately RMB88.3 million (2016:
RMB315.9 million). During the Review Period,
sales of own-brand power bank accounted for
approximately 64.8% (2016: 54.4%) of the Group’s
own-brand sales, contributing approximately
RMB57.2 million (2016: RMB171.9 million) to the
Group’s own-brand sales. Sales of own-brand
power management module and mobile phone
battery contributed approximately RMB10.5
million (2016: RMB90.9 million) and approximately
RMB8.1 million (2016: RMB4.1 million) to the
Group’s own-brand sales respectively. The
sales of own-brand motive batteries contributed
approximately RMB1.8 million (2016: RMB41.5
million) to the Group’s own-brand sales.

Cost of Sales

During the Review Period, the Group’s consolidated
cost of sales amounted to approximately
RMB2,255.5 million (2016: RMB2,216.6 million),
representing an increase of approximately 1.8%
as compared to the corresponding period of 2016.
The increase in cost of sales was mainly due to
the increase in labour cost during the Review
Period. Direct materials, direct labour and other
production costs accounted for approximately
88.2% (2016: 89.4%), approximately 6.5% (2016:
5.5%) and approximately 5.3% (2016: 5.1%) of the
Group’s consolidated cost of sales respectively.

Gross Profit and Gross Margin

The Group’s overall gross profit margin for the
Review Period was approximately 7.7% (2016:
9.3%).The decline in gross profit margin was due
to the decrease in gross profit margin for the ODM
business segment during the Review Period.
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For the ODM business, the overall gross profit
margin for the Review Period was approximately
7.8% (2016: 9.8%). For the own-brand business,
the overall gross profit margin for the Review
Period was approximately 13.3% (2016: 17.0%).

Other revenue of approximately RMB97.8 million
(2016: RMB28.4 million) mainly comprised of the
reversal of impairment losses on trade and other
receivables, bank interest income and government
grants. The increase in other revenue was mainly
attributable to the reversal of impairment losses
on trade and other receivables amounted to
approximately RMB75.9 million recorded during
the Review Period.

Selling and distribution expenses of approximately
RMB45.4 million (2016: RMB40.3 million)
accounted for approximately 1.9% (2016: 1.6%)
of the Group’s consolidated turnover for the first
half of 2017. Selling and distribution expenses
mainly comprised of advertising and promotion,
transportation expenses, entertainment expenses,
office expenses and staff salaries and welfare. The
increase in selling and distribution expenses was
mainly attributable to the increase in transportation
expenses, products maintenance expenses and
staff salaries and welfare during the Review Period.

Administrative expenses of approximately
RMB137.2 million (2016: RMB180.2 million)
accounted for approximately 5.6% (2016: 7.4%)
of the Group’s consolidated turnover for the first
half of 2017. Administrative expenses mainly
comprised of R&D expenses, staff salaries and
welfare, bank charges, legal and professional fees,
office supplies, depreciation and rental expenses.
The decrease in administrative expenses was
mainly attributable to the decrease in staff salaries
and welfare, R&D expenses and rental expenses
during the Review Period.

Finance costs of approximately RMB18.3 million
(2016: RMB14.6 million) mainly represent interest
on bank borrowings.
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Profit/(Loss) Attributable to Owners of the
Company

For the six months ended 30 June 2017, profit
attributable to owners of the Company amounted
to approximately RMB58.6 million (2016: loss
attributable to owners of the Company RMB68.9
million). The profit attributable to owners of the
Company increased as a result of the Company
recorded a reversal of impairment losses on trade
and other receivables previously recognised of
approximately RMB75.9 million during the Review
Period.

Treasury Management and Cash Funding

The Group’s funding and treasury policy is
designed to maintain a diversified and balanced
debt profile and financing structure. The Group
continues to monitor its cash flow position and
debt profile, and to enhance the cost-efficiency
of funding initiatives by its centralized treasury
function. In order to maintain financial flexibility
and adequate liquidity for the Group’s operations,
potential investments and growth plans, the Group
has built a strong base of funding resources and
will keep exploring cost-efficient ways of financing.

Liquidity and Financial Resources

Cash and cash equivalents as at 30 June 2017
held by the Group amounted to approximately
RMB76.2 million (at 31 December 2016: RMB170.3
million) and were principally denominated in RMB.
The decrease in cash and cash equivalents was
mainly due to the decrease in cash inflow from
operating activities and investing activities during
the Review Period. The Group generated a net
cash used in operating activities of approximately
RMB148.3 million for the six months ended 30
June 2017 (2016: RMB102.3 million).
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The Group’s outstanding borrowings as at 30
June 2017 amounting to approximately RMB380.7
million (at 31 December 2016: RMB430.4 million)
were principally denominated in RMB and carried
at floating interest rates. A total of RMB373.8
million of the interest-bearing borrowings will fall
due during the next 12 months after the end of the
Review Period. There was no particular seasonality
of the Group’s borrowings. The Group monitored
capital using gearing ratio, which is total debt of the
Group divided by total equity of the Group. Total
debt to equity ratio of the Group expressed as a
percentage of interest bearing borrowings over
the total equity of approximately RMB973.9 million
(at 31 December 2016: approximately RMB910.6
million) was approximately 39.1% as at 30 June
2017 (as at 31 December 2016: 47.3%). Bank
deposits pledged for banking facilities as at 30
June 2017 was approximately RMB430.5 million
(as at 31 December 2016: RMB553.0 million).

As at 30 June 2017, the Group’s current ratio
was approximately 1.2 times (at 31 December
2016: 1.2 times) based on current assets
of approximately RMB3,355.7 million (at 31
December 2016: RMB3,233.1 million) and current
liabilities of approximately RMB2,816.1 million (at
31 December 2016: RMB2,767.6 million).

Trade and notes receivable turnover days were
approximately 120 days for the six months ended
30 June 2017 as compared to approximately 87
days for the year ended 31 December 2016.
Inventory turnover days were approximately 56
days for the six months ended 30 June 2017
as compared to approximately 37 days for the
year ended 31 December 2016. Trade and notes
payable turnover days were approximately 160
days for the six months ended 30 June 2017 as
compared to approximately 145 days for the year
ended 31 December 2016.
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Net Current Assets and Net Assets

The Group’s net current assets as at 30 June
2017 was approximately RMB539.6 million,
which increased by approximately 15.9% from
the balance of approximately RMB465.5 million
recorded as at 31 December 2016. Net assets as
at 30 June 2017 was approximately RMB973.9
million, increased by approximately RMB63.3
million over the balance as at 31 December 2016.

Change in Ownership Interests in Subsidiaries
During the Review Period, the Group made no
significant investment nor did it make any material
acquisition or disposal of subsidiaries.

Pledge of Assets

As at 30 June 2017, bank loans of approximately
RMB232.7 million (at 31 December 2016:
RMB163.4 million) were secured by the Group’s
assets and bank loans of approximately RMB129.4
million (at 31 December 2016: RMB251.7 million)
were unsecured by any assets of the Group. Please
refer to Note 14 of the condensed consolidated
financial statements for further detail.

Commitments
The Group’s capital commitments outstanding
as at 30 June 2017 amounted to approximately
RMB16.7 million (at 31 December 2016: RMB9.4
million) and was mainly attributed to acquisition
of equipment.

Contingent Liabilities
As at 30 June 2017, the Group did not provide any
form of guarantee for any company outside the
Group and was not involved in any material legal
proceedings for which provision for contingent
liabilities was required.

Capital Structure
During the Review Period, there was no change
in the share capital of the Company.
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Foreign Exchange Exposure

For the six months ended 30 June 2017, the
Group conducted its business transactions
principally in Renminbi (“RMB”). The Group
has not experienced any material difficulties or
negative impacts on its operations as a result of
fluctuations in currency exchanges rates. Although
the Group has certain bank balances denominated
in United States Dollars, Japanese Yen and Hong
Kong Dollars, their proportion to the Group’s total
assets is insignificant. The Directors considered
that no hedging of exchange risk is required and
accordingly, there were no financial instruments
being used for hedging purposes during the
Review Period. Nevertheless, the management will
continue to monitor the Group’s foreign exchange
exposure and will take prudent measures as and
when appropriate.
Significant Investment Held, Material
Acquisition and Disposal

There was no significant investment held as at 30
June 2017, and there was no material acquisition
and disposals of subsidiary during the Review
Period.

Future Plans for Material Investments or
Capital Assets

The Group does not have any concrete plan for
material investments or purchase any material
capital assets for the coming year.
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Employee and Remuneration Policies

As at 30 June 2017, the Group had 4,094 full-time
employees (at 30 June 2016: 5,994). The salaries
of the Group’s employees were determined
by reference to the personal performance,
professional qualification, industry experience of
the relevant employee and relevant market trends.
The Group ensures all levels of employees are paid
according to market standard and employees are
rewarded on a performance-related basis within
the framework of the Group’s salary, incentives
and bonus scheme. The management reviews
the remuneration policy of the Group on a regular
basis and evaluates the work performance of its
employees. The remuneration of the employees
includes salaries, allowances, year-end bonus
and social insurance. In accordance with the
relevant prevailing laws and regulations of the
PRC, the Group has participated in the social
insurance plans set up by the related local
government authorities, including pension funds,
medical insurance (including maternity insurance),
unemployment insurance and work-related injury
insurance. The Group has also participated in
the mandatory provident fund scheme for its
Hong Kong employees in accordance with the
Mandatory Provident Fund Scheme Ordinance
(Chapter 485 of the Laws of Hong Kong).

On 19 June 2014, the Company offered to grant
share options to a number of eligible participants
to subscribe for up to 80,000,000 shares with
nominal value of HK$0.10 each in the issued share
capital of the Company pursuant to the share
option scheme adopted by the Company on 3
December 2006. Among the 80,000,000 shares
share options, 21,200,000 shares were granted to
the executive Directors of the Company. All share
option granted have expired as at 30 June 2017.
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BOARD’S VIEW ON AUDITOR’S QUALIFIED
CONCLUSION

The interim financial information of the Group
for the Review Period was reviewed by BDO
Limited (the “Auditor”). The Auditor expressed
qualified conclusion (the “Qualified Conclusion”)
on the Group’s interim financial information for
the Review Period, the details of which are set
out in the Report on Review of Interim Financial
Information in this interim report. The Board is of
the view that, on the following basis, the issue
underlying the basis for the Qualified Conclusion
have been addressed or resolved:

Opening and closing inventories of the
comparative period

Given the Auditor was appointed in August 2016,
the Auditor did not attend the physical stock take
conducted by the Group of the opening and
closing inventory balances of the comparative
period, which is the six months ended 30 June
2016. The Board considers that this was an ad
hoc consequence to the unusual review delay
for the comparative period. Subsequent to their
appointment in August 2016, the Auditor attended
and observed the physical stock take conducted
by the Group of the inventory balances as at
31 December 2016 and 31 December 2017 and
performed inventory roll-back procedures for
the inventory balance as at 30 June 2017, and
the Auditor raised no concern on such inventory
balances. Please refer to the Independent Auditor’s
Report in the Company’s annual reports for the
financial year ended 31 December 2016 and 31
December 2017 and the Report on Review of
Interim Financial Information in this interim report
for further details.
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BEE ¢ +852 2218 8288
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Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

25" Floor Wing On Centre
111 Connaught Road Central
Hong Kong
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KRHH2518

www.bdo.com.hk

TO THE BOARD OF DIRECTORS OF SCUD
GROUP LIMITED

(incorporated in the Cayman Islands with limited
liability)

INTRODUCTION

We have reviewed the interim financial information
set out on pages 24 to 58, which comprise
the condensed consolidated statement of
financial position of SCUD Group Limited (the
“Company”) and its subsidiaries (together, the
“Group”) as at 30 June 2017, and the related
condensed consolidated statement of profit or
loss and other comprehensive income, condensed
consolidated statement of changes in equity and
condensed consolidated statement of cash flows
for the six months then ended, and a summary
of significant accounting policies and other
explanatory information. The Rules Governing
the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation
of a report on interim financial information to
be in compliance with the relevant provisions
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thereof and International Accounting Standard 34
“Interim Financial Reporting” (“IAS 34”) issued
by the International Accounting Standard Board.
The directors of the Company are responsible for
the preparation and presentation of this interim
financial information in accordance with IAS 34.
Our responsibility is to express a conclusion on
this interim financial information based on our
review. This report is made solely to you, as a
body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to
any other person for the contents of this report.

SCOPE OF REVIEW

Except as explained in the following paragraph, we
conducted our review in accordance with Hong
Kong Standard on Review Engagements 2410
“Review of Interim Financial Information Performed
by the Independent Auditor of the Entity” issued
by the Hong Kong Institute of Certified Public
Accountants. A review of interim financial
information consists of making inquiries, primarily
of persons responsible for financial and accounting
matters, and applying analytical and other review
procedures. A review is substantially less in scope
than an audit conducted in accordance with Hong
Kong Standards on Auditing and consequently
does not enable us to obtain assurance that we
would become aware of all significant matters that
might be identified in an audit. Accordingly, we
do not express an audit opinion.
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BASIS FOR QUALIFIED CONCLUSION

Opening and closing inventories of the
comparative period

We were engaged to perform the review of the
interim financial information of the Group for
the six months ended 30 June 2016 in August
2016 and we were therefore not able to attend
the physical inventory count conducted by the
Group for its inventories as at 30 June 2016 and
31 December 2015. We were not able to satisfy
ourselves concerning those inventory quantities by
alternative means. Since inventories of the Group
as at 30 June 2016 and 31 December 2015 affect
the determination of the financial performance and
cash flows, we were unable to determine whether
any adjustments might have been necessary in
respect of the financial performance reported
in the condensed consolidated statement of
profit or loss and other comprehensive income
and the net cash flows from operating activities
reported in the condensed consolidated statement
of cash flows of the Group for the six months
ended 30 June 2016. Our review conclusion on
the interim financial information of the Group for
the six months ended 30 June 2016 was modified
accordingly. Our review conclusion on the interim
financial information of the Group for the current
six months ended 30 June 2017 is also modified
because of the possible effect of the above matter
on the comparability of the current interim period’s
figures.
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CONCLUSION

Except for the possible effects of the matter
described in the “Basis for Qualified Conclusion”
section of our report, based on our review, nothing
has come to our attention that causes us to
believe that the interim financial information is not
prepared, in all material respects, in accordance
with IAS 34.

BDO Limited

Certified Public Accountants

Tsui Ka Che, Norman

Practising Certificate Number P05057

Hong Kong, 3 August 2018
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SCUD GROUP LIMITED

REBREEFRAF

INTERIM REPORT 18§35 2017

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
ARFEEE R EMEE SR

For the six months ended 30 June 2017 & 2201746 530 17~ 1A

Six months ended 30 June

BZE6A30HLLAMEA
2017 2016
Notes RMB’000 RMB’000
i3 AR®T T AREFT
(Unaudited) (Unaudited)
(REBER) (REEERZ)
Turnover e 5 2,442,516 2,444,383
Cost of sales SHERR (2,255,453) (2,216,648)
Gross profit EF 187,063 227735
Other revenue Hibla 97,754 28,441
Selling and distribution HERDHAX
expenses (45,367) (40,346)
Administrative expenses TREY (137,230) (180,177
Other operating expenses Hib @ &S (33,845) (60,962)
Profit/(loss) from operations meEEEA (BE) 6 68,375 (25,309)
Finance costs RERAK (18,318) (14,613)
Profit/(loss) before BRETERAIER/ (B1E)
income tax 50,057 (39,922)
Income tax ik 7 7,922 (14,423)
Profit/(loss) for the RN (ER)
period 57,979 (64,345)
Profit/(loss) for the THALEESR
period attributable to: WA (ER)
Owners of the Company ARAEEA 58,593 (68,943)
Non-controlling interests JEE R (614) 14,598
57,079 (54,345)
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SCUD GROUP LIMITED

REBREEFR QA

INTERIM REPORT 8§ 5 2017

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
fARFEEE R HMEE SR

For the six months ended 30 June 2017 & 2201746 H30H 1F~1EA

Six months ended 30 June

BZE6A30A LAEA

2017 2016

Note RMB cents RMB cents

i3 ARES ARES

(Unaudited) (Unaudited)

(REER) (REER)
Earnings/(losses) per share HREDTAEEA
attributable to owners of EESRER,/

the Company for the period (&#8)

Basic and diluted earnings/ BREARES

(losses) per share B,/ (H#8) 9 5.38 (6.33)
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SCUD GROUP LIMITED

REBREEFRAF

INTERIM REPORT 18§35 2017

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
ARFEEE R EMEE SR

For the six months ended 30 June 2017 & 2201746 530 17~ 1A

Six months ended 30 June

EZ6H30RLXEAR
2017 2016
RMB’000 RMB’000
AR¥T T AREFTT
(Unaudited) (Unaudited)
(RIEER) (RIEEZ)
Profit/(loss) for the period HiREA,~ (&18) 57,979 (54,345)
Other comprehensive HARHAA2ERE
income for the period
Other comprehensive P& EARI A gE E T
income that may be DEEEEMEM
reclassified to profit EWE
or loss in subsequent
periods:
Exchange differences arising /& 4MNfi B A &) 2 81 15
on translation of financial ~ F{REREITIAE R E
statements of foreign ECERERE
subsidiaries 5,324 14,033
Total comprehensive HREHkEEE
income for the period 63,303 (40,312)
Attributable to: THIALHEMR :
Owners of the Company  AARHEA A 63,917 (54,910)
Non-controlling interests ~ FE¥RfAR#EZS (614) 14,598
63,303 (40,312)
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SCUD GROUP LIMITED

REBREEFRE AR

INTERIM REPORT 8§ 5 2017

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
BLEES=EE 2 e

At 30 June 2017 #20174F6 A30H

30 June 31 December

2017 2016
20174 20164
6H30H 12H31H
Notes RMB’000 RMB’000
BtaE ARET T ARBFTT
(Unaudited) (Audited)
(REER) 2]
Non-current assets ERBEE
Property, plant and YN
equipment 10 284,440 288,377
Intangible assets B EE 11 2,714 3,124
Prepayments, deposits ENHIE - EBE Rk
and other receivables H e GRIE 6,538 21,310
Deferred tax assets EERIIRE B 152,810 141,451
Total non-current assets IERBEERT 446,502 454,262
Current assets REBEE
Inventories "E 906,021 462,644
Trade and notes EWE S FHIEBER
receivables A e 12 1,558,280 1,650,416
Prepayments, deposits ERHIE - EEk
and other receivables Ho A e GRIE 176,417 244,493
Amounts due from FEUR BAE A £ 0E
related parties 199,871 146,817
Current tax recoverable AT Uz [ BN EARR TR 8,424 5,443
Pledged bank deposits BEMIRITIFR 16 430,504 552,962
Bank balances and cash  $R{TAE& IR S 76,178 170,305
Total current assets MENEELRER 3,355,695 3,233,080
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SCUD GROUP LIMITED

REBREEFRAF

INTERIM REPORT 18§35 2017

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AR & Bk &

At 30 June 2017 #20174F6 H30H

30 June 31 December

2017 2016
20174 2016%F
6H30H 12H31H
Notes RMB’000 RMB’000
BtaE ARET T ARBFT
(Unaudited) (Audited)
(REER) (5w IZ)
Current liabilities REBEE
Trade and notes ENESRER
payables AL 13 2,152,237 2,114,370
Other payables, receipts ~ E At EF7KIE -
in advance and TEWGRIE &
accrued charges &R 241,137 207,731
Provision for warranty EmREEHES 663 1,943
Bank loans — current H|ITER
portion e ) 14 362,115 415,004
Other loans — current HEMER
portion —mENE D 14 6,609 7,466
Obligations under BMEHERE
finance leases — —mENE D
current portion 14 5,110 5,455
Amount due to a BN EEFIE
director 33,652 5,839
Amounts due to related FERTRAE A LFIE
parties 14,588 9,653
Total current liabilities mENBERE 2,816,111 2,767,551
Net current assets REEEFE 539,584 465,529
Total assets less BEELAERRBERE
current liabilities 986,086 919,791
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SCUD GROUP LIMITED

REBREEFRE AR

INTERIM REPORT 8§ 5 2017

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

fIRRAR S B # AR &

At 30 June 2017 #20174F6 A30H

30 June 31 December
2017 2016
201745 2016%F
6H30H 12H31H
Notes RMB’000 RMB’000
HaF AR®ET T ARBT T
(Unaudited) (Audited)
(REER) (fe#1z)
Non-current liabilities FRBEE
Other loans - non- HEMER
current portion —SERENER D 14 6,823 -
Obligations under RMEHEARE
finance leases — non- —IEREEBD
current portion 14 - 2,350
Deferred tax liabilities BIERIBEE 5,360 6,854
Total non-current liabilities  JERENE D B EERE 12,183 9,204
Net assets FEE 973,903 910,587
Capital and reserves EXRFHE
Share capital [N 15 107,590 107,590
Reserves Gk 854,434 790,504
Equity attributable ERTEE AEML
to owners of the Pz
Company 962,024 898,094
Non-controlling interests JEiERER 11,879 12,493
Total equity B 973,903 910,587

FANG JIN
A&
DIRECTOR
)

GUO QUAN ZENG
;R
DIRECTOR
EF
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SCUD GROUP LIMITED

REBREEFRAF

INTERIM REPORT 18§35 2017

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
ARG SERE R

For the six months ended 30 June 2017 B #Z2017F6 A30H 1L 18 A

Attrbutable
Statutory ~ Enterprise Share to owners Non-
Share Share  Capital  reseve expansion Translation  option Accumuiated ofthe  controlling Total
capital  premium  reserve Fund fnd  reseve  resenve losses ~ Company inferests  equity
503
jd 2% #5A
B REER  EAEE 0B 3REE  ENRE BREEE RHER AN EREE  ME
RMBOO0  RMBOOO  RMBOOO  RMBOOD  RMB'OOO  RMB'OOO  RMBOOD  RMB'OOO  RMBIOOO  RMBOOD  RMBI000
NRETT ARBTT ARETR ARETT ARETT ARETR ARETT ARETR ARETT ARETR ARETT
At 1 January 2016 (Audted) H651A1B (5% 0750 619288 18626 114597 %813 (64734 14811 (10183 1025750 28863 1064613
[Loss}proft forthe perod HR(ER)/&H - - - - - - -8 BNy 158 (434
Other comprehensive income LhaEhs - - - - - 108 - - 1408 - 108
Total comprehensive income for e~ SR2EAESE
period - - - - - 1408 - (6843 (4910 1458 (40312
(Capital reduction of & non-wholly-
owned subsiciary - - - - - - - - - (8000 (8.000)
At 30 June 2016 (Unaueited) HO01656R308 (75H) 10750 619288 186216 114597 5813 (B070f) 14811 (9006 970840 35461 1006301
At 1 January 2017 (Audfted) RO A1B(EEH) 07590 619288 186215 114507 68136 (56 14811 (127,007 898004 12493 910587
Exchange diferences aising on BNENEZ b aRERE
Yransatonof the fienciel RELJENEE
statements of foreign subsidiaries - - - - - 534 - - 534 - 534
Profoss) for the g Bnarl/(58) - - - - - - ST R T
Total comprehensive income AMrENELE
for the perod - - - - - 534 - 585 B3 (614) 63308
Equiy-seted share-based IREREIRRAERNRS
ransactions - - - - - - (g s - - -
Deregistraton of a subsidary HiENBLE - - - - - - - 13 13 - 13
At 30 June 2017 (Unaueited) H1756A%0R (EEH) 10750 619288 186215 114507 88136 (10122 - (63680 %2024 11879 973908
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SCUD GROUP LIMITED

REBREEFRE AR

INTERIM REPORT 8§ 5 2017

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
HHRGFeRESRER

For the six months ended 30 June 2017 #Z201746 A30H 1L/~ 18 A

Six months ended 30 June

EZ6H30HIEEA
2017 2016
RMB’000 RMB’000
AR¥T AREFT
(Unaudited) (Unaudited)
(RBEX) (RIEEZ)
Net cash used in operating #&4 & E)FTH
activities IR & FE (148,349) (102,321)
Net cash generated from BEEZBAE
investing activities e FH 101,593 183,217
Net cash used in financing  Bt& & ENFTA
activities IR e FE (46,983) (118,256)
Net decrease in cash and  IRE&ERIRESHE
cash equivalents T8 B F 5k (93,739) (37,360)
Cash and cash equivalents  Ef#1IR & &
at beginning of period REFEEEE 170,305 249,430
Effect of foreign exchange [EXREHTE
rate changes (388) 767
Cash and cash equivalents H#iFRIR& MIR&
at end of period %{81EH 76,178 212,837
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REBREEFRAF

INTERIM REPORT 18§35 2017

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FEBR AR & B 35 SR 2R it o

For the six months ended 30 June 2017 #%20174F6 A30H 1L/~ 18 A

32

GENERAL

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

The Group is principally engaged in
manufacture and sale of lithium-ion
battery modules and related accessories
for mobile phones, tablets and digital
electronic appliances, while also engaging
in manufacture and sale of lithium-ion bare
battery cells.

BASIS OF PREPARATION AND
SIGNIFICANT EVENTS

The condensed consolidated financial
statements for the six months ended 30 June
2017 (“these condensed consolidated interim
financial statements”) have been prepared in
accordance with the applicable disclosure
requirements of Appendix 16 to the Rules
Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”) and with
International Accounting Standard 34 “Interim
Financial Reporting” issued by International
Accounting Standards Board (“IASB”).

These condensed consolidated interim
financial statements have been prepared in
accordance with International Accounting
Standard 34 (“IAS 34”), issued by International
Accounting Standards Board (“IASB”) and
the applicable disclosure provisions of Main
Board Listing Rules Governing the Listing of
Securities on The Stock Exchange of Hong
Kong Limited. These condensed consolidated
interim financial statements were authorised
for issue on 3 August 2018.
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SCUD GROUP LIMITED

REBREEFRE AR

INTERIM REPORT 8§ 5 2017

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B AR & B 35 SR 2= Bt &

For the six months ended 30 June 2017 # 201746 A30H 1L/~ 18 A

BASIS OF PREPARATION AND
SIGNIFICANT EVENTS (Continued)
These condensed consolidated interim

financial statements have been prepared
with the same accounting policies adopted
in the consolidated financial statements for
the year ended 31 December 2016 (the
“2016 annual financial statements”), except
for those that relate to new standards or
interpretations effective for the first time for
periods beginning on or after 1 January 2017.
Details of any changes in accounting policies
are set out in Note 3.

The preparation of these condensed
consolidated interim financial statements
in compliance with IAS 34 requires the
use of certain judgements, estimates and
assumptions that affect the application of
policies and the reported amounts of assets
and liabilities, income and expenses on a year
to date basis. Actual results may differ from
these estimates. The areas where significant
judgments and estimates have been made in
preparing the financial statements and their
effect are disclosed in Note 4.

These condensed consolidated interim
financial statements are presented in Chinese
Renminbi (“RMB”), unless otherwise stated.
These condensed consolidated interim
financial statements contain condensed
consolidated financial statements and
selected explanatory notes. The notes include
an explanation of events and transactions
that are significant to an understanding of the
changes in financial position and performance
of the group since the 2016 annual financial
statements. These condensed consolidated
interim financial statements and notes do
not include all of the information required
for a complete set of financial statements
prepared in accordance with International
Financial Reporting Standards (the “IFRSs”)
and should be read in conjunction with the
2016 annual financial statements.
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REBREEFRAF

INTERIM REPORT 18§35 2017

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S B FS R MY =

For the six months ended 30 June 2017 B #Z2017F6 A30H 1L 18 A

2. BASIS OF PREPARATION AND 2. GREHEEREASBIE(Z)
SIGNIFICANT EVENTS (Continued)

These condensed consolidated interim
financial statements are unaudited, but
has been reviewed by BDO Limited in
accordance with Hong Kong Standard on
Review Engagements 2410, “Review of
Interim Financial Information Performed by
the Independent Auditor of the Entity”, issued
by the Hong Kong Institute of Certified Public
Accountants. BDO Limited’s independent

ZEEREE T B BRERA
KEZ - BEEmBERLERS
SR EBAARAARES
BEAAI ARG RGN T BERY
ZHEERZE24100% A ERZ
B AZ AR AR
ETEN BAELUEERGS
BEBHMERARMEETSH
HH A 98 S 2 B #SI R 5B 20

review report to the Board of Directors is HZE%0238 °
included on pages 20 to 23.
3. CHANGES IN IFRSs 3. EIRHREENEE

BRe ENREGCEME
TR RS R ER]
TRAKENER S HEE
RERR T BE R EAEE
BRAZBR]

The IASB has issued a number of amendments
to IFRSs that are first effective for the current
accounting period of the Group. Of these,
the following amendments are relevant to
the Group:

Amendments to IAS 7 Disclosure Initiative
BIRR g et 2RI E 797 (IBET ) B

Amendments to IAS 12
B2 EHERIE 1255 (B85 AN)

Recognition of Deferred Tax Assets for
Unrealised Losses

AR EREARCHAEE

Amendments to IFRS 12
BB B 75 3R & HE B BB 125 (B 5T AX)

Included in Annual Improvements to IFRSs
2014-2016 Cycle, Disclosure of Interests in
Other Entities

BIER B M B8 2EA12014F £20165F 8
HWFREUNE - RHEMERZ ERiKE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B AR & B 35 SR 2= Bt &

For the six months ended 30 June 2017 # 201746 A30H 1L/~ 18 A

CHANGES IN IFRSs (Continued)

Amendments to IAS 7, Disclosure Initiative

Amendments to IAS 7 requires an entity
to provide disclosures that enable users of
financial statements to evaluate changes
in liabilities arising from financing activities,
including both changes arising from cash flows
and non-cash changes. The amendments will
result in additional disclosures to be provided
in the Group’s annual financial statements.
The Group is not required to provide the
additional disclosures in these condensed
consolidated interim financial statements.

Amendments to IAS 12, Recognition of
Deferred Tax Assets for Unrealised Losses

Amendments to IAS 12 were issued with
the purpose of addressing the recognition of
deferred tax assets for unrealised losses related
to debt instruments measured at fair value,
although they also have a broader application
for other situation. The amendments clarify
that an entity, when assessing whether
taxable profit will be available against
which it can utilise a deductible temporary
difference, needs to consider whether tax
law restricts the sources of taxable profits
against which it may make deductions on
the reversal of that deductible temporary
difference. Furthermore, the amendments
provide guidance on how an entity should
determine future taxable profits and explain
the circumstances in which taxable profit may
include the recovery of some assets for more
than their carrying amount.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FEBR AR & B 35 SR 2R it o

For the six months ended 30 June 2017 B #Z2017F6 A30H 1L 18 A

36

CHANGES IN IFRSs (Continued)

Amendments to IFRS 12, Clarification of
the scope of disclosure requirements in
IFRS 12

The amendments clarify that the disclosure
requirements of IFRS 12, other than for those
in paragraphs B10-B16, apply to an entity’s
interest in a subsidiary, a joint venture or an
associate (or a portion of its interest in a joint
venture or an associate) that is classified (or
included in a disposal group that is classified)
as held for sale in accordance with IFRS 5.

None of the above amendments that are
effective for the first time for periods beginning
on or after 1 January 2017 have a material
effect on these condensed consolidated
interim financial statements. The Group has
not applied any new IFRSs or amendments
that is not yet effective for the current
accounting period.

USE OF JUDGEMENTS AND ESTIMATES

In preparing this condensed consolidated
interim financial information, the significant
judgements made by the management in
applying the Group’s accounting policies
and the key sources of estimation uncertainty
were the same as those that applied to 2016
annual financial statements.
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REBREEFR QA

INTERIM REPORT 8§ 5 2017

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FRRAR S B FS 3R 3R Y &

For the six months ended 30 June 2017 EZ20174F6 A30H 1L/~ 18 A

SEGMENT INFORMATION

Reportable segments

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

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

Own-brand business — Manufacture and sale
of “SCUDER” brand lithium-ion battery
modules, power banks, power management
module, motive battery, smart wearable
devices battery and related accessories
for mobile phones and digital electronic
appliances.

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

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

D EER

¥R &
AEBEBAMKEAEME
[SCUDFRERE | ([ B %%
%) RE&E REE(TODM
EBDRELCEBTELE
%) MEBEEEREE (AR
NAIER)INEHBRZEET
ZA AR WEREAS S
MEREATGELEE - AEE
R BRS¢

ODMETS — B BE AN I @
T FREMMESHER
EREERMEEETERE
B BYER  BHELRE
BARC T -

BEMBEL -—REREE
[SCUDRERE | m e 28 T &
wEA BBHER  ERER
BE - $HEL BRFER

B AR TR B E T &
AR FEREECHT -

BOEE - RERHEEAR
Fit FREWRBHERD
BRTE -

Efth — $HE R B R A &
ITHA -
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For the six months ended 30 June 2017 #%20174F6 A30H 1L/~ 18 A

5. SEGMENT INFORMATION (Continued) 5. SEIERE)
Reportable segments (Continued) gD (&)
Segment information about these businesses FRAREEBN DA EH 27T
is presented as follows: mr
For the six months ended 30 June 2017 B £201756H3080 I <@ A
(unaudited) (REER)
ODM  Own-brand  Bare battery
business business  cell business Others Total
ODM%E  RERMER EhES At ]

RMB’000 RMB’000 RMB'000 RMB’000 RMB’000
AEMTR  ARBTR  ARETR  ARMTR  ARRTR

Total tumnover BRE 2,024,508 279,403 140,573 312654 2,757,138
Less: Intersegment sales 41 : TOEBHE (2,394) (191,116) (45,042) (75,170) (314,622)
Tumover BRE 2,022,114 88,287 94,631 287484 2,442,516

Segment profit/loss) AR/
(E8) 55,458 12,010 6373 12,608 74,703

Unallocated income KRR
- Interest income -HEMA 3775
- Others -Eff 275

Unallocated expenses *ﬁ@i%ﬁ %
-Legal and professional ~ —EERER

fees i (1,627)

- Staff costs -BIRE (1,789)

- Others “E (3,962)
- Finance costs ~RERE (18,318)
Profit before income tax PR AT 1%%%%‘7&%” 50,057
Income tax Bited 7,022
Profit for the period BmEd 57,979
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FRRAR S B FS 3R 3R Y &

For the six months ended 30 June 2017 EZ20174F6 A30H 1L/~ 18 A

5. SEGMENT INFORMATION (Continued) 5. SEIERE)
Reportable segments (Continued) BRI (E)
For the six months ended 30 June 2016 B £201656H30R 1L <@ A
(unaudited) (REER)
ODM  Own-brand  Bare battery
business business  cell business Others Total
ODM%H  BERMRER ETEK Eft a%

RMBO00  RMBO00  RMBO00  RMBOOD  RMBOOO
ARBTL  ARETL  ARETL  ARETR  ARETR

Total tumover BEXE 1911308 315856 166868 109,141 2503173
Less: Intersegment sales 8 - AANHE (26,399) - (22,825) (9,566) (58,790)
Tumnover BEE 1,884,909 315,856 144,043 99,575 2,444,383
Segment profitfosy) &R/

(B8) 22,457 (28,754) (31,761) 1,873 (36,185)

Unallocated income RARBA
- Interest income —FIBHA 1,073
- Gainon disposal of ~ —HEWE
property, plant and HER

equipment Hlka 2,821

- Others -Ht 5,600
Unallocated expenses ~ AAERX
- Legal and -?ﬂ?&

professional fees §R8H (5,291)

- Staff costs -BIRE (2,483)

- Others At (644)

- Finance costs -BERA (14,613)

Loss before income tax AT X%WUE??E\ (39,922)

Income tax g (14,423)

Loss for the period il (54,345)
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5. SEGMENT INFORMATION (Continued) 5. SEIERE)

Reportable segments (Continued) gD (&)

Segment assets and liabilities are presented NESBEERBEZINWNT ¢

as follows:

As at 30 June 2017 (unaudited) A201766 A308 (K HFZ)

ODM  Own-brand Bare battery

business business cell business Total
ODM%E BERMEK EUEK aE

RMB’000 RMB’000 RMB’000 RMB’000
ARBTT  ARETR AR¥TR  ARET:R

Segment assets DEEE 2,889,667 634,270 275,107 3,799,044
Unallocated corporate assets A EARIAE
- Bank balances and cash -RITERER S 2,645
- Others - H 508
Consolidated total assets GREELE 3,802,197
Segment liabilities NEaE 2,143,723 444,813 219,176 2,807,712

Unallocated corporate liabilities KB A FE &

- Other payables, receipts —EthERFE -
in advance and accrued ARTER
charges [ ER 14,780
— Amount due to a director o DEES 442
- Deferred tax liabilties -BEREEE 5,360
Consolidated total liabilities 474 BE2E 2,828,294
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5. SEGMENT INFORMATION (Continued) 5. SEIERE)
Reportable segments (Continued) BRI (E)

As at 31 December 2016 (audited) A20165F12 8318 (KREXK)

ODM  Own-brand  Bare battery
business business  cell business Total
BERE
ODME% % ELER ek
RMB’000 RMB’000 RMB'000 RMB’000
ARETT  ARETn ARETR ARETR
Segment assets NHEE 2,868,228 534,113 283,122 3,685,463
Unallocated corporate assets ~ RAEAFEE
- Bank balances and cash -BAOEBREES 643
- Prepayment, deposits and -BRTE £
other receivables REMEWGE 1,236
Consolidated total assets GAEESE 3,687,342
Segment liablies APEE 2236541 300303 219299 2,756,143
Unallocated corporate liablities KB A EE
- Other payables, receipts —EAhERFR -
in advance and accrued ARTER
charges fEstEA 14,623
— Amount due to a director -EREZHE 629
- Deferred tax liabllities -BEREEE 5,360
Consolidated total liabilities GREELE 2,776,755
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5. SEGMENT INFORMATION (Continued) 5. SEIERE)

TEERZEXE
REBTZEMNEEBNT:

Turnover from major products
The Group’s turnover from its major products
was as follows:

Six months ended 30 June

42

B E6H30BLLAEA
2017 2016
RMB’000 RMB’000
AR%T T ARETT
(Unaudited) (Unaudited)
(REEER) (REEZ)
ODM business: ODME7 :
Mobile phone battery FiE 1,963,327 1,812,983
Power bank BEER 37,418 50,501
Motive battery B HE 9,125 7,658
Others Hib 12,244 13,767
ODM business ODME 7% 2,022,114 1,884,909
Own-brand business: BEHERBEE :
Power bank BHER 57,237 171,875
Power management BREEEA
module 10,509 90,892
Mobile phone battery FiE 8,086 4,144
Motive battery B EM 1,773 41,467
Smart wearable BRETFHE
devices battery BEN 581 883
Others Hith 10,101 6,415
Own-brand business BEmEES 88,287 315,856
Bare battery cell BREK
business:
Lithium-ion bare BB TR
battery cells 94,631 144,043
Others Hith 237,484 99,575
Total turnover =0 2,442,516 2,444,383
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5. SEGMENT INFORMATION (Continued) 5. ZHERGE)
Geographical information it EE R
Analysis of the Group’s turnover and results 7RSS @ 4 2 51| i i [ T 35
as well as analysis of the Group’s carrying AR EBEEBREESN
amount of each relevant segment’s assets and ARAEBGEEEYHBHE
additions to property, plant and equipment ERRNEME  BMEREEBER
and intangibles by geographical market have BILEEMNREAEI T R
not been presented as they are substantially BERIBHAPEARLME
generated from or situated in the People’s ([ E ) EAE SR AFRE -
Republic of China (the “PRC”).

6. PROFIT/(LOSS) FROM OPERATIONS 6. MEEMF, (FE)

B0k, (GEA) T5ER -

Six months ended 30 June

This is arrived at after charging/(crediting):

B Z6H30R 1L AEA
2017 2016
RMB’000 RMB’000
AR®ET T ARMEFIT
(Unau itedg (Unagdjed%
(RESEZ (CRIEEZ
Operating lease rentals ~ PAZFLLE
for office premises HEHE 8,142 15,017
Depreciation of property, ¥1Z - HE &
plant and equipment RIBITE 23,053 26,575
Amortisation of intangible & & 7 # 8
assets R N 828 765
Impairment loss FIEUE F I8
recognised on trade &Eui%fiﬁﬁau
and notes receivables _ ZJB{EEIE 7,508 39,064
Impairment loss FLIBIS R
recognised on B o H
prepayments, deposits  [EHSCKIA IR
and other receivables ZREEE 9,500 446
Reversal of impairment ~ BIERR .2
loss on trade and notes  JEWE FHIAR
receivables previously & W == R E
recognised eERD (59,005) -
Reversal of impairment WAL
loss on prepayments, BNHE - B
deposits and other N E At e Y kIR
receivables previously BB ERR
recognised . (16,909) -
Write-off of property, WEmE - ME
plant and equipment &S 1,151 -
Write-down of inventories Wﬁ@%éﬁ 2,368 -
Loss on disposals of LEYE - HE
property, plant and MR EEE
equipment 4,527 445
Research and HEEHR
development costs o 70,936 95,162
Net foreign exchange gain & i a5 558 388 766
Interest income F B WA (4,347) (11,085)
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7.

44

INCOME TAX Fri8%
Six months ended 30 June
HZ6H30H1LAEA
2017 2016
RMB’000 RMB’000
AR%TT ARKEFTT
(Unaudited) (Unaudited)
(RBEZX) (REEEZ)
Current tax — PRC BREARLIE —
Enterprise Income Tax: ﬁ%ﬁﬁﬁﬁ :
~ Tax for the period *\,E@Wﬁlﬁi 7,943 11,284
Deferred tax EXERIR (15,865) 3,139
Income tax (credit)/charge FTiS®i (%),
kR (7,922) 14,423

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

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

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

HRARBBEASRFETS
s H A ADARE R O BIR - KRR
EARBEZEBEEMEN
RERBIRSN - AR A I EAE
HAHIR B

mREMERABALEESE
MEAEBEABEL > MIEXKAE
B MAAEREEEMAL
Z M E R AR A SRS T IR E
B B EREFERSHRE
B -

PEREMEHEBEDRER
HIMAE A R iRl b B AR
BEmE 2 st R AT
fEH
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For the six months ended 30 June 2017 EZ20174F6 A30H 1L/~ 18 A

8. DIVIDENDS 8. RE
No interim dividend was declared for the six HZE2017F K% 201696 430H 1=
months ended 30 June 2017 and 2016. ANEA HEEIRPERS

9. EARNINGS/(LOSSES) PER SHARE 9. BREFN(EE)
The calculation of basic and diluted earnings/ KABERABREERERK
(losses) per share attributable to the owners EERT S (BE)RIEATE
of the Company is based on the following BEtE
data:

Six months ended 30 June

BZ6H30ALAEA
2017 2016
RMB’000 RMB’000
AR¥T T AREFIT
(Unaudited) (Unaudited)
(REER) (CRiEEZ)
Profit/(loss) for the AESREARK
purpose of calculation ERF
of basic and diluted (E1B)KyaE R
earnings/(losses) per (E#E) (RA7
share (profit/(loss) for %E ABEER
the period attributable wH(E18))
to the owners of the
Company) 58,593 (68,943)
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9.

10.

46

EARNINGS/(LOSSES) PER SHARE (Continued)

9.

BRERN(BHR)(#)

Number of ordinary shares

ZEREE

2017 2016

’000 000

TR T &

(Unaudited) (Unaudited)

(REER) (CREEERZ)

Weighted average number &tE &% EA K

of ordinary shares for EEER,
the purposes of diluted (E18) 1
earnings/(losses) per I AR N

share 198k 1,090,001 1,090,001

The computation of diluted earnings/(losses)
per share for the six months ended 30 June
2016 does not assume the conversion of
potential ordinary shares in relation to share
options granted as they are anti-dilutive. As at
30 June 2017, there is no potential ordinary
share.

PROPERTY, PLANT AND EQUIPMENT

During the six months period ended 30
June 2017, the Group acquired plant
and machinery at a cost of approximately
RMB8,525,000 (six months ended 30
June 2016: RMB23,109,000), electronic
equipment, furniture and fixtures at a cost of
approximately RMB13,502,000 (six months
ended 30 June 2016: RMB7,916,000),
motor vehicles at a cost of approximately
RMB743,000 (six months ended 30 June
2016: RMB480,000), and construction-
in-progress at a cost of approximately
RMB2,024,000 (six months ended 30 June
2016: RMB Nil). During the current period,
the Group does not acquire moulds or
leasehold improvements (six months ended
30 June 2016: RMB13,000 and RMB60,000
respectively).

10.

S EE E20165F6 5308 1E~
BAZzEREEEF, (FE)
B WEEBRDEBRERD R
AR Y BET @
EHABRBEZE - 2017
F6HA30R © BEBL LB -

W3 -~ R RRE

R & £201796 8308 1 /X @
BHIE REBZHARE
8,525,0007T( # £201646 430
HiE7R{E A AR#23,109,000
TOBABE RS  IBHOAR
#13,502,0007T (& 2201656 A
30H1E7XEA : ARE7,916,000
T)BABTRE R RE
E R ARET743,0007T(HE
20166 830 IE/~EA « AR
#480,0007T) EEAAE ~ FAA
R ¥2,024,0007C( & £20164F6
A30HIEAEA : ARBEZTT)
SIAFEETR - RERTHIR » A
EETEBEEALETHED
2 & & (E 2201656 A30H 1E
ANEADRE  AREE13,0007T
F ABR#60,0007T) °
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10.

11.

12.

PROPERTY, PLANT AND EQUIPMENT
(Continued)

During the current and prior periods, the
Group does not acquire plant and machinery
under finance lease. During the period, the
Group has paid the finance lease payments
of RMB2,854,000 (six months ended
30 June 2016: RMB2,854,000) in which
RMB2,695,000 (six months ended 30 June
2016: RMB2,570,000) represented capital
element of finance lease payments and
RMB159,000 (six months ended 30 June
2016: RMB284,000) represented interest
element of finance lease payments.

10. ¥1% - BERRE(F)

b

N E A MR AEEY
EWEREEERT 2BE R
e BN AEBXNEE

J
wo

A B AR 2,854,000
éjz;%zo 646 H30R 1 /X
)\E 2 854,0007T )
¢

<
o

—~

R %2 695,0007t( &
6A30R IE/~18 A :
%2570000%)2%%&%
BRI EAHD AR
9,0007t( & 201646 A30
17518 A+ A R 284,000
) BEVE A58 2 R B 26

wmma%>wwﬁm%%m%

INTANGIBLE ASSETS 1. BEFEEE
As at 30 June 2017 and 31 December M2017F6A30H &20164F
2016, intangible assets comprise software 12A31B BEEEBER
with net carrying amount of approximately 2017F6 AB0HRAEHN AR
RMB2,714,000 as at 30 June 2017 (31 #2,714,0007T (2016412 431
December 2016: RMB3,124,000). A : AR#S3,124,0007T ) #y 81
o
TRADE AND NOTES RECEIVABLES 12. EWESRERERERE
30 June 31 December
2017 2016
20174 20164
6H30H 12H31H
RMB’000 RMB'OOO
ARET T AREFT
(Unaudited) (Audited)
(REEX) (&%)
Trade receivables FEUWE B FIE 1,878,026 1,941,182
Notes receivables e ZE I 26,731 116,355
1,904,757 2,057,537
Less: Allowance for bad & : RIZEEE
and doubtful debts (346,477) (407,121)
1,558,280 1,650,416
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12. TRADE AND NOTES RECEIVABLES 12. EWESREREWEE(Z)

(Continued)

An aged analysis of the trade and notes RIEHR - BWE S FHIBR
receivables at the end of the reporting B EE R DT T (R
period, based on the invoice date and net BERAHREMBRER):

of allowance, is as follows:—

30 June 31 December

2017 2016

20174 20164

6H30H 12H31H

RMB’000 RMB’000

AR%T T AREFT

(Unaudited) (Audited)

(RBEX) (EE%)

0 to 60 days 0Z260H 1,272,827 1,507,237

61 to 180 days 6121804 224,792 104,138

181 to 365 days 181%2365H 30,484 2,700

1 to 2 years —EMFE 3,853 5,071

2 to 3 years ME=F 24,353 31,270

Over 3 years BiE=F 1,971 -

1,558,280 1,650,416

The average credit period granted on sale of BTHEHEERNTEHEESRN
goods ranged from 60 to 90 days. FB60HZEQ0H °
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13. TRADE AND NOTES PAYABLES 13. ENESREREMFER

30 June 31 December

2017 2016

20174 20164

6H30H 12H31H

RMB’000 RMB’000

AR%T T ARETT

(Unaudited) (Audited)

(REEER) (&%)

Trade payables BB SF08 1,287,578 1,001,410

Notes payables EREE 864,659 1,112,960

2,152,237 2,114,370

An aged analysis of trade and notes payables RMEHRR - BRNESHER

at the end of the reporting period, based on FERRERER DT T (RIR
the invoice date, is as follows:— BEQOH):

30 June 31 December

2017 2016

20174 20164

6H30H 12H31H

RMB’000 RMB’000

AR¥T T AREFIT

(Unaudited) (Audited)

(REBEX) (EEZ)

0 to 60 days 0£60H 1,459,965 1,486,981
61 to 180 days 61%180H 552,216 516,518
181 to 365 days 1812365H 45,176 24,919
1 to 2 years —EWF 65,787 55,453
2 to 3 years RZE =4 19,466 24,706
Over 3 years Bim=F 9,627 5,793
2,152,237 2,114,370
Trade and notes payables principally comprise ERHESRERENEERELTE
amounts outstanding for trade purchases and BREESFBEERFERKTHR
ongoing costs. The average credit period INRE - EHEENFHEE

taken for trade purchases ranged from 30 EHNTFI0HZEQAR -

to 90 days.
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14. BORROWINGS 14. BX
30 June 31 December
2017 2016
201745 20164
6H30H 12H31H
RMB’000 RMB’000
AR%TT ARETTT
(Unaudited) (Audited)
(REEX) (&%)
Bank loans - current TSR —RE
portion i
Secured bank loans BEMRITER 232,726 163,404
Unsecured bank loans — EEIFIRITE 129,389 251,690
362,115 415,094
Other loans HihEX
Current portion mEE 6,609 7,466
Non-current portion IERBEB D 6,823 -
13,432 7,466
Obligations under REHEAE
finance leases
Current portion mEE 5,110 5,455
Non-current portion JERBNEL - 2,350
5,110 7,805
380,657 430,365

50

Particulars of the Group’s pledge of assets

are set out in Note 16.

R 1R A E RIS SR Y

16 e



N

SCUD GROUP LIMITED
REREEBRAA

INTERIM REPORT 8§ 5 2017

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FRRAR S B FS 3R 3R Y &

For the six months ended 30 June 2017 EZ20174F6 A30H 1L/~ 18 A

15.

16.

SHARE CAPITAL 15. R
Number of
ordinary shares
of HK$0.10 each Amount
FR0.10E T
ZERRY k]
in Thousands RMB’000
F& AREFT
Authorised:- }\f\ﬁ :
At 31 December 2016 (audited) 1201641273318
and 30 June 2017 (unaudited) (K& 1) k2017
64308 (REER) 5,000,000 502,350
Issued and fully paid:- BEORAR :
At 31 December 2016 (audited) E§‘20_16¢\12ﬂ 31H
and 30 June 2017 (unaudited) (48 &%) k201745
6A30H (REEZ) 1,090,001 107,590
PLEDGE OF ASSETS 16. EEEA

As at 30 June 2017, the Group has
pledged bank deposits of approximately
RMB430,504,000 (31 December 2016:
RMB552,962,000) to guarantee the issuance
of bank accepted notes for payments to
suppliers. Bank loans of approximately
RMB232,726,000 (31 December 2016:
RMB163,404,000) were unsecured by any
of the Group’s assets.

As at 30 June 2017, the Group has pledged
property, plant and equipment carried at
approximately RMB12,084,000 (31 December
2016: RMB26,057,000) for other loans.

M2017496 8308 © & & @
EHEBABOTERHNARE
430,504,0007T (2016412 A31
A AR #552,962,0007T ) -
VB B 1) 4 B 7 5 3R T B AR 1T
EHERZER - IRITERL
A R #0232 726,0007T(20164F
12A318 : AR#163,404,000
TN EE A EEREAEE
VEHRIF o

MR2017F6A30H » A& HE
EERFEBEODARIE
12,084,0007T (2016412 A 31
B AR®26,057,0007T)89%
¥ BEMIEEAEMER
HIEIR o

51



SCUD GROUP LIMITED

REBREEFRAF

INTERIM REPORT 18§35 2017

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S B FS R MY =

For the six months ended 30 June 2017 B #Z2017F6 A30H 1L 18 A

16.

17.

52

PLEDGE OF ASSETS (Continued)

As at 30 June 2017, the Group has
pledged property, plant and equipment
carried at approximately RMB106,490,000
(31 December 2016: RMB98,479,000) for
secured bank loans and payments to landlord
as collateral for electricity expenses payable.

SHARE OPTION SCHEME

The Company has a share option scheme
for the Directors and eligible employees
of the Group. Details of the share options
outstanding during the period are as follows:

16.

17.

BERRT(E)

MR2017F6A30H » A&EE
EEFEEBENARE
106,490,000 (2016512 A
31H : A R #98,479,0007T )
HYE - BMERXEELES
ENEEMINBITERRM
¥EEANROERGR o

BRESE
ARRIREERAEHAER

BERIBEIER B - BAH
RITHRZBRAESBOT

Number
of share
options
BREHE
Outstanding at 31 December 2016 H20169F12A31H
(audited) I ARITIE (S F%) 80,000,000

The fair value of the share options
determined on 19 June 2014 (the grant
date) using the Black-Scholes pricing model
was HK$0.23376 per share and the total
estimated fair value of the options granted was
approximately HK$18,701,000 (equivalent to
RMB14,811,000).

FEAMN R BT E
1# X H2014F6 198 ( & H
HEET EREATEASE
fi% B £70.2337678 7T © Fr % H
BEREZ Gt A EEEN S
18,701,000/8 7T (FHER AR
14,811,0007T) °
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17. SHARE OPTION SCHEME (Continued) 17. BRETEI(E)
The following assumptions were used to AT AFTHEER FEFTfE
calculate the fair values of share options: RHRE :
19 June 20144
2014 6H19H
Exercise price HK$0.94 1Te(®E 0.94% 7T
TEEHIE R M A
Expected option life 3 years L 34
Expected volatility 55.047% TaEHK 8 55.047%
Annualised dividend vyield 1.898% FlREE 1.898%
Risk-free rate 0.442% LR E 0.442%

The Black-Scholes pricing model has been
used to estimate the fair value of the share
options. The variables and assumptions
used in computing the fair value of the
share options are based on the Directors’
best estimate. The fair value of share options
carries with different variables of certain
subjective assumptions.

For the six month period ended 30 June
2016, no share-based payment expenses
was recognised in profit or loss in relation
to share options granted by the Company.
During the six month period ended 30 June
2017, all the share options are lapsed.

EAMAS e — TR AT (E
A EREZ D FE-
SHEBREQFEMERNE
E&TEJ*“E§BA§$ZE—F1$
At o a%w;z ?EK}f%FI
BRRN T RAZEMNRE -

#H Z=2016%F6H30R 1L/~ @ A
HARE - BEAELARR () AR 2
TR S AR R B PR A AR
E/\}Eﬁnﬁ@ N ﬁ:zl:2017ﬁ56ﬂ
308 IE/NME A EAfE - PR B AR
B KRR -

53



SCUD GROUP LIMITED

REBREEFRAF

INTERIM REPORT 18§35 2017

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S B FS R MY =

For the six months ended 30 June 2017 B #Z2017F6 A30H 1L 18 A

18. RELATED PARTY TRANSACTIONS 18. BEALTRS
(a) During the period, the Group had the (@ RHIR - NEBHEEEEA
following transactions with related TETHNZHIT :
parties:
Six months ended 30 June
BZ6A30A LR

2017 216
RMB'000 RMB'000
ARBTR  ARBTR
(Unaudited) (Unaudited)
(#EE4) (7227

Rental expenses paid to: BRESHT
Scud Stock (Fuian) Co., Ltd. (Note 7) RERZERAERAR M) 8476 7008
Scud (Fujian] Technology Co., Ltd. Note 2) RERERMRARAAHL) 6 2,504
Purchases of finshed goods from: REZm:
Fujian Scud Power Technology Co., Ltd. RERERMAARLA 668 .

EBTEB New Energy Technology Co, Lig. formery  AERH ﬁ?fiﬂ%ﬁﬁgﬁﬂ%
known as Hongde New Energy Technology Co., BENEHRERLD) )

Lid) fote g 55,395 17,071

Fujian Youtong Industrial Co., Ltd. (Vote 4 RRRBERARAA(H) - 10,446
Purchases of raw materials from: RERIH:

Fujian Scud Power Technology Co., Lid. (Mot §) RERERENRAERAA S 3 -

Fujian Youtong Industrial Co., Ltd. (Note 4 RERBEZERLAMi) 876 -

Purchases of property, plant and equipment from AREREEIRRARAT
Fujian Scud Power Technology Co., Ltd. (Note 5 BENE  BRRAEMHS) 402 -
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For the six months ended 30 June 2017 EZ20174F6 A30H 1L/~ 18 A

18. RELATED PARTY TRANSACTIONS 18. BEALXR 5 (&)

(Continued)
(@) (Continued) @ (&)
Six months ended 30 June
HE6AALAER
2017 216

RMB'000 RMB'000
AREBTR ARBTTL
(Unaudited) (Unaud\ted)

(*ggﬁ) ( %«%F’L)

Processing fee to Fujan Scud Power Technology Co,,  FIER RSN )

Ltd. (Note 5 NEERLAZ TR i) 655 -
Inspection fee to: FHREET:

EBTEB New Energy Technology Co, Lid. fWore gy~ SERFEEHEERARH3) 104 -

Fujian Scud Senior Technician Training School fVote 6 ERAERBRRLEIEM Hiazs) 2,34 -
Sales of fnished goods to Fujan Scud Power Technology Wﬁﬁh%k@m HRERLTHERRS

Co., Ltd. Moo §) (Hiits) 7410 -
Sales of raw materials to: HERMH

Fujian Scud Power Technology Co., Lid. (Mote 4 RERERS NREERAR W) 20,576 -

EBTEB New Energy Technology Co, Lid. Wore )~ HERHEEHEARAAKZ3) 3873 -
Sales of property, plant and equipment to Fujen Scud ~ FIREAERE N HRERL

Power Technology Co., Lid. fNote &) HENE - BERRRMHS) 4521 -
Interest income charged from EBTEB New Energy MAESTHENERAR

Technology Co., Ltd. (Note 3 WEHEMARS) 346 31
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For the six months ended 30 June 2017 B #Z2017F6 A30H 1L 18 A

18. RELATED PARTY TRANSACTIONS

18. BEAXRB (&)

(Continued)
(@) (Continued) @ (#&)
Notes: Bt -

A company with Mr. Fang Jin and Mr.
Guo Quan Zeng being common directors
who have shareholding interest in this
company as to 67% and 3%, respectively.

A company with Mr. Fang Jin being
common director who has 18%
shareholding interest in this company.

A company with its director is the son
of Mr. Fang Jin, director and controlling
shareholder of the Company.

A company with Mr. Fang Jin being
common director.

A company with its director is the son of,
Mr. Fang Jin, a director and controlling
shareholder of the Company.

A company with Mr. Fang Jin being
common director who has 67%
shareholding interest in this entity.

1. FaAERBRIGEE
BREREFEHRA - &
LD BB Z R AIBT%
T2 3% ke -

2. FHehHBERESH
NE REARZARA
18% A -

3. MAREBARATE
FREBBRS L
2%

4. FLEERHREEN

AL

5. ARAEFREBRBER
FEREZFREEN

2

6. HEEERHFAEEH
RE HEEERZE
BRA6T %R RAE

(o) Other transaction with related party: (b) HEEALINEMRS :
As at 30 June 2017, Mr. Fang has
guaranteed certain bank facilities made
to the subsidiaries of the Group of up
to an amount of RMB362,115,000 (31
December 2016: RMB242,698,000).

72017968308 © 7 % 4
HAAEENBARRES
HERmEARES62,115,000
JL(2016F12A31H « AR
#2042 ,698,0007T ) K & T 4R
TTBEVELPEIR -
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For the six months ended 30 June 2017 EZ20174F6 A30H 1L/~ 18 A

19. COMMITMENTS 19. &IE
(a) Operating lease commitments (a) REMLOEE
As at 30 June 2017, the Group had M2017F6A30H © &K &
outstanding minimum commitments BEREBETIHBELCERD
under non-cancellable operating leases BLA T HIR B HR A b J
in respect of land and buildings which BFEREEAEAT

fall due as follows:

30 June 31 December

2017 2016
20175 20164
6H30H 12H31H
RMB’000 RMB’000
AR¥T T AREFTT
(Unaudited) (Audited)
(RISERZ) (HEZ)
Within one year —&R 22,852 24,261
In the second and fifth MZERF(ERE
years inclusive MFEBRIETEAN) 35,383 33,809
58,235 58,070
None of the leases includes contingent BEAMBHIL T IERAM
rentals. The Group does not have an © o NEBRBLEER
option to purchase the leased land B EE i g
and buildings at the expiry of the lease FHIEERE -
periods.
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For the six months ended 30 June 2017 B #Z2017F6 A30H 1L 18 A

19. COMMITMENTS (Continued)

(b) Capital commitments

As at 30 June 2017, capital expenditure
of approximately RMB16,732,000 (31
December 2016: RMB9,356,000) in
respect of the acquisition of equipment
has been contracted for but not provided
for in the condensed consolidated
financial statements.

20. CONTINGENT LIABILITIES

58

As at 30 June 2017, the Group has not
provided any form of guarantee for any
company outside the Group and was not
involved in any material legal proceedings
for which provision for contingent liabilities
was required.

19.

20.

EE(E)
(b) EAREE

20176 A308 © it B
BREMBETHERRE
ARG SRR P BEN
HHAERRIZIHAARE
16,732,0007T (2016412
A318 : AR#9,356,000
JL) °

HREE

MR2017F6 A30H © A& B I
18 0] N £ B A SMI A A B R
EAFRIER - IRARESEMA
B ARBEELBREZEXR
EERERF -
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
SHARES

As at 30 June 2017, the relevant interests or short
positions of the Directors and chief executives
of the Company in the shares, underlying shares
and debentures of the Company or its associated
corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571
of the Laws of Hong Kong) (“SFO”), which were
required to be notified to the Company and The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions
which they have taken or deemed to have under such
provisions of the SFO) or were required pursuant to
section 352 of the SFO, to be entered in the register
referred to therein or were required, pursuant to
the relevant provisions of the Rules Governing the
Listing of Securities on the Stock Exchange (the
“Listing Rules”) relating to securities transactions
by Directors to be notified to the Company and the
Stock Exchange were as follows:

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

ESRESTHRABZROERR
KB

M20179F6H308  BEENZE ST
BABRAR B SR AE (F %
RBEBZEPIBEST1EESF RHAEEN
([FEHMEEED ) EXVER) 2 IR
D HEERDREFTHERIEE
%5 R HAE G| SEXVERET7 R85 EB /A
MEARBIRBEBERHMER
ARI([BRFT )z AR R
(BREREES MK B RBIEX
EESRIEBER 2 ERSAR) » 3K
BRARNRBIRIEES KIS KM
FI52EFE 2 B iR B 2 A
BEEMBANT EMRA D ES=SE
TEFRHGWEBIGEENS AR
AR AT 2 S SA RN T ¢

HR(AAREREMEIEBTZE
BR):

Percentage in

the issued share

capital of the

Company

Number of (Note 3)

issued ordinary YN

shares held ERTRA

Name of Director Capacity FEERT ZEDL

Expg 5% EERYE (H1i£3)

Fang Jin Corporate interest (Note 1) 514,338,000 47.19%
ik NaER (M)

Guo Quan Zeng Corporate interest (Note 2) 18,000,000 1.65%
BRI NaER ()
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DIRECTORS’ AND CHIEF EXECUTIVES’ EEREBTRABZRAOBER
INTERESTS AND SHORT POSITIONS IN HR ()

SHARES (Continued)

Note 1: This figure represents () 403,770,000 shares a1 UEEIFHR() 403,770,000/% %

directly held by Swift Joy Holdings Limited and HHERARERBRAREES
(i) 110,568,000 shares directly held by Right A K (i) 110,568,000/ 17 e I
Grand Holdings Limited, both of which are REREBERAREEIE M
companies with their entire issued share capital ZMERARN RS HETRA
held by Mr. Fang Jin. HEA&EERE -

Note 2: These shares were directly held by Cheer View —~ #1it2 : ZERHBHFEBRER AT
Holdings Limited, whose entire issued share BEERE mMZAREHEH
capital was held by Mr. Guo Quan Zeng. TRAHBRIGEERE -

Note 3: We have applied the number of shares of the  AfaZ3 : AREREHEZAD LK - AKX

Company in issue as at 30 June 2017, i.e. NER201746 A30H 2 B BT
1,090,001,246 shares, when calculating this 3 A (B11,090,001,2468% IR 7 )
percentage. itE -

Save as disclosed in this interim report, none of ~ FRAH EISR & AR EE & Hb - 702017
the Directors or chief executives or their close ~ F6A30H  BIEEFHHEFITHA
associates had any interests or short positions in S XEF 2 BEHME AT HNARF
any shares and underlying shares and debentures 3k E (E (A MEEHE B 2 (ERIA () - 48
of the Company or any of its associated FBAR{D M(&E5h HA T %

corporations as at 30 June 2017. B
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SHARE OPTIONS

The Company adopted a share option scheme (the
“Scheme”) pursuant to a shareholders’ resolution
passed on 3 December 2006 for the primary
purpose of rewarding eligible participants who
have contributed to the Group and encouraging
eligible participants to work towards enhancing
the value of the Company and its shares for the
Company and its shareholders as a whole. Eligible
participants include directors and employees of
the Group, advisors, consultants, distributors,
contractors, suppliers, agents, customers,
business partners, joint venture business partners,
promoters or service providers of the Company
whom the board of directors of the Group
considers to have contributed or will contribute
to the Group.

Particulars of the Scheme are set out in the
Company’s Annual Report for the year ended 31
December 2016 and Note 17 to the condensed
consolidated financial statements.

On 19 June 2014, the Company offered to grant
share options to a number of eligible participants
to subscribe for up to 80,000,000 shares with
nominal value of HK$0.10 each in the issued
share capital of the Company pursuant to the
Scheme. Among the 80,000,000 share options,
21,200,000 share options were granted to the
executive Directors of the Company.

BmE

RArlz BRETE( &8 )
BRE2016F 12830 @B 7 KE
REEFEM BBRAEZEZEN
EHEEHALEEEMZAERKS
MEWEE A BIK2NE BRAR
AR ARBRG REREEEN
BEMEH EEB2MEREAR
SEEENEERAEEESEER
BEAEBEHBEMIBEAERS
BEMAQTIEER - BAA - DH
oA eR . HER S REBAE
BEBBN BEEBBML B
AR ER -

Zat Bl BEHR AR REHE201645
12A31B I FE 2 FERE REH
A B RERMFET7 o

R2014F6 A19H » A2 AR 1% 7%
B REAETAERBEER
LR UREARADRITH
7K 1 % 280,000,000/ & A T &
010 TLH LD = TSRS R &y
80,000,000/ & 1 # + 21,200,000
DEEECRTARRNITES -
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SHARE OPTIONS (Continued) BREE)

The following table sets out the details of the  T~XRHIHKEEHMZTEERZ
share options under the Scheme during the — EER%#E 2 515 ¢
Review Period:

Outstanding Outstanding

as of as of

Exercise price ~ 1.1.2017 Granted  Exercised Forfeited Expired  30.6.2017

HKS BZ017F  duingthe  duringthe  duringthe  duringthe  BZ2017F

Name Date of grant i 1818 period period period perod  6A30A
4 RiAH Br HAGE  REARY  RERTE  RMBRRK  RERIE  ERGE

Category I: Directors, chief executive and substantial shareholder and their respective associates
£ 83 SRRARREERRREER A HEAL

Fang Jin 1962014 094 5300000 - - - 5300000 -
hikd

Guo Quan Zeng 1962014 094 5300000 - - - 5300000 -
i

Feng Ming Zhu NA NA - - - - - -
b TER TER

Zhang Li 1962014 094 5300000 - - - 5300000 -
2

Total directors 15,900,000 - - - 15900000 -
B2

Category Il: Employees working under continuous contracts (as defined in the Employment Ordinance) other than directors

Bl KBS RERRRISE TRERANTELER

Senior management  19.6.2014 094 47,800,000 - - - 47,800,000 -
EREEE
Total of all categories 63,700,000 - - - 63,700,000 -
Figsehlichy
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SHARE OPTIONS (Continued)

All share options granted on 19 June 2014 have
expired as at 30 June 2017.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES
OR DEBENTURES

Save for the share options granted to the executive
Directors as disclosed in the sub-section headed
“Directors’ and Chief Executives’ Interests and Short
Position in Shares” and the sub-section headed
“Share Options” above, at no time during the six
months ended 30 June 2017 was the Company
or any of its subsidiaries or its holding company or
its fellow subsidiaries a party to any arrangements
to enable the Directors of the Company to acquire
benefits by means of the acquisition of shares in,
or debentures of, the Company or any other body
corporate and save as disclosed in this interim
report, none of the Directors, their spouses or
children under the age of 18, had any rights to
subscribe for securities of the Company, or had
exercised any such rights.

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2017, the following persons (other
than Directors or chief executives of the Company)
had interests or short positions in the shares and
underlying shares of the Company which fall to be
disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or which
were recorded in the register required to be kept
by the Company under section 336 of the SFO:

BREE)

R2014F6 A19B R E M T A B
HER2017F6 A30HEIH -

ESWERORES ZER

BENEERESTBRABZR
MES AR DRI BRE D
AW EMRTEEREOER
SN AN F S E AT B A R &
HERARSKHER RN B AR RE
Z20176 A30H Ik /1@ B 1T fa] B
MABE S ERTHE - BEAD
RIEZA B BREARQR R IME
fib 5 A B 88 89 1R 15 sk 1B 55 DA JE ER R
5 BEBRAREISRE TR E N
MEES  FENRES /BN
THF R ERERNREARQR
HEH A TE TR SER -

EFERR

R2017F6 308 * AN AL (I IE
RAREELZHTHRAE)RAA
AlZ B m RAEERG R A RIEE
% N ERE R DI EXVER B2 B3 B 2
EXAMARRHE » AL AR
N EIBR BB A K HE 1515 553361477
Brisfir ERSsAR
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SUBSTANTIAL SHAREHOLDERS (Continued) FERR(E)

Long positions (Ordinary shares of HK$0.10 ¥ &(XATRSKREE0.10BT2E
each of the Company): BR):

Number of Percentage of

issued ordinary  the issued share

shares/ capital of the

underlying Company as at 30

shares held June 2017 (Note 1)

FEERT  R2017F6A30A

Name of shareholder Capacity LER/ EARFCET
BRR#EA 5% HBRAME REBEDM (Wit1)
Swift Joy Holdings Limited Beneficial owner 403,770,000 37.04%
AERERRA EnlEBA
Right Grand Holdings Limited Beneficial owner 110,568,000 10.14%
EERRBERAT EREEA
Value Partners China Greenchip Fund Limited Beneficial owner 63,106,000 5.79%
ERABA
Value Partners Group Limited Corporate interest 63,990,000 5.87%
BEEEERAA Rl
Note 1: We have applied the number of shares of the ~ Mfit1 - R HZ B D LE - BEHA
Company as at 30 June 2017, i.e. 1,090,001,246 2017466 A30H B E#ITHIARAR]
shares when calculating this percentage %5 2k B - EN1,090,001,246/%
&t

Save as disclosed above, as at 30 June 2017, the B = XX EE & 4N - 720174630
Company had not been notified by any persons B » AR F W EEAE ] A £ (I 3EAR
(other than Directors or chief executives of the ARIEFHESITHAL) MEERN
Company) who had interests or short positions in A2 & i {5 2k 8 B8 ik 17 1 % B 1R 1%
the shares or underlying shares of the Company &% M HI & EHIEXVERE2 535 &
which would fall to be disclosed to the Company — Z{&XBRARFHKE - AL A
under the provisions of Divisions 2 and 3 of the AR AIREZE#H KB KHIE3361%
Part XV of the SFO, or which were recorded in the 7 & Z resk il Az ERSOXE -
register required to be kept by the Company under

section 336 of the SFO.
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CHANGES IN DIRECTORS’ INFORMATION EENERRH

Set out below are changes in information of Directors T &R #& £ T 48 BIZ513.51B(1) &S,
of the Company pursuant to Rule 13.51B(1) of the ~ FIARARIEEHE R EF) -

Listing Rules:

Name of director

BEEHR

Dr. Loke Yu
FE/GMmiE

Mr. Heng Ja Wei Victor
ARMEELE

Details of change

BEHE

Resigned as an independent non-executive director of Kaisa
Health Group Holdings Limited (Stock Code: 876) with effect
from 11 January 2017
BEEERERREEIZERBR AR (MR : 876) 2 BILIE
HITESE - R2017F1 A11RER

Appointed as an independent non-executive director of Hong
Kong Resources Holdings Company Limited (Stock Code:
2882) on 31 May 2017

201765831 B BEZEREBERIERAR AR BRMHHR5R:
2882) 2B IFITES

Appointed as an independent non-executive director of
Zhenro Properties Group Limited (Stock Code: 6158) on 15
December 2017
M2017F12R15ABE T A TR MEESEFR QARG R
9% : 61568) 2 W IFITE S

Resigned as the company secretary and authorised
representative of Minth Group Limited (Stock Code: 425) on
8 February 2018

R2018F2 A8ABHEHESE R R AR (MR - 425) 21
AIME REERE

Resigned as an independent non-executive director of
Winfair Investment Company Limited (Stock Code: 287) on 3
April 2018

M2018F4 ABABHEKEEXFR AR (BN - 287) 278
SMIFRITEF

Appointed as an independent non-executive director of
TC Orient Lighting Holdings Limited (Stock Code: 515) on
6 June 2018

R2018F6 A6 B LT R R 7 MR B R A & (R HK
5% 515) 2 BN IERITE S

Resigned as an independent non-executive director of Daohe
Global Group Limited (Stock Code: 915) on 11 January 2017
R2017F1 AN BB EB MR EE AR QR (RO RE

915) Z B IFITES
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INTERIM DIVIDEND

The Board has decided not to recommend any interim
dividend for the six months ended 30 June 2017 to
preserve cash for the working capital requirements of
the business (2016 interim dividend: Nil).

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

During the six months ended 30 June 2017, neither
the Company nor any of its subsidiaries purchased,
sold or redeemed interest in any of the Company’s
listed securities.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE OF THE LISTING
RULES

To the best knowledge of the Directors, save as
disclosed below, the Company complied with all the
code provisions set out in the Corporate Governance
Code as set out in Appendix 14 of the Listing Rules
during the Review Period.

According to paragraph A.4.2 of Appendix 14 of
the Listing Rules, all directors appointed to fill a
casual vacancy should be subject to election by
shareholders at the first general meeting after
appointment. Every director, including those
appointed for a specific term, should be subject to
retirement by rotation at least once every three years.

Mr. Zhang Li did not retire by rotation since his re-
election as director at the annual general meeting
held on 6 May 2013; Dr. Loke Yu did not retire
by rotation since his re-election as director at the
annual general meeting held on 6 May 2013; Mr.
Wang Jing Zhong did not retire by rotation since his
re-election as director at the annual general meeting
held on 6 May 2013; Mr. Fang Jin did not retire
by rotation since his re-election as director at the
annual general meeting held on 14 May 2014; Mr.
Guo Quan Zeng did not retire by rotation since his
re-election as director at the annual general meeting
held on 14 May 2014; Mr. Wang Jian Zhang did not
retire by rotation since his re-election as director at
the annual general meeting held on 14 May 2014.
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EEFERETHEE2017F6A30
A 18 A 23k T ) R B AR
B MmRBESEMNERNEE
B FRK(Q016FFHRE ) -

BE - HEIEEFES

7 B 2201796 A30H 1k /X & A
W - ARRR A AR E A R
BE HERBRRARFEML
MR ©

B EHHRAGEERTA

BEEMRE  BRTXHMBRBE
5h - ARRNEEBHE 8T LM
SRR S4BT B B A 7 RO AT
BRI °

RIE ET AR RIFIEX1455A.4.26% - BT
BEZTNERBEEHRNESY
BEREZAIENEEBRERS L&
SARNRREIRR - FUEE(RIE
WIS THEREE)BEELE=F
WERE—IR -

SR B SE A A2013F5 A6 H BITHI AL
REAFASERAEEEITAGRE
BT BB R2013F5A6H
BITHRFBFREERAESR®R
WARBRFERT  THAKER2013
F5AGHBITHREAF AT EHIR
BEERIYARBREREI: FaitE
R2014F5 R148 BT R E R F
AEERRESTRITRGHERE
SRR 4% 5 20145 148 8B 1T
WRRAFASERAEEET X
b B R B E K ER201455
AU4RRTHRIBFRAEEES
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COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE OF THE LISTING
RULES (Continued)

The said Directors did not retire by rotation in
accordance with paragraph A.4.2 of Appendix 14 of
the Listing Rules because no annual general meeting
has been held by the Company since 14 May 2014.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS OF LISTED
ISSUERS

The Company has adopted the Model Code for
Securities Transactions by Directors of Listed Issuers
as set out in Appendix 10 to the Listing Rules (the
“Model Code”). Having made specific enquiries of all
Directors, the Directors confirmed to the Company
that all Directors have complied with the required
standard as set out in the Model Code throughout
the six months ended 30 June 2017.

AUDIT COMMITTEE

As at the date of this interim report, the Audit
Committee comprises four independent non-
executive Directors, namely, Dr. Loke Yu, Mr. Wang
Jing Zhong, Mr. Wang Jian Zhang and Mr. Heng Ja
Wei Victor. The Audit Committee has reviewed with
the management the unaudited financial information
and interim report of the Company for the six months
ended 30 June 2017 before they presented the
same to the Board for approval.

SUSPENSION OF TRADING

Trading in the shares of the Company on the Stock
Exchange has been suspended with effect from
9:00 a.m. on 26 March 2015. For further details,
please refer to the “Management Discussion and
Analysis” section of the Company’s annual report for
the year ended 31 December 2016 and Note 3(d)
of the consolidated financial statements as set out
in the Company’s annual report for the year ended
31 December 2014.

RN ART B2014F5 148 Y
FEBRABRREFARE  AMREE
HIRAIMER145EA 428 - FitESE
RERFEIRE -

EHRTAESETESRSNE
eS|

AN F) B RN TR A F S 0FTEL
(ETBTABEREITELLHMIZ
AESPRID ([TRESFAI]) « &M RE
EEHBTERE  EESER
2R E ENH 2201796 A30H It
7N A B B ST AZE ST Al AT AR E BAZ

# o

EREES

RARERERE  BEZEE8EH
MY %8 3 JE 1T E B (BD e g AR 1S
T+ THELE TRERERA
RUELE)VAK - BRLZEEHRAE
EEABEEHARQREZE2017F
6 A30H IE/ A ARG EZIMTEE

BRmBfE EMRE2EESN
Ik -
gEx5

AT 8201563 A26H 49
BERBIMEERS - GRIE—
FEHIE - BAREAAREZ2016F
12A31HLFEZFERE[ER
[t am R AT | — 8 RSN AR A 7]
HE2014F12R31HILFEZFE
s AR A B SRR M EES(d) °
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SUSPENSION OF TRADING (Continued)

As mentioned in the Company’s announcement
dated 1 August 2018, the Stock Exchange notified
the Company on 27 July 2018 that an additional
condition would apply before the grant of any
request by the Company for the resumption of
trading of the shares in the Company, being the
Company’s demonstration that the Directors meet
the standard of competence commensurate with
their position as directors of a listed issuer to fulfill
duties of skill, care and diligence as required under
Rule 3.08 of the Listing Rules.

For further details of the additional resumption
condition and the status of fulfilment of the
initial resumption conditions, please refer to the
announcement of the Company dated 1 August
2018.
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