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The Company is a public limited company incorporated and
registered as an exempted company with limited liability in the
Cayman Islands under the Companies Law (2001 Second
Revision) Chapter 22 of the Cayman Islands on 20 July 2006 and
its shares have been listed on the Mainboard of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) with
effect from 21 December 2006. The address of the registered
office and principal place of business of the Company are
disclosed in the corporate information section of the annual report.

The Company acts as an investment holding company. The
principal activities of the Company’s subsidiaries are set out in the
note 33.

The Group’s consolidated financial statements are presented in
Renminbi (“RMB”) which is also the functional currency of the
Company.

Under a group reorganisation scheme to rationalise the structure
of the Group in preparation for the listing of the Company’s shares
(the “Group Reorganisation”) on the Stock Exchange, the
Company became the holding Company of the Group on 31 July
2006.

The principal steps of the Group Reorganisation were as follows:

(1)  On 31 July 2006, the ultimate beneficial owners, namely Mr.
Fang Jin, Mr. Lin Chao and Mr. Guo Quan Zeng, and the
Company entered into the Sale and Purchase Agreement
pursuant to which Mr. Fang Jin, Mr. Lin Chao and Mr. Guo
Quan Zeng transferred the entire issued share capital of Great
Speed Enterprises Limited (“Great Speed”), to the Company
in consideration of () the Company allotting and issuing
33,433 shares, 14,970 shares and 1,497 shares, credited as
fully paid, to Swift Joy Holdings Limited (“Swift Joy”), Right
Grand Holdings Limited (“Right Grand”) and Cheer View
Holdings Limited (“Cheer View”) respectively at the direction
of the ultimate beneficial owners and (i) the Company
assuming the obligations of Mr. Fang Jin under the
promissory note as a result of which the Company owes
Great Speed US$49,999.
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(2) The consolidated income statements and the consolidated
cash flow statements include the income statements and
cash flow statements of the companies comprising the Group
as if those companies had been wholly owned controlled
entities of Great Speed since 1 January 2005, or since their
dates of incorporation. The balance sheets as at 31
December 2005 have been prepared to present the assets
and liabilities of the Group as if the current structure had been
in existence.

The Group resulting from the above mentioned Group
Reorganisation is regarded as a continuing entity. Accordingly, the
financial statements of the Group have been prepared using the
principles of merger accounting.

In the current year, the Group has applied, for the first time, a
number of new amendments and interpretations issued by the
International Accounting Standards Board (the “IASB”) and the
International Financial Reporting Interpretations Committee (the
“IFRIC”) of the IASB which are either effective for accounting
periods beginning on or after 1 December 2005 or 1 January
2006. The adoption of these new standards, amendments and
interpretations had no material effect on how the results and the
financial position for the current or prior periods have been
prepared and presented. Accordingly, no prior year adjustment
has been required.
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The Group has not early applied the following new standards,
interpretations and amendments that have been issued but not yet
effective. The directors of the Group anticipate that the application
of these standards, interpretations or amendments will have no
material impact on the financial position and results of the Group.

IAS 1

(Amendment)

IFRS 7

IFRS 8

IFRIC 7

IFRIC 8

IFRIC 9

IFRIC 10

IFRIC 11

IFRIC 12

Capital disclosures!
Financial instruments: Disclosures’
Operating segments?

Applying the restatement approach under
IAS 29 Financial Reporting in
Hyperinflationary Economies®

Scope of IFRS 24

Reassessment of embedded derivatives®

Interim financial reporting and impairment®

IFRS 2: Group and treasury share transactions’

Service concession arrangements®

L Effective for annual periods beginning on or after 1 January 2007.

2 Effective for annual periods beginning on or after 1 January 2009.

8 Effective for annual periods beginning on or after 1 March 2006.

& Effective for annual periods beginning on or after 1 May 2006.

8 Effective for annual periods beginning on or after 1 June 2006.

@ Effective for annual periods beginning on or after 1 November 2006.

g Effective for annual periods beginning on or after 1 March 2007.

g Effective for annual periods beginning on or after 1 January 2008.
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The consolidated financial statements have been prepared under
the historical cost convention except for certain financial
instruments which are measured at fair values and in accordance

with accounting policies as set out below which confirm with IFRS.

In addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited and
Hong Kong Companies Ordinance. The principal accounting
policies adopted are as follows:

The consolidated financial information incorporates the financial
information items of the Company and entities controlled by the
Company (its subsidiaries). Control is achieved where the
Company has the power to govern the financial and operating
policies of any entity so as to obtain benefits from its activities.

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

All significant intra-group transactions and balances have been
eliminated on consolidation.

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

Sales of goods are recognised when goods are delivered and title
has passed.

Revenue from the sales of goods is recognised when all the
following conditions are satisfied:

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

e the Group retains neither continuing managerial involvement
to the degree usually associated with ownership nor effective

control over the goods sold;

e the amount of revenue can be measured reliably;
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e jtis probable that the economic benefits associated with the
transaction will flow to the entity; and

e the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Interest revenue

Interest revenue is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable,
which is the rate that exactly discounts estimated future cash
receipts through the expected life of the financial asset to that
assets’ net carrying amount.

Processing income
Processing income is recognised when processing services are
provided.

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risk and rewards of ownership to
the lessee. All other leases are classified as operating leases.

Rentals payable under operating leases are charged to the
consolidated income statement on a straight-line basis over the
period of the relevant leases. Benefits received and receivable as
an incentive to enter into an operating lease are recognised as a
reduction of rental expense over the lease term on a straight-line
basis.

Property, plant and equipment, other than construction in
progress, are stated at cost less subsequent accumulated
depreciation and accumulated impairment loss.

Construction in progress represents property, plant and
equipment in the course of construction for production or for its
own use purposes. Construction in progress is carried at cost less
any recognised impairment loss. Construction in progress is
classified to the appropriate category of property, plant and
equipment when completed and ready for intended use.
Depreciation of these assets, on the same basis as other property
assets, commences when the assets are ready for their intended
use.
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An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss on
derecognition of the asset (calculated as the difference between
the net disposal proceeds and the carrying amount of the asset) is
included in the consolidated income statement in the year in which
the item is derecognised.

Depreciation is provided to write off the cost of assets, other than
construction in progress, over their estimated useful lives, after
taking into account their estimated residual value, if any, using the
straight-line method.

Borrowing costs are recognised as an expense in the period in
which they are incurred.

Inventories are stated at the lower of cost and net realisable value.
Cost comprises direct materials and, where applicable, direct
labour costs and those overheads that have been incurred in
bringing the inventories to their present location and condition,
and is calculated using the weighted average method. Net
realisable value represents the estimated selling price less the
estimated costs of completion and costs to be incurred in
marketing, selling and distribution.

The cost of land use rights is amortised to the consolidated
income statement on a straight-line basis over the period for which
the relevant land use right has been granted.

Intangible assets are measured initially at cost. After initial
recognition, intangible assets with finite useful lives are carried at
cost less accumulated amortisation and any accumulated
impairment losses. Amortisation is provided on a straight-line basis
over their estimated useful lives.
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An intangible asset is derecognised upon disposal or when no
future economic benefits are expected to arise from its continued
use. The gain or loss arising from the derecognition of an
intangible asset shall be determined as the difference between the
net disposal proceeds, if any, and the carrying amount of the
asset. It shall be recognised in profit or loss when the asset is
derecognised.

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

An internally-generated intangible asset arising from development
expenditure is recognised only if all of the following conditions are
met:

e anasset is created that can be identified;

e jtis probable that the asset created will generate future
economic benefits; and

e the development cost of the asset can be measured reliably.

Where no internally-generated intangible asset can be recognised,
development expenditure is recognised as an expense in the
period in which it is incurred.

At each balance sheet date, the Group reviews the carrying
amount of its tangible and intangible assets to determine whether
there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent
of the impairment loss (if any). Where it is not possible to estimate
the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the cash-generating unit to
which the asset belongs.
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Recoverable amount is the higher of fair value less cost to sell and
value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset.

If the recoverable amount of an asset (or cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount
of the asset (or cash-generating unit) is reduced to its recoverable
amount. Impairment losses are recognised as expense
immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset
(or cash-generating unit) in prior years. A reversal of an impairment
loss is recognised as income immediately.

Financial assets and financial liabilities are recognised on the
consolidated balance sheet when a group entity becomes a party
to the contractual provisions of the instrument. Financial assets
and financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition or
issue of financial assets and financial liabilities (other than financial
assets and financial liabilities at fair value through profit or loss) are
added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial
assets or financial liabilities at fair value through profit or loss are
recognised immediately in profit or loss.
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Financial assets
The accounting policies adopted in respect of the Group’s
financial assets are set out as follows:

Trade and notes receivables/other receivables and deposits/
amounts due from related parties/bank balances/promissory notes

Trade and notes receivables, other receivables and deposits and
amounts due from related parties, bank balances and promissory
note are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They are
measured at initial recognition at fair value, and subsequently
measured at amortised cost using the effective interest method,
less any appropriate allowances for estimated irrecoverable
amounts. Appropriate allowances for estimated irrecoverable
amounts are recognised in profit or loss when there is objective
evidence that the asset is impaired. The allowance recognised is
measured as the difference between the asset’s carrying amount
and the present value of the estimated future cash flows
discounted at the effective interest rate computed at initial
recognition. The allowance is reversed in subsequent periods
when an increase in the asset’s recoverable amount can be
related objectively to an event occurring after the allowance was
recognised, subject to a restriction that the carrying amount of the
asset at the date the allowance is reversed does not exceed what
the amortised cost would have been had the allowance not been
recognised.

Financial liabilities and equity

Financial liabilities and equity instruments are classified according
to the substance of the contractual arrangements entered into and
the definitions of a financial liability and an equity instrument. An
equity instrument is any contract that evidences a residual interest
in the assets of the Group after deducting all of its liabilities. The
accounting policies adopted in respect of financial liabilities and
equity instruments are set out below.
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Financial liabilities and equity (Continued)

Convertible bonds

Convertible bonds designated as at fair value through

profit and loss

Convertible bonds comprised of the host debt instrument and the
embedded derivatives issued by the Group are designated as
financial liabilities at fair value through profit or loss on initial
recognition. At each balance sheet date subsequent to initial
recognition, the entire convertible bonds are measured at fair
value, with changes in fair value recognised directly in profit or loss
in the period in which they arise.

Transaction cost that are directly attributable to the issue of the
convertible bonds designed as financial liabilities at fair value
through profit or loss are recognised immediately in profit or loss.

Convertible bonds with liability and equity components
Convertible bonds issued by the Group that contain both the
liability and conversion option components are classified
separately into respective items on initial recognition. A conversion
option which will be settled by the exchange of a fixed amount of
cash or another financial asset for a fixed number of the Group’s
own equity instruments, is an equity instrument.

On initial recognition, the fair value of the liability component is
determined using the prevailing market interest rate of similar non-
convertible debts. The difference between the proceeds of the
issue of the convertible bonds and the fair value assigned to the
liability component, representing the conversion option for the
holder to convert the loan notes into equity, is included in equity
(convertible bonds reserve).

In subsequent periods, the liability component of the convertible
bonds is carried at amortised cost using the effective interest
method. The equity component, represented by the option to
convert the liability component into ordinary shares of the Group,
will remain in convertible bonds equity reserve until the conversion
option is exercised (in which case the balance stated in convertible
bonds reserve will be transferred to share premium). Where the
option remains unexercised at the expiry date, the balance stated
in convertible bonds reserve will be released to the accumulated
profits. No gain or loss is recognised in profit or loss upon
conversion or expiration of the option.
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Financial liabilities and equity (Continued)

Convertible bonds (Continued)

Convertible bonds with liability and equity components (Continued)
For modification of terms being accounted for as an
extinguishment, any costs or fees incurred are recognised as part
of the gain or loss on the extinguishment and charged to profit and
loss.

Other financial liabilities

Trade and notes payables, other payables, amounts due to related
parties, dividend payables and bank loans are initially measured at
fair value, and are subsequently measured at amortised cost,
using the effective interest method.

Equity instruments
Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are transferred
and the Group has transferred substantially all the risks and
rewards of ownership of the financial assets. On derecognition of a
financial asset, the difference between the asset’s carrying amount
and the sum of the consideration received or any new asset
obtained and the cumulative gain or loss that had been recognised
directly in equity is recognised in consolidated income statement.

Financial liabilities are derecognised when the obligation specified
in the relevant contract is discharged, cancelled or expires. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid including other liabilities
assumed is recognised in consolidated income statement.

Income tax expense represents the sum of the tax currently
payable and deferred tax.
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The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
income statement because it excludes items of income or expense
that are taxable or deductible in other years and it further excludes
items that are never taxable and deductible. The Group’s liability
for current tax is calculated using tax rates that have been enacted
or substantively enacted by the balance sheet date.

Deferred tax is recognised on differences between the carrying
amount of assets and liabilities in the financial statements and the
corresponding tax base used in the computation of taxable profit,
and is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all taxable
temporary differences and deferred tax assets are recognised to
the extent that it is probable that taxable profit will be available
against which deductible temporary differences can be utilised.
Such assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition of
other assets and liabilities in a transaction which affects neither the
taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all
or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the asset is realised or the liability is
settled. Deferred taxation is charged or credited to the
consolidated income statement, except when it relates to items
credited or charged directly to equity, in which case the deferred
taxation is also dealt with in equity.

Government grants in the form of incentive payment are
recognised as income and reported separately as “other income”
when the government’s approval of grant is unconditional.

Government grants related to new products research costs are
recognised in the consolidated income statement over the period
necessary to match them with the related costs and deducted in
reporting the related expenses.
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For the year ended 31 December 2006
BHE_ZZ\F+-_A=+—HLFE

Payments made to defined contribution retirement plans are
charged as expenses as they fall due.

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional currency
of that entity (foreign currencies) are recorded in the respective
functional currency at the rates of exchanges prevailing on the
dates of the transactions. At each balance sheet date, monetary
items denominated in foreign currencies are re-translated at the
rates prevailing on the balance sheet date. Non-monetary items
that are measured in terms of historical cost in a foreign currency
are not re-translated.

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in profit
or loss in the period in which they arise.

Equity-settled share-based payment transactions

Share options granted to employees

The fair value of services received determined by reference to the
fair value of share options granted at the grant date is expensed
on a straight-line basis over the vesting period with a
corresponding increase in equity (share option reserve).

At each balance sheet date, the Group revises its estimates of the
number of options that are expected to ultimately vest. The impact
of the revision of the estimates, if any, is recognised in profit or
loss, with a corresponding adjustment to share options reserve.

At the time when the share options are exercised, the amount
previously recognised in share option reserve will be transferred to
share premium. When the share options are forfeited after the
vesting date or are still not exercised at the expiry date, the
amount previously recognised in share option reserve will be
transferred to accumulated profits.
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For the year ended 31 December 2006
BHE_ZZ\F+-_A=+—HLFE

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable that the
Group will be required to settle that obligation. Provisions are
measured at the directors’ best estimate of the expenditure
required to settle the obligation at the balance sheet date and are
discounted to present value where the effect is material.

The Group’s activities expose it to a variety of financial risks. They
are mainly market risk, credit risk and liquidity risk. Details of the
policies on how to mitigate these risks are set out below.
Management manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and effective
manner.

Fair value interest rate risk

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

Foreign currency risk

Foreign currency risk refers to the risk that movement in foreign
currency exchange rate which will affect the Group’s financial
results and its cash flows. Although the Group has certain bank
balances and bank loans denominated in USD, JPY and HKD, the
proportion of these foreign currency balances to the group’s total
assets is insignificant. The Group has convertible bonds,
denominated in USD and the terms of conversion are fixed
between RMB and USD on 15 September 2006, and thus no
hedging arrangement of foreign currency risk has been entered
into. Furthermore, the Group carries out majority of its transactions
in RMB and accordingly, the Group is not exposed to any
significant foreign currency risk.
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For the year ended 31 December 2006
BHE_ZZ\F+-_A=+—HLFE

The Group’s credit risk primarily relates to the Group’s bank
balances and cash, trade and notes receivables, and other
receivables. The maximum exposure to credit risk in the event that
the counterparties fail to perform their obligations as at end of the
financial year in relation to each class of recognised financial
assets is the carrying amount of those assets as stated in the
balance sheet. At 31 December 2006, approximately 49% (2005:
44%) of the total trade receivables was due from the Group’s ten
largest customers. In order to minimise the risk, management of
the Group closely monitors overdue debts. The recoverable
amount of each individual debt is reviewed at each balance sheet
date and adequate allowance for doubtful debts has been made
for irrecoverable amounts. In this regard, the directors of the
Group consider that credit risk associated with the Group’s trade
and notes receivable, and other receivables is significantly
reduced.

The credit risk on bank balances is minimal because the
counterparties are banks with high credit-rating.
The Group’s concentration of credit risk by geographical location

is mainly in the PRC.

The Group is exposed to minimal liquidity risk as the Group closely
monitors its cash flow position.
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For the year ended 31 December 2006
HE_ZTRF+_A=+—HIFE

The Group is currently engaged in providing its products to two
classes of customers, namely, own-brand name products

business and original equipment manufacturer (“OEM”) business.

The Directors of the Company regard these segments as the
primary source of the Group’s risks and returns.

Segment information about these businesses is presented as
follows:

Year ended 31 December 2006

AEBREERAMERPRHEHEE
m RPN A: Qﬁuuhﬁﬁuu%ﬁ&
BERIER ([OEM]) Eif- AR
E’J§$ub7%.u§“*57%$‘§@ﬂ’7ﬂ

K Wzs

BRZSEHHNI A

2 EER R

BRI 25T

BE_BEAFT-A=T-HLHF

54

Own-brand

name products

Turnover EER
Segment results DEREE
Unallocated income R BEWA
Unallocated expenses RABEFSE
Change in fair value of convertible bonds &z AFE&T A
designated as at fair value through Bmikz
profit or loss —Hﬁ’ﬂﬁﬁ%ﬁ
UNSSEE-E)
Convertible bonds issue expenses ARG S
BITHAX
Finance costs BhE R AR
Profit before taxation PR A& A
Income tax expense gt
Profit for the year F A

business
BEmE
Em¥ER
RMB’000
ARET T

620,132

174,188

OEM

business Consolidated
OEM 7% we
RMB’000 RMB’000
ARET T AR¥T
316,173 936,305
66,292 240,480
24,535

(70,891)

(8,495)

(2,240)

(8,487)
174,902

(14,711)
160,191
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For the year ended 31 December 2006
BHE_ZZ\F+-_A=+—HLFE

Year ended 31 December 2006 (Continued) BE-ZZXRF+-A=1+—HL#F
E (&)
Balance sheet EEAEBER
Own-brand
name products OEM
business business Consolidated
BEERE
ERER OEM¥#% wE
RMB’000 RMB’000 RMB’000
AR¥TT AR¥TT AR¥TFT
Assets and liabilities EEREE
Segment assets DEEE 144,943 149,467 294,410
Unallocated corporate assets RO AREE 862,429
Consolidated total assets REEBERE 1,156,839
Unallocated corporate liabilities KPR ARIAE 321,116
Own-brand Assets in
name products OEM common Consoli-
business business use dated
BERE
ER¥¥ OEM%XH HAEE Re
RMB’000 RMB’000 RMB’000 RMB’000
ARETRT AR¥TR ARETT AR®¥Tx
Other information Hpgs
Capital addition EINER 3,591 5,961 28,936 38,488
Depreciation of property, plant mE-BE K
and equipment RETE 3,105 2,662 8,502 14,269
Allowance for trade and other B FIE R E
receivables fib FEM SR IE 3 650 - - 650
Write-off of receivables JRE M5 SRR A 5E - 1,995 - 1,995
Impairment loss on property, plant M- B KR
and equipment WERE 156 370 - 526
Amortisation of intangible assets B EERE - - 179 179
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For the year ended 31 December 2006
BHE_ZZ\F+-_A=+—HLFE

Year ended 31 December 2005

Turnover
Segment results

Unallocated income
Unallocated expenses
Finance costs

Profit before taxation
Income tax expense

Profit for the year

Assets and liabilities

Segment assets
Unallocated corporate assets

Consolidated total assets

Unallocated corporate liabilities

e g
DERFEE

A BECHA
ADEHX
BE R

B At A
SR 32

RE A

BERAE

DREE

AR RREE
mEBERE
AR rREE

BHE

&

Own-brand
name products
business
BAmh#
EmER
RMB’000
ARET T

468,935

101,325

Own-brand
name products
business

B A mhE
EmER
RMB’000
ARET T

107,115

TEERF+_A=1+—HIF

OEM

business Consolidated
OEMZET% e
RMB’000 RMB’000
AREET T AREET T
238,057 706,992
44,036 145,361
4,419
(33,626)
(4,490)

111,664
(8,344)

103,320

OEM

business Consolidated
OEMZET% e
RMB’000 RMB’000
AREET T AREET T
128,844 235,959
116,134

352,093

149,889
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For the year ended 31 December 2006
BHE_ZZ\F+-_A=+—HLFE

Year ended 31 December 2005 (Continued)

Own-brand
name products
business
BEmE
Em¥EH
RMB’000
ARETIT
Other information Hip g
Capital addition EINER 11,894
Depreciation of property, plant ER S
and equipment e 1,933
Allowance (reversal of allowance) FEWE S5 RIE R E A
on trade and other receivables FEUGRIAEHE (R EE) (597)
Impairment loss on property, plant EN =Y
and equipment ZRERE 392
Loss on disposal of property, plant HEME BE R&E
and equipment pd 5= =
Amortisation of intangible assets B EERE =

Note: The nature of the products, the production processes and the
method used to distribute the products to these two classes of
customers are similar. The Group’s production facilities and
inventories are located in the People’s Republic of China (the
“PRC”). These two classes of customers utilise the Group’s
resources in a similar manner. Accordingly, the only separable
assets are certain items of property, plant and equipment,
inventories and trade and notes receivables for these customers.

Analysis of the Group’s turnover and results as well as analysis of
the Group’s carrying amount of segment assets and additions to
property, plant and equipment and intangibles by geographical
market have not been presented as they are substantially
generated from or situated in the PRC.
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= (&)

Assets in

OEM common
business use Consolidated
OEMEZ7% HHEE e

RMB’000 RMB’000 RMB’000
ARETT AR®TT ARETR

4,636 11,736 28,266
1,413 5,640 8,986
2,005 436 1,844
118 = 510
= 9 9

- 115 115
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For the year ended 31 December 2006
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Interest income
Exchange gain

Sale of scrap material
Processing income
Others

Interest on bank borrowings

Interest on discounted notes receivables
(without recourse)

Effective interest on convertible bonds

The charge comprises:
— PRC enterprise income tax
— Underprovision in prior year

— Deferred tax (note 16)

FLBYA

b 5 Wam
SHE FIRRL
InTUA
Htb

RITIEFAE

IR U FIE
(L8 WHE)

AR BERFE

X BE:
— P REEMAEHR
—E—FERBETR

—IRIERIR (Hzt16)

2006
—EEXRF
RMB’000
AR®T

12,078
3,596
2,048
4,559
2,254

24,535

2006
—EEXRF
RMB’000
AR¥T

3,733

94
4,660

8,487

2006
—EEAF
RMB’000
ARMTR

15,052
58

15,110
(399)

14,711

2005
—ELTRF
RMB’000
ARBTIT

244

811
2,326
1,038

4,419

2005
—ETRF
RMB’000
ARBTIT

4,362

128

4,490

2005
—ETRF
RMB’000
ARET T

8,697

8,697
(353)

8,344
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For the year ended 31 December 2006
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Scud Electronics and Scud Battery are foreign investment
enterprises located in Mawei District, Fuzhou, Fujian Province,
PRC. Scud Shenzhen is a foreign investment enterprise located in
Shenzhen, PRC. Mawei District and Shenzhen are designated as
an Economic Development Zone. Accordingly, Scud Electronics,
Scud Battery and Scud Shenzhen are subject to an income tax
rate of 15%.

Pursuant to PRC Law of Income Tax of Foreign Investment
Enterprises and Foreign Enterprises, Detailed Rules and
Regulations for the Implementation of PRC Law of Income Tax of
Foreign Investment Enterprise and Foreign Enterprises and the
approval document #AFH B FLE [2003] 725% issued by Fuzhou Tax
Bureau Branch on 15 May 2003, Scud Electronics is entitled to
exemption from PRC enterprise income tax for two years
commencing from its first profit-making year of operation to a 50%
relief from PRC enterprise income tax for the next three years.
Scud Electronics started to enjoy the tax exemption from 2002
and the tax relief period from 2004. A reduced enterprise income
tax rate of 7.5% therefore applies from 2004 to 2006. No provision
for enterprise income tax has been made for Scud Battery and
Scud Shenzhen as Scud Battery and Scud Shenzhen did not have
assessable profits since their respective dates of establishment.

No provision for Hong Kong Profits Tax has been made in the
consolidated financial statements as the Group’s profits were
neither arisen in nor derived from Hong Kong during both years,
and Scud Group (Hong Kong) Company Limited incurred a tax
loss during the year.
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For the year ended 31 December 2006
HE_ZTRFET_A=T—HILFE

Income tax expense for the year is reconciled to the profit before
taxation per the consolidated income statement as follows:

Profit before taxation

Tax at income tax rate of 15%

Tax effect of expenses not deductible
for tax purposes

Tax effect of income not taxable
for tax purposes

Underprovision in prior year

Tax effect of tax losses not recognised

Effect of concessionary rate granted to
the PRC subsidiaries

Income tax expense for the year

B A Bt A

BT S T &15% 5t ER1E
AR A RIS &

BERFRWARNTR S &

E—FERETR

RERRRBROR G E
hEMBARERRRER

&
REFZHEHFAX

RERa W &R N FRPTEH R X HEER
AT MR SIREA T :

2006 2005
ZBEAEF —EERE
RMB’000 RMB’000
ARMTFRE  ARMTR

174,902 111,664
26,235 16,750
5,338 352
(2,155) _
58 _

97 20
(14,862) (8,778)
14,711 8,344
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For the year ended 31 December 2006
HE_ZTRFET_A=T—HILFE

Profit for the year has been arrived at
after charging:

Directors’ remuneration (note 10)
Other staff costs
Other staff retirement benefits scheme
contributions
Less: Staff costs included in research
and development costs

Auditors’ remuneration

Depreciation

Less: Depreciation included in research
and development costs

Amortisation of intangible assets
(included in administrative expenses)
Loss on disposal of property, plant
and equipment
Research and development cost
(net of government grant of
RMB1,273,000 (2005: RMB999,000))

Release of prepaid lease payments

Operating lease rentals in respect of land
and buildings

Allowance for trade and other receivables

Write-off of receivables

Impairment loss on property, plant
and equipment

Write-off of intangible assets

Net exchange loss

Cost of inventories recognised as
an expense

Listing expense

and after crediting:

Interest income
Net exchange gain
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H 8 TR
Hith B THRIKEFIHEIE R

B ET AR H) B TR

ZEE BN
e
B ET AR BRI E
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ER%

WHEFHA

MEHA
PEE 3 W e 9 AR

2006
—EEAF
RMB’000
ARMTR

736
42,672

1,455
(3,487)
41,376

1,750
14,269

(2,598)
11,671

179

12,635
146

4,161

650
1,995

526
284

695,825
7,699

12,078
3,596

2005
—ETRF
RMB’000
ARET T

394
28,684

637

(3,068)
26,647

1,150
8,986

(1,667)
7,319

115

6,697

2,502

1,844

510

283

569,713

244



For the year ended 31 December 2006
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Details of emoluments paid by the Group to the Directors are as REBRESIAOHFIEBEOT:
follows:

Guo Li Heng Wang Wang Total

Fangdin  Lin Chao Quan Zeng Hui Qiu Kwoo Seng Jing Zhong JianZhang ~ Ho Man 2006
yik3 iyl EEY e ik IR IgE ES h
RMB'O00  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETL  ARETT ARETR ARETT ARETn ARETT ARETR ARETR ARETR

Fees ik - - 14 6 4 5 5 - 34
Other emoluments At
Salaries and other HeRAEM
benefits il 159 139 260 139 - - - - 697
Retirement benefits RINERIG 2]
schemes contributions 3 2 1 1 1 - - - - 5
Total emoluments ams 161 140 215 146 4 5 5 - 736
Guo Chen Total
Fang Jin Lin Chao Quan Zeng Guo He 2005
kA i R BREIA st

RMB'000 RMB’000 RMB’000 RMB'000 RMB’000
ARETE AR%TR ARETT ARKTR ARETR

Fees e - - - - -
Other emoluments Hioii e
Salaries and other benefits 5o REAER 133 117 117 22 389
Retirement benefits RIREHFTBIE R
schemes contributions 2 1 1 1 5
Total emoluments Zie 135 118 118 23 394
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For the year ended 31 December 2006
BHE_ZZ\F+-_A=+—HLFE

The five highest paid individuals included two Directors (2005: HEZZ"F+_A=1+—HLF
three) for the year ended 31 December 2006, details of whose E hAftEaH ATBERE (ZEE

emoluments are included above. The emoluments of the remaining A =ZR)ER BEZHEFBIHR
three (2005: two) individuals for the year ended 31 December EX-BEZEE R F+A=+—8
2006 are as follows: IEFE - EHBR =% (CTZhF MA)

ATHBEST:

2006 2005

—EEXE ZEERF

RMB’000 RMB’000

AR®T ARETIT

Employees 3=
— salaries and other benefits — e MEAEF 1,350 676
— retirement benefits scheme contributions ~ — iRAKEFIFHEIHEER 5 2
1,355 678
The emolument of each individual during both years was less than RAEEEAN g8 ATHHEE DR
RMB1,000,000. AR #1,000,0007T°
During both years, no emoluments were paid by the Group to the RAEFEEA AEERERNREES
five highest paid individuals (including directors and employees) as FAT (BREFRIES) IR
an inducement to join or upon joining the Group or as & EARSI MARSEE S MAREE
compensation for loss of office. None of the Directors has waived Fr A 22 Sl R R O E - A R &
any emoluments during both years. FEN BEESHETMNMHE-
No dividends has been paid or declared by the Company since its AN A B E A SLIA R I £ R {8k
incorporation. However, for the year ended 31 December 2006, EIREMRE AT REZEZZTER
dividends of RMB30,744,000 were declared and paid to the then F+-_A=+—HLFEAN BEREE
shareholders prior to the Group Reorganisation (2005: nil). B EHAT ERRRE IR KRGS
AR#30,744,0007T (ZEZTAEF:

&)

SCUD Group Limited REREBER X F



For the year ended 31 December 2006
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The calculation of the basic and diluted earnings per share
attributable to the equity holders of the Company is based on the
following data:

AAE A ARG EARERN L
SBRMBBRATEEAE:

Earnings

B

HESREARFIN AT
(AR AERS AR
R

AR REE A B B
-z

ARBRESZNERANE

Earnings for the purposes of basic earnings
per share (profit for the year attributable
to the equity holders of the Company)

Effect of dilutive potential ordinary shares:

Effective interest on convertible bonds

Change in fair value of convertible bonds BATFERABRER
designated as at fair value through MR ES N THEE
profit or loss

Number of shares R EE

AHEESRERBN TR
It

Weighted average number of ordinary
shares for the purposes of basic earnings
per share

Effect of dilutive potential ordinary shares: BETEEENL BN

S 40 .
Fa:

Convertible bonds AR ES
Share options AR

Weighted average number of ordinary EEREERT TR
shares for the purposes of diluted IniE 58

earnings per share

For both 2005 and 2006, the calculations of basic earnings per
share are based on 600,000,000 shares in issue on the
assumption that the issue of such shares of the Company upon
the Group Reorganisation had been completed on 1 January
2005.

2006 2005
—BEAF —EERE
RMB’000 RMB’000
ARBFTE  ARETT
160,191 86,336
4,660 _
8,495 _
173,346 86,336
2006 2005
—EBRF —ETRHE
’000 ‘000
AT 5T AT ET
607,835 600,000
87,395 N/A
167 N/A

695,397 600,000

RoEERER -TTNRE FRER
B TREREEEHEARREN =
TERF—A—HENBITZERD
#7600,000,000 %A% 1D 515
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For the year ended 31 December 2006
BHE_ZZ\F+-_A=+—HLFE

Electronic
equipment, Construction
furniture and Motor Plant and in
fixtures vehicles  machinery Moulds progress Total
BT
BRREE RE  BERME A ERIE L

RMB'000 RMB'000 RMB’000 RMB'000 RMB'000 RMB'000
ARETL  ARBTR ARETRT ARETR ARETR ARETR

COST KA
At 1 January 2005 RZERRE—A

—H 22,431 1,940 11,397 - 11,959 47,727
Additions RE 5,349 125 1,286 15,102 6,364 28,226
Transfer L 11,027 - 932 - (11,959) -
Disposals & (50) = = = = (50)
At 31 December 2005 RZESRE+ZR

=1+-H 38,757 2,065 13,615 15,102 6,364 75,903
Additions RE 1,276 4,079 23,395 3,482 4,602 36,834
Transfer L3 406 - 8,060 1,500 (9,966) -
At 31 December 2006 RZBERETZA

S=E 40,439 6,144 45,070 20,084 1,000 112,737
ACCUMULATED ZHRERAE

DEPRECIATION AND
IMPAIRMENT

At 1 January 2005 RZERRE—A

—H 3,729 1,012 4,219 - - 8,960
Provided for the year REERE 5,709 251 1,238 1,788 = 8,986
Impairment loss recognised EHRREEE = = = 510 = 510
Eliminated on disposals R EREH (1) = = = = (1)
At 31 December 2005 RZEZRE+_A

=+-A 9,437 1,263 5,457 2,298 = 18,455
Provided for the year TEERE 7,287 549 3,065 3,368 = 14,269
Impairment loss recognised ERRREER - = = 526 = 526
At 31 December 2006 RZEERE+ZA

S=E 16,724 1,812 8,622 6,192 - 33,250
CARRYING AMOUNT EHE
At 31 December, 2005 RZEZRE+-A

=1-H 29,320 802 8,158 12,804 6,364 57,448
At 31 December 2006 RZEERE+ZA

=1+-H 23,715 4,332 36,548 13,892 1,000 79,487

SCUD Group Limited REREBER X F



For the year ended 31 December 2006
HE_ZTRFET_A=T—HILFE

The above items of property, plant and equipment are depreciated Btz R k& EE B AEREE
on a straight-line basis at the following rates per annum: FRATHERTE.
Electronic equipment, furniture and fixtures 20% BTFRE GMREE 20%
Motor vehicles 20% AE 20%
Plant and machinery 10% R 5 K 1 25 10%
Moulds 20% — 33.33% KA 20% - 33.33%
During both years, the Group reviewed the carrying amounts of E\Aﬁﬁiiﬁgﬁq : $%?§ﬁ%¥ﬁﬁ
property, plant and equipment and identified that certain of those R R R R EE I 2 AR %EJE;T%T
property, plant and equipment are either idle or have no economic AEEMmE IE%/@EFTE‘E'JE:FHZ}
value to the Group. Accordingly, the carrying amounts of those VIR IR KR B UL 5 DR
identified property, plant and equipment are reduced to their net %\ﬁ}%w)i&{%mfﬂ%@ﬁa%&é\bﬁéﬁ
realisable values. AI B HE
The impairment losses have been included in the administrative RERBRE NGRS Bt RNt AT
expenses in the consolidated income statement. FZ A
Software
B4
RMB’000
ARBTFT
COST R
At 1 January 2005 RZEETRF—H—H 725
Additions N 40
At 31 December 2005 RZEERF+-A=1+—H 765
Additions N 1,654
Disposals HE (349)
At 31 December 2006 RZZEERF+A=1+—H 2,070
AMORTISATION ey
At 1 January 2005 R_EZERF—HA—H 34
Charge for the year REERZ 115
At 31 December 2005 RZZEZTRF+-HA=+—H 149
Charge for the year REERZ 179
Elimination from Disposal i E B 8 (65)
At 31 December 2006 RZZEERF+A=1+—H 263
CARRYING AMOUNT QEEE
At 31 December 2005 —EERF+=-A=+—H 616
At 31 December 2006 RZEERF+-A=1+—H 1,807
Software is amortised on a straight-line basis over its estimated BUUESARD T RAFESS
useful lives of five years. e
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For the year ended 31 December 2006
BHE_ZZ\F+-_A=+—HLFE

Current portion BERER o>
Non-current portion FEBNEREE

The leasehold land of the Group are held under medium term
leases outside Hong Kong and the release of prepaid lease
payment is charged to the consolidated income statement over
the terms of the leases of 50 years.

The Directors consider that the carrying amount of prepaid lease
payments approximates to their fair values.

The following are the deferred tax assets recognised by the Group:

Impairment
loss on
property,
plant and
equipment
mE BER
REREESER
RMB’000
ARETT
At 1 January 2005 R-EZRE—A—H -
Credit to consolidated FARFEGZE R REK
income statement for the year 77
At 31 December 2005 RZTTREF
+=A=+—-H 77
Credit to consolidated FARFEELZAE KRR
income statement for the year 79
At 31 December 2006 RZEE F+-F=1+—H 156

The Group has unused tax losses of RMB778,000 (2005:
RMB132,000) available for offset against future profits that may be
carried forward indefinitely. No deferred tax asset has been
recognised in respect of the tax losses due to the unpredictability
of future profit streams.

SCUD Group Limited REREBER X F

2006

e

RMB’000

AR®TR

251
12,131

12,382

2005
—ETRF
RMB’000
AREET T

REBRBEHHELNREE BN

ME 130 e fRER ey TR
HIB0F AR

AR

EREM

EERRANEEFENREERE
NFEME-

AN RS B R IR E R R B -

Impairment
loss on
trade and
other
receivables
EWE S FE
R E o pE R
NEREEE
RMB’000
ARETT

923

276

1,199

98

1,297

Accelerated
accounting
depreciation

MESTHTE
RMB’000
ARETT

222

222

Total

st
RMB’000
ARETT
923

353

1,276

399

1,675

AEBz RABBRIEBERBARKE
778,000 (ZEERF: AR
132,0007T) ' AT AR EE R 2 m A1) - I
AR B AL B - AR RETR B R s F1) -
WG R T R R I B A E -



For the year ended 31 December 2006
BHE_ZZ\F+-_A=+—HLFE

Raw materials
Finished goods

Notes receivables
Trade receivables
Less: Allowance for doubtful debts

JRFTA

LR am

L ESES
JE W B 5 5RIR
i R E

The average credit period granted on sales of goods ranged from
60 to 90 days. As at 31 December 2005, certain notes receivables
are pledged to the banks to secure banking facilities granted to
the Group, details of which are set out in note 27.

2006
—EEXRF
RMB’000
AR®T

94,908

94,908

2006
—EEAF
RMB’000
ARMTR

26,319
207,237
(5,983)

227,573

2005
—ELTRF
RMB’000
ARBTIT

49,252
13,999

63,251

2005
—ETRF
RMB’000
AREET T

27,437
146,903
(7,241)

167,099

RTIHEERNFERERAN T

60HZEQR HN_EE

EFE+-A=1

— B A TREEREBECEMTRIT A
BMEGE TASBRITRVE R KAt IEHE

HIEE27
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For the year ended 31 December 2006
BHE_ZZ\F+-_A=+—HLFE

The following is an aged analysis of trade and notes receivables at
the balance sheet date:

Age MR e

0 to 60 days 02 60X

61 to 180 days 61£E180K
181 to 365 days 181E365K
1-2 years —ZEWF

The Directors consider that the carrying amount of trade and
notes receivables approximates to their fair values.

Pursuant to the Group Reorganisation, Mr. Fang Jin, a director of
the Company issued promissory notes with principal amount of
US$49,999 (equivalent to approximately RMB406,000) to Great
Speed on 15 November 2005 in respect of the subscription of
49,999 shares of Great Speed at US$1.00 each. It is unsecured,
non-interest bearing and repayable on demand. During the year
ended 31 December 2006, the promissory notes were fully
settled.

The Directors consider that the carrying amount of promissory
notes approximate to their fair values.

SCUD Group Limited REREBER X F

AT R HE B U 5 508 K e 1R
SERARE DT

2006 2005
ZBEAEF —EERE
RMB’000 RMB’000

AR®TT ARET T

168,524 135,469
55,103 31,630
3,808 =
138 =
227,573 167,099

EERHRKEFIFRALERRED
IREEEE A EMRE.

REEBEMR ARREEHSELEE
FLRE R 49,999 IR EAXEE1.00
ETHRG R_ZTRF+—A+H
Hm =17 & §849,999 %t (1
ERHAREA06,000 7T) B R ZE
Bk H BRABER THWHE KA
RERBEE REE_TT FE+=
A=Z+—RILFEE &AL EEDER-

EERRAGARENIREEELQF
[RiEESE



For the year ended 31 December 2006
BHE_ZZ\F+-_A=+—HLFE

Pledged bank deposits BEHEPERITIER

The deposits carry fixed interest rate at 4.17% (2005: 1.71%) for
the year. The pledged bank deposits will be released upon the
settlement of the notes payables and bank borrowings. The
Directors consider that the carrying amount of bank deposits
approximates to their fair values.

Bank balances and cash comprise cash held by the Group and
short-term bank deposits with an original maturity of three months
or less. The short-term bank deposits carry fixed interest rate at
0.72% (2005: 0.72%). The Directors consider that the carrying
amount of these assets approximates to their fair values.

Advance to suppliers M L FE P B K
Advance to a related company Bkl NSEAE N
Refundable deposits AR EEE

Others Efb
Less: Allowance for doubtful debts B RIR

2006 2005
—EBRF —ETRHE
RMB’000 RMB’000
ARBFRT ~ ARETT

124,045 2,878

FRFEFRIZAATE (T RHF:1.71
[2) K EIE ARG B - BRI TER
HEPAE A FE AN 4R IR TIE 3R T A
FRBR -BEERARITHFANIRE(EHEE
ANFERE-

RITEMERBE P EASERENE
& RIREIEHE A =8 A sk A T #5258
SRIT17 30 K2 BRSRTT77 BUR [E E A1) =K
0.72B (ZEZERF 0.72[F) 5T B &
ERAREEENREERE N TE
EEED

2006 2005

= s A% —TThF
RMB’000 RMB’000
AR®TF R ARBTT
74,334 38,919
4,972 2,281
1,493 2,430
48,274 1,429
(2,665) (757)
126,408 44,302
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For the year ended 31 December 2006
BHE_ZZ\F+-_A=+—HLFE

The Directors consider that the carrying amount of other EERAHMEWFRIE RIRE IRE
receivables and deposits approximates to their fair values. EHEHENFERE
The advance to a related company in which one of the Company’s MARRHEA—RESEHNEBE
director has control, was trade in nature, unsecured, non-interest NEBRNNFIEBE S D  EEA-
bearing and repayable on normal commercial terms (see R ERBREEBHEGRIN (R
note 32(c)). 32(c)) °
Number
of shares Amount
grig = o]
000 RMB’000

Ordinary shares of HK$0.10 each

Authorised:
On the date of incorporation (note a)
Increase during the year (note c)

Balance at 31 December 2006

Issued and fully paid:

Allotted and issued on the date of
incorporation (note a)

Issue of shares on Group Reorganisation
(note b)

Issue of 49,950,000 shares pursuant to
first capitalisation issue (note c)

Issue of 550,000,000 shares pursuant to
second capitalisation issue (note d)

Issue of shares by placing and
public offering (note €)

Balance at 31 December 2006

SCUD Group Limited REREBER X F

ThX ARETT

FAXEE0.10/8 T HY B A

SEIE:
e S B 88 (Kfata) 3,800 382
FREI (Hate) 4,996,200 501,968
R-ZEEF+-_A=+—8H
Ry AR 5,000,000 502,350
BEITRAR:
REEMA S B BARR 3 J 31T
(Btita) - -
SBEAERETRG (MiFo)
50 5
RIEE —INERLE1TET
49,950,000 %% (Aatc) 49,950 5,018
BIEE IR E AL EBRITET
550,000,0008% %5 (Kfatd) 550,000 55,259
VAR B R AR R E S 1T
B (Kiate) 260,000 26,122
RZZEZEF+-_A=+—8H
RS 860,000 86,404



For the year ended 31 December 2006
BHE_ZZ\F+-_A=+—HLFE

Notes: Ktaz:

(@)

The Company was incorporated on 20 July 2006 with an authorised (a)
share capital of HK$380,000 (equivalent to RMB382,000) divided

into 3,800,000 shares of HK$0.10 each. 1 share of HK$0.1 in the

Company was allotted and issued to the initial subscriber for cash at

par and was then transferred to Swift Joy for cash at par. On the

same date, 100 shares of HK$0.10 each in the Company were

allotted and issued to Swift Joy (67 shares), Right Grand (30 shares)

and Cheer View (3 shares).

On 31 July 2006, 33,433 shares, 14,970 shares and 1,497 shares (b)
are allotted and issued to Swift Joy, Right Grand and Cheer View

respectively and credited as fully paid up at par as consideration for

the acquisition by the Company of the entired issued share capital of

Great Speed.

Pursuant to the written resolutions of the shareholders of the (c)
Company passed on 3 December 2006:

()  the authorised share capital of the Company has been
increased from HK$380,000 divided into 3,800,000 shares to
HK$500,000,000 divided into 5,000,000,000 shares by the
creation of an additional 4,996,200,000 shares to rank pari
passu in all respects with the shares then in issue.

(i) 33,466,500 shares, 14,985,000 shares and 1,498,500 shares
have been allotted and issued to Swift Joy, Right Grand and
Cheer View respectively (being a total of 49,950,000 shares)
credited as fully paid up at par, such shares ranking pari passu
in all respects with the then existing shares by capitalising
HK$4,995,000 from the Company’s share premium account.

On 21 December 2006, conditional on the share premium account (d)
of the Company being credited as a result of the issue of the Offer

Shares pursuant to the International Offering, an amount of

HK$55,000,000 (then standing to the credit of the share premium

account of the Company) has been capitalised and applied to pay

up in full at par a total of 550,000,000 shares for allotment and

issued to the existing shareholders pro rata to their then holdings of

shares.

On 21 December 2006, the Company issued and allotted (e)
260,000,000 shares of HK$0.10 each upon listing of the shares on

the Stock Exchange at a price of HK$2.02 per share, respectively.

These shares rank pari passu with the then existing shares.

RABNR T NE+ A -+ A
AL B3R FE IR A380,0005%8 7T (8
BN ARKES82,0007T) DA
3,800,000/% 2 A& EI{E0. 107 LAY AR
13 o A R M S W) A8 A IR A B AL 3%
N EET1820.1 B TR (5 AR BUR
& WHEBIZAESEE TR NS
BIRE R B ANAF S RIRRE (67
AR 1)  IEZR (BOR%A%17) Rt s (3
A& A% 15 ) B3 & 317100 I E
0. 108 TT XD

RZBEEXNFELA=1+—H KRR
2 Bl EERAR IR R AR S IR EE A 3
FEE1T33,433/ 14,9700 K2 1,497 /%
AR BRI (BB A R
ZAREEH B BITRANNRE-

REBARRRRAR _ZETRF+_A
ZHERBENEMRAESR:

()  #=£12384,996,200,0000f% 15
7R A) KA TE AR 2N F1380,0005%
7T (5 /43,800,000 /% (7)) 18 =
500,000,000/ 7T (5 A
5,000,0008% 8% 1%) ' ;ZE# 1D
ESHEHRRERDEER

S

(i) FEEARRRG HEERP L
4,995,000 L B Ak 5 BlA
At ERRIESIREER M
%£1733,466,5008% ~ 14,985,000
A% K2 1,498,5008% (& #
49,950,0008%) ABR%I A5E I
7 ZERMES HEH R
HIEBRNZE RS-

R-BEXEF—_A=+—H &K
AR R B IR AR IR B R 3 = 5%
TEER M MEGERE BARQF
%15 %% (& W 7R #955,000,00078 7T (&
BFAN A R B IR AP AO3E IR ) B AL
W BALEFBIERBRAERTA L
550,000,00008 DK E & FELIRE
RS BR 43 IR LL B A R S AR B N 38 1T

ZBRG-

R-BEXFE+_A-+—H F&2Q
RN ERE R FT E i8R & A%2.02
BITRER D BRI BT R B E
260,000,000% F AR EE0.10/8 7THY
B ZEZERGIEERNIRE
BH=ER SR
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For the year ended 31 December 2006
HE_ZTRFET_A=T—HILFE

Movement subsequent to the balance sheet date is set out in
note 34.

The share capital of RMB406,000 shown on the consolidated
balance sheet as at 31 December 2005 represented the issued
and fully paid capital of Great Speed.

Trade payables e E 5 FIE
Notes payables EEE

Trade payables principally comprise amounts outstanding for trade
purchases and ongoing costs. The average credit period taken for
trade purchases ranged from 30 to 60 days.

Included above are payable to related parties amounted to

RMB2,354,000 (2005: RMB1,626,000) (see note 32(f)).

The following is an aged analysis of trade and notes payables at
the balance sheet date:

Age MR e

0 to 60 days 0£60H

61 to 180 days 61HZE180H
181 to 365 days 181 HZE365H
1-2 years —ZEWF
Over 3 years =FAE

SCUD Group Limited REREBER X F

EEAZEBEHIFESS ©

N-_ZTERFE+_A=+—HANEa
BEBBERREARARE406,0007T
REZANE 31T MBI

2006 2005
—BEAF —EERE
RMB’000 RMB’000

AR®T ARETT

69,473 15,409
25,328 20,789
94,801 36,198

ENESRETERESEE NG
BRANAINZRE-ESBENEE
HISF 130 HEB0H ©

P BEEMNEREATREARE
2,354,000 (ZZEERF: ARE
1,626,0007T) (RBEIEE32(H) -

AT RREE RN ESFEMERN
SRARE DT

2006 2005
—EERE —ELTRF
RMB’000 RMB’000

AR®T ARETIT

86,790 22,033
6,589 14,039
1,229 23

146 103
47 -
94,801 36,198



For the year ended 31 December 2006
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2006 2005
—EBERE —EERF
RMB’000 RMB’000
AR¥T R AREFT
Deposits from customers EFEe 3,686 17,856
Payroll and welfare payables FEAS B e AR ) 3,392 4,807
Accrued expenses FEETF S 35,883 1,673
Other tax liabilities HinfiIEAE - 3,118
Purchase of property, plant and machinery B E Y% -ME K& E 18,349 789
Advance from suppliers DEREY SN - 500
Others H 928 512
62,238 29,255
The Directors consider that the carrying amount of the Group’s EERAEAKENENE SHFIBENRE
trade and notes payables and other payables approximates to NEBEREMPERIBRREEEE
their fair values. NFEFE-
2006 2005
—BEREF —ETRF
RMB’000 RMB’000
AR¥T R ARETFT
At 1 January n—HA—H 1,606 -
Additional provision recognised B R REIMNEE 966 1,606
At 31 December HW+=—A=+—H 2,572 1,606
The provision for warranty claims represents management’s best EmREREEEREEEEREA
estimate of the Group’s liability under a half-year warranty program TREBRENRETIEE HAEE
granted on the own-brand name battery, based on prior REHNBEBmEED L FREFTEIN
experience and industry averages for defective products. BEEHREMET
The Directors consider that the carrying amount of provision for EERRELREEESNIREER
warranty approximates to their fair values. HATFEES
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For the year ended 31 December 2006
BHE_ZZ\F+-_A=+—HLFE

Secured bank loans BEEMRITER

Unsecured bank loans EIRMIBITER

Total bank loans IRITERAREE

Less: Amounts due for settlement 8 ZARM 218 A KB E R
within 12 months (shown under FIE(RRBAasE
current liabilities) HT25)

NSNS

Amounts due for settlement after 12 months

As at 31 December 2006, bank loans of RMB56,850,000 are
secured by the Group’s plant and machinery with an aggregate
carrying amount of RMB3,290,000 and the Group’s bank deposits
of RMB124,045,000. Total bank loans of RMB77,768,000 are
guaranteed for repayment jointly by Scud Battery and Great
Speed.

As at 31 December 2005, bank loans included RMB75,480,000
guaranteed for repayment jointly by Scud Stock (Fujian) Co., Ltd.
(“Scud Stock”), Fujian Digital China Technology Co., Ltd., Cai
Hong Group (Hong Kong) Company Limited, Mr. Fang Jin, Mr. Lin
Chao and Mr. Chen Guo Ping. Secured bank loans of
RMB9,480,000 were secured by the Group’s plant and machinery
with an aggregate carrying amount of RMB19,063,000, bank
deposits of RMB2,878,000 and notes receivables of
RMB18,341,000.

The fair value of the above bank loans is estimated by discounting
their future cash flows at the prevailing market borrowing rates at
the balance sheet date. The Directors consider that the carrying
amount of bank loans at 31 December 2006 approximates to their
fair values.

SCUD Group Limited REREBER X F

1 218 A 1&B BRI RIR

2006 2005
—EERE —ELTRF
RMB’000 RMB’000
ARETT ARBTIT

56,850 9,480
20,918 69,000
77,768 78,480
(76,362) (78,480)

1,406 -

RZZERNF+ZA=1+—H BHA
R #56,850,000 T RITE AR E
EREES £ A R3,290,0007T I FR
B Rikes kA& B A R124,045,000
TRRITERIERER & HARKE

77,768,0007THIRITE KRR ERE
b R A BB AR SRR

RZETRF+-RA=+—H 8%
IRITERH BB AREET5,480,0007T
BRERRERBRODER A ([RERR
Bn]) REMMNEIEHE AR AR
LK (BA) BR AR FRLLE:
PREB ST AE I PR B T 2 A2 HRIIR LB 3K
R BEARE,480,0007T YA
HIRITERAAAEBEIREES XA
R #19,063,000 TS R ikzs - AR
#2,878,0007C HUERTT1F 3k R A RS

18,341,000 H FE R BRE R

FSRITERN A FEREEA TS
fEENXAERE B RRE REMTTAT
B EEFRRRN_TTERF+_A=1
—HMRITEENREERE A HE
e



For the year ended 31 December 2006
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The average effective interest rates per annum (which are also
equal to contracted interest rates) on the Group’s borrowings are
as follows:

FHEBFR
EIFSKEEA

Average effective interest rate
Fixed-rate borrowings

The Group’s borrowings that are denominated in currencies other
than the functional currencies of the relevant subsidiaries are set
out below:

At 31 December 2006 RZEERF+-_A=+—H
At 31 December 2005 RZEERF+-_A=+—H

At the balance sheet date, the Group was committed to make the
following future minimum lease payments in respect of land and
buildings rented under non-cancellable operating leases which fall
due as follows:

—FR

Within one year
In the second to fifth year inclusive

Operating lease payments include a balance of RMB1,228,000
(2005: RMB3,685,000) represent rentals payable by the Group to
Scud Stock, a company with which Mr. Fang Jin, Mr. Lin Chao
and Mr. Guo Quan Zeng are common directors and shareholders,
for premises, which are fixed for three years.

WELF (BRMFEEEAR)

AEENEROFHERES (EE
REKIFE) 1A

2006 2005
—EERE —ELTRF
5.65% 512%

REBAFBENE QRN R
SN EB REBEMMEREN T X:

USD’000 JPY’000 HKD’000
TET THT TAT
118 Nil Nil

739 39,356 793

REE R AEERBE TR RELEH
WM E T MEFHRRKERE
FRIAR AT BRI Z 5

2006 2005
—BEAF —EERE
RMB’000 RMB’000
ARET T ARBTT

2,146 3,045

250 1,261

2,396 4,306

KEHEREBEEBARKE
1,228,000 (ZEERHF: AR
3,685,000) - #E AN & [F FE (T TR EBRAR (D
(FEEE MBAERDRIEEER
HEZEZERBROAR]) H=F Y
¥MHe-
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For the year ended 31 December 2006
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Capital expenditure contracted for but
not provided in the financial statements
in respect of the acquisition of property,
plant and equipment

At the balance sheet dates, the following assets have been

2006
—BEREF
RMB’000
AR®T T
ERBEVE BE K
BRAERTHERET ERE
AT FHE R
6,473

2005
—ELTRF
RMB’000
ARBTIT

1,691

REEE AEECSATEEERMT

a
pledged to the banks to secure general banking facilities granted RIT EAMR —RIBITEEMNER:

to the Group.

Bank deposits
Notes receivables
Plant and machinery

SCUD Group Limited REREBER X F

2006
—BEXRE

RMB’000

ARBTT

RITF K 124,045
EWEE -
R K i 22 3,290
127,335

2005
—ETRF
RMB’000
AREET T

2,878
18,341
19,063

40,282



For the year ended 31 December 2006
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HATALBRRITEE
RIERTTIEHIFELR

Guarantees given to the banks in respect
of bank facilities utilised by:

Related parties (note 32) BRAEAL (Hfa£32)
Third parties £=5

Guarantees given to the banks in respect AT ATEAENEE

of notes payables utilised by: MERITIEL IR
Related parties (note 32) BRAE AT (B13£32)
Third parties £=5

In the opinion of the Directors of the Company, the fair value of the
financial guarantees granted by the Group is immaterial.

The Group’s qualifying employees in Hong Kong participate the
Mandatory Provident Fund (the “MPF”) in Hong Kong. The assets
of the MPF are held separately from those of the Group in funds
under the control of trustee. The Group and each of the
employees make monthly mandatory contributions to the MPF
schemes.

The employees employed in the PRC subsidiaries are members of
the state-managed retirement benefits scheme operated by the
PRC government. The PRC subsidiaries are required to contribute
approximately 18% of their payroll to the retirement benefits
scheme to fund the benefits. The only obligation of the Group with
respect to the retirement benefits scheme is to make the required
contributions under the scheme.

2006
—EEAE
RMB’000
ARMF T

2005
—ELTRF
RMB’000
ARBTIT

- 23,632
- 17,000

- 40,632

- 18,776
- 10,132

- 28,908

ARREZRR ARBER OB
RORFELTEKe

AEBETBNAEREREZETE

MRl ATEE ([REE]) BED

MEEENEEES ARG TR

EBYRB-AEEMEREREAM
SRR ETEIE L R B R

SRR BB A F R B2 IR
RSB R E R R KRB BIKE -
 BIP B A B ZARR R E A ET R
BEME418% - ARBHRHES-
REBERARBHE EE—NEER
RIBFT ML ABH
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Great Speed, a wholly owned subsidiary of the Group, issued
US$10,000,000 (equivalent to approximately RMB78,161,000)
convertible bonds on 23 January 2006 with a coupon rate of 2.5%
per annum and redemption premium of 12% per annum, and with
maturity date on 22 January 2010 (the “Convertible Bonds”). The
Convertible Bonds holder has the right at any time before maturity
date to convert all or a portion of the Convertible Bonds into the
Company’s ordinary shares. Conversion notice shall be deemed to
be served and all Convertible Bonds then outstanding shall be
cancelled upon the issue of shares issuable upon conversion of
such bonds in full on the date falling on the expiry of 6 months
from the date of completion of listing of the Company. The
conversion price per convertible bond was US$1,269 and will be
subject to adjustments upon the occurrence of dilutive events.

However, none of the Convertible Bonds may be redeemed by
Great Speed before the maturity date without the prior written
consent of all the holders of the Convertible Bonds.

The conversion will not result in settlement by the exchange of a
fixed amount for a fixed number of equity instruments. Therefore,
the entire Convertible Bonds were designated as “financial
liabilities at fair value through profit or loss” which requires the
Convertible Bonds to be carried at fair value at the balance sheet
date and the changes in fair values are recognised in the
consolidated income statement. During the year ended 31
December 2006, a loss on change in its fair value of approximately
RMB8,495,000 is recognised in the consolidated income
statement.

On 15 September 2006, a supplemental agreement to the issue of
Convertible Bonds was signed between the Group and the holder
of Convertible Bonds to modify the terms of the Convertible
Bonds. Key changes of terms to the original agreement include (j)
reduction of redemption premium from 12% to 7.875% and (ii)
fixing of the foreign exchange rates of US$ and HK$ against RMB.
With effect of these new terms that significantly modifies the cash
flows that otherwise would be required under the supplemental
agreement, management carried out an re-assessment of the
Convertible Bonds. Such modification is accounted for as an
extinguishment of the original financial liability and the recognition
of a new financial liability.

SCUD Group Limited REREBER X F

AEEZ2ENBARZAN-ZTEX
F—H=+=H%1710,000,0003% T
(FHERHARET8,161,0007T) HY 7]
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The fair value of the Convertible Bonds on 15 September 2006
was calculated using the Black-Scholes option pricing model. The
inputs into the model were as follows:

Stock price US$1,163 (RMB9,250)

Exercise price US$1,270 (RMB10,040)

Expected volatility 36.42%
Stock borrowing cost 6.90%
Expected dividend yield 3.48%
Market yield 14.96%

Upon the reassessment, the convertible bonds contain two
components, liability and equity elements. The equity element is
presented in equity heading “convertible bonds reserve”. The
effective interest rate of the liability component is 15.49%.

The movement of the liability component of the Convertible Bonds
for the period between 16 September 2006 and the year end is
set out below:

R-ZEZXNFAATRA AIBRRES
"i@ﬁﬁéﬁﬁ [0 7e —&F RN | 49

EEEEAFTE - FEEX B AZER

T

BB 1,1633% 7T
(ANER#9,2507T)

TEE 1,2703%7T
(AR¥10,1407T)

TEET IR I8 36.42%

BARPK AR 6.90%

TEFTAR Bz 3.48%

misies 14.96%

REFTEZ TRREFREEER
R M EE 0 - R EB 0 DA [T AR R
FEEB BT UERZ2Y) maEBn
BB FIE E15.49% °

— 7 = /\ﬁzjlﬁ +/\ EI:I:EEZKHHFﬁE)]
gk ESAEFOEFMT:

RMB’000
ARETT
On issue date REETHE 78,161
Change in fair value N EEE) 8,495
Liability as at 16 September 2006 RZZBEERFLATANEE 86,656
Equity component RSN (11,019)
Liability component at date of issue RETHBNBES ) 75,641
Effective interest charge BERMEXH 4,660
Interest paid BAFE (1,891)
Liability component at 31 December 2006 RZZEERFTA=T—BHNEEDHD 78,410
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Equity-settled share option scheme:

The Company’s share option scheme (the “Scheme”), was
adopted pursuant to a resolution passed on 3 December 2006 for
the primary purpose of providing incentives to directors and
eligible employees. Under the Scheme, the Board of Directors of
the Company may grant options to eligible employees, including
directors of the Company and its subsidiaries, to subscribe for
shares in the Company. The Scheme was adopted for a period of
10 years and the Company by ordinary resolution in general
meeting or the Board of Directors of the Company may at anytime
terminate the Scheme without prejudice to the options granted
during the life of the Scheme and which remain unexpired
immediately prior to such termination.

At 31 December 2006, the number of shares in respect of which
options had been granted and remained outstanding under the
Scheme was 24,970,000 (2005: N/A), representing 2.9% (2005:
N/A) of the shares of the Company in issue at that time. The total
number of shares in respect of which options may be granted
under the Scheme is not permitted to exceed 10% of the shares
of the Company in issue at any point in time, without prior
approval from the Company’s shareholders. The number of share
issued and to be issued in respect of which options granted and
may be granted to any individual in any one year is not permitted
to exceed 1% of the shares of the Company in issue at any point
in time, without prior approval from the Company’s shareholders.
The number of shares issued and to be issued in respect of which
options granted and may be granted to a substantial shareholder
or an Independent Non-executive Director or any of their
respective associates representing in aggregate over 0.1% the
Company'’s share capital on the date of such grant or with an
aggregate value in excess of HK$5,000,000 must be approved in
advance by resolution of the Company’s shareholders (voting by
way of poll).

SCUD Group Limited REREBER X F

Pt s B RE A -
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A consideration of HK$1.0 is payable on the grant of an option.
Options will be vested in the following manner:

Period of exercise of the
relevant percentage of option
THEEREEET DL ZHR

From the expiry of the first anniversary of the
Listing Date to the last date of the second anniversary
of the Listing Date (both days inclusive)

B EmRBREGm —BAERE EAHRTRRBS 2
RiE BB (REEEMR)

From the expiry of the second anniversary of the
Listing Date to the last date of the third anniversary
of the Listing Date (both days inclusive)

B E BB R RBE R E Fm AR M= RE 2
& BB (BREEERK)

From the expiry of the third anniversary of the
Listing Date to the last date of the fourth anniversary
of the Listing Date (both days inclusive)

M EmBERm=AFRE AR REEF
K& BB (BEEEMR)

The exercise price is determined by the Directors of the Company
and is fixed at HK$2.02 per share.

RE1.0BTARNE AR S e

B IA T A REEE

Maximum percentage
of options exercisable
ATEEREZES B DL

30% of the total number of
Options granted

B BREAEZ30%

30% of the total number of

Options granted

ERHBREEEZ30%

40% of the total number of

Options granted

B BREAEZ40%

TEEHRARRESTEE MABEZ

IEERER2.02/87Te
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Details of specific category of options are as follows:

FrE S RIIE I E 2 FIBESIAN T :

Exercise Fair value at

Option type Date of grant Proportion Exercise period price grant date
Rz B
BRI 4| 1TEH 1TfEE ZAYE
HK$ HK$
BTT BIT
2006 30% 21.12.2007 to 21.12.2008 2.02 0.37
30% 21.12.2008 to 21.12.2009 2.02 0.47
40% 21.12.2009 to 21.12.2010 2.02 0.54
The following table discloses movements of the Company’s share TEREREREREENERFIFARN
options held by employees and Directors during the year: NGy A
Outstanding Granted = Outstanding
at during at
1.1.2006 the year 31.12.2006
R-BEXREF R=BEXREF
—A—H +=A=+—H
Employees == e RITHE FRERE e RAITE
Option type B AR R 25
2006 —BEREF - 9,670,000 9,670,000
Outstanding Granted = Outstanding
at during at
1.1.2006 the year 31.12.2006
R-BEXREF R=BEXRE
—H—H +=A=+—AH
Directors BE e RITHE FABREY e RAITE
Option type i % R 28
2006 i3 VAL - 15,300,000 15,300,000
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During the year ended 31 December 2006, options were granted
on 21 December and the estimated fair value of the options
granted is approximately HK$11,713,000 (equivalent
RMB11,768,000).

This fair value was calculated using The Black-Scholes pricing
model. The inputs into the model were as follows:

Weighted average share price I EARE
Exercise price IEE
Expected volatility TEETRIE
Expected life TEETEFHA
Risk-free rate #22 2 fx 1) 2

Option A FERRREA
Option B fEAREB
Option C HEAR#EC

Expected dividend vield TERTAR B2
The expected life used in the model has been adjusted, based on
management’s best estimate, for the effects of non transferability,
exercise restrictions and behavioral considerations.

The Group recognised the total expense of RMB175,000 for the
year ended 31 December 2006 (2005: N/A) in relation to share
options granted by the Company.

The fair value of the share options granted during the financial year
is HK$0.3716 (2005: N/A). Options were priced through the
application of Black-Scholes option pricing model. Where relevant,
the expected life used in the model has been adjusted based on
management’s best estimate for the effects of non-transferability,
exercise restrictions (including the probability of meeting market
conditions attached to the option), and behavioural considerations.
Expected volatility is based on the current average annualised
standard deviations of the continuously compounded rates of
return on the share prices of other comparable with similar
business operations listed in the Stock Exchange.

HE_ZTTF+A=+—HALHF
EHE - BREERN T —_A=-T—8R
o T R AT AT ELN A
11,713,000/ 7T (HHERARE
11,768,0007T) °

LA TFERA N SR AT AT
BEXTH R ARIER I
T

2006
—FEAE

HK$ 2.887% 7T
HK$ 2.027% T
38.15%
1.5-3.5 years#

3.58%
3.61%
3.69%
2.54%

ZIRAFERNE FHEREE R
Bt A ATEE M TTERBIRTRER
RAZWEFEFELHKERTM T AR

ﬁﬁko

AEBRBE_ZEEF+_A=+
—BUFE (CETRE NER) A
ARIEREBRERATBEAAR
#175,0007T°

AP BEFERREBEE 2 2 FES
0.37168 L (ZTZFRF: TNER) -fE
BB BIE R e — AT FR T HRE
EBEATEE - NEREE  ZIEFE
R FHERBEERER T AIE
EIETTERS (BEBREN ST
MR BHREEN) RITREREENT
R SR M T IATR R -TBRHK
BIMREBERB R LN BHEESR
Bz B Al B LB 2 FFEE A F
WRERERZ FHFRREEZREE-
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Name of and relationship with related companies are as
follows:

Name of related parties
EREALTEE

Cai Hong Group (Hong Kong) Co., Ltd. (“Cai Hong”)
(Formerly known as Scud Group (Hong Kong)
Company Limited”)

FoLEE () BRAR ([F5h]) (AIHE [ REREE
(&) BRAR)

Fujian Youtong Co., Ltd. (“Fujian Youtong”)
(Formerly known as Scud (Fujian) Precision Mould
Co., Ltd.)

BEABEFARAR ([REABE]) (AT [EERER
RBEHIEERAF)

Fujian Junpeng Hardware Co., Ltd. (“Junpeng Hardware”)
(Formerly known as Scud (Fujian) Precision Hardware
Co., Ltd.)

REREBELEBRAR ([EISEE]) (A1 E2NER
BEmRAeERARE])

Scud Stock (Fujian) Co., Ltd. (“Scud Stock”)
RERERRNODBRAR (RERRKRN])

Fang Jin

Lin Chao
iR

Guo Quan Zeng
B2

SCUD Group Limited REREBER X F

BREN R BT R EERERN

Relationship
£2RES

A company with Mr. Fang Jin,
Mr. Lin Chao and Mr. Guo Quan Zeng
being common directors and
shareholders

AT E WHBEERIBRIELEER
HEEERKRREHRAF]

A company with Mr. Fang Jin,
Mr. Lin Chao and Mr. Guo Quan Zeng
being common directors and
shareholders

e EERMEBRE R RIGEER
HEEFERKRRHRAF]

A company with Mr. Lin Chao being a
common director and shareholder
MBEERARESERRENA A

A company with Mr. Fang Jin,
Mr. Lin Chao and Mr. Guo Quan Zeng
being common directors and
shareholders

AR WAL RBRIEEERHKF
EERREN QA

Director
=

Director

B=

Director

B=
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Purchase of raw materials
Fujian Youtong
Scud Stock

Cai Hong
Junpeng Hardware

Purchase of moulds

Fujian Yontong
Junpeng Hardware

Rental expenses

Scud Stock

Transfer of trademarks

Pursuant to a trademarks transfer agreement dated 15
December 2005 between Scud Stock and Scud Battery,
certain trademarks had been transferred from Scud Stock to
Scud Battery at nil consideration. Up to 31 December 2006,
Scud Battery is still in the progress to apply for the transfer of

the trademarks certificates.

BERERMH
miERE
REBRD
# 3l

SR
BERA
wERE
SR

HEMX

RERRA D

2006 2005
—EBRF —ETRHE
RMB’000 RMB’000

AR®TT ARET T

16,458 131213
- 1,299

- 51
1,972 659
18,430 15,002
1,145 1,348
300 124
1,445 1,472
2,472 2,492

AR EE

RERERRMDERERELN _-F
TRFE+ A +RBA YN EREE
e & TERE RRERERN AZR
BEERTREREL-BEE_TTRF
TZA=+—HAA/RLL - REBREWNE

HRAEERRES
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Included in other receivables and deposits are certain

balances with related parties as follows:

Fujian Youtong
Junpeng Hardware

miERE
SR 2

These balances comprise amounts outstanding for trade

purposes.

Included in trade and notes payables are certain balances

with related parties as follows:

Scud Stock
Cai Hong

SCUD Group Limited REREBER X F

RERRA D
%5

T E e SRR

=
BATHETHE:

2006
—EEAE
RMB’000
ARMF 7

4,972

4,972

2005
—ELTRF
RMB’000
ARBTIT

1,017
1,264

2,281

HEERBERNRZ SRR

ENBZHRARZEEERERE

BATHETHE:

2006
—EEAF
RMB’000
ARMTR

600

600

2005
—ETRF
RMB’000
AREET T

1,520
51

1,571
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Scud Stock
Chen Guo He

2006
ZBEARF
RMB’000
AR®TR

REBEAD 960
PR B0 -

960

The amounts due from related parties were unsecured, non-
interest bearing and repayable on demand.

The Directors considered that these amounts approximate to

their fair values.

Fang Jin
Lin Chao
Cai Hong
Scud Stock

&
PR
# 3l
REBRD

The amounts due to related parties were of non-trade nature,
unsecured, interest-free and repayable on demand.

The Directors considered that these amounts approximate to

their fair values.

At 31 December 2006, the bank loan amounting to
RMB77,768,000 (2005: RMB75,480,000) were guaranteed
by related parties, details of which are set out in note 24.

Maximum balance
outstanding
BEARIEH
2005 2006 2005

—TThE | —FBAF | _TTLF
RMB’000 RMB’000 RMB’000
ARBTT ARMTR AR®BTT

= 1,265 5,642

= - 4,086

= 1,265 9,728
Fﬂ&ﬁﬁﬁ@)\iﬂﬁ‘i\ﬁﬁﬁ EAL

—EEXRF —ETRF
RMB’000 RMB’000
AR®FR ~ ARETT
- 406

- 1,198

2,129 22

225 =

2,354 1,626

ENBEREATINESEEIES
M8 AR B AR B

B

ﬁ%mAEMW7%ommc_

T RHE&: AR¥T75,480,0007T)
A RRE A TR EFBEMNH
5F240
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Guarantees given to banks in respect of banking facilities

utilised by:

Scud Stock
Fujian Youtong
Junpeng Hardware

RERRRAD
miERE
SR 2

Guarantees given to banks in respect of notes payables

utilised by:

Junpeng Hardware
Fujian Youtong

Salaries

Bonus

Retirement benefits scheme
contributions

Other benefits

SCUD Group Limited REREBER X F

SR 2
wmiERE

e
TEAT
IRIRAEFIET B 5K

HAtb &

BT ATBARITEERRT
TEH LR

2006 2005

—EBRF —ETRHE

RMB’000 RMB’000

ARETT ARETT

- 4,000

- 16,000

= 3,632

= 23,632

AT AL B RENRIERERT

TEHELR:

2006
—EEAF
RMB’000
ARMTR

2006
—EEAF
RMB’000
ARMTR

2,273

14
4

2,291

2005
—ETRF
RMB’000
AREET T

8,976
9,800

18,776

2005
—ETRF
RMB’000
ARET T

745
319

1,071
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Details of the Company’s subsidiaries, all of which are wholly-
owned by the Company at 31 December 2006 are as follows:

Name of subsidiaries

MEAREE

Great Speed Enterprises
Limited
(RABEERAT)

Scud (Fujian) Electronics

Co. Ltd.
REBREREFBRLA)
(note a)

(Kizta)

Scud (Fujian) Battery Co. Ltd.

(RERIRR)EMBRAR])
(note b)
(Hiztb)

Country of Issued
establishment/ share capital/
operations paid-in capital
ERITRE
oAV <4 —{=TE BARE
British Virgin US$50,000
Islands 50,0003 7T

REREXESE
PRC US$20,000,000
20,000,000 7T

==

PRC US$30,000,000
i 30,000,000% 7T

N
Al
T

7

EEAF A=+ —HBAA
ARBORAANBAARED

Principal activities

EREH

Investment holding
BB

Manufacture and sales
of rechargeable battery
packs, chargers and related
for mobile phones,
accessories notebook
computers, digital cameras
and other electrical
appliances

BLENHERANBHER
FRAEN SIS AER R EM
BFREHRN AT EEMAE

B e M CH Mt A R

Manufacture and sales
of rechargeable battery
packs, chargers
and related accessories
for mobile phones,
notebook computers,
digital cameras and
other electrical appliances
BLENHERANBHER
BEAER SR EA
BFREHR AT EEMMAE
T E R M H B RIAL
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Country of Issued
establishment/ share capital/
Name of subsidiaries operations paid-in capital Principal activities
ERITRE
MEARERE R EEBR BHRA FEEK
Scud Electronics (Shenzhen) PRC US$3,000,000 Manufacture and sales
Co. Ltd. i 3,000,000% 7T of rechargeable battery
FREBREFORINERAA) and related accessories
(note c) for mobile phones,
(Kizze) notebook computers,
digital cameras and
other electrical appliances
BLENIHERANBHER
BTG _RFTESMAE
B e M CH A R
Scud Group (Hong Kong) Hong Kong HK$1,000 Provision of corporate
Company Limited B 1,000/ 7T management services

(REREE (B B)BRAR)
Notes:

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

(b)  Wholly owned foreign enterprise for a term of 50 years commencing
6 December 2005.

(c)  Wholly owned foreign enterprise for a term of 50 years commencing
26 October 2006.

On 8 January 2007, the Company issued and alloted 39,000,000
shares of HK$0.10 each at HK$2.02 each upon the exercise of the
over-allotment option pursuant to the Company’s Prospectus
dated 11 December 2006 for a total consideration of
approximately HK$78,780,000.

On 7 February 2007, Neng Liang Limited, the holder of the
Convertible Bonds, has exercised its right to convert all the
Convertible Bonds (US$10,000,000) into an aggregate of
93,001,246 shares of HK$0.1 each of the Company.

SCUD Group Limited REREBER X F

RH AR EIERYES
Hist:

@ IBWBELE -NAEFHA=F
—BEF AR+ Fo

() HEBELE —ETRF+ZAN
HEst AEE+F-

© SIEBELE —TTXRETA-T
NEEFRBE+E

R-ZEZLF—ANR REARFAB
HE_ZTTE+_A+—BZBRK
BIRITEEAARE AR aRER
2.028 7T 31T K& FL 839,000,000 &
IREEO. 10 TG BB A
78,780,000/ 7T °

R-ZBZLF = AR JBRRESF
& ANeng Liang Limited 2 171 ELAE |
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