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INTERIM RESULTS

The directors (the “Directors”) of Welling Holding Limited (the “Company”)
hereby present the unaudited consolidated results of the Company and its
subsidiaries (together, the “Group”) for the six months ended 30 June 2009,
together with the comparative figures for 2008. These condensed
consolidated interim financial information have not been audited, but have
been reviewed by the Company’s audit committee (“Audit Committee”).

INTERIM DIVIDEND

The Board has resolved not to declare an interim dividend in respect of the
six months ended 30 June 2009 (six months ended 30 June 2008: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS
Business Review

The Group’s profit attributable to the equity holders of the Company and
earnings per share for the six months ended 30 June 2009 amounted to
approximately HK$178,197,000 (first half of 2008: approximately
HK$185,888,000 comprising approximately HK$152,615,000 from
continuing operations and approximately HK$33,273,000 from
discontinued operations) and HK1.32 cents (first half of 2008: HK1.38
cents comprising HK1.13 cents from continuing operations and HK0.25
cents from discontinued operations) respectively.

For the six months ended 30 June 2009, the Group recorded a turnover of
approximately HK$2,235,210,000 (first half of 2008: approximately
HK$2,948,449,000), representing a decrease of approximately 24% as
compared to the same period last year. The Group’s gross profit margin
was approximately 15.3% (first half of 2008: approximately 10.2%). Net
asset value per share of the Group was HK7.07 cents as at 30 June 2009
(81 December 2008: HK5.7 cents).
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWEIN (&)

Analysis of Major Business Operations

The world continued to be affected by the global economy slump during
the first half of 2009. Countries were still busy to deal with difficulties arising
from the financial crisis and confronted with problems of continued
contraction in economy. PRC exporters went through a drastic fall of export
sales amidst a worldwide destocking during the first half of 2009. It is
anticipated that to certain extent this severity will be relieved when the
adversity is over.

In respect of domestic demand, a gradual pick-up in the domestic
economy is expected as the effect of the economic stimulus measures
implemented by the PRC government becomes increasingly evident. The
positive effects of specific support measures of the PRC government,
substantiated by the transformation of value-added tax regime, the rate
adjustment of export tax rebate, the realignment of credit policies and the
“Home Appliances Subsidy Policy for Rural Areas”, were especially evident
on the Company’s performance in domestic sales and protected the
Company from being excessively affected by the economic crisis.

During the first half of 2009, the Group continued to streamline its
production process and enhance production efficiency by driving various
cost-saving initiatives at all levels, exercising inventory controls and
implementing resources integration. In general, the decline in revenue
reflected the combined effect of decline in sales volumes for certain
business segments and selling prices reduction resulted from the drop of
raw material costs. Notwithstanding, the Company managed to report a
slight increase in gross profit margin and in profit from its continuing
operations which was attributable to the merit of effective control of
manufacturing costs and expenses coupled with the initial benefits of in-
house production of key components in the period.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEENWED N (&)

(1)

Micro Motors Business

Demand for household air-conditioners and commercial air-
conditioners fell substantially as a result of the global economic
crisis. Sales of the household air-conditioners and commercial air-
conditioners in the PRC for the first half of 2009 decreased by 19.2%
and 19.3% respectively as compared to the same period last year
(Source: www.chinalOL.com (EE 4T 4F)). In recent years, continued
attention by the PRC government on energy conservation and
emission abatement, as well as increase of energy efficiency
standards for household air-conditioners, have significantly boosted
development of direct current air-conditioner market. It is expected
significant growth will be achieved in direct current air-conditioner
market in the next three years. As well as the air-conditioner industry,
the refrigerator industry also benefited from the “Home Appliances
Subsidy Policy for Rural Areas”, with overall market demand
remaining steady as the negative effect of the financial crisis was
partially offset by the rapid growth of the rural market.

For the micro motors business, the Group recorded approximately
23,532,000 units of domestic sales and 4,123,000 units of export
sales of micro motors for the six months ended 30 June 2009. The
aggregate sales volume decreased by approximately 7% as
compared to the same period last year, which was lower than the
overall decrease rate of the industry. The micro motors business
recorded a turnover of approximately HK$1,282,565,000 for the first
half of 2009, which represented a decrease of approximately 30% as
compared to approximately HK$1,835,562,000 for the same period
in 2008.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEENWED T (&)

The Group expanded its household air-conditioning motors business
by securing further businesses with existing customers and exploring
new customers. The Group also continued to strengthen the
marketing of commercial air-conditioning motors and air-conditioning
direct current motors with additional investments, with a view to
laying solid foundations for future development. Meanwhile,
significant increase was reported in the sales volume of refrigerator
compressor motors resulting from stronger strategic ties with
customers. In terms of management and operation, the competitive
strengths of our products were enhanced on the back of cost
reductions and improved efficiency, which were achieved through
continued efforts in capacity streamlining, motor design optimisation
and stringent cost control.

Washing Motors Business

The impact of the sustained global economic downturn on the
washing machine market should not be under-estimated. The export
sales of tumble-type washing machines for the first half of 2009 fell
by 24% as compared to the same period last year. Fortunately, the
domestic market fared better with domestic sales volume of washing
machines for the first half of 2009 increasing by 11.6% as compared
to the same period last year, as driven by economic stimulus
measures adopted by the PRC government and the spread of
implementation of the “Home Appliances Subsidy Policy for Rural
Areas”. (Source: www.chinalOL.com (Z 2 7E45).
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEENWED T (&)

For the first half of 2009, the Group recorded approximately
4,628,000 units of domestic sales and approximately 3,209,000
units of export sales for its washing motors. Total sales volume grew
approximately 15% as compared to the same period last year. In
response to the change of market demand, the product mix of sales
of washing motors underwent changes. For the first half of 2009, the
sales volume of wave-wheel washing motors increased by 89%
while the sales volume of tumble-type washing motors decreased by
14%. As part of its efforts to sustain the rapid growth for its washing
motors business through vigorous new product development, the
Group started to manufacture small series motors for food
processing during the first half of 2009, and also successfully
developed motors for soybean milk-making machines, of which
sales in commercial scale had been completed. Despite substantial
growth in the overall sales volume of washing motors for the first half
of 2009, the aggregate turnover for the washing motors business
decreased by approximately 12% (approximately HK$780,966,000
for the same period in 2008) to approximately HK$687,356,000, as
a result of the change in product mix of sales and the decline in
selling price resulted from the cost reduction of bulk purchase of raw
materials. During the first half of 2009, the washing motors division
focused its efforts in enhancing technology innovations, controlling
cost, improving production efficiency, increasing the proportion of
self-made key components and tightening control on product quality
of washing motors so as to enhance its product competitiveness,
gain advantage of economies of scales and sustain stronger
profitability.

The Group’s leading position in the washing motors business was
reinforced with continued growth in the sales of washing motors. The
substantial growth in sales volume was attributable to pro-active
product development, timely adjustment in product mix to fulfil the
market demand and aggressive marketing strategy towards major
customers to increase substantial orders.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEENWED T (&)

©)

Electronic and Electric Components Business

In the first half of 2009, there was a marked decline in the microwave
oven market underlying considerable contraction in export as a
consequent impact of the global financial crisis. During the first half
of 2009, microwave oven manufacturers experienced a substantial
decline in production, and saw decreases in production and export
volumes from the PRC by 16.1% and 22.3%, respectively (Source:
www.chinalOL.com (Z %#7£4%)). Against the overall decline in sales
volume of the industry, however, the Group recorded 10,109,000
units of sales of its electronic and electric components for the first
half of 2009, comprising 9,587,000 units in domestic sales and
522,000 units in export sales, representing a 12% decrease as
compared to the same period in 2008, which was lower than the
overall decrease rate of the industry. Furthermore, the unit prices of
products dropped in tandem with the substantial decline in bulk
purchase prices for raw materials. Turnover for electronic and electric
components amounted to approximately HK$260,363,000 which
was 20% lower as compared to approximately HK$323,640,000
recorded for the same period in 2008.

To cope with the adverse impact of the financial crisis, the electronic
and electric components business adopted measures to strengthen
operating risk control, optimise product mix, improve production
processes and enhance cost control and product quality during the
first half of the year. Cost reductions were achieved through
streamlining production process, in-house manufacturing of key
components and domestic production of parts and components.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEENWED T (&)

Financial Review Bt 7% B EE

Liquidity and Financial Resources RBES MMBEER

The Group has maintained a healthy financial and liquidity position witha ZARNEB BB E A ES R AER RZ-_TZ
current ratio of 105% as at 30 June 2009 (31 December 2008: 100%). As N ESNA =T B Z R 8t ¥ 2105% (—ZFEZ N\
at 30 June 2009, the Group had a cash and cash equivalents of F+Z-A=+—H :100%) - R =_ZTZE N F XA
approximately HK$302,112,000 (31 December 2008: approximately =-+H KAEB RS RRSEBEY AL B
HK$217,124,000) and the bank borrowings of approximately  302,112,0007% (= ?f)\EwL A=+—8:

Hli

HK$762,644,000 (31 December 2008: approximately HK$671,608,000), of 478 #217,124,0007T ) - TE RN B E

which approximately HK$702,644,000 would be due within one year and  762,644,0007C (= £ & )\¢+ ﬂ +—H:4

approximately HK$60,000,000 would be due over one year. 78 #671,608,0007T ) + E A #7% #6702,644,0007T
R — SRR E - T 49)% #60,000,0007T 72 2 1B —
FEINE -

Financial Ratios B 7% Lt &

The followings are certain financial ratios of the Group as at the balance TN REFI AT R4EE B AN E B M8 7% b =R
sheet date:

30 June 31 December
2009 2008
—BEAF —EENF
RV-I=REl - A =1+—H
(Unaudited)
(RBEZ)

Inventories turnover FERAEH 26 daysH 28 daysH
Current ratio BN LE & 1.05 timefZ 1.00 timef&
Gearing ratio (Net borrowings divided by EABELE (BRFE

the Company’s total equity) MUARDTIRERESE) 0.48 timefZ 0.59 timef&
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWEIN (&)

Pledge of Assets

As at 30 June 2009, short-term borrowings of the Group were secured by
certain property with net book value of approximately HK$128,787,000 (31
December 2008: approximately HK$133,229,000) and certain leasehold
land and land use rights with net book value of approximately
HK$84,894,000 (31 December 2008: approximately HK$85,965,000) of
the Group.

Contingent Liabilities

As at 30 June 2009, the Group did not have any material contingent liability.

Capital Expenditure

For the six months ended 30 June 2009, the Group has invested
approximately HK$111,100,000 (31 December 2008: approximately
HK$354,468,000) in the addition of property, plant and equipment,
leasehold land and land use rights.

Derivative Financial Instruments

As at 30 June 2009, the Group’s outstanding derivative financial assets and
liabilities under various copper and aluminium future contracts and foreign
exchange forward contracts amounted to approximately HK$4,975,000
and HK$3,064,000, respectively (31 December 2008: derivative financial
liabilities of approximately HK$30,635,000).

Exposure to Exchange Rate Fluctuations

Approximately 30% of the Group’s turnover was derived from export
trading settled in Euros and US dollars. Similarly, the Group also imported
raw materials in which the suppliers were paid in Euros and US dollars.
Foreign exchange risks associated with these currencies were partially
offset as a result. Moreover, the Group has made arrangements to
purchase foreign exchange forward contracts to hedge foreign exchange
exposure for certain export trading. The Group has strengthened control
over risk of the fluctuations in exchange rate, and reviewed from time to
time the sufficiency and appropriateness of the financial instruments which
were used to hedge significant foreign currency risks.

B E I

RZZEZTNFARNAZ+B  AEENEBER
LA 7N £ [ BR TR B 4978 #128,787,000T (Z 2 &
NF+ZHA=+—H: #%5%133,229,0007T) 2
T Y LA K BR U (B 4005 #584,804,0000T (=
%%J\iwL* A=+—H : #)/%%85,965,0007T )
ETHREL M BEERIER -

HRBE

RZZZENFRAA=ZTH AEEYEEMNE
RZHEAREBE-

BEARX

 E-ETAENAZFTBELERNBARARN K
= 4% 3 ﬁ%%mjwmwﬂ:giﬂi+:
+— %@;‘%%354,468,00073) ERED
BELEEUERBEEL R T HERE

E%ﬁklﬂ%ﬂ%
[I] FE g

o

TEEmMITA

EA:EEEEj'Li/\H +E $E.n]—_\_++¥fﬂ
RBHEAGARIINERRELH KB TES
BB E 4 A B 4,975,000 &K B HAST £ &
B EX A B ¥3064000t (ZETZNF+ A
=+—H:TE S E E47%5130,6350007T) °

PEE 5% B a1 B

AEBEXEBRPOE=—RKABIFEZLAES
RHUBTRETHEE MEAETADEAQ
JR 1 B A BR 7T K 55 7T A 7 AN AR IR Uk BE 1E
HHEFOELRAR MEAEBECEEE ZH
*“ﬁDZ“%ﬁﬁi%%EA%ﬂFERH
o AEBE INGE T BN E E KRB Y B4R
K%@ﬁ%ﬁ%%ﬂﬁik%%ﬂﬂZiﬂl
ARBRANEE -



REERERAT s —SShERHRE

MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWEIN (&)

Capital Commitments

As at 30 June 2009, the Group has contracted capital commitments in
respect of the purchase of property, plant and equipment amounting to
approximately HK$80,213,000.

Furthermore, the Group has committed to make a further investment of
approximately HK$119,569,000 for the investments in associates.

Human Resources

As at 30 June 2009, the Group had approximately 9,311 full time
employees in Hong Kong and the PRC. While the Company was supported
by a team of young and high-calibre staff team, it also places strong
emphasis on the development, management and planning of human
resources, with a view to enhancing employee contributions to the Group
and forging strategic advantages in human resources by adopting an open,
fair and equitable policy on staff selection and deployment and

implementing proper human resources management.

The Group has adopted a share option scheme to motivate employees by
linking their interests to the future development and expansion of the
Group.

The Group currently provides staff with competitive remuneration packages
(comprising salary, bonus and benefits), insurance (comprising pension,
medical insurance, unemployment insurance and insurance for labour
injury) and housing fund. In addition, the Group also provides other benefits,
including meal subsidies, housing subsidies, cooperative medical services,
assistance fund and group activities.

Business Prospects

In view of further implementation of macro stimulus policies (such as the
“Home Appliances Subsidy Policy for Rural Areas” and the “Home
Appliances Replacement Subsidy Policy”) in the near future and China’s
ongoing urbanisation process in the long run, prospects of the micro motor
sector look promising in terms of market scale and development
opportunities. The Group will seek to increase the profitability of its
household appliance motors business with special emphasis on the
development and growth of key strategic products to ensure further market
dominance through overall enhancements in product technologies to strive
to position itself as an excellent global expert providing systematic solutions
in micro motors to customers.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWEIN (&)

While the household air-conditioner market has been in the mature phase,
the commercial and direct current air-conditioner markets are still in a
momentum stage with broad prospects. Replacement and upgrade of
refrigerators are anticipated to create huge market potential for the next
three to five years. Meanwhile, the raised energy efficiency standards for
domestic refrigerators will compel domestic refrigerator compressor
manufacturers to lower the proportion of their self-made motors and
increase the proportion of external source. Taking advantage of the industry
consolidation and enormous opportunities emerged from modifications in
the industry policies, the Group will seek to assure its global market
leadership in household air-conditioning alternating current motors through
enhanced efforts in product sophistication and specialization. The Group
will also endeavour to develop commercial air-conditioning motors,
refrigerator compressor motors and air-conditioning direct current motors
into principal product ranges in the next few years by advancing research
and development innovation and process renovation, with additional

investments to enhance the competitiveness of these products.

Backing on its leading technology and prime product quality, the washing
motors business will contribute to a sustainable profit growth. The Group
will continue to implement production process streamlining, cost control
and resources integration as well as to further expand its wave-wheel
motors business. The Group will also increase its investment in the series
motors for tumble-type washing machines and endeavour to secure more
businesses from major customers. The Group intends to step up with the
development of high-end series motors and the marketing of small series
motors for food processing. Furthermore, the Group will maintain and
strengthen its market position in the sectors of wave-wheel motors, series
motors and dishwasher pumps. Meanwhile, the Group will enhance the
marketing of strategic products such as three-phase converter motors,
agitator motors and BLDC motors, with particular emphasis on enlarging
market shares in Europe and extending its presence to America. In order to
ensure medium-to-long-term development, the Group initiated
comprehensive survey and research on the opportunities to tap a new
motor business for diversification into other business sectors at appropriate
time in a prudent manner.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWEIN (&)

In respect of its electronic and electric components business, while
asserting its global leadership in microwave oven converters, the Group will
focus on increasing its sales efforts in resistors and shaded pole motors
with an aim to grow in scale as well as profitability through in-house
development of key components and further streamlining in production

process.

The Group will continue to focus on the micro motors business and seek to
establish solid foundations for the development in the medium-to-long run
by strengthening its efforts in the marketing of strategic products,
enhancing groundwork research, extending technology innovations,
building up brand name as well as exploring the opportunities in new
business areas. The Group will pro-actively continue to enhance its core
competitiveness through measures in production process streamlining and
cost optimisation. It is the goal of the Company to strive for sustainable
growth in return to shareholders, to provide employees with sound career
development opportunities and to create greater value and benefits for the

society.
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SHARE OPTION SCHEME

The Company adopted a share option scheme as approved by the
shareholders of the Company at an extraordinary general meeting held on
27 June 2003 (the “Share Option Scheme”).

The purpose of the Share Option Scheme is for the Company to attract,
retain and motivate talented participants to strive for future developments
and expansion of the Group and to provide the Company with a flexible
means of giving incentive to, rewarding, remunerating, compensating and/
or providing benefits to the participants. Eligible participants of the Share
Option Scheme include the directors (including executive directors and
non-executive directors) or employees of the Group, consultants or
advisors of the Group, substantial shareholders or employees of substantial
shareholders of the Company, associates of directors or chief executives or
substantial shareholders of the Company, employees or directors of
suppliers or customers of the Group, discretionary objects of a discretionary
trust established by employees or directors of the Group, as to be
determined by the board at its absolute discretion within the above
categories.

The maximum numbers of shares which may be issued upon the exercise
of all outstanding options granted and yet to be exercised under the Share
Option Scheme and any other share option schemes adopted by the
Company must not in aggregate exceed 30% of the shares in issue from
time to time. The total number of shares which may be issued upon the
exercise of all options to be granted under the Share Option Scheme and
any other share option schemes of the Company must not in aggregate
exceed 10% of the shares of the Company in issue as at the date of
adoption of the Share Option Scheme, but the Company may seek
approval of its shareholders in general meeting to refresh the 10% limit
under the Share Option Scheme.

The total number of shares issued and to be issued upon exercise of the
share options granted under the Share Option Scheme and any other share
option schemes of the Company to each participant in any 12-month
period up to the date of grant must not exceed 1% of the shares of the
Company in issue at the date of grant. Any further grant of share options in
excess of such limit is subject to the approval of shareholders in general
meeting of the Company.

Share options granted under the Share Option Scheme to Director, chief
executive or substantial shareholder of the Company, or to any of their
associates, are subject to approval of the independent non-executive
Directors of the Company (excluding any independent non-executive
Director who is also the grantee of the options). In addition, any share
options granted to a substantial shareholder or an independent non-
executive Director of the Company, or to any of their associates, in excess
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SHARE OPTION SCHEME (Continued)
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of 0.1% of the shares of the Company in issue at any time or with an
aggregate value (based on the closing price of the Company’s shares at the
date of each grant) in excess of HK$5,000,000, within any 12-month period
up to and including the date of such grant, are subject to shareholders’
approval in general meeting of the Company.

The offer of a grant of share options may be accepted within 28 days from
the date of the offer, upon payment of a nominal consideration of HK$1 in
total by the grantee. The exercise period of the share options granted is
determinable by the Directors and ends on a date which is not later than 10
years from the date of the offer of the share options.

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

On 30 July 2007, 9,500,000 share options were granted to certain
Directors and employees at an exercise price of HK$0.78 per share. The
share options were exercisable immediately on the date of grant and will
expire on 29 July 2017.

Pursuant to an ordinary resolution passed by the shareholders of the
Company at an extraordinary general meeting held on 9 December 2008,
the 10% limit under the Share Option Scheme was refreshed
(“Refreshment”). Upon the approval of the Refreshment, a maximum of
1,347,931,411 shares of the Company, being 10% of the issued share
capital of the Company as at the date of approval of the Refreshment, may
be issued upon exercise of the share options to be granted under the
Share Option Scheme and all other share option schemes of the Company.

On 9 January 2009, 375,000,000 share options were granted to certain
Directors and employees at an exercise price of HK$0.157 per share
subject to a vesting scale in four tranches of 25% each and the
achievement of the Company’s performance target as set out in the Note
below and such options will expire on 31 March 2017.
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SHARE OPTION SCHEME (Continued)
BRETE (&)

No share options were exercised by Directors of the Company or ZAAGEEXAEBEERHBE_ZETHEN
employees of the Group during the six months ended 30 June 2009. Asat A=+ H 1L <l AN ETEERE - R -Z
30 June 2009, 384,500,000 share options granted to certain Directors of ZTHAFNA=+H AR &HE TEEREAE
the Company and employees of the Group were outstanding. & 8 JE 1% 2.384,500,00017 & A% 15 R 7716 »

Movements of the share options granted under the Share Option Scheme R & & —

during the six months ended 30 June 2009 were as follows: 5 B A%
Closing
Options Options share price
Options held granted exercised  Options held Exercise immediately
Date of at 1 January during the during the at 30 June price per Exercisable before the
Name grant 2009 period period 2009 option period date of grant
R-ZZEAF RZBEREF
—A—B&EHF REBARE REBATE ABE=+tH SOBERE EEREAN
HE BEAH ZERE 2B E ZBRE HEZBRE TEE TR ARGUTE
HK$ HK$
piokics bikicd
Directors
=
Mr. Cai Qiwu 09/01/2009 — 68,000,000 — 68,000,000 0.157 01/04/2010- 0.151
BHRESE 31/03/2017
(Note) (Fff&E)
Mr. Jiang Deqing 09/01/2009 — 36,000,000 — 36,000,000 0.157 01/04/2010- 0.151
EEEFRAE 31/03/2017
(Note)  (FffzE)
Mr. Qu Fei 09/01/2009 — 22,000,000 — 22,000,000 0.157 01/04/2010- 0.151
BREE 31/03/2017
(Note)  (PiI5E)
Mr. Gao Fazhong 09/01/2009 — 25,000,000 — 25,000,000 0.157 01/04/2010- 0.151
WEREE 31/03/2017
(Note)  (Fff&E)
Ms. Tan Xuemei 09/01/2009 — 5,000,000 — 5,000,000 0.157 01/04/2010- 0.151
BEigLt 31/03/2017
(Note) (Fff&E)
Mr. Chan Wai Dune 30/07/2007 2,000,000 — — 2,000,000 0.78 30/07/2007- 0.77
PR #5555 A 29/07/2017
09/01/2009 — 5,000,000 — 5,000,000 0.157 01/04/2010- 0.151
31/03/2017
(Note) (fisE)
Mr. Lam Ming Yung 30/07/2007 2,000,000 — — 2,000,000 0.78 30/07/2007- 0.77
MEAB L& 29/07/2017
09/01/2009 — 5,000,000 — 5,000,000 0.157 01/04/2010- 0.151
31/03/2017
(Note) (Pi#zt)
Ms. Chen Chunhua 30/07/2007 2,000,000 — — 2,000,000 0.78 30/07/2007- 0.77
BREIELZ LT 29/07/2017
09/01/2009 — 5,000,000 — 5,000,000 0.157 01/04/2010- 0.151
31/03/2017
(Note) (Fifzt)
Employees
{1
In aggregate 30/07/2007 3,500,000 — — 3,500,000 0.78 30/07/2007- 0.77
& 29/07/2017
09/01/2009 — 204,000,000 — 204,000,000 0.157 01/04/2010- 0.151

31/03/2017
(Note) (MiEE)

Total 9,500,000 375,000,000 384,500,000
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SHARE OPTION SCHEME (Continued)
BRETE (&)

Note: B 5E -

The consideration for each of the grants above was HK$1. The options granted on 9 THREHEREZREABEIT R2ETAF—ALBERD
B B AR R A 0 B AR BAR 1T 6 - MERR AR T 5 10 = 25% Lt Bl 55
four tranches of 25% each and the achievement of the performance target of the net profit BRLEZEBYPBAATRESFEAEGEGN 2 REREZ

January 2009 shall be exercisable during the option period subject to a vesting scale in

attributable to the equity holders of the Company of the relevant period as set out below:

1.

the first 25% of the options granted to each grantee shall be exercisable within
seven years after 31 March 2010 provided that the net profit attributable to the
equity holders of the Company for the financial year ended 31 December 2009 as
disclosed in the final results announcement of the Company is not less than 100%
of the net profit attributable to the equity holders of the Company for the financial
year ended 31 December 2008 (excluding the results from discontinued business)
(“Net Profit of 2008");

HE%RETEEARAZEREAIR T -FTF=A
=St HRREFRTE  EFREARFAZFRXER
A RBEBE—TENAF T A=+ "R LFRFER
REABREFEAREENTIRBE_ZENF+ A
St ALMBREEARARERBEARGLET (T E
ERECKRIEEEXB2EXBE)(ZFTTNFHA] 2
100% :

2. the second 25% of the options granted to each grantee shall be exercisable within KB T EERBEAZERBEAINR-_Z——F=A8
six years after 31 March 2011 provided that the net profit attributable to the equity ZS+—HUEBRFATE EFEREAQRFEZFEER
holders of the Company for the financial year ended 31 December 2010 as BB EREE T ZSF+ A=+t —HLEHBRFEAR
disclosed in the final results announcement of the Company is not less than 150% ARARBEFEAEBEENTIOR=ZZZNFEHNZ
of the Net Profit of 2008; 150% :

3. the third 25% of the options granted to each grantee shall be exercisable within F %R TS ERAZERBEAINR_-_ZT——F=A
five years after 31 March 2012 provided that the net profit attributable to the equity Z+—HUBREFRTE ESREAQRAEZFEER
holders of the Company for the financial year ended 31 December 2011 as BB EREE T ——F+t A=+t —HLEHBRFEAR
disclosed in the final results announcement of the Company is not less than 200% ARRBEFAEABEENTIOR=ZZZNFEHNZ
of the Net Profit of 2008; and 200% & F2

4. the remaining 25% of the options granted to each grantee shall be exercisable BRT5%TE T ERBEAZERBEIR-_Z—=4=A1

within four years after 31 March 2013 provided that the net profit attributable to
the equity holders of the Company for the financial year ended 31 December 2012
as disclosed in the final results announcement of the Company is not less than
280% of the Net Profit of 2008.

=T HRREFERITE  ERFREARFA2FXER
A REBE T+ -_A=+t—"RALFERFER
ARABREFEABREANTIR_FRNFAFZ
280% -
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SHARE OPTION SCHEME (Continued)
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The fair value of the options are determined used the “Binomial Valuation — BEPG#E 2 A EHFHA B GHEER ([ZER |)

Model” (the “Model”). Key assumptions of the Model are set out below: BEr ZEBAMEABZIIEREZHIGOT :
Date of Grant: RE B 9 January 2009 30 July 2007
—ETNF —ETLEF

—ANE +HA=+H

Risk-free rate: 1 2 B | 2 - 1.299% 4.13%
Expected dividend yield: TEHAR B 3% 0%
Expected volatility of the market price ARAR R T EBREE 52.34% 65.38%

of the Company’s shares:

Expected option life: T8 HA 8 A AR - 8.2years 523 yearsF
Fair value as at the date of grant (approximately): FEBHzAFE (W) HKS$B 1 HK G

25,229,0007T 3,453,0007T

The Model requires the input of subjective assumptions, including the ZEA B SR EFEETEHBEKRD AR E
volatility of share price. As changes in subjective input assumptions can gmg HrEFeREYEGALATFE WES
materially affect the fair value estimate, in the Directors’ opinion, the Model 32 7% BRI RV AR E QA FEIRMEA S
does not necessarily provide a reliable single measure of the fair value of 7 &8 —3t&E ;5% o

share options.



DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN EQUITY AND DEBT SECURITIES

As at 30 June 2009, the interests and short positions of the Directors and
the chief executive of the Company as at 30 June 2009 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 (“SFO”), Chapter 571 of the laws of Hong Kong), as recorded in
the register required to be kept by the Company under Section 352 of the
SFO or which have to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which any such Director or chief executive is taken or
deemed to have under such provisions of the SFO) and the Model Code for
Securities Transactions by Directors of Listed Issuers (“Model Code”)
contained in the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”), were as follows:

Interests in share options of the Company (long position)

The interests of the Directors’ rights to acquire shares of the Company
under the Share Option Scheme are set out in detail in the above section of
“Share Option Scheme”.

Save as disclosed above, at no time during the six months ended 30 June
2009 was the Company, its subsidiaries, its associated corporations, its
fellow subsidiaries or its holding company, a party to any arrangements to
enable the Directors or the chief executive of the Company to acquire
benefits by means of the acquisition of the shares in, or debentures of, the
Company or its associated corporation (within the meaning of the SFO), or
had exercised any such right during the period.

Other than those interests disclosed above, as at 30 June 2009, none of
the Directors and the chief executive of the Company (including their
spouses or children under the age of 18 years old) had any interests or
short positions in any shares, underlying shares or debentures of the
Company or its associated corporations (within the meaning of the SFO)
which is required to be recorded and kept in the register in accordance with
section 352 of the SFO, or notified to the Company and the Stock
Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

So far as the Directors are aware, the register of substantial shareholders
maintained under Section 336 of the SFO shows that as at 30 June 2009,
the Company had been notified of the following substantial shareholders’
interests, being 5% or more of the Company’s issued share capital. These
interests are in addition to those disclosed above in respect of the

Directors.

Name of shareholder

FERRER

RIBEFA RREF R HE KD F3361%E
EFZIERRECMBAET R_TZTAER
A=Z1tB ARFACEMNETIETERREHR
RNRF B BEATIRAE% A EHE =
ABRRALBBEZEEZEER -

S EES I

Approximate
Number of percentage of

shares held shareholding

FREAQ
BRRHE B8 BFEROEE Bok
Midea Holding (Cayman Islands) Limited Long position 10,106,023,897 74.97%
(“Midea (Cayman Islands)”) (Note 1)
EnEk (Hess)ERAA ([0 (AEA5) D (1) He
Midea Investment Holding (BVI) Limited (“Midea Holding”) (Note 2) Long position 10,106,023,897 74.97%
ErEREBV)ER A A (TEeERR 1) (i 2) A
Midea Group Co., Ltd. (“Midea”) (Note 3) Long position 10,106,023,897 74.97%
ENEEBRAR (156 D BFFES) He
Foshan Shunde Tiantuo Investment Co., Ltd. Long position 10,106,023,897 74.97%
(“Shunde Tiantuo”) (Note 4)
L mIEE R XAEREER DA (NEEXHE ] E4) A
Mr. He Xiangjian (Note 5) Long position 10,106,023,897 74.97%
fa] Z @ 5 4 (P 5E5) "E
Ms. Liang Fengchai (Note 6) Long position 10,106,023,897 74.97%

RE ML L (M 5E6)

Notes:

LSy

W

These 10,106,023,897 shares of the Company were registered in the name of and

beneficially owned by Midea (Cayman Islands).

Midea Holding was deemed to be interested in the 10,106,023,897 shares of the
Company which Midea (Cayman Islands) was interested in by virtue of its holding

100% equity interest in Midea (Cayman lIslands).

Midea was deemed to be interested in the 10,106,023,897 shares of the Company
which Midea (Cayman Islands) was interested in by virtue of its holding 100%
equity interest in Midea Holding.

The registered capital of Midea is owned as to 75% by Shunde Tiantuo.
Accordingly, Shunde Tiantuo was deemed to be interested in the 10,106,023,897
shares of the Company which Midea was deemed to be interested in by virtue of

its holding 75% equity interest in Midea.

The registered capital of Shunde Tiantuo is owned as to 90% by Mr. He Xiangjian.
Accordingly, Mr. He Xiangjian was deemed to be interested in the 10,106,023,897
shares of the Company which Shunde Tiantuo was deemed to be interested in by

virtue of his holding 90% equity interest in Shunde Tiantuo.

1. EM(AEeHEE I NHEERER T EaHEARS
10,106,023,897A% A A R & 17 ©

2. EMEREFAEN (RS S )100%KE MR AR
EM (FREHS)E A 210,106,028,807 A8 2 7] ik
R -

3. EMHEFEENTRI0NREMHR AR ED (S
&) AL 210,106,023,897A8 AN A A5 A Ak o

4. IEEREHEAENZEMERZ75% Bt - JBEERAHE
HAEENBRREMBEREARZOHRE AR R Z
10,106,023,897 1% 2N A B B 15 R #E B 1 25 ©

5. I Z LR IBERAEME AR Z90% - Bt - =
B 5% A FE 45 5 B 1B R HRO0% A% HE T 4 48 B A B2 K R %
RAEB R 210,106,023,807 % AN Bl I 7 R A S o



REZERARAT BB RERHRE

SUBSTANTIAL SHAREHOLDERS’ INTERESTS (Continued)

FERR#ER (&)

6. Ms. Liang Fengchai is the spouse of Mr. He Xiangjian and is therefore deemed to
be interested in the 10,106,023,897 shares of the Company in which Mr. He

Xiangjian was deemed to be interested.

Save as disclosed above, as at 30 June 2009, the Company is not aware
of any other person who has an interest or a short position in the shares or
underlying shares of the Company which was required to be notified to the
Company pursuant to Divisions 2 and 3 of Part XV of the SFO and have
been recorded in the register kept by the Company pursuant to section
336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

The Company has not redeemed any of its shares during the six months
ended 30 June 2009. Neither the Company nor any of its subsidiaries has
purchased or sold any of the Company’s shares during the six months
ended 30 June 2009.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix 10 to
the Listing Rules as the code of conduct of the Company for Directors’
securities transactions. Having made specific enquiry of the Directors, all
the Directors confirmed that they have complied with the Model Code
throughout the six months ended 30 June 2009.
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COMPLIANCE WITH CODE ON CORPORATE
GOVERNANCE PRACTICES

Throughout the six months ended 30 June 2009, the Company had
complied with the code provisions of the Code on Corporate Governance
Practices (“CG Code”) as set out in Appendix 14 to the Listing Rules except
for the deviation from Code Provision E.1.2 of the CG Code which provides
that the chairman of the board should attend the annual general meeting
and arrange for the chairman of the audit, remuneration and nomination
committees (as appropriate) or in the absence of the chairman of such
committees, another member of the committee failing this his duly
appointed delegates, to be available to answer questions at the annual
general meeting.

The Chairman of the Board was unable to attend the Company’s 2009
annual general meeting due to another business engagement. The
chairman of the Audit Committee and remuneration committee were unable
to attend the Company’s 2009 annual general meeting due to other
business engagement. In the absence of the Chairman of the Board, the
Chief Executive Officer of the Company was elected by the Directors
present at the Company’s 2009 annual general meeting to act as the
chairman of the meeting and all other executive Directors and non-
executive Director of the Company attended the meeting and were
available to answer questions from shareholders.

CHANGE OF INDEPENDENT NON-EXECUTIVE
DIRECTOR

Mr. Chan Wai Dune resigned as an independent non-executive Director of
the Company with effect from 31 July 2009. Mr. Tan Jinsong was appointed
in place of Mr. Chan as an independent non-executive Director of the
Company with effect from 1 August 2009.
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AUDIT COMMITTEE

The Company established its Audit Committee on 5 August 1999 to be
responsible for ensuring the integrity of the financial statements of the
Group, reviewing the effectiveness of internal control and risk management
system of the Group. Mr. Chan Wai Dune resigned as the chairman of the
Audit Committee on 31 July 2009 and Mr. Tan Jinsong was appointment as
his replacement with effect from 1 August 2009. All members of the Audit
Committee are independent non-executive Directors, namely, Mr. Tan
Jinsong (chairman), Mr. Lam Ming Yung and Ms. Chen Chunhua. The Audit
Committee has reviewed the unaudited interim results of the Company for
the six months ended 30 June 2009 and agreed to the accounting policies
and practices adopted by the Company.

REMUNERATION COMMITTEE

The Company established its remuneration committee (the “Remuneration
Committee”) on 22 September 2005 to be responsible for determining the
remuneration of the executive Directors and senior management of the
Company and making recommendation on the remuneration of the non-
executive Directors to the Board. Mr. Chan Wai Dune resigned as a
member of the Remuneration Committee on 31 July 2009 and Mr. Tan
Jinsong was appointment as his replacement with effect from 1 August
2009. The Remuneration Committee currently comprises three independent
non-executive Directors, namely, Ms. Chen Chunhua (chairman), Mr. Tan
Jinsong and Mr. Lam Ming Yung and two executive Directors, namely, Mr.
Cai Qiwu and Mr. Zheng Weikang.
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

S BA AR & P H B A AR O 3R
AS AT 30 JUNE 2009
RZZZAFA=TH

Unaudited
RIEER
30 June
2009
ZEBENF
ANA=1H
Note HK$’000
e BT
ASSETS =43
Non-current assets RBEE
Leasehold land and land use rights HE L N B 5 125,816
Property, plant and equipment WM BEKEE 644,547
Intangible assets BmEEAE 22,383
Deferred income tax assets REFTIST A E 5,321
Prepayment for investments in associates 781 B & A 5138 & 218 7 82,360
Prepayment for property, A E -
plant and equipment BB &R A 7 5,848
886,275
Current assets REEE
Inventories FE 308,576
Trade and other receivables B 5 M H h FE YR 7 892,657
Due from related companies FE UL BE B N B B 22(c) 1,239,417
Derivative financial assets MESREE 4,975
Pledged bank deposits SRR ITIER 82,605
Cash and cash equivalents BekREZEEY 302,112
2,830,342
Total assets BmEE 3,716,617
EQUITY g
Equity attributable to equity holders ZA&ATKREIZE A
of the Company LR
Share capital LN 8 1,347,931
Other reserves H th f# 9 247,574
Accumulated losses ZETEE (642,636)
Total equity ESEEE 952,869

Audited

KEZ

31 December
2008
—ETNEF
+ZA=+—H
HK$’000
BETT

127,436
571,345
22,410
7,887
82,463

22,392

833,933

243,888
929,579
1,074,328
61,020
217,124

2,625,939

3,359,872

1,347,931
227,921
(805,210)

770,642
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION (Continued)
RS P MR R R (&)

AS AT 30 JUNE 2009

R-ZZBZAFANA=1H

Unaudited Audited
REBEZX KEZ
30 June 31 December
2009 2008
—ZEEAEF —ZEZTNF
NA=1H +—-A=+—H
Note HK$’000 HK$’000
B 5T BET T BT
LIABILITIES =R
Non-current liabilities ERBEAE
Borrowings & 10 60,000
Deferred income tax liabilities RILFSHEE 6,305
66,305
Current liabilities REEE
Trade and other payables B 5 & EMER R 11 1,869,964 1,705,350
Due to related companies JE 1< B Bt 2 B SRR 22(c) 101,649 174,032
Derivative financial liabilities MTESRBE 3,064 30,635
Current income tax liabilities BIHAFTISHiaE 12,795 1,300
Borrowings B 10 702,644 611,608
2,690,116 2,522,925
Total liabilities waeE 2,763,748 2,589,230
Total equity and liabilities EERkABEHEE 3,716,617 3,359,872
Net current assets REEEESA 140,226 3,014
Total assets less current liabilities BEERGREBAR 1,026,501 836,947

The notes on page 33 to 60 form an integral part of this condensed M EE33E60E 2 M A UL AL & B % &
consolidated interim financial information. Bz —#5 -
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CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT
AL E P R

FOR THE SIX MONTHS ENDED 30 JUNE 2009
BE_ZZAFRAA=ZTHLEREAR

Unaudited
Six months ended 30 June
REBEX
BZEZAA=+tHLXMEA
2009 2008
—EEhF —EENF
Note HK$°000 HK$’000
B 7 BT T BE T
Restated
E7
(Note 2)
(BF=E2)
Continuing operations: BEKEEK:
Revenue W =5 4 2,235,210 2,948,449
Cost of goods sold EEE RAAKR (1,892,329) (2,647,529)
Gross profit EF 342,881 300,920
Other gains — net Emles — F58 12 26,627 1,804
Selling and marketing costs SHE M5 KA (40,063) (51,360)
Administrative expenses THAX (106,404) (66,830)
Operating profits KEFHE 223,041 184,534
Finance costs Bh & Bk AN (11,580) (10,472)
Finance income B A& WA 2,391 5,633
Finance costs — net BB AN — FEE 14 (9,189) (4,839)
Profits before income tax 1B Fr 48 %t A7 F 58 213,852 179,695
Income tax expense P8 HF 15 (35,655) (27,080)
Profits for the period from BESEEE2HRAE
continuing operations 178,197 152,615
Discontinued operations: BRIEQGEET:
Profit for the period from BRELEEBZHRFB
discontinued operations 20 32,575
Profit for the period HA 9 R A 178,197 185,190
Attributable to: LR AL HEML:
Equity holders of the Company KRARREREA 178,197 185,888
Minority interests DY R ER = (698)

178,197 185,190
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CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT (Continued)
EHRGEE P RER (&)

FOR THE SIX MONTHS ENDED 30 JUNE 2009
BE_ZZAFRAA=ZTHLEREAR

Unaudited
Six months ended 30 June
RBEX
BZEZAA=+tHLXMEA
2009 2008
—EENF —EENF
Note HK$’000 HK$’'000
B 5 BT T BT T
Restated
e
(Note 2)
GE)
Earnings per share for profit from AANTARESFEAERLMESELSE
continuing operations attributable to EXKFEZERERN USR
the equity holders of the Company, E AR
expressed in HK cents per share
— basic — &K 16 1.13
— diluted — e 16 1.13
Earnings per share for profit KATBREFEAEGFBEZ
attributable to the equity holders BREF  USREWY R
of the Company, expressed
in HK cents per share
— basic — E AR 16 1.38
— diluted — e 16 1.38
Dividends BRE 17 —

The notes on page 33 to 60 form an integral part of this condensed M EE3BEG0E 2 M sE AUt A& & R B IS &
consolidated interim financial information. Bz—%o o
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
HHAGEPHEZEKRER

FOR THE SIX MONTHS ENDED 30 JUNE 2009
BE_ZZAFRAA=ZTHLEREAR

Unaudited
Six months ended 30 June
REBEX
BZXA=1+HIEXHAEA
2009 2008
—EEhF —EENF
HK$°000 HK$'000
BT T BE T
Restated
H7
(Note 2)
(M 7E2)
Profit for the period HA 1 R 178,197 185,190
Other comprehensive (loss)/income Hib2mE (1) WH
Currency translation differences EBELEZE (1,046) 5,990
Total comprehensive income for the period, HAKRHEREz22EWKSEE
net of tax 177,151 191,180
Total comprehensive income attributable to: EaE2mSEsE:
Equity holders of the Company YNNI =2 =N 177,151 191,878
Minority interest DERRER = (698)
177,151 191,180

The notes on page 33 to 60 form an integral part of this condensed M EB33E608 2 M AL E AL E R K E

consolidated interim financial information. Bz—%o e
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
ERAREPHEREHX

FOR THE SIX MONTHS ENDED 30 JUNE 2009
BE_ZZAFRAA=ZTHLEREAR

Unaudited
REEX%
Attributable to equity holders of the Company
AR RREFE AR
Share Other Accumulated Minority Total
capital reserves losses Total interests equity
DERR

BA& HitERE REtEE &t #E  ERAE
HK$'000  HK$'000 HK$’000 HK$'000 HK$'000  HK$'000

BETFT  BBTL BETFT BETT BT BE%Tr

Balance at 1 January 2008, as restated R-—ZZN\F—HF—H=

e (E5) 1,347,931 (152,003 (978,602) 217,326 55,930 273,256

Profit/(loss) for the period HAFE (BE) - — 185,888 185,888 (698) 185,190
Other comprehensive income: H 2w Es
Currency translation differences EMEL =R — 5,990 — 5,990 — 5,990
Total comprehensive HA2ERE S (BE) 88

income/(loss) for the period - 5,990 185,888 191,878 (698) 191,180
Transfer to statutory reserves BB E R HE - 23,485 (23,489) - - -
Disposal of subsidiaries HERBAR - (48,137) — (48,137) (55,232) (103,369
Deemed contribution arising from the HEZESHTZREELZ

acquisition under common control RIER B — 404,351 — 404,351 — 404,351

Balance at 30 June 2008, as restated R-BENFARNRA=+HZ

Eer (ES) 1,347,931 233,686 (816,199) 765,418 — 765,418

Balance at 1 January 2009 R-SBEANFE-A—B2&H 1,347,931 227,921 (805,210) 770,642 770,642
Profit for the period HA 9 F) A — - 178,197 178,197 178,197
Other comprehensive loss: Hih 2 mEEE -
Currency translation differences EMEL =R (1,046) (1,046) (1,046)
Total comprehensive HRZE (BR) WBEE

(loss)/income for the period (1,046) 178,197 177,151 177,151
Transfer to statutory reserves HE AT HE 15,623 (15,623) - -
Employee share option scheme 12 B3
— value of services provided — iR R ZEE 5,076 5,076 5,076
Balance at 30 June 2009 R-BZhAFEAA=TH 1,347,931 247,574 (642,636) 952,869 952,869

The notes on page 33 to 60 form an integral part of this condensed M EE3BECOE 2 M sE AL AL E R M B E
consolidated interim financial information. Kz —#5 -
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS
HHAETHRERER

FOR THE SIX MONTHS ENDED 30 JUNE 2009

HE_ZZTAFRNRAZTHIEAEAR

Unaudited
Six months ended 30 June
RBER
BZEAA=1+HLEXMEA
2009 2008
—EZhF ZETNEF
HK$°000 HK$’'000
BT T BT T
Restated
v
(Note 2)
(P &% 2)
Net cash inflow/(outflow) from BETFER2BERAN
operating activities GRH)EE 104,365 (13,367)
Cash flows from investing activities RETBH2RERE
Disposal of subsidiaries, net of cash outflow HEWNB AR ZHR &R F5E - (245,096)
Purchases of property, plant and equipment BEWE BENLEZEG (94,556) (126,015)
Receipt of government grant W BR K 75 #75 Bh 2,448 190
Proceeds of disposals of property, plant and HEWME WMENMREHRERE
equipment 3,280 928
Net cash used in investing activities RETEMAZRESFE (88,828) (369,993)
Cash flows from financing activities RMETEH2HERE
Proceeds from borrowings BRERIE 691,299 658,212
Repayment of borrowings EEE R (600,263) (369,512)
(Increase)/decrease in pledged bank deposits EEBIRITFRGE ) R (21,585) 2,663
Net cash generated from financing activities BETBELE 2R SRS 69,451 291,363
Net increase/(decrease) in cash ReERBEEEWEM
and cash equivalents R )FE 84,988 (91,997)
Cash and cash equivalents at beginning of the period Ei¥] 7 H & MR EEEY 217,124 497,042
Cash and cash equivalents at end of the period HXZBHERBEESEEY 302,112 405,045

The notes on page 33 to 60 form an integral part of this condensed MR EIBEEOE 2 MF AL EHEEFHITBKE
consolidated interim financial information. #z—85o -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
AR S o B B 3 B R Y R

GENERAL INFORMATION

Welling Holding Limited is a limited liability company
incorporated in Hong Kong. The address of its registered office
is at Suite 3904, 39/F, Tower 6, The Gateway, Harbour City, 9

Canton Road, Tsim Sha Tsui, Kowloon, Hong Kong.

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

This condensed consolidated interim financial information has
been approved by the board of directors of the Company for
issue on 31 August 2009.

The Group’s condensed consolidated interim financial information
for the six months ended 30 June 2009 are presented in Hong
Kong dollars (“HK$”), which is same as the presentation
currency of the Group’s consolidated financial statements for
the year ended 31 December 2008, however, it is different from
the presentation currency of the Group’s condensed
consolidated interim financial information for the six months
ended 30 June 2008 of Renminbi (“RMB”).
consider this presentation provides more useful and relevant

The Directors

financial information for its current and potential investors. The
comparative amounts to these condensed consolidated interim
financial information have been adjusted to achieve comparability
with the current period.

BASIS OF PREPARATION

This condensed consolidated interim financial information for the
six months ended 30 June 2009 has been prepared in
accordance with Hong Kong Accounting Standard 34, “Interim
financial reporting”. The condensed consolidated interim financial
information should be read in conjunction with the annual
financial statements for the year ended 31 December 2008,
which have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”).
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P BB & R A ()

BASIS OF PREPARATION (Continued)

On 31 March 2008, the Company completed a restructuring
transaction involving a significant business and assets swap.
The Company applied the principles of merger accounting, as
prescribed in Hong Kong Accounting Guideline 5 “Merger
Accounting for Common Control Combinations” issued by the
Hong Kong Institute of Certified Public Accountants (the
“HKICPA”) in preparing the financial statements of the Group for
the year ended 31 December 2008. There is no gain or loss
from the restructuring transaction because the resulting
differences are regarded as distribution to the equity holders of
the Company and debited to the equity of the Group. As a
result, the accumulated losses for the disposed subsidiaries of
approximately HK$1,216,807,000 are not affected by any
disposal gain or loss, and are included in the accumulated
losses of the Group. The deemed distribution arising from the
restructuring transaction of approximately HK$3,219,525,000

was debited to the equity of the Group.

The condensed consolidated interim financial information for the
six months ended 30 June 2008 of the Group originally stated
in RMB is retranslated into HK$ with the following exchange
rates:

— assets and liabilities are translated at the closing rate as
at 30 June 2008 of HK$1=RMBO0.8791;

— income and expenses are translated at average exchange
rate for the six months ended 30 June 2008 of
HK$1=RMB0.8957
reasonable approximation of the cumulative effect of the

(unless this average is not a
rates prevailing on the transaction dates, in which case
income and expenses are translated at the dates of the
transactions); and

— movements of equity are translated at the rate prevailing
on the transaction dates.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P BB & R A ()

ACCOUNTING POLICIES

Except as described below, the accounting policies adopted are
consistent with those of the annual financial statements for the
year ended 31 December 2008, as described in those annual
financial statements.

The following new standards and amendments to standards are
mandatory for the first time for the financial year beginning 1
January 2009.

° HKAS 1 (revised), “Presentation of financial statements”.
The revised standard prohibits the presentation of items
of income and expenses (that is “non-owner changes in
equity”) in the statement of changes in equity, requiring
“non-owner changes in equity” to be presented separately
from owner changes in equity. All “non-owner changes in
equity” are required to be shown in a performance
statement.

Entities can choose whether to present one performance
statement (the statement of comprehensive income) or
two statements (the income statement and statement of
comprehensive income).

The Group has elected to present two statements: an
income statement and a statement of comprehensive
income. The condensed consolidated interim financial
information have been prepared under the revised
disclosure requirements.

° HKFRS 8, “Operating segments”. HKFRS 8 replaces
HKAS 14, “Segment reporting”. It requires a “management
approach” under which segment information is presented
on the same basis as that used for internal reporting
purposes. This has no impact on the Group’s financial
statements, as the Group has already been using
principles, which are consistent with HKFRS 8, in
presenting segment information of the Group.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P BB E R A ()

ACCOUNTING POLICIES (Continued)

The following new standards, amendments to standards and

interpretations which are or have become effective and did not

have any material impact on the accounting policies of the

Group.

HKAS 23 (Revised)

HKAS 32 & 1 (Amendments)

HKFRS 1 & HKAS 27

(Amendments)

HKFRS 2 (Amendments)

HKFRS 7 (Amendments)

HK(IFRIC) 9 and

HKAS 39 (Amendments)

HK(FRIC) 13

HK(FRIC) 15

HK(FRIC) 16

Borrowing Costs

Puttable Financial Instruments and Obligation

Arising on Liquidation

Cost of an Investment in a Subsidiary, Jointly

Controlled Entity or Associate

Share-based payment — Vesting Conditions and
Cancellations

Financial Instruments: Disclosures — Improving
Disclosures about Financial Instruments

Reassessment of Embedded Derivatives

Customer Loyalty Programmes

Agreements for the Construction of Real Estate

Hedges of a Net Investment in a Foreign

Operation
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P BB E R A ()

SEGMENT INFORMATION

The principal activities of the Group are manufacturing and
distribution of micro motors, washing motors, electronic and
electric components and trading of raw materials in the People’s
Republic of China (“PRC”) and overseas.

internal financial

In accordance with the Group’s reporting

provided to the chief operating decision-maker, who is
responsible for allocating resources, assessing performance of
the operating segments and making strategic decisions, the
management considers the business from both product and
geographic perspective. From a product perspective, the Group

organised into the following main business segments:

Micro motors business manufacture and distribution of

motors for air-conditioner and
refrigerator compressor

Washing motors — manufacture and distribution of

business motors for washing machine,
dish washer and food

processing

Electronic and electric — manufacture and distribution of

components business transformers, resistors, shaded
pole motors and electric

bicycle motors

Raw material business — trading of raw materials

Discontinued operations — manufacture and distribution of
refrigerators, air-conditioner

and mini-refrigerator

The chief operating decision-maker assesses the performance
of the operating segments based on the profit for the period.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
AR E M E R EE (F)

SEGMENT INFORMATION (Continued)

The segment results for the six months ended 30 June 2009

and segment assets and liabilities as at 30 June 2009 and

capital expenditure and other segment items for the six months

ended 30 June 2009 are as follows:

Gross segment revenue 485 JP U E
Inter-segment revenue 2 B8P Uk 25
Revenue (from external Wz (REINKREF)

customers)

Operating profit/(loss)
Finance costs

mEFE, (BR)
BhE KA

Finance income A& WA
Income tax expense Frisfip
Profit for the period BN FE
Segment assets DEAE
Deferred income tax assets REFEREE

Prepayment for

investment in associates

Total assets

Segment liabilities

Deferred income tax liabilities

Total liabilities

Capital expenditure

Depreciation

Amortisation

BB = R R AR

DERE

BEEFSHEE

wamE

AR

e
gl

Micro
motors

business
BMEHER
HK$°000
BT T
1,283,109
(544)
1,282,565
118,827
(2,863)
1,329
(18,873)

98,420

1,656,059

1,303,897

Washing
motors
business
i3
BHEK
HK$’000
BT T

687,829

(473)

687,356

93,261

(2,266)

957

(7,545)

84,407

1,251,660

924,490

TR E R ()

i\

HE-_ZZAFAA=ZTHLERNBAZS
WEE RZEZENFANA=ZFTHZAH
EEMABERBE-_ZZTNFA=1H
EREAZEARSZ REMHYBEEWT ¢

Electronic
and electric Raw
components material

business business Unallocated Total
EBFER
Em¥*H
HK$’000

BRI

CRESES: S
HK$’000
BT

RDE Gl
HK$°000 HK$’000
BETT BETT

262,452
(2,089)

676,542
(671,616)

2,909,932
(674,722)

260,363 4,926 2,235,210

20,736 1,636 (11,419)

(117) (5,328) (1,006)
65 39 1

(2,522) - (6,715)

223,041

(11,580)
2,391

(35,655)

18,162

(3,653)

(19,139) 178,197

507,685 211,911 1,621 3,628,936

5,321

82,360

3,716,617

328,465

193,047 2,750,116

13,632

2,763,748

111,100

33,085
1,461
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

RS P B B I E R A ()

SEGMENT INFORMATION (Continued)

The restated segment results for the six months ended 30 June
2008, segment assets and liabilities as at 31 December 2008,
capital expenditure and other segment items for the six months

ended 30 June 2008 are as follows:

Electronic and

7 EHEFR (&)
HE-2EN\FAA=ZTALABAZE
FINBEE R-BBNF+=A=+—

AZnWEERBEREE_TTN\ERX
AZ+tBERERZERRAXREMS H
ERIN

Washing electric Continuing

Micro motors motors components  Raw material operations  Discontinued

business business business business  Unallocated Total operations

i EFER Ey BE&IE

MEHEY  EREYR EmER RMHEER RO B A&t BT

HK$’000 HK$’000 HK$’000 HK$'000 HK$’000 HK$'000 HK$’000

BEFIT ABETT BEFIT #BETT #ABT #BEBETx BT

Gross segment revenue 45y ER UL 25 1,845,593 786,356 338,579 840,487 — 3,811,015 1,380,055

Inter-segment revenue 53 3 Wz (10,031) (5,390) (14,939) (832,206) — (862,566) —

Revenue (from external Wz (REINREF)

customers) 1,835,562 780,966 323,640 8,281 — 2,948,449 1,380,055

Operating profit/(loss) KEFIE, (B1E) 93,750 79,758 7,817 5,434 (2,225) 184,534 44,628

Finance cost & B AR (9,590) (2,160) 638 (1,330) 1,970 (10,472) (13,578)

Finance income A WA 4,353 962 92 4 185 5,633 2,150

Income tax expense FrEBi A% (10,468) (7,680) 15 (1,036) (7,911) (27,080) (625)

Profit for the period BAAE 78,045 70,880 8,562 3,109 (7,981) 152,615 32,575

Segment assets DEEE 1,645,625 945,979 292,076 266,088 119,754 3,269,522 —

Deferred income tax assets BIEFTSHEE 7,887 -
Prepayment for investment in TE B AR RIEERE

associates 82,463 —

Total assets wEE 3,359,872 —

Segment liabilities DEEE 1,365,236 710,152 195,199 242,813 69,5625 2,582,925 —

Deferred income tax liabilities RIEAEHAR 6,305 —

Total liabilities wEE 2,589,230 —

Capital expenditure BARRAX 34,815 30,921 2,975 — 18 68,729 57,286

Depreciation wE 14,940 7,831 3,804 1 39 26,615 15,011

Amortisation i 696 270 112 — — 1,078 —
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P H B & R M ()

SEGMENT INFORMATION (Continued)

The Group’s four reportable operating segments are operated in

two main geographical areas:

Domestic sales — manufacture and distribution of motors,
electronic and electric products and
trading of raw materials in the PRC

Export sales — distribution of motors and electronic
and electric products in countries

and areas outside the PRC
There are no sales between the geographical segments.

Analysis of sales into domestic sales in the PRC and export
sales outside the PRC by region is as follows:

TEER (&)

AEBEZHBERELEDFMEATWEEZ
EihREE

EREE — EPERERSEERR
EFEREMMEERR
Fhg

HOKE — ERENNEREILES

HERNETFEREM

ey REIL R BREEHE
REE D 2 E B A EE kBN O
EZDmT

Six months ended 30 June
BEANAB=+tHLAMEA

2009 2008

—EZhF —ETNF

HK$’000 HK$’'000

BET T BT T

Restated

sl

Domestic sales AIHE 1,647,907 2,121,208
Export sales HOEE 587,303 827,241
Total A=t 2,235,210 2,948,449

Revenue is allocated based on the country in which the

customer is located.

No geographical segment analysis on total assets and capital
expenditure is prepared as over 90% of the Group’s total assets
and capital expenditures were located/incurred in the PRC.

WakEEMERR DL -

HRAEEIONA L2 BEEREARX
BURPE EPEEL MUBRER
BERBEAASZEDS B DT



REERERAT s —SShERHRE

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

EREE R MM E R W (')

5. CAPITAL EXPENDITURE 5, EXMX
Leasehold Property,
land and land plant and
use rights equipment
HELT i Wz
Rt MEREE
HK$'000 HK$'000
BT BT T
Opening net book amount as at RZZEENF—-A—HBZHD
1 January 2008, as restated EREEE (EH) 193,012 744,105
Additions NE — 126,015
Disposal of subsidiaries HEMW B A T (104,125) (418,503)
Disposals & - (1,600)
Amortisation/depreciation charges i ITERY (1,078) (41,626)
Exchange difference EHEE 9,960 39,660
Closing net book amount as at R-ZBENFERNA=Z+THZHRE
30 June 2008, as restated BREFE (EH) 97,769 448,051
Opening net book amount as R-ZZBZEANF-—A—BZHD
at 1 January 2009 EREFEE 127,436 571,345
Additions NE - 111,100
Disposals & = (4,105)
Amortisation/depreciation charges i TERY (1,461) (33,085)
Exchange difference EH =2 (159) (708)
Closing net book amount as at RZBZEAERNA=THZHER
30 June 2009 REFE 125,816 644,547

Certain of the property of the Group with net book value of
approximately HK$128,787,000 (31 December 2008:
approximately HK$133,229,000) and leasehold land and land
use right with net book value of approximately HK$84,894,000
(31 December 2008: approximately HK$85,965,000) have been
pledged as security for the Group’s short-term bank borrowings
(Note 10).

AEBZEBRITERARNEEREDFE
#) 7% 128,787,000 (Z T ZENF + = A
=+ —8 : #81133,229,0007T) 2 & T
¥ U\ R BR T (E #978 #584,894,0007T (=&
TNF+ZA=+—8 45885965000
TL) 2 FAE i R £ Hb {5 A A AR (BT
FE10) °
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
AR E P M E R ()

6. INVENTORIES 6. &

30 June 31 December

2009 2008
—EEAE —EENF
ARl +— A =+—H
HK$’000 HK$’000
BET T ok
Raw materials RS 60,918 103,895
Work-in-progress T3 M 25,335 19,749
Finished goods 215K 222,323 120,244
308,576 243,888
7. TRADE AND OTHER RECEIVABLES 7. EZRHEHMEWRK
As at
i

30 June 31 December
2009 2008
—EENE —EENF
AH=1H +ZA=+—H
HK$’000 HK$'000
BETT BETT
Trade receivables (Note a) B 5 RN (ffsa) 443,664 407,876
Less: provision for impairment of trade receivables  Jil : B 5 W X 2 B & & (27,221) (18,818)
Trade receivables — net B oW — F8 416,443 389,058
Notes receivable e 375,419 394,629
Prepayments and other receivables T8 50 R H At FE UK 148,622 211,794
Less: provision for impairment of other receivables & : E 4 & Uz 305 8 B 3 (294) (89)
Prepaid value-added tax — net BRI ER —FE 40,675 39,042
980,865 1,034,434

Less: non-current portion B ERNEREE
Prepayment for investments in associates (Note b)  FEfTE:E A AR E 28 (Mistb) (82,360) (82,463)
Prepayment for property, plant and equipment BRME  BEREERE (5,848) (22,392)

892,657 929,579




NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P H B & R M ()

7.

TRADE AND OTHER RECEIVABLES
(Continued)

(@

The majority of the Group’s export sales are on letter of
credit or documents against payment, or covered by
customers’ standby letters of credit or bank guarantees.
The remaining amounts are with credit terms of 30 days
to 90 days. As at 30 June 2009, the ageing analysis of

the gross trade receivables is as follows:

7.

BEZREMEWRR (B)
@ AEBZBOHERBHAEHE

Within 3 months =B ANURA
3 to 6 months =—@AzEN@EA
Over 6 months NEAMNE

On 26 November 2008, two wholly-owned subsidiaries of
the Company entered into a joint venture agreement in
PRC (“PRC JV Agreement”) and a share subscription
agreement (“Subscription Agreement”) in Hong Kong,
through which the Group proposed to acquire 49%
minority interests in four PRC companies (collectively, the
“Target Companies” and the transaction as the

“Acquisition”).

Before the Acquisition, the Target Companies were owned
by an independent party of the Group (the “Domestic
Vendor”).
manufacturing of casting products.

The Target Companies are engaged in

FANRREFAET RAEPZ
EREAEARTERERE
#8215 E 1 /30H £90H OEA—
TZENFANA=ZTHESERK

HREONT :
As at
n

30 June 31 December
2009 2008
—EENE —ET)NF
ANA=TH it s
HK$’000 HK$'000
BET T BT T
401,000 355,331
39,375 51,713
3,289 832
443,664 407,876

RZEZENF+—AZ+AH XK
RAMEEZENB QRN BRI
eErEmZ (TEHEELE RS
EREBEBIZROABBE RS (RE
W) - B AEEZFE KRB O
FEAR (REIERAR] M&A
RXZRIBEEER]) 249% D BER
e

E\I

WEBERETH  AEBZBILA
(IR ER DEBEZERA - BERQ
AN EREEFEHESR -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P H B & R M ()

7.

TRADE AND OTHER RECEIVABLES
(Continued)

(b)

(Continued)

As at 30 June 2009, the Group paid consideration of
RMB72,600,000 in accordance with the PRC JV
Agreement as capital contribution for the formation of a
joint venture company incorporated in Shanxi Province,
the PRC. The joint venture company was held by the
Group and the Domestic Vendor as to 49% and 51%
respectively as at 30 June 2009. The Group has also
paid consideration of HK$98 in accordance with the
Subscription Agreement, and held 49% interest in the
Linkgo-HK' Limited as at 30 June 2009.

Linkgo-HK Limited is an investment holding company
incorporated in Hong Kong, It is the minority shareholder
of certain Target Companies.

However, as the completion of the Acquisition is subject
to the future fulfilment of certain terms stated in the PRC
JV Agreement by the Group and the Domestic Vendor,
the consideration paid is recognised as prepayment for
investments in associates in the condensed consolidated
interim statement of financial position as at 30 June
2009.

Upon the completion of the Acquisition, the total
consideration of RMB178,000,000 will be recognised as
and the
Group's investments in associates will be accounted for

the cost for the investments in associates,
using the equity method of accounting and are initially
recognised at cost. The Group’s share of its associates’
post-acquisition profits or losses will be recognised in the
consolidated income statement, and its share of post-
acquisition movements in reserves will be recognised in
consolidated statement of comprehensive income. The
cumulative post-acquisition movements will be adjusted
against the carrying amount of the investment. When the
Group’s share of losses in an associate equals or
exceeds its interest in the associate, including any other
unsecured receivables, the Group will not recognise
further losses, unless it has incurred obligations or made

payments on behalf of the associate.

7.

BEZREMERR (&)

(&)

RZEZNFASAA=+H £A5E
BEFEEGECEBBEINREA
K #72,600,0007T * JA &K 37 7
ME%%ﬁWIZAﬁﬁﬁ%@ﬁ
& RZZBEZNFANA=Z+H X&E
ERAMEFDRNFEZEEDLE
249% FK51% M 7 - AR & B IR R IR R
BiHEIANRESKSET IR =T
%ﬂiﬁﬂ:+5%ﬁ§%ﬁﬁﬁ

DA ZA9%REH

EEMMER AR A —HREDBFE
MRZZIEEERRG TAET
BEARZ DB E -

A ARUBERASFAEER
AWETRARERTEAEDLEW

\

AT 2 B TIHRRIR - TETK
X zRBER-_FFAFARA

=t+tRZEHAEERHMBERRE
AR ATANE E A RIRENIE -

FU O EIE TR B OARKE
178,000,0007T 2 481X (& 1§ 7 3R /& B
ERBRERA - MAEBEREE
NAIZEEBAE RS IESER
WA IR RN EER - AL BTG
HBEARWEENBRBEEER
BAEWRRANER  MmEMEKE
BREZDUARGEEZAKREEN
WR B NBEBREDHKIEREZ
REEELAZE - EXASEAGEH

ERAEBEBAERXZRARBZ
RAEZ R (B A H A E K
R AKBETEE - THIAE

B BRIFEERRBE DA RIER

Eak 1 A R BN R e
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P H B & R M ()

8. SHARE CAPITAL 8. B=
Authorised
ordinary shares of HK$0.1 each
EERA
BREEBYITZEER
Number of shares
('000) HK$’000
&7 8 B
(FA%) BEBT T
At 1 January 2008 RZZEZENF—H—H 10,000,000 1,000,000
Increase in authorised share capital (i) VR TE PR AR (i) 10,000,000 1,000,000
At 30 June 2008, 31 December 2008 RZTEZENFAA=+H"
and 30 June 2009 “EENFF+_A=F+—HK
ZEENFANA=TH 20,000,000 2,000,000
Issued and fully paid
ordinary shares of HK$0.1 each
ERTRAEZRA
BREEBYITZEER
Number of shares
('000) HK$’000
&7 & B
(FA%) BB T
At 1 January 2008, 30 June 2008, R-_BENFE—H—H —ZTZ
31 December 2008 and 30 June 2009 NERA=Z+H  ZEZ)NF
+TZA=+—BRZZETNF
~NA=+H 13,479,314 1,347,931
0] Pursuant to a shareholder resolution passed on 18 March () BE-_ZZNE=A+/\HBBEZ
2008, the authorised capital of the Company was B R R & KRB B M I
increased from HK$1,000,000,000 to HK$2,000,000,000 10,000,000,000% &F fi% T (& 7 ¥£0.17T
by the creation of an additional 10,000,000,000 shares of 2 ARBZEERANBBE
HK$0.1 each ranking pari passu with the then existing 1,000,000,000T #& M = B &
shares of the Company. 2,000,000,0007T ° 3 N2 & (9 £ & 75

HERARBAEFEARNDEFHR
AL o
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
AR E P M E R ()

9. OTHER RESERVES 9. Hftf##E
Statutory General Enterprise Share
Share reserve reserve expansion option Exchange Merger
premium fund fund fund reserve reserve reserve Total
EE - ¥ i IR
ROEE REEE FEES BERES #E ERRE AHFEE &t
HK$'000 HK$'000 HK$O000 HK$000 HKE000 HK$S000 HK$000 HKS000
BETT BETT A®TT B¥Tr A%TT B¥Tr AT BETR
Note (a) Note (a) Note (a)
i () #i () Hf & (a)
Balance at 1 January 2008, R-—ZZENE—-HF—A8
as restated 2R (E5)) 3,336,373 663 73,436 70,775 7,578 (1,679) (3,639,249)  (152,003)
Transfer to statutory reserves RS LTHEE — — 16,935 6,550 — — — 23,485
Currency translation differences EMENEZRE — — — — — 5,990 — 5,990
Disposal of subsidiaries HERB AR — — (31,179 (16,958) — — — (48,137)
Deemed contribution arising from the — Ft @ | FUBEE £ 2
acquisition under common control SEE R — — — — — — 404,351 404,351
Balance at 30 June 2008, as RZZBBNFXRA=Z1+H
restated ZE (E) 3,336,373 663 59,192 60,367 7,578 4,411 (3234,898) 233,686

Balance at 1 January 2009

Employee share option scheme
— value of services provided
Currency translation differences

Transfer to statutory reserve

R-Z2EAF—-A—-H
2R

& BB AR 2

— R EE

BERERER

BREEEATHE

3,336,373

Balance at 30 June 2009

R-ZZ2AFSA=1+A

2 3,336,373

The Company’s PRC subsidiaries are required to follow
the laws and regulations of the PRC and their articles of
association. These subsidiaries are required to provide for
certain statutory funds, namely, general reserve fund and
enterprise expansion fund, which are appropriated from
net profit after taxation but before dividend distribution
local

based on the statutory accounts prepared in

accordance with accounting principles and relevant
financial regulations applicable to enterprises established
in the PRC. These PRC subsidiaries are required to
allocate at least 10% of its net profit to the reserve fund
until the balance of such fund has reached 50% of its
registered capital. Such appropriations are determined at
the discretion of the directors. The general reserve fund
can only be used, upon approval by the relevant authority,

to offset accumulated deficit or increase capital.

59,192

67,040

60,367

(1,354) (3,234,898) 227,921
= 5,076

(1,046)

(1,046)
- 15,623

12,654 (2,400) (3,234,898) 247,574
RAREFEZHE QG EZSFF
BlERERER URBEEZHEBE
BER-ZEWBLBARESET
EEER DA —MREHEES K
TrEHERES HBEBRBERERG
f& B R 2 48R R IR B o 5% A IR
BiIZPEAMMCEERA 2 g5 RA
LAY B ERMGER 2 BREE
REFE LERBEMERRAR
HANSZM0nsr RERHERES &
ZHRBESEREZAGZMAER
Z50% 1 WERFTHEEMIEE
Eo—MRHEEBEEETEHEERL
AR R BEIEH R AT BB SOE
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P H B & R M ()

10. BORROWINGS 10. &

Non-current JE BN EA
Long-term bank borrowings, secured RHERITIER —
Current BN HA

Short-term bank borrowings, secured RERITENR —

30 June 31 December

2009 2008

—BBNF —ERN\EF

AR =l -~ =1+ —H

HK$°000 HK$'000

BET T BT T

HEA 60,000
PEEiid 702,644 611,608
762,644 671,608

The effective interest rates of the above floating rate borrowings
at the balance sheet date were 4.8% per annum (31 December
2008: 6.66% per annum).

Certain of the property of the Group with net book value of
approximately HK$128,787,000 (31 December 2008:
approximately HK$133,229,000) and leasehold land and land
use right with net book value of approximately HK$84,894,000
(31 December 2008: approximately HK$85,965,000) have been
pledged as security for the Group’s short term bank borrowings
(Note 5).

REER FLlZFEERZERFRNEA
48 % (ZEENF+_A=Z+—H:F7
RE.66% ) °

AEBZEBHRITERARNEEREFE
#) 75 128,787,000 (Z T ZENF + = A
=+—H : #%#133,229,000L) 2 & T
% DA % BR TS 1B 4978 1584,894,0007T (=&
TNF+ZA=+—H8: #5%85965000
TIZETHE LM R T ERAEERIE
(M 5E5) o
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ARSI BN (F)

11. TRADE AND OTHER PAYABLES 1. EZREMEMSRK
As at
»®
30 June 31 December
2009 2008
—EThF —EENF
AA=TH el
HK$°000 HK$’'000
BT T BT T
Trade payables (Note a) B REMNR (fiFa) 1,338,405 1,202,757
Notes payable (Note b) FERE% (FF3Eb) 397,178 369,342
1,735,583 1,672,099
Provision for staff welfare and bonus B TRMMIEBE 43,791 44,824
Accruals JEIRE 18,263 13,046
Advances from customers TR PR 19,459 6,136
Others Hb 52,868 69,245
1,869,964 1,705,350
(@ As at 30 June 2009, the ageing analysis of the trade (@) ZEZENFEARAR=TH BS5E

payables is as follows:

30 June
2009
—ETNF
~A=+H
HK$°000
BT T

Within 3 months
3 to 6 months
Over 6 months

=& A AR
=EAAEXEA
NE A E

1,025,514
306,143
6,748

1,338,405

31 December
2008
—BTNF
tZA=+—H
HK$’000
BT T

724,240
464,060
14,457

1,202,757
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P B B I B R A ()

11. TRADE AND OTHER PAYABLES 1. ESREMERNF (F)

(Continued)

(o) The balance represents non-interest bearing bank ) FAEEAKARNEBEBLE LR
acceptance notes issued by the Group with original AR ERE EIEERELRAEA -
maturity periods of less than nine months. As at 30 June RZZEZNFRAA=+H &EFE
2009, certain notes payable were pledged by bank =4 DA SR 1717 040 78 #5163,765,000
deposits of approximately HK$163,765,000 (31 December T(ZEENF+_A=+—"H: 4
2008: approximately HK$145,698,000). 75 15145,698,0007T ) 1E B I ©

12. OTHER GAINS — NET 12, Hftlzm — F 5

Six months ended 30 June
BEXNA=tTHLXAEAAR

2009 2008
—EEAFE —EENF
HK$’000 HK$’000
BET T BT T
Restated
Exdl
Government grants B8 465 Bh 190
Gain on disposal of scrap materials o R 1,545
Loss on disposal of property, HEME BWEL&EEE
plant and equipment (488)
Penalty income iR IA 238
Derivative financial instruments: PTHESFRIA:
— commodity future contracts not qualified — I EEBREE TG REZ
for hedge accounting HmEEEL 25,569 —
— foreign exchange forward contracts not — THEEBRIEE G REZ
qualified for hedge accounting SNERER A A 2,775 -
Exchange loss ME H 18 (4,654) -
Others E b 270 319
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P B B IS B R A ()

13. EXPENSES BY NATURE 13. EMESE2HX
Expenses included in cost of goods sold, selling and marketing BIEEHEERKA HERTHHEEK
costs and administrative expenses are analysed as follows: A ARITERASIAZAZTHOT :

Six months ended 30 June
BEANBA=+tHLLAMEA

2009 2008

—EBZhEF ZZENF

HK$’000 HK$’000

BT T BT

Restated

gl

Depreciation e 33,085 26,615
Amortisation B 1,461 1,078
Employee benefit expense EERAMMAX 190,357 141,731
Operating lease rental for land and building T RETFREHEES 1,076 1,181

14. FINANCE COSTS — NET 14, MERE — FHE

Six months ended 30 June
BZEAA=+HLEREA

2009 2008

—zzhr [EEEEIC

HK$’000 HK$’000

BETT BEFT

Restated

Edl
Interest expense FMEMZ (10,955) (14,062)
Exchange (loss)/gain — net BN (&), M — F58 (625) 3,590
Finance cost A& AR (11,580) (10,472)

Finance income — interest income on short BEWA —SGHRITTERZ

term bank deposit B U A 2,391 5,633

Net finance cost &R A E B (9,189) (4,839)
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P B B IS B R A ()

15. INCOME TAX EXPENSE 15. TR X

PRC corporate income tax is provided for on 25% of the profits BRETHBEAIRZMESRMAATEZAE
for the PRC statutory financial reporting purpose, adjusted for 125% K 156% N EZENEEH KN - &
those items, which are not assessable or deductible for the TEMSHRDERFREZEEMBE2RINE 2
PRC corporate income tax purpose, except for certain 5%t E - WEEH PRI SR B ERER
subsidiaries which were entitled to different preferential tax rates BORMETBA 2 ZSEEFEARET
of 12.5% or 15% during both periods. LA o

Profits tax for other locations has not been provided as the A 7R £2 (3] A B b ith Bh 30 4 (T {n] FIE GR B A
Group did not have any assessable profits in those locations. o WU IR SR S s B A SR B o

Six months ended 30 June
BEXRA=THLAKEAR

2009 2008
—EEAF —EENF
HK$’000 HK$’000
BET T BT T
Restated
=7

Current tax BV ERFR 18
— PRC corporate income tax — R EMEH 24,252
— Underprovision in prior years —BEFEBRETR -
24,252
Deferred tax IR AE R 1E 2,828
Income tax expense 8 i 27,080
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P B B IS B R A ()

16. EARNINGS PER SHARE 16. EREF
(a) Basic (a E=Xx
Basic earnings per share are calculated by dividing the GRRE AR E R T % B3 A F)OE B LA A
profit for the period by the weighted average number of NEBTERR 2 INEFLHHAE -

ordinary shares in issue during the period.

Six months ended 30 June
BZEANA=+HILXEA

2008
—EETNE
Restated
el
Continuing operations BESEER
Profit for the period from continuing operations 7~ 72 & B #E 55 A A FEAL F5 4&
attributable to the equity holders of the R BN FE 08
Company (HK$’000) ®TT) 178,197 152,615
Weighted average number of EBITEERZ MEFHE
ordinary shares in issue (000 shares) (F ) 13,479,314 13,479,314
Basic earnings per share (HK cents per share) &% &2 & F| (& B &) 1.32 1.13
Discontinued operations ERIEEEEK
Profit for the period from discontinued RAGIREREABEER
operations attributable to the equity holders IS ET 2 BN E
of the Company (HK$’000) (BT 33,273
Weighted average number of ordinary shares & 317 %@ 8% 2 in4E 158
in issue ('000 shares) (F5) 13,479,314
Basic earnings per share (HK cents per share) SRREARZEF (FRRA) 0.25
Profit for the period attributable AKARIMEEE AERER
to the equity holders of the Company A (BB FIT)
(HK$’000) 178,197 185,888
Weighted average number of BEITERRKR 2 MEFHH
ordinary shares in issue (‘000 shares) (F3%) 13,479,314 13,479,314

Basic earnings per share (HK cents per share) SR EARZEF (GRRAN) 1.32 1.38
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P B B IS B R A ()

16. EARNINGS PER SHARE (Continued) 16. BRE&ER (&)
(b) Diluted (b) #E

For the six months ended 30 June 2009, diluted earnings BHE_ZTZNFNA=ZTHIEAHE
per share is calculated by adjusting the weighted average A SRESAFNE/AHEEHTE
number of ordinary shares outstanding to assume B INEFEHEELRAZEMTE
conversion of all dilutive potential ordinary shares. The RS EgmeEETE T AR
dilutive potential ordinary shares of the Company are KRR zBEBELEBRAUNRR
performance-based share options. For the share options, M ERE -BERENS - Al
a calculation is done to determine the number of shares RHASOZE R R IR B IR DA F e AT 8
that could have been issued based on the attainment of TzROHEB ZFAERKEEL - 1%
the performance target at the end of the period. The ENEHEZRGDE B BB ERE
number of shares calculated as above is compared with ErrEmMBEZRT 2RO EBELLL
the number of shares that would have been issued & o

assuming the exercise of the share options.

Six months ended 30 June
BEANA=+HLXEA

2008
—ZETNF
Restated
E
Profit for the period attributable to the equity AN FIAXHEIF A A B E R
holders of the Company (HK$’000) FE BT 1) 178,197 185,888
Weighted average number of ordinary shares & 2%17 % i@ % > hniE 19 &1
in issue ('000 shares) (Fp&) 13,479,314 13,479,314

Adjustments for share options HEEREELD 2 A (T8)
(000 shares) (Note i) (P Ei) 86,982 -

13,566,296 13,479,314

Diluted earnings per share FRREERRN (FREW)
(HK cents per share) 1.38
(i) The outstanding share options granted by the Company has no 0] HAARR B M ARITEZ BRENEE
dilutive effect during the six months ended 30 June 2008. ZEENFARA=tTHILERNEANLESE
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

EREE R MM E R MW (')

17. DIVIDENDS 17.

The Directors have resolved not to declare an interim dividend
in respect of the six months ended 30 June 2009 (six months
ended 30 June 2008: Nil).

18. CONTINGENT LIABILITIES 18.

As at 30 June 2009 and 31 December 2008, the Group and
the Company did not have any material contingent liabilities.

19. COMMITMENTS 19.

(@) Capital commitments

I’ E

EZ@BRNEREE_TTEAFAA
“tELEREAZTHERE (ZFEZTNF
NA=THIEREAR: &) -

HREE

RZZZEAFERA=Z+BR-ZZZNEF
tTZA=Z+t—R AKBERAQRLEME
MERNLARBE-

EHE
(@) EBEAREIE

30 June 31 December
2009 2008
—BENF —EENF
aV-ESg:l - A=+—~H
HK$’000 HK$’000
BB T BT T

Contracted but not provided for BRI XEREE
— purchase of property, plant —HBEME - HE&
and equipment B
— investment in associates (Note 7(b)) —EERNTIRE
(BT 5F 7(0))

80,213 87,455

119,569 119,718

199,782 207,173
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P B B IS B R A ()

19. COMMITMENTS (Continued) 19. &% (&)

(b) Operating lease commitments — Group as
the lessee

The future aggregate minimum lease payments under
non-cancellable operating leases are as follows:

(b) HEHEERE —FEBEEHE
HA

REBETABEE 2 KEHRENRARER
Nz REEERBLEMT

Not later than one year B —F
Later than one year and

not later than five years

BB -FETEBLSF

As at
n

30 June 31 December
2009 2008
—BBLF —BEN\F
V=R d=l - —A=1+—H
HK$’000 HK$’000
BET T PR T
1,348 1,419
1,555 2,101
2,903 3,520

20. DISCONTINUED OPERATIONS

On 23 November 2007, the Company and Welling Electric
Holding (Cayman Islands) Limited (now known as Midea Holding
Limited) (the “Vendor”),
subsidiary of Midea Group Co. Ltd. (“Midea”), the Company’s

(Cayman Islands) a wholly-owned
ultimate holding company, entered into a sale and purchase
agreement, pursuant to which the Company: (a) acquired the
entire issued share capital of Welling Holding (BVI) Limited and
its subsidiaries; (b) disposed of the Company’s entire interest in
Industry Co., Ltd.,

Technology Limited, Hualing (Far East) Limited and Hualing

each of China Refrigeration Hualing

(Guangzhou) Electrical Appliances Co., Ltd. (collectively the
“Disposed Companies”) and their subsidiaries (together, the
“Disposed Group”); (c) assigned the Company’s right to net
receivables due from the Disposed Group amounted to
approximately HK$876,124,000 to the Vendor; and (d) allotted
and issued approximately 8,753,323,000 consideration shares

to the Vendor (collectively the “Transaction”).

20. ERIEEEXEK

R-_ZEZ+F+—A-+=H A A H
HERERABDEZENEEBRAA(E
MDZz2ENBARIBEEHTR (A
HE)BRAR (RBAEMNER (S
EVERARIERNDETEE R &
bt - ARFE - @UW BB EERBV)ER A A
LEMBARZZ2HBEBITHRA: O)EE
RARRPESEEEBRAR - AR
BRBERAR -EEZ(BR)AERARREZE
(B EXRERAR (FBIEEHEAF])
RZERAZHBAR (SBIELES
EBDza2BEE: QREHFEERAQAE
I B I & B 48 (B 4) 7 1876,124,0007T 2
JEW R E R 2 R R Ko (d)m) B T AL B Ko gk
7 #98,753,323,0008% 1% (B M%7 (%t 18 [5% 8
251 e
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ERGRE PP BEE BT (&)

20.

21.

22.

DISCONTINUED OPERATIONS (Continued)

On 31 March 2008, the Group completed the Transaction. The
operating gain for the three months ended 31 March 2008
amounted to approximately HK$32,575,000 has been included
in the profit from discontinued operations of the Group for the
six months ended 30 June 2008. Note 4 sets out details of the
operating results of the discontinued operations up to the date
of disposal.

ULTIMATE HOLDING COMPANY

The Directors regard Midea, a company incorporated in the
PRC, as being the ultimate holding company.

RELATED PARTY TRANSACTIONS

For the purposes of these condensed consolidated interim
financial information, parties are considered to be related to the
Group if the party has the ability, directly or indirectly, to
exercise significant influence over the Group in making financial
and operating decisions, or vice versa. Related parties may be
individuals (being members of key management personnel,
significant shareholders and/or their close family members) or
other entities and include entities which are under the significant
influence of related party of the Group where those parties are
individuals.

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

summarized below:

20.

21.

22,

RIEEERE (&)

—EZEN\F=ZA=+—H TEBEEK
ZERG - BE_TTENF=A=+—H
IE= 1A 2 45 & W & #) 75 #632,575,0007T 2
HAREEHE-_ETZNFAZ=+AHL
NERZ BRIEEEEBZ MERA - it
HIEHAEZEHERHILERIELEET

ZISERBERE -

2
S

REERAF

EEREN (RPREEMALZAR)RER

ARAERCA A ©

BEE XS

R EEHAGEPHUBEERME WA
SEREMEEREES S T 2 HERE
ERRBBEAFEN X5 —FEHE
BRREEYAEE 2 W REERREE
EXFEN FRATAEAEREEZREE
By BB RAREMAL (BIXEEE
EBRE TERRR ABME AR I
MhER BRAKEZEET (REALR
ERAL)HEEERFE N 2ER -

AAREEWMBARAMZZRZERGSE K
BALH NEERAMBARIRNHERNZ
LS\ mT
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P B B IS B R A ()

22. RELATED PARTY TRANSACTIONS 22 BEAERS (&)
(Continued)

(a) Transactions with related parties (a) EEFEBAIZXRZ

Six months ended 30 June
BEANA=tRHLAMEA

2009 2008
—EENF —EENF
HK$’000 HK$’'000
BT T BT T
Restated
el
Sales to related parties: I i Bk 07 3 65
— Controlled by ultimate holding company of — AR B H&LIEKR A7)
the Company 122 ) 888,944 873,068
— Controlled by a substantial shareholder of — KRR B &AL A 7]
the ultimate holding company of the ZEFERR RS
Company 197,554 215,511
— Controlled by a close family member of the — AR Al HF A IE KA 7]
ultimate holding company’s substantial FERR BT
shareholder of the Company 44 —

1,086,542 1,088,679
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

EREE R MM E R MW (')

22. RELATED PARTY TRANSACTIONS
(Continued)

22 BHAXRS (&)

(@) Transactions with related parties (Continued) (a)

EEBLT XS (&)

Six months ended 30 June
BEXRNA=Z+THLAXEA

2009 2008
—EBAF —ZETNF
HK$°000 HK$'000
BT T BT T
Restated
Edl

Purchase from related parties:

— Controlled by ultimate holding company of
the Company

— Controlled by a substantial shareholder of
the ultimate holding company of the
Company

— Controlled by a close family member of the — 7K 2 & § 4% 122 f% A 7)

ultimate holding company’s substantial
shareholder of the Company

I7) A Bt 05 BRI

—HARRREERA
P

—HARARBERR
ZEBBRES

TERER I RES

al

3

1,787

727,502

25,964

755,253

Receives logistics services from related
parties:

— Controlled by ultimate holding company of
the Company

IF) A Bt 05 2 B IR AR 7%

—HRARRREERA

12 1)

5
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
RS P B B IS B R A ()

22. RELATED PARTY TRANSACTIONS 22 BEARS (&)
(Continued)

(b) Key management compensation b)) TEEBAEMS

Six months ended 30 June
BEARA=+HLEXEA

2009 2008

—EZAF —ETNEFE

HK$’000 HK$’000

BT T BB T

Restated

H7

Salaries and other short-term benefits FehEMEHEN 2,347

Share-based payments RRD AT

2,347
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ARSI BN (F)

22. RELATED PARTY TRANSACTIONS 22 BEEERS (5B)
(Continued)
(c) Balances with related parties (c) EREBEEA =248k
As at
I
30 June 31 December
p0[0]¢) 2008
—EEAFE —EENF
AVCIER =l - — A =+—H
HK$’000 HK$’000
BT T VRS T
Due from related parties: JiE i BE e U5 5ROA ¢
— Controlled by ultimate holding company — (1 & 2 7 & #& 1% &
of the Company NEIRE 1,033,933 707,978
— Controlled by a substantial shareholder —/ & A &) & & % &
of the ultimate holding company Nalz FEREEH
of the Company 205,484 366,350
1,239,417 1,074,328
Due to related parties: JFE 1< BA e U5 SRR ¢
— Controlled by ultimate holding company — (1 & 2 7 & #& 1% &
of the Company NGIEE 11,520
— Controlled by a substantial shareholder —/ &K & 7] & & % %
of the ultimate holding company of the NAIZ EBREEH
Company 95,679
— Controlled by a close family member of — /B & A & & 4% % %
the ultimate holding company’s NRAIETEREZEAR
substantial shareholder of the Company 72 12,644 66,833
101,649 174,032
The balances due from/to related parties are denominated FEU e RAEE H R A A RS
in RMB, unsecured, interest free and are repayable on B TREEF 25 HAEREXE

i

demand. BE -
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