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Welling Holding Limited
Interim Report 2011

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
2011, together with the comparative figures for 2010. These condensed
consolidated interim financial information have not been audited, but have
been reviewed by the Company’s audit committee (“Audit Committee”).

PHIEE

BREZRERARI(RARDES(ES)ZE I
REARBAREMBARGHIAEEDHE—
E-——FRA=ZTHRERNEAZREERGESE
B ER-T-TEZLBRAT - RFEHREAE
THMBENREER  BEERARRZERE
Be(E%ZBgNEHN-

CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT

BAGEPHW SR
FOR THE SIX MONTHS ENDED 30 JUNE 2011
HE_Z——FRA=THILEREA

Unaudited
REEZ
Six months ended 30 June

BEFAA=+HILERMEA

2011 2010
—E——F5 —E-FF
Note HK$’000 HK$'000
Pt 5 BETRT AT T
(Restated)
(&%)
Continuing operations BEGEETRS
Revenue 1N 4 6,081,965 3,915,834
Cost of goods sold HEEMKAR (5,369,665) (3,390,707)
Gross profit EH 712,300 525127
Other (losses)/gains — net Hih(&8) Mhzm — F5E 5 (759) 24,017
Selling and marketing costs §HE N T 5 HE R K AR (73,427) (55,360)
Administrative expenses THAX (171,907) (128,058)
Operating profit FEFHE 466,207 365,726
Finance costs BE KA (21,920) (18,766)
Finance income BB WA 3,242 2,315
Finance costs — net RERA — FE 7 (18,678) (16,451)
Share of profit of associates Bt 8 N a) K B 19,963 7,059
Profit before income tax 0B B 15 % 50 #08 467,492 356,334
Income tax expense FTigRif 8 (88,780) (68,850)
Profit for the period from continuing & EEE 2 HARFHE
operations 378,712 287,484
Discontinued operations CRILEEER
Profit from discontinued operations RIEEERK 2N 20 12,445 11,426
Profit for the period HA fE 7 A 391,157 298,910




REZRARA A
—E-—FPHRE

CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT (Continued)
ERASEEPH W= R(E)

FOR THE SIX MONTHS ENDED 30 JUNE 2011
BE-Z——F R A=1+BLEREA

Profit attributable to: AT A L FE A F58 -
Owners of the Company ZAN/NETE R =N
— Continuing operations — FELEEB
— Discontinued operations — BRIFEEET
Non-controlling interests 15 e A
— Continuing operations — BREEEEY

Profit for the period

HAfE AE

Earnings per share from continuing
and discontinued operations
attributable to the owners of the
Company, expressed in HK cents

per share

Basic earnings per share
From continuing operations
From discontinued operations

FAEIBMAANEBGERAE
EEBREBILEEETY
ZBREA  LERE

il 31 7=

BREXRF
KEFHBEREERT
KERIEREER

Unaudited
REEZ
Six months ended 30 June

BEAA=+TBHLEREAR

2010
—E—ZF
HK$'000
BT
(Restated)
(E751)

287,106
11,426

208,532

378

298,910

10.44
0.41

Diluted earnings per share
From continuing operations
From discontinued operations

BERkEERA
KEFKBEEEE
KERIEEEER

10.85

10.32
0.41

Dividends

iz 2

10.73

The notes on pages 11 to 48 form an integral part of this condensed
consolidated interim financial information.

RENE48A Z M FE R AR S T BB E R
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Welling Holding Limited
Interim Report 2011

CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
EHEETHE2E M =R

FOR THE SIX MONTHS ENDED 30 JUNE 2011
BE-Z——F R A=1+BLEREA

Unaudited
REEZ
Six months ended 30 June

BEAA=+TBHLERMEAR

2011 2010
—F——F —E-FF
HK$’000 HK$'000
BETT PR oT
(Restated)
(&%)
Profit for the period HEF B 391,157 298,910
Other comprehensive income H2mis
Currency translation differences ERELER 14,221
Other comprehensive income HEEM AR E
for the period 14,221
Total comprehensive income HE2ElkREE
for the period 437,713 313,131
Total comprehensive income forthe B TFTATEGEHE2E
period attributable to: W5 4888
Owners of the Company RAREAE A 437,713 312,152
Non-controlling interests FEVE IR 2 - 979
437,713 313,131
Total comprehensive income EATHEBAEEEZE
attributable to the owners of the W s 48 %E -
Company arisen from:
Continuing operations MEARFBEEER 425,177 300,668
Discontinued operations REKRIEEER 12,536 11,484
437,713 312,152

The notes on pages 11 to 48 form an integral part of this condensed R FE11E48E 2 ik At &L A P HEFIEE R
consolidated interim financial information. Z— "By o



REZRARA A
—E-—FPHRE

CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION
EHRAEERHMBRAR

AS AT 30 JUNE 2011
W=F——FANA=TE

Unaudited

REEZ

30 June 2011

=

~BA=+H

Note HK$’000
Bt 5 BETT

ASSETS BE

Non-current assets ERHEE

Leasehold land and land use rights MEL KL AR 1 158,200

Property, plant and equipment WE  BEREE 11 993,669

Goodwill RS 23,726

Investments in associates iR /N R 248,980

Deferred income tax assets EEFSHERE 28,568

Available-for-sale financial assets AtHESMEE 30,063

Prepayment for property, plant and BRME  BER

equipment RAEFIR 13 16,275

1,499,481

Current assets REBEE

Inventories FE 12 1,014,694

Trade and other receivables B 5 N H b fE 5k 13 1,833,711

Due from related companies JfE U BB B A\ SRR 21(c) 1,480,367

Derivative financial instruments PTEemIA 1,848

Pledged bank deposits BEBRITER 197,522

Cash and cash equivalents HehBE2EED 700,540
5,228,682

Total assets MEE 6,728,163

EQUITY Hx

Capital and reserves attributableto =~ AA S #HH A FE{L

the owners of the Company % A& R ik 4
Share capital N 14 1,409,056
Other reserves e 15 610,540

Retained earnings/(Accumulated losses)

REBH(RFER)

193,213

2,212,809

Proposed final dividend BEARBERE

Others Hb
Non-controlling interests FEFERR RS
Total equity LB

2,212,809

Unaudited

R HEZ

31 December 2010
—E—ZF
+—A=+—H
HK$'000

BT T
(Restated)

(E75)

125,509
883,435
23,188
223,651
32,254
29,381

18,335

1,335,753

1,943,750
1,720,623
382,549
25,922
118,000
805,079

4,995,923

6,331,676

1,409,056
583,999

112,725
(184,780)

1,921,000
54,304

1,975,304




Welling Holding Limited
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION (Continued)
ERASEPHMBRAR(E)

AS AT 30 JUNE 2011
W=F——FANA=TE

Unaudited

REEZ

30 June 2011

—E——%

~BA=+H

Note HK$’000
Bt 5 BETT

16 169,792
52,727

222,519

17 3,816,744
21(c) 203,342
810

74,622

16 197,317

4,292,835

4,515,354

6,728,163

935,847

LIABILITIES Bfs

Non-current liabilities EFRHEE
Borrowings B

Deferred income tax liabilities BEEMBHAaR
Current liabilities HREEE

Trade and other payables B 5 K& E b FER R
Due to related companies FETEREE A B 5RIA
Derivative financial instruments TESMITEA
Current income tax liabilities BNERFS R B &
Borrowings B

Total liabilities AR

Total equity and liabilities EZRAEEASR
Net current assets RBEETHE
Total assets less current liabilities HMEERRHER

2,435,328

The notes on pages 11 to 48 form an integral part of this condensed
consolidated interim financial information.

Unaudited
RIEE %

31 December 2010
—E—ETF
+=-A=+—8
HK$’000

BT T
(Restated)

=22

104,364
50,773

155,137

3,421,344
481,476
56,969
241,446

4,201,235

4,356,372

6,331,676

794,688

2,130,441

B ETIZA8E 2 H 5 e MRS & o BA RIS AR
25 -



CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY

HASGEPHEREY R

FOR THE SIX MONTHS ENDED 30 JUNE 2011

BE-T——FXA=TRLAMEA

REZRARA A
—E-—FPHRE

Unaudited
REEH
Attributable to the owners of the Company
AATHEANELS
Retained
earnings/ Non-
Share Other (Accumulated controlling Total
capital reserves losses) Total interests equity
REERHN/
& Hitfits  (RiBE) & FERESR HHEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT EBFT BETFT BT BEFT BT
Balance at 1 January 2010, as restated R-F-FE—-F-BZEB(EY) 1,347,931 278,519 (485,660) 1,140,790 58,363 1,199,153
Comprehensive income: 2EKE:
Profit for the period HEMNE — - 298,532 298,532 378 298,910
Other comprehensive income: Hitp2mliss:
Currency translation differences EHEFZE - 14,221 - 14,221 - 14,221
Total comprehensive income 2EKBEE - 14,221 298,532 312,753 378 313,131
Transactions with owners: HREANETHRS:
Issue of ordinary shares BITERRG
— proceeds from shares issued — BIROHMERE 60,000 192,000 - 252,000 - 252,000
— shares issuance expenses — BOIROAX - (6,557) - (6,557) - (6,557)
Transfer to statutory reserves HREEEHE - 127 (127) — - —
Employes share option scheme EEEREAE
— value of services provided - FRERB2EE - 3,228 - 3,228 - 3,228
— proceeds from shares issued — BIIROFMERE 864 476 - 1,340 - 1,340
Deemed contribution arising from acquisition of non- SRBRAGKE R RES
controlling interests by ultimate holding company MEENRER - 2,049 - 2,049 (2,049) -
Dividend relating to 2009 ZZTHEERE - - (70,422) (70,422) - (70,422)
Total transactions with owners BBEEAETZRABE 60,864 191,323 (70,549) 181,638 (2,049) 179,589
Balance at 30 June 2010, as restated RZE-FERAZTEZEH(ET) 1,408,795 484,063 (257,677) 1,635,181 56,602 1,691,873

Balance at 1 January 2011, as restated
Comprehensive income:

RZE-——F-A—-BZ&H(E)
SEKE:

Profit for the period il bed

Other comprehensive income: Hith 2E M :

Currency translation differences SHEFZE

Total comprehensive income 2EKBEE

Transactions with owners: HEFAETHRS:

Transfer to statutory reserves BREETHE

Employee share option scheme EEBRESE

— value of services provided - FREREZEBE

Consideration paid for acquisition of a subsidiary under WEARES T ZHBAR
common control BRRE

Deemed contribution arising from acquisition of non- SERBRATKEELRES
controlling interests by ultimate holding company FrE£RRERR

Dividend relating to 2010

“T-TEERS

Total transactions with owners

BEAAETZRSAH

Balance at 30 June 2011

RZB—-—FXA=tHZ&EH

1,409,056

1,409,056

The notes on pages 11 to 48 form an integral part of this condensed

consolidated interim financial information.

583,999

46,556

46,556

13,164

1,211

(88,694)

54,304

(20,015)

610,540

(72,055)

391,157

391,157

(13,164)

(112,725)

(125,889)

193,213

1,921,000

391,157

46,556

437,713

1,211

(88,694)

54,304
(112,725)

(145,904)

2,212,809

(54,304)

(54,304)

1,975,304

391,157

46,556

437,713

1,211

(88,694)

(112,725)

(200,208)

2,212,809

RENEA8H Z M E R U EBEE P E #

\
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS
HHEEPHEERER

FOR THE SIX MONTHS ENDED 30 JUNE 2011

BE-T——FXA=TRLAMEA

Unaudited
REBEZ
Six months ended 30 June

BESA=+HIEREA

2011 2010
—F——% T —TF
HK$’000 HK$'000
BT BT T
(Restated)
(E7))
Net cash inflow from operating activities EZFHZHLERNTFE 317,660 249,230
Cash flows from investing activities BRESBHZHERE
Purchases of property, plant and equipment BEWE BELEE (156,440) (69,856)
Increase in construction-in-progress EEITIREN (54,979) (48,756)
Decrease/(increase) in prepayment for property, TEfI#1% - HE N
plant and equipment BB FRIE R A (5 ) 2,060 2,778)
Consideration paid for acquisition of a subsidiary U 8 £ R #5 &1 T 2 M B A 7
under common control BRRE (88,694) —
Purchases of leasehold land and land use rights & & T4 & + 3t [z + 0 ff F 4% (31,194) —
Proceeds from disposals of property, plantand HE&EW¥ - B&EX
equipment RERS A 36,973 9,831
Proceeds from disposals of property, plantand HE®KIHELEBZDE  BE
equipment for discontinued operations PE RS 26,208 —
Net cash used in investing activities BRETHMAZESFH (266,066) (111,559)
Cash flows from financing activities REETHzREeRE
Proceeds from borrowings CEIEEE 211,912 139,771
Repayment of borrowings EEER (190,613) (75,445)
(Increase)/decrease in pledged bank deposits = IR 7717 20 (38 hn) R (79,522) 5016
Dividends paid to the owners of the Company R ARA R HA A Z R S (112,725) (70,422)
Proceeds from issuance of ordinary shares BT BRFTISEA - 253,340
Shares issuance expenses [ 1D B 1TR - (6,557)
Net cash (used in)/generated from BEES (A EXE
financing activities ZHR&FHE (170,948) 245703
Net (decrease)/increase incashandcash &R LZEY
equivalents (B D), HmiFEE (119,354) 383,374
Cash and cash equivalents at beginning of the ~ Hi# 238 & &
period ReFEEY 805,079 267,607
Exchange gain on cash and cash equivalents IR & NIB &S EWE N KRS 14,815 2,066
Cash and cash equivalents at end of the HERZRERALEEEY
period 700,540 653,047

The notes on pages 11 to 48 form an integral part of this condensed  AFEME48B 2 :Xr Bt RS D E B A R
consolidated interim financial information. Z—Z5 o

10



REZRARA A
—E-—FPHRE

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
EAEEPHMBEH M

GENERAL INFORMATION

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

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

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

This condensed consolidated interim financial information for the
six months ended 30 June 2011 are presented in Hong Kong
dollars (“HK$”), unless otherwise stated. This condensed
consolidated interim financial information has been approved for
issue by the Directors on 31 August 2011.

Key events
(a) Business combination under common control

On 15 December 2010, Foshan Welling Washer Motor
Manufacturing Co., Ltd. (“Welling Washer”, an indirect wholly-
owned subsidiary of the Company) entered into the equity
transfer agreement with % 5 /)N X #8 % (9 8 R 2 & (“Wuxi
Little Swan Co., Ltd.”) for the acquisition of 100% equity
interest in % 5/ KIS EENE 22 B R A F) (Wuxi Little Swan
Huayin Electrical Appliances Co., Ltd.) (“Huayin”) at a cash
consideration of RMB75 million (equivalent to approximately
HK$88.7 million) (the “Acquisition”). Completion of the
Acquisition took place on 17 January 2011. Given that the
Company and Wuxi Little Swan Co., Ltd. both are indirect
subsidiaries of Midea Group Co., Ltd. (“Midea”) and under
common control of Midea before and after the Acquisition,
the Company applied the principles of merger accounting, as
prescribed in Hong Kong Accounting Guideline 5 “Merger
Accounting for Common Control Combinations” (‘HKAG 5”)
issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) in preparing the financial
statement of the Group.

—BEH

BEZEEARABRTARR])RENERA]
(GRIAEEDEREARLMBE(HE]D
RiBINEE  DHERHERAERZE
LREFEREM WREBEBRME -

AREAREBEMR I ZERETERA]
A ERbU AT B NLERADHERE
QSR G B B B K B SE6E391E 3904 F -

ARRRONEBBBEXZMARAR L
R e

BREBEEBN BE_T——FRA=+
BLIEANEAZERALEE T HMBERAE
BIEEDZ27 - LB REETFHMUBKE
HERZZE——FN A=+ —HEEZFZ
HefE T -

EESH
(a) HEAZFHTHEEEH

R-ZE—FFE+-_A+HB - #UH
BRELAGRERZEERAA(RE
Vel AARRIEEE2EHMBRR])
HERNRIBERNDER QAR
NEZEHz WESREARE
75,000,0007T (48 & 7 % & ¥
88,700,0007T) Y B8 £E 85 /)N K 55 ZE £
BeEARAE ([FE])100% % # ([
B - ZzBEWHEER=-_T——F—A
THHEZEX - BRARE REH/NK
BROBRARDEAENEBEAR
REI(EMD 2z HMEKRBRAR R
BB ZEMERZS - ARER
REASE M BREAKEERSR
AgMAag(EEermMmAg) B
2 & €48 3| 55 [ R E H
GHzEHGHEI(E B G5 ED
ESFD R TE AP EFTRA ©

\
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHMEE)

1.

GENERAL INFORMATION (Continued)
Key events (Continued)

(b) Discontinued operations

On 15 April 2011, Foshan Welling Electronic and Electric Co.,
Ltd. (“Welling Electronic and Electric”, an indirect wholly-
owned subsidiary of the Company) as the vendor and f# ||
B 72 [ 35 /9 K & 28 83 A PR A & (Foshan Shunde
Midea Microwave Electrical Appliances Manufacturing Co.,
Ltd.) (“Midea Microwave”, a fellow subsidiary of Midea) as the
purchaser entered into the assets transfer agreement
(“Assets Transfer Agreement”), pursuant to which, Welling
Electronic and Electric agreed to dispose of certain
machinery equipment and molds, testing equipment and
office equipment owned by Welling Electronic and Electric to
Midea Microwave at a cash consideration of RMB22,078,100
(equivalent to approximately HK$26,208,000) (“Disposal’).
Details of the Assets Transfer Agreement and the Disposal
have been set out in the circular of the Company sent to
shareholders on 11 May 2011. The Disposal was approved
by independent shareholders of the Company passing an
ordinary resolution at an extraordinary general meeting of the
Company held on 26 May 2011. Upon completion of the
Disposal, the Company disposed of the Assets used for the
business of transformer and shaded pole motor of Welling
Electronic and Electric and ceased the relevant business.

1.

—BEH &)

EEEHER)

(b)

ARILAEZRTS

RZZ——FWMA+HA - #HILTE
EETERARAA(HEETER]
AARREEZENBRATDUAER
B 0) EREILTIEE R ENMKER

REBRAAENBEER] B
EMZREZNBARTUAE 5 & H)
FIVEEERGE(EEERGR]D -

Bt BEESTFERREURSAK
B AR22,0781007T (HHER KB
26,208,0007T) [A] & &) i % & 2 &
BREEFTERHANE THRIME
REA  BRERFAERETH
B - EEERHEREEZFESR
RZZ——FRA+—HFETFRE
ZARRNEBHA c ZBEEHER T —
—FRAZTARERITHARRRKR
FRIA S EEARGE L REI A
BBALTBAER HETKE XK
REAIEERBEEFERNEEEMN
EREREKEFENEE - WKL
HRAE -



REZRARA A
—E-—FPHRE

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHME(E)

1. GENERAL INFORMATION (Continued) 1. —REHEE)
Key events (Continued) EEEHE)
(c) Establishment of a subsidiary (c) RILHBLE

On 17 May 2011, Welling International Hong Kong Ltd.
(“Welling HK”, an indirect wholly-owned subsidiary of the
Company) entered into an agreement with two other third
parties independent of the Company and its connected
persons for the establishment of a sino-foreign joint venture
company inthe name of & /N Bl B E # & & H R QA
(Changzhou Welling Motor Manufacturing Co., Ltd.)
(“Changzhou Welling”). Changzhou Welling will be owned as
to 70%, 18% and 12% by each of Welling HK and the other
two independent third parties and therefore the registered
capital of Changzhou Welling in amount of USD25,650,000
shall be contributed by Welling HK and the other two
independent third parties in the proportion of 70%, 18% and
12% accordingly. According to the terms of the agreement,
the capital contribution to be made by Welling HK shall be in
cash and the capital contribution to be made by the said two
independent third parties shall be the 100% equity interests
owned by them in a PRC company. As at 30 June 2011,
Welling HK has fully paid its responsible part of capital
contribution to Changzhou Welling for USD17,955,000 in
cash, however, the two independent third parties have not
yet finished their part of capital contribution by completing
the transfer of 100% equity interest in the PRC company to
Changzhou Welling. As at 30 June 2011, Changzhou Welling
has not yet commenced operations.

W-—ZE——FRA++A BE l%
EBEERATHREETE] BAERA
ﬁ%%ﬁWEAmﬁE@ﬁ%ﬁi
RARBIREBEATZE=HET
UE MK BAEEMNBEES
BHEFRAR(EMRED) ZHRINE
ﬁ“?om TR RHEMME B
TR EEEMNEEZ70%
18% K12% # = W% M @ &
25,650,000 T2 i M EABHEEE
R EM M EE L E = AR
70% - 18% K&12% 2 tL Bl H & - R &
BERER  REETBEARELE
MEMMEBLIE=FBAABEER
—KPBRFER Z100%KELE -
R-T——FNAZ+E HEES
EME@m%mm%ﬁﬁﬂﬁﬁﬁ
BEEREESND TEMEE
%ﬁ%ﬁﬁ%zﬁm%ﬁhh%¢
ﬁ“ﬂZWM%%E%%%M@%

MEXBEEZEREERD - RZZE
——FXAZ=Z+H BMNAE r‘ﬁiﬁ'ﬂ
IR B
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP MBEHMEE)

BASIS OF PREPARATION

This condensed consolidated interim financial information for the
six months ended 30 June 2011 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 2010, which have been prepared
in accordance with Hong Kong Financial Reporting Standards
(“‘HKFRSSs”).

These consolidated financial statements have also been prepared
using the principles of merger accounting, as prescribed in HKAG
5. These consolidated financial statements include the financial
position, results and cash flows of Huayin as if Huayin had been in
existence throughout the period, or since its date of incorporation.
Comparative figures as at 31 December 2010 and for the period
ended 30 June 2010 have been presented on the same basis.
Before the Group gained control of Huayin’s 100% equity interest
on 17 January 2011, the non-controlling interests of Huayin from the
view of Midea has been presented in the consolidated financial
statements of the Group. Midea’s acquisition of the then non-
controlling interests of Huayin has been regarded as Midea’s
contribution to the Group.

The following are reconciliations of the effects arising from the
common control combination on the consolidated statement of
financial positions as at 31 December 2010, consolidated income
statement and consolidated cash flow statement for the period
ended 30 June 2010:

ﬁz_ﬁ——iﬁﬂ:+5¢ﬁﬂHZﬁ

REETHMBERTDIREETE G EL
FEMFPHMPBHREIRE - BRAKEP
HMBENARBRE_T—ZF+ A=
T BLEFEZFENBERR —HHE -
ZEEVBHRRRBREBFTEM B REER
(EFEMBHRELERDEHR -

FTEEMBRENERABE LS ESE
SR EZRHEFRUBEH - AR E

MEBREEEDZMBRR - FHERSB
ERE  HUENCRBA—BERFERA
EE%%&IE%E—ETE°%*"—
ZET A=t -HRBEE-ZT-ZTFRX
ﬂ:+5¢%ﬁzmﬁﬁ%&ﬁﬁgﬁi
o AEER_T——F—A+LRHEE
FEE100% A% 1 2 FE Bl AT - IR A9 BB 5
ENENEEREGESREAEEREA B
BRAZY - EHORBEDE R IFER
R RENRAEEFIENTR

UNTRIZ-—ZF+= ﬂ T-RZ&EA
Hﬁﬁﬂj‘/ﬁii‘% HE_Z-—TFRA=1H
IFEAfE 2 87 & Wi %= %Z&,iﬁ/\fﬁﬁbwiﬁ‘
EZRINKRZH AR 2 HEOT



2. BASIS OF PREPARATION (Continued)

REZRARA A

—E——FPHRE

2. BEEEER

The consolidated statement of financial positions as at 31

@ R-E-—ZEFF+_A=T—HZEHAE

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHME(E)

December 2010; B 75 4RO 5%

As Elimination

previously of the
reported Merger of intercompany As restated
(Audited) Huayin balance  (Unaudited)
Z BIERE WMEH AREEH £l
(%) & Bt i CREER)
HK$’000 HK$’000 HK$’000 HK$’000
BT T BT T BT T BT T

i) (iif) (iv)
Non-current assets EmEEE 1,326,604 9,149 — 1,335,753
Current assets MENE E 4,929,041 70,426 (3,544) 4,995,923
Total assets BEE 6,255,645 79,575 (3,544) 6,331,676
Current liabilities mEAE 4,192,742 12,037 (3,544) 4,201,235
Non-current liabilities FERBBE 155,137 — — 155,137
Total liabilities BwEE 4,347,879 12,037 (3,544) 4,356,372
Total equity and liabilities EERkBELE 6,255,645 79,575 (3,544) 6,331,676
Net current assets mEEEFHE 736,299 58,389 — 794,688
Total assets less current liabilities #2& E R A8 B & 2,062,903 67,538 — 2,130,441

o
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP MBEHMEE)

BASIS OF PREPARATION (Continued) 2. REEEE)
(o)  The consolidated income statement for the period ended 30 ) BHEZZ-—ZTFSA=THILEHEZ
June 2010: Felmk:
Elimination of
As previously the
reported Merger of intercompany Discontinued As restated
(Unaudited) Huayin  transactions operations (Unaudited)
Z RIS HEL  RAERS E I E]l|
(REB %) =X Bk BER  (REER)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT T BT T BT T BT T BT
(i) (i) (iv) v)
Continuing operations: FREEEET:
Revenue KA 4,109,908 92,071 (1,407) (284,738) 3,915,834
Profit for the period from continuing SECEERZ
operations BRI A 298,479 431 - (11,426) 287,484
Discontinued operations: ERIEEEER:
Profit from discontinued operations TS 2 R - — — 11,426 11,426
Profit for the period AR5 Fi 298,479 431 - - 298,910
(@] The consolidated cash flow statement for the period ended © HEZT-THEXA=THIESRZ
30 June 2010: mERenER:
Change in
As previously accounting policy
reported Merger of  — Derecognition of As restated
(Unaudited) Huayin  bank accepted bills (Unaudited)
BHRENS
ZHRE HEHN - &IERRRST EL])
(REEER) Gl EARE (REER)
HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT
(ii) (iii (vi)
Net cash generated from operating & 2EHEL 2
activities RBeFE 43,741 15,043 190,446 249,230
Net cash used in investing activities & & /EEIFTH 2
ReFs (108,020) (3,539) — (111,559)
Net cash generated from financing ~ BYEEHEEZ
activities RBeFE 436,149 — (190,446) 245,703




REZRARA A
—E——FPHRE

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHME(E)

2. BASIS OF PREPARATION (Continued)

©

(Continued)

U

(i

)

v)

The amount previously reported by the Group are the
same as those published in the Group’s audited
financial statements as at 31 December 2010.

The amount previously reported by the Group are the
same as those published in the Group’s unaudited
financial statements as at 30 June 2010.

The financial information of Huayin as at 31 December
2010 and for the period ended 30 June 2010 were
included by using the principles of merger accounting
as prescribed in HKAG 5 as stated above.

The financial statements of Huayin originally stated in
Renminbi (“RMB”) were retranslated into HK$ with the
following exchange rates:

— Assets and liabilities are translated at the closing
rate as at 31 December 2010 of HK$1=RMB0.8509;

— Income and expenses are translated at average
exchange rate for the period ended 30 June
2010 of HK$1=RMBO0.8775 (unless this average
is not a reasonable approximation of the
cumulative effect of the 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.

The intercompany transactions, receivable and
payable balances between the Group and Huayin
were eliminated.

The unaudited revenue and profit related to the
operating result of the discontinued operations for the
period ended 30 June 2010 were presented under

“profit from discontinued operations”.

2. BEEEER

©

€

M

(i

(i)

(v)

XL PEE LT T ES
—E-—TEf-A=f—AZ
SECHBREMAMZBE
A -

A BT A B LR
—F-TEXASTAZKE
B0 TS B P52 BUR A
A o

FHR-_ZF-TF+_A=+
—BRBE_ZE-ZEFXA=
TRIEMEZBBEER TR
A Lt & & & 5t 5| HE% AT
REZAHETRAERE -

FHRUARBTARED
BZ#HB®EK - RIATIHIERX
BENMERBEIE:

- BEHBEBERZ-Z T
FE+-A=+—HB2ZW
TERBEATH ARE
0.8509 T # & ;

- WARHAITEHE—-Z
—ZTEXA=1tHILH
M2 FfE R BT H
AR #0.8775T#H & (B
R FHEERTIESE
RERIER S A2 BT
EXRFEZ RFHER -
ERBRT AERRS
BHzEXRBERAR
X)) i &

- RREZEIRIFHAHZ
BITERME o

AEBEREHNERS - UK
R ENRZERETHIH -

BE-T-TFAA=tAL
MR BRI GRS AR
B R S B A BRI B E A A
(BRI G T2 F) -

\
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

HASGEPHMBENME(R)

2. BASIS OF PREPARATION (Continued)
(@] (Continued)

(vij  As disclosed in the note 2.1.2 (d) to the Group’s
consolidated financial statements for the year ended
31 December 2010, the accounting policy for the
derecognition of bank accepted bills has been
changed. This change in accounting policy has been
applied retrospectively. Certain adjustments have been
made to the comparative information to reflect this
change in accounting policy.

3. ACCOUNTING POLICIES

Except as described below, the accounting policies applied are
consistent with those of the annual financial statements for the year
ended 31 December 2010, as described in those annual financial
statements.

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

(@) New and amended standards adopted by the
Group

In 2011, the Group has adopted the following revised
standards and amendments to standards issued by HKICPA,
which are mandatory for accounting periods beginning on or
after 1 January 2011. The adoption of these revised
standards and amendments to standards does not have any
significant impact on the Group’s results and financial

position.
HKAS 24 (Revised) Related party disclosure
Amendment to HKAS 34 Interim financial reporting

2. BEEEER

©

(#8)

Vi) HUOAREEHE_Z-ZTF+
A+ BALFEHRANE
MEMF2120Q) T E &1
HRBRTEALER ZGETBUR
BIEEE - ZLGHBRNE
HEWENER - LREHE
ERBE TRAEUARRZE S
HERMEE) -

BB

BAdmT  MERAZEFBRRARE "
T-ZFE+ A=+ -HLEFEZFEH
BHREAEBEWEARBZFREYBRE
Pirat) — B o

APHHEZAERERRBRERFERAN
BRZBEEIR -

(a)

FEREFMB AT RE BT
Ll

R-F——%F AEECRABES
FHED A E B AT REFTER R &
AMERTA - WWEFEEET 2R R AR
BRABLR_F——F—A—RAxk
ZEABH S MRRM - KAt
FREEFT R RERE T AL &
AEENEERMBARNBEKEK

By 48R
FE

BEGFTEA BB 2B
F245% (F1E7T)

BB G ERA PHREA IS R
FEB45E 2 IERT AR



REZRARA A
—E——FPHRE

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHME(E)

3.

ACCOUNTING POLICIES (Continued)

(b) Standards, amendments and interpretations
to existing standards effective in 2011 but not
relevant to the Group

Amendment to HKAS 32 Classification of rights issues

Amendment to HK (IFRIC)
— Int 14

Prepayments of a minimum
funding requirement

HK (IFRIC) — Int 19 Extinguishing financial liabilities

with equity instruments

HKFRSs (Amendments) Third annual improvements

project published in May
2010 by HKICPA

SEGMENT INFORMATION

The principal activities of the Group are manufacturing, distributing
and selling motors and electronic and electric components for
electrical household appliances and trading of raw materials in the
PRC and overseas.

In accordance with the Group’s internal financial reporting provided
to chief operating decision-maker, the Board of Directors, who is
responsible for allocating resources, assessing performance of the
operating segments and making strategic decisions, the
management considers the business from both business and
geographical perspective.

3. ERIBRER)

(b) R-B——F4AWEHRFEE
EEAER - HIRFEAUME

MRRE
BB GFTERA H“R 2o
FEB25% 2 BRI AR
B (AR HER ENRERER
EREZEE) RE
— REF4RE
1EET AR
B8 (EBRGEHR WEZTAE
EREBZEE) BomasE
— REFE195%
BREMBHREER BEGHMA
(1BETA) eR-_T—
TFERAR
HmE=RE
Eh#IEE

4. HEWEH

AEBEZTEXBRETERESINRE -
DHEHERRER CERRETEREM
RN EEERMHEL

BREAEERITEEIRER FEHZE
BOBRARMELHERMREFZ FELE
RENEEG NP BHRE  EEER
RAREBRICEM T mEEEBKKR -
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHME(E)

SEGMENT INFORMATION (Continued) 4.

From business perspective, the Group organised into the following
main business segments:

Micro motors — manufacture and distribution of motors
business mainly for air-conditioner and refrigerator
compressor
Washing motors — manufacture and distribution of motors
business mainly for washing machine, dish washer

and food processing machines

Raw material — trading of raw materials
business
Others — manufacture and distribution of reactors and

other businesses, subsequent to the
disposal of the assets as disclosed in note
20, the remaining assets and liabilities of this
business have been transferred to micro
motors business
Discontinued — manufacture and distribution of transformers
operations and shaded pole motors

The chief operating decision-maker assesses the performance of
the operating segments based on the profit before income tax for
the period.

SEEH (&)

REBHTEE D AEBEKEATEER

Bl

MERESH - FERERSWEA
Kook 46 BB M 2 Bt

SR B TS —FEZRERDHEE
K AR ER
minLes B

JR M B ZE TS —BERMHE

Hfth 5 —HERDHENER
Hih 5 - KQHEH
0B EZEE
% WEEBHTH
BENRBECHEHEM
EREH

RIEREXT —RERDHERES
REBHBE

T ERERKERE AR S B AT
HAEEEN 2 RA -



REZRARA A
—E——FPHRE

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

HASGEPHMBENME(R)

4. SEGMENT INFORMATION (Continued)

Primary reporting format — business segments

The segment information for the six months ended 30 June 2011

4. HEHEFR)
EEREHK - BB

BE-_Z——FRA=+tRHLERERAZS

are as follows:

Micro motors
business

Washing
motors
business

HK$000 HK$000
EETR BETR
Gross segment revenue FRR T N 4,427,015 1,665,564
Inter-segment revenue AEEBA (2,185) (11,486)
Revenue (from external customers) A (R &S REF) 4,424,830 1,654,078

Operating profit/(loss)
Interest expense (Note (a))
Interest income (Note (a))
Exchange gain/(loss)

BENB/ (BR)
2R3 (I )
i BN (B 7 ()
B3 M/ (B8

Finance (cost)/income — net

BE(RE) /WA - FR

Share of profit of associates

e RRINE

361,397
(18,334)
21,226

735

89,523

(2,376)
181
4,119

1,924

MERET :

Total

Raw material Corporate Continuing

business function operations

aHE
HK$'000
BETT

RHHEE
HK$'000
BETT

B
HK$'000
BETT

2,037,522
(2,034,465)

8,130,101
(2,048,136)

3,057 =
17,017 (2,630)
(21,510) (2,511)
102 11

= (321)

6,081,965
466,207
(44,731)
21,520
4,533
(21,408)

(2,821) (18,678)

19,963 19,963

(3,491) 14,512
= (17,854)

467,492
(88,780)
(3,491)

(3,342) 378,712

352,088 121,374 6,450,615
28,568

248,980
6,728,163
310,450

172,678 4,462,627

52,727

4,515,354

241,939

Discontinued
operations

BIEGERY
HK$'000
BETT

426,413
(111)

426,302
17,376

132

132

17,508
(5,063)

12,445

Total
Group

at

AR08
HK$'000
BRI

8,556,514
(2,048,247)

6,508,267
483,583
(44,731)
21,652
4,533
(18,546)

19,963

485,000
(93,843)

391,157
6,450,615
28,568
248,980

6,728,163

4,462,627
52,727

4,515,354

242,613

Profit/(loss) before income tax NBETEHAFE/(58) 365,024 91,447
Income tax expense FEREX (54,116) (16,810)
Profit/(loss) for the period HEAE/(FB) 310,908 74,637
Segment assets AHEE 4,166,451 1,810,702
Deferred income tax assets ERMEHEE

Investments in associates BEARRE

Total assets BEE

Segment liabilities AHEE 2,845,848 1,133,651

Deferred income tax liabilities REFEHAR

Total liabilities e

Capital expenditure BARY 11,714 130,225
Material non-cash expenses EXFREME

Amortisation of leasehold land and 78 & £ i [z £t 5% A 42 4 4%
land use rights 881
Depreciation of property, plantand #1% - BiER R EHE

equipment 31,978

Note:

(a) Inter-segment interest income and inter-segment interest expense amounted

to HK$18,278,000 were included in the amount presented.

@ DEBEFEK AR D IEASHEEE
18,278,000 E B IFEE 25| £ FA ©

\

e
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP MBEHMEE)

SEGMENT INFORMATION (Continued)

Primary reporting format — business segments

(Continued)

The restated segment results for the six months ended 30 June
2010, segment assets and liabilities as at 31 December 2010 and
other segment items for the six months ended 30 June 2010 are as

4. SEEHE(ER)
FTERERX - XBSBE)

HE-Z-ZFXA=1+RHLERNEAZSE

5> AR S AA

WB—FFEL=A=+—
A2z BAERAR URBE

25

=

follows: FERAZTHIEARER 2 b5 EEEMNT
Washing Total
Micro motors motors  Raw material Corporate  Continuing  Discontinued Total
business  business business Others ~ function operations  operations Group
/ P N . BEAE  RIEEE AR
WEREY BHRER RMHEER Hit @Emae %185 % A%E
HK$'000  HK$'000 HK$'000  HK$'000  HK$'000 HK$'000 HK$'000 HK'000
BETT E%Tr E%Tr AT E%Tr E%Tr BT BETx
Gross segment revenue BAHPA 2,612,825 1,246,161 1,531,459 54,146 — 5444591 285,450 5,730,041
Inter-segment revenue 1L ON (947) @1)  (1,527,499) - - (1,528,757) (712) (1,529,469)
Revenue (from external customers) WACRBINEEF) 2,611,878 1,245,850 3,960 54,146 — 30915834 284,738 4,200,572
Operating profit/(loss) gERRE/(H8) 216,122 137,659 14,970 2,575 (5,600) 365,726 15,145 380,871
Interest expense (Note (a)) 258 3 (B 7E (@) (13,675) (1,647) (16,146) - (3,443 (34911 - (34911)
Interest income (Note (a)) F 2 A (B 2% (@) 17,813 530 66 2 49 18,460 14 18,474
Finance income/(cost) — net BEWN/(RA) — FE 4,138 (1,117) (16,080) 2 (3,394) (16,451) 14 (16,437)
Share of profit of associates g2 NSEp | - - - - 7,059 7,059 - 7,059
Profit/(loss) before income tax B EHAFE/ (HR) 200260 136,542 110 2577 (1935) 356,334 15159 371,493
Income tax expense FEREY (31156)  (23,660) - (704)  (13331)  (68,850) (3733 (72,583
Profit/(loss) for the period HEFE/ (FB) 189,105 112,882 (1,110) 1,873 (15266) 287484 1426 298,910
Segment assets ABEE 3,455,636 1,807,612 461129 320,750 3,011 6,048,038 27,733 6,075,771
Deferred income tax assets BREFREHEE 32,254 - 32,254
Investments in associates BERRRE 223,651 — 223651
Total assets LEE 6,303,943 27733 6,331,676
Segment liabilities SEHEE 2,588,400 1,099,168 430,099 185,747 2,185 4,305,599 — 4,305,599
Deferred income tax liabilities BEFMEHAE 50,773 - 50,773
Total liabilities Baf 4,356,372 — 4356372
Capital expenditure EENGE 70,423 44,804 - 546 17 115,790 2822 118,612
Material non-cash expenses EXHBREHR
Amortisation of leasehold land and land use rights & £ 15 [% £ {5 7 42 4 84 697 659 - 112 - 1,468 - 1,468
Depreciation of property, plant and equipment mE - BERRBERE 24,432 15,479 - 1,835 28 M,774 1,501 43,275
Note: B 5
(@ Inter-segment interest income and inter-segment interest expense amounted (@) DEHEANSBARSBEMNEHAXES

to HK$16,146,000 were included in the amount presented.

16,146,000 E BIEE LIS FEA °



REZRARA A
—E——FPHRE

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

HASGEPHMBENME(R)

4. SEGMENT INFORMATION (Continued)

Secondary reporting format — geographical

segments

The Group is domiciled in the PRC. The Group’s revenue from

external customers located in the PRC and outside the PRC are

presented as follows:

Continuing operations

S A

(&)

REHERNX — HES B

AEEERTE AKERETEEAR

BINZINRERPZWA - 251

FREGEED

Micro Washing Raw
motors motors material
business business business Total
HE ot itE E##
EX EHER EXi a5
HK$’000 HK$’000 HK$’000 HK$°000
BETR EETR EBETR BETRT
For the period ended BE-_S——f§
30 June 2011 AAZt+IEEE
Revenue from external DELETER P
customers in PRC REP ZHA 3,894,873 978,336 4,876,266
Revenue from external R B IR S A
customers outside PRC REFZWA 529,957 675,742 1,205,699
4,424,830 1,654,078 6,081,965
Micro  Washing Raw
motors motors material
business  business  business Others Total
T E i3 JR M
X EMER EY Hth &&h
HK$'000 HK$000 HK$000 HK$000 HK$000
BETT BETT BETT ABETT AB¥ETET
For the period ended 30 June B E—-ZT — T4
2010, as restated ANA=+HIEEE
(E5))
Revenue from external R B LR A AR
customers in PRC BREZIA 2,244,241 794,514 3,960 48,936 3,091,651
Revenue from external 2R B IR AN IR
customers outside PRC B2 367,637 451,336 — 5210 824,183
2,611,878 1,245,850 3,960 54146 3,915,834

23
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP MBEHMEE)

4. SEGMENT INFORMATION (Continued) 4. HEBEHE)
Continuing operations (Continued) HEEEEBE)
No geographical segment analysis on non-current assets is HRAEEBRIHEE(E@RIARE
prepared as substantially all of the Group’s assets were located in EAEREERINEMRPE - L&
the PRC, except for financial instruments and deferred income tax REERBEEZHRD BN -
assets.
Turnover represented revenue from external customers and is the EEEERBINRETPHA - HE G AL
same as revenue in the condensed consolidated interim income AR EROKAER -
statement.
Information about a major customer FHA—BEEERZEH
Revenue of approximately HK$1,278,597,000 (2010: U AP 4978 1,278,597,0007T (ZZF —Z4F ¢
HK$687,978,000) is derived from a single customer, contributed to 7B #687,978,0007) KB —HEF » FIIAGK
the revenue of the operating segment of micro motors business. BHEBNZEDLHUA -

5. OTHER (LOSSES)/GAINS — NET 5. Hh(&#E) Wz — F8#E
Continuing operations BEEEER

Six months ended 30 June

BEAA=THLEREAR

2011 2010
—E——5 —E-%F
HK$’000 HK$'000
BETRT BE T
(Restated)
(&%)
Government grants BT 5 B 3,653 3,487
Loss on disposal of property, plant and equipment HEWE - BE R R EEE (2,252) (1,627)
Penalty income T A 1,642 1,735
Derivative financial instruments: PTESRIAE:
— fair value gain/(loss) on commodity future — IRABRIEYREHREECH
contracts not qualified for hedge accounting: mEBEADDFEKS(BE):
not settled KEE (22,924)
— fair value gain on commodity future contracts ~ — N A BRIEL M & RE 2 75
not qualified for hedge accounting: settled mMBEAY LA TERE BEE 16,055
— fair value gain on foreign exchange forward —IREESREEREHEEZE
contracts not qualified for hedge accounting: HINESHATERG  KEE
not settled 23,5692
— fair value (loss)/gain on foreign exchange — THEEREHAEHREE R
forward contracts not qualified for hedge HONES D AT EER), M
accounting: settled B&EE (5,973) 8,351
Exchange loss e R E B (2,108) (4,346)
Others Hith 376 (306)
(759) 24,017
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP MBEHMEE)

6. EXPENSES BY NATURE 6. BUMESEZHEX
Expenses included in cost of goods sold, selling and marketing BREHEERKA  HERTISHEK
costs and administrative expenses are analysed as follows: ARTERAIZHEZ WO :
Continuing operations FEGSEER
Six months ended 30 June
BEANA=1+BL<HEA
2011 2010
—E——% —ZE—FF
HK$’000 HK$’000
BT BT T
(Restated)
(E31))
Depreciation e 56,759 41,774
Amortisation BiH 1,674 1,468
Employee benefit expense EERFMAX 400,384 256,401
Operating lease rental for land and building 1 i X EFEEHEM & 5,599 1,996
7. FINANCE COSTS — NET 7. MEREX - F#
Continuing operations FESEER

Six months ended 30 June
BEAA=+HIEREAR

2011
—®——f
HK$°000
T

Interest expense
Exchange gain/(loss) — net

MBRX
B (BR) — F8

2010
—E-FF
HK$'000
BT
(Restated)
(&%)

(26,453)
4,533

Finance cost
Finance income — interest income on
bank deposit

BERA - RITEKZ
FL B WA

(17,202)
(1,564)

(21,920)

3,242

Net finance cost

BEKAFE

(18,766)

2,315

(18,678)

(16,451)
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHMEE)

INCOME TAX EXPENSE 8. FiEHMX
PRC corporate income tax is provided for on 25% of the profits for BRETHBAARZMEBBATES
the PRC statutory financial reporting purpose, adjusted for those 5% TREBEMNEBRREIN PEDEM
items, which are not assessable or deductible for the PRC BB IEREEE VB 2HFH 225%5t
corporate income tax purpose, except for certain subsidiaries B o WAEHDARAPRES RSB /R
which were entitled to different preferential tax rate of 15% during BB Z S HEEL AR EB TFIARME -
both periods.
Profits tax for other locations has not been provided as the Group R AN 52 (B A E b B4 37 48 F (7] B ER A A
did not have any assessable profits in those locations. B UL AR R E B 2 RS R o
Continuing operations FEEEER
Six months ended 30 June
BEAA=1+HLAXEAR
2011 2010
—ET——f —ZT—TF
HK$°000 HK$'000
BETR PSS T
(Restated)
=7
Current tax BN EA R 18
— PRC corporate income tax — REDEMEH 61,654
Deferred income tax BEEFTST 7196
68,850
EARNINGS PER SHARE 9. BiEF

The weighted average number of ordinary shares for the purposes
of calculating the basic and diluted earnings per share for the
periods ended 30 June 2011 and 2010 have been retrospectively
adjusted for the effect of share consolidation completed on 27 May
2011.

REAEHZE-ZE——FR_ZT—ZTEX
A=+HLHHSREARBERN 2T
BRMEFHHEEEBPAZE  URBHRZ
T——FRAZ+EHEXBRDAHOE
@,



REZRARA A
—E-——FPHRE

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHMEE)

9. EARNINGS PER SHARE (Continued)

(a)

Basic

(a)

Basic earnings per share are calculated by dividing the profit

for the period by the weighted average number of ordinary

shares in issue during the period.

Continuing operations
Profit for the period from continuing

operations attributable to the owners of

the Company (HK$’000)

FECEER

ARBEFEEARGIHEL
8 TS B ) RO A
(B¥T L)

Weighted average number of ordinary
shares for the purposes of basic
earnings per share ('000 shares)

At EBREARN ZE
388 P 0 4 T35 88 ()

Basic earnings per share (HK cents)

FREXRZF CEW)

Discontinued operations
Profit for the period from discontinued

operations attributable to the owners of

the Company (HK$'000)

BRIEEEER

RRRHER ARG K IEE
EEBHENNEEE
T

Weighted average number of ordinary
shares for the purposes of basic
earnings per share ('000 shares)

A ESRERRMNZE
378 D 45 B (T )

Basic earnings per share (HK cents)

BREREZF CEW)

Profit for the period attributable to the
owners of the Company (HK$’000)

RRARHER ARG
HREMNECES T

Weighted average number of ordinary
shares for the purposes of basic
earnings per share ('000 shares)

RABEERERRN 2K
478 B hn T 15 B ()

Basic earnings per share (HK cents)

FREARZF GEA)

9. BREFGE)

EX

FRERBN T B FE B A 5
NEETERR Z NEFHEFE -

Six months ended 30 June

BEAA=THILEREAR

2010

—ZT-ZF

(Restated)

(&%)

378,712 287,106
2,818,113 2,750,623
13.44 10.44
11,426

2,818,113 2,750,623
0.44 0.41
391,157 298,532
2,818,113 2,750,623
13.88 10.85
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

HASGEPHMBENME(R)

9. EARNINGS PER SHARE (Continued)

(b) Diluted

For the six months ended 30 June 2011 and 2010, diluted
earnings per share were calculated by adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The
dilutive potential ordinary shares of the Company are
performance-based share options. For the share options, a
calculation is done to determine the number of shares that
could have been issued based on the attainment of the
performance target at the end of the period. The number of
shares calculated as above is compared with the number of
shares that would have been issued assuming the exercise

of the share options.

9. BREFGE)

(b)

e

BE_T——FR-F-ZFFRA=
THELEANEA SREFRAIIE
WY ETEBER 2 METFEBUE
HABMAE  ABRRBHAEE
EHELTBRR ARAZBEEHE
EBRBRRARE A BRE - 5
BRENS  CFORRBARKES
ZAEBRAEERARITZ RO
B2t - EXFIEZ R BB 2R
REREETEMDHITZIRMOE
BEfEHLLE -



REZRARA A
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHMEE)

9. EARNINGS PER SHARE (Continued) 9. BREAE)

(b) Diluted (Continued) (b) #FH(E)

Six months ended 30 June

BESA=THILEAREA

2010
—T-TF
(Restated)
(27%)
Continuing operations BEEEER
Profit for the period from continuing operations ZxA 7 # B A JE/E 15 B 48 &
attributable to the owners of the Company E2-cls okl
(HK$’000) (B®Fx) 378,712 287,106
Weighted average number of ordinary shares it ESFRE KB F| 2 L@
for the purposes of basic earnings per share % N4 F 19 & (T %)
('000 shares) 2,818,113 2,750,623
Adjustments for share options (‘000 shares) HBREEL 2 B (FR) 44,250 31,022
2,862,363 2,781,645
Diluted earnings per share (HK cents) FREERZF B 13.23 10.32
Discontinued operations RIEEEETR
Profit for the period from discontinued PAN/NETE ¥ DN - S
operations attributable to the owners of the E -G InEEokilbc|
Company (HK$'000) (B TFT) 11,426
Weighted average number of ordinary shares st 51 & & & 2 A & 5
for the purposes of basic earnings per share 2 % 3@ % in i F15 8 (T )
('000 shares) 2,818,113 2,750,623
Adjustments for share options (000 shares) — $ B MEEL 2 AR (FR) 44,250 31,022
2,862,363 2,781,645
Diluted earnings per share (HK cents) FREERT B 0.43 0.41
Profit for the period attributable to the owners — ZRA &) #E B A 15 HA RS R B (8
of the Company (HK$’000) ) 391,157 298,532
Weighted average number of ordinary shares ~ Biat EFRE KRB F| 2 L@
for the purposes of basic earnings per share A% 4 F 19 & (T %)
('000 shares) 2,818,113 2,750,623
Adjustments for share options (000 shares) — ¥f & i # /B 2 8 2 (T %) 44,250 31,022
2,862,363 2,781,645
Diluted earnings per share (HK cents) BREERF (B 13.66 10.73
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHMEE)

10. DIVIDENDS 10. &2
A 2010 final dividend of HK0.8 cent (2009 final: HKO.5 cent) per
ordinary share before share consolidation, totaling approximately
HK$112,725,000 has been declared in the Company’s Annual
General Meeting on 26 May 2011 and was paid to the owners of the

RARR-ZFE——FHRB - +REETH
BREFAGLIER-Z-—ZFREKE
FREBROSEN (RN EHINZZETA
FRE 058 - & K4 E ¥112,725,000
TER-_F——FNA+ERRARAHEA
ANIEFT e

Company on 17 June 2011.

EEFRTERBE_Z——FRA=T
BIERERzHHERE(CE -4 &)

The Directors have resolved not to declare an interim dividend in

30

respect of the six months ended 30 June 2011 (2010: Nil).

11. CAPITAL EXPENDITURE

1. EXHEX

Leasehold land

and land Property, plant
use rights and equipment
HELTR M BE
b {55 F #E RRfE
HK$'000 HK$'000
BT T BT T
Opening net book amount as at R-F—FTF—A—BZHMEK
1 January 2010, as restated HFEET) 124,496 710,046
Additions mE — 118,612
Disposals & — (11,458)
Amortisation/depreciation charges B TERY (1,468) (43,275)
Exchange difference EHER 1,147 6,329
Closing net book amount as at NR-ZF—FFRA=Z+HZHX
30 June 2010, as restated REFEET) 124,175 780,254

Opening net book amount as at

RZF——F—A—BZHNEK

1 January 2011, as restated miFEES) 125,509 883,435
Additions RE 31,194 211,419
Disposals HE - (39,225)
Disposal for discontinued operations HERIELEEER - (23,751)
Amortisation/depreciation charges e EMRY (1,674) (57,885)
Exchange difference EHER 3,171 19,676

Closing net book amount as at
30 June 2011

RZB——F A=+HZHRRKR

HiFE

158,200

993,669
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

HASGEPHMBENME(R)

11. CAPITAL EXPENDITURE (Continued) 1.

Certain of the property of the Group with net book value of
approximately HK$98,719,000 (31 December 2010: approximately
HK$97,891,000) and leasehold land and land use rights with net
book value of approximately HK$61,060,000 (31 December 2010:
approximately HK$60,429,000) have been pledged as security for
the Group’s short-term bank borrowings (Note 16).

BEXFZ(ER)

REE 7 GBARTEFRAREBEDFE
AP 98,719,000 (ZE—TF+ A=
+—H: 48 #97,891,0007T) 2 & T ¥ E LA
M EREFELH B 61,060,000 (ZE—F
F+ZA=1+—8: 4%%60,429,0007T) Z
THE T &+ AREERE RN &
16) °

12. INVENTORIES 12. &£
As at
®
<[ON T LR R 31 December 2010
—F——f —E-TF
~A=+H +-—A=+—H
HK$’000 HK$'000
BT BT T
(Restated)
(E31))
Raw materials JR 259,167 313,150
Work-in-progress TE R 46,388 72,697
Finished goods AL om 709,139 1,557,903
1,014,694 1,943,750
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHMEE)

13. TRADE AND OTHER RECEIVABLES 13. ES R H it FEUL K
As at
®
30 June 31 December
2011 2010
—F——f —ET-FF
~A=+1+H +=—A=+—H
HK$’000 HK$’000
BETR BT T
(Restated)
(&)
Trade receivables (Note (a)) B 5 FE WK (M 3% (a) 1,035,672 886,118
Less: provision for impairment RO E B (24,811) (17,189)
Trade receivables — net BHREWK — F58 1,010,861 868,929
Notes receivables (Note (a)) JE 5 2= 4% (Bff X (@) 543,449 385,601
Prepayments AR 167,674 173,305
Other receivables Eh JiE W 5K 90,838 195,229
Less: provision for impairment of other R L FE R
receivables DERERE L] (471) (461)
Prepaid value-added tax — net TRfTEER — F5E 37,635 116,355
1,849,986 1,738,958
Less: non-current portion B FERNEAER
Prepayment for property, plant and FERWE - BEREERE
equipment (16,275) (18,335)
1,833,711 1,720,623
(a) The majority of the Group’s export sales are on letter of credit (@) AEB T HOHEKRBDAZEEK
or documents against payment, or covered by customers’ M ZBEHFRET  SKUBREEH
standby letters of credit or bank guarantees. The remaining EEBRBTIERERE - Hib &
amounts with credit terms of 30 days to 90 days. As at 30 B EHA30HEH - R-E—
June 2011, the ageing analysis of the gross trade receivables —®EXA=+H BHEkKZ R EK
and notes receivables are as follows: SEEmEE B IR
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHMEE)

13. TRADE AND OTHER RECEIVABLES

(Continued)

(a) (Continued)

Gross trade receivables: BEoEREE:
Within 3 months =@ AN
3 to 6 months =Z=XEAR
Over 6 months NE A E
Notes receivables: FEUW E HR :
Within 3 months ={EAMUR
3 to 6 months =ZNEAR

As at

30 June
2011
—F-——%
~A=+H
HK$°000
BT

. ES R Hfth W R (&)

31 December
2010
—E-TF
+-A=+—H
HK$'000
BT T
(Restated)
(E73)

949,505
80,516
5,651

790,596
88,974
6,548

1,035,672

886,118

As at

30 June
2011
—g——%
~A=+H
HK$°000
EETR

31 December
2010
—E-FF
+-A=+—H
HK$'000
BT T
(Restated)
(E73))

301,315
242,134

230,007
155,594

543,449

385,601
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHMEE)

14.

SHARE CAPITAL 14. X
Authorised
Ordinary shares
EEBRE
ZEBER
Number of shares
('000) HK$’ 000
B BE (FR) BT
At 1 January 2010, 30 June 2010, R—E—ZFTF—H—AH-
31 December 2010, at HK$0.1 each —E-TFRA=TH"
—E—ZEF+-_A=+—H
EREEEEIT 20,000,000 2,000,000
Share consolidation (i) & 15 & £ (i) (16,000,000) -
At 30 June 2011, at HK$0.5 each RZE——FA=1TH
BREEB%0.5T 4,000,000 2,000,000

Issued and fully paid
Ordinary shares

ERTRARRE
2B R
Number of shares
('000) HK$’000
& &8 (FA%) BET T
At 1 January 2010, at HK$0.1 each R-ZE—ZFTF—H—H
FREEAEEIT 13,479,314 1,347,931
Issue of ordinary shares (i) BT E PR ) 600,000 60,000
Employee share option scheme EEBKREE
— proceeds from shares issued (i) — IR 19 B 17 BT 15 FA (i) 11,250 1,125
At 31 December 2010 and 1 January 2011, R=_E—ZF+-_A=+—HK
at HK$0.1 each —2——%—H—H
BREEBEIT 14,090,564 1,409,056
Share consolidation (i) Bt & £ (i) (11,272,451) —
At 30 June 2011, at HK$0.5 each RZT——FA=1TH
EREMEBECST 2,818,113 1,409,056




REZRARA A
—E-——FPHRE

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHMEE)

14. SHARE CAPITAL (Continued)

(0

(iii)

On 29 March 2010, Midea Holding (Cayman Islands) Limited
(“Midea (Cayman Islands)”), the parent company of the
Company) entered into a placing agreement with a placing
agent and the Company, pursuant to which, Midea (Cayman
Islands) agreed to place, through the placing agent,
1,200,000,000 existing shares of the Company to not less
than six independent investors at a price of HK$0.42 per
share. On the same date, Midea (Cayman Islands) entered
into a subscription agreement with the Company, pursuant to
which, Midea (Cayman Islands) conditionally agreed to
subscribe for 600,000,000 new shares of the Company at a
price of HK$0.42 per share. Such 600,000,000 new shares
were issued for the subscription on 9 April 2010 raising net
proceeds of approximately HK$245 million which were
intended to be used for the development of motor business
of the Group and for general working capital of the Company.
The net price raised per share was approximately HK$0.41.
These shares rank pari passu with the then existing issued
shares of the Company.

The share options exercised by a Director of the Company
and certain employees of the Group during the year, resulted
in a total of 11,250,000 shares being issued at HK$0.157 per
share, yielding proceeds after transaction costs of
approximately HK$1,740,000. The weighted average closing
price of shares of the Company at the time of exercise of
share options was HK$0.39.

Pursuant to an ordinary resolution passed at the
extraordinary general meeting of the Company held on 26
May 2011, every five issued and unissued shares of HK$0.1
each in the capital of the Company were consolidated into
one share of HK$0.5 each and the share consolidation
became effective on 27 May 2011. The weighted average
number of ordinary shares for the purposes of calculating the
basic and diluted earnings per share for the periods ended
30 June 2011 and 2010 have been retrospectively adjusted
for the effect of share consolidation completed on 27 May
2011.

14. BRAE(E)

(iii)

R-ZE—FE=ZA-+18 AQ7
BARENER(FAEHS)BRAA
(EM(REED)])ERERERKE
RAEIFRI M E R - Bk =60 (F
ERS)REBAAREREBEERR
DA B042TT  MADRAERBELE
& & Fid £1,200,000,00008 " A R IR A
f&th - AH  EHN(REHS)EAR
ARl REHE Bt EN(FHE
HE)ARHERERERKNEE042
JLR 600,000,000 A A B o
600,000,000 FT IR M ER=F —F
FOMANBET  UHRE BEL
75 #245,000,0007T K FIT 15 5% T8 % 58
RIBEERAEENESHEBT R
KRR —MEBEES - BRFEA
BAOABAEMT - HERGEEARA
AIERBEETRMOERAR -

KRR —REBEEFRAEELHEER
FROTEBERRBE &3 EH
11,250,0000% % 15 LA &F B% 7 #0.157 7T
WERET IKRXHBEOME
FKIE 4 B S #1,740,0000T - B A% 1E
BATER - ARQER D 60 T 1
MEAB0.39TT -

BE-_ET——FRA-FTARBHN
RAAFIRRER ARG EBRHESR
BhRERAEEASBITHARRA
BARDETRAETRNDE A
— TR EE B B0 AR A K
w BRHEHRZE——FRAZT
tHEM - AEstEEE=T——F
F—E-—ZEFXA=+HILHHEER
EARARBERF 2L BRINETH
HOBPHAE  URMPR-_ZT——F
FAZHEAZRKBRGEHOTE -

\

35



Welling Holding Limited
Interim Report 2011
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BRSSP HMBEHMEE)

15. OTHER RESERVES 15. Hibf# &
Statutory General  Enterprise Share
Share reserve reserve expansion option Exchange Merger
premium fund fund fund reserve reserve reserve Total
EE R —-RiEE LEER
30834 ¥ -3 B BRERRE ERGE BB &t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETL BETT BETLT ABBTT BETT

Note (a) Note (a) Note (a) Note (b)
Fi 5% () 1 5% (a) M7t (a) i &% ()
Balance at 1 January 2010, R-%-%£-A-H
as restated ZERR (BT 3,336,373 2,140 80,464 71,441 17,847 (1,331)  (3,228,415) 278,519
Issue of ordinary shares BIEER
— proceeds from shares issued ~ — EE{TRH G FA 192,000 - - - - - - 192,000
— shares issuance expenses - BIRHAX (6,557) - - - - - - (6,557)
Employee share option scheme  {& 8 B8 & ## 1 )
— value of services provided - FREREZEE - - - - 3,228 - - 3,208
— proceeds from sharesissued ~ — 2 &R FTE A 476 - - - - - - 476
Currency translation differences ~ EMER =& - - - - - 14,221 - 14,221
Transfer to statutory reserve BRZETHRE - (955) 1,082 - - - - 127
Deemed contribution arising from & 4 ¥ it /A ] 4 B FE 4% B
acquisition of non-controlling BRMELN
interests by ultimate holding BRIERR
company - - - - - - 2,049 2,049
Balance at 30 June 2010, R-ZB-F£~XA=+H
as restated ZER(ET) 3,522,292 1,185 81,646 71,441 21,075 12,890 (3,226,366) 484,063

Balance at 1 January 2011, R-¥-—-%-A-8H

as restated Z &8 (E5)) 3,522,431 104,329 95,176 23,688 59,147  (3,223,623) 583,999
Employee share option scheme ~ {& & it & 51 &
— value of services provided - FRERBzEE 1,211
Currency translation differences ~ EMEN %&£ 46,556
Transfer to statutory reserve BREEERE 13,164
Consideration paid for acquisition 1 & £ [Fl#2 %I T 2

of a subsidiary under MHEARBMNKE

common control (88,694) (88,694)

Deemed contribution arising from £ #& 2 & 73 &) I i 38 12 ik
acquisition of non-controlling BEEMEEN

interests by ultimate holding RIEE B
company
Balance at 30 June 2011 R-®8—-—%5xA=+H
F4 ] 3,522,431 110,911 101,758 24,899 105,703 (3,258,013) 610,540
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ERASETHMBEHME(E)

15. OTHER RESERVES (Continued)

(@

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

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

15. Hfth it 5 (48)

(@)

RRBEFE B AR AEGTHE
FERFER  ARBREZEBER
MR- ZEMBRARARKSE TE
EEE DR —RERBESRD
XuRED HABBRRKRERTR
B0 Z AR o &AL AR IR
EREAEEER A RAR
MRS ARMRR 2 BREER
BatE - WEHhERBARAR A
MEMONDEEZHBEES  EEZ
FRERESEBEZHEEMERZ
50% &3 1E © It 55 BRIt H B A A
EERRBET REGBRESEHR
ERERM ARG AFERERG
BELIEMER -

Bt REBEEARES T RBRAN
ZHREBRRBEEATARNEE
REMBRRZBRAHREBRAZE
BREZER -
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16. BORROWINGS

16. &=

As at

Non-current
Long-term bank borrowings, secured

FEEN
RHRTER - FEMA

Current
Short-term bank borrowings, unsecured
Short-term bank borrowings, secured

BN #A
RERITIER — BIEM
RERITIER — AEM

30 June 31 December
2011 2010
—F——% —T-FF
~A=+H +-—A=+—H
HK$’000 HK$'000
BETT BT T
(Restated)

(&%)

169,792 104,364
130,127 190,346
67,190 51,100
197,317 241,446
367,109 345,810

The effective interest rates of the above floating rate borrowings at

the end of the reporting period were 2.32% per annum (31

December 2010: 1.90% per annum).

Certain of the property of the Group with net book value of

approximately HK$98,719,000 (31 December 2010: approximately
HK$97,891,000) and leasehold land and land use rights with net
book value of approximately HK$61,060,000 (31 December 2010:
approximately HK$60,429,000) have been pledged as security for

the Group’s short-term bank borrowings (Note 11).

38

R EHEERE  FIFBERZER
FERE A% (CE—ZFEFE+-A=
A F5%1.90%) °

REBZEHRITERAREEREFE
AW 98,719,000 (ZE—ZTF+ A=
+—H : #)75%97,891,0007T) 2 % T ¥ % M
M EREFE 48 61,060,000t (= —=
F+ZA=+—8: 4%%60,429,0007T) Z
HE LR T E REEREMRM
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ERASETHMBEHME(E)

17. TRADE AND OTHER PAYABLES

17. ESRHEMERR

As at
®

Trade payables (Note (a))
Notes payable (Notes (a) & (b))

B 5 EN (K )
& 2% (M 5E () & (b))

Provision for staff welfare and bonus
Accruals

Advances from customers

Others

BTN RICAER
BREM

B EFEX

Hit

30 June 31 December
2011 2010
—g——% —E-TF
VR d:l - A=+—H
HK$’000 HK$'000
BT BT T
(Restated)

(E73)

1,550,083 1,724,081
2,020,569 1,356,659
3,570,652 3,080,740
91,783 136,571
45,047 26,002
15,890 10,348
93,372 167,683
3,816,744 3,421,344
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HASGEPHMBENME(R)

17. TRADE AND OTHER PAYABLES (Continued)

(@) As at 30 June 2011, the ageing analysis of the trade payables
and notes payables are as follows:

17.

B RHMbIEMSRE)

@ RZE-——FRA=tH BZEH
AR ENERZREOMOT:

Within 3 months =@ AURN
3to 6 months == @A
Over 6 months JNE A B £

As at
S

30 June 31 December
2011 2010
—g——F —E-TF
VR =l - A=+—H
HK$°000 HK$'000
EETT BETT
(Restated)
(7))
2,503,097 2,313,040
1,052,324 756,607
15,231 11,093
3,570,652 3,080,740

(b)  The balance represents non-interest bearing bank
acceptance notes issued by the Group with maturity periods
of less than nine months. As at 30 June 2011, certain notes
payables were pledged by bank deposits of approximately
HK$310,989,000 (31 December 2010: approximately
HK$232,555,000).

18. CONTINGENT LIABILITIES

As at 30 June 2011 and 31 December 2010, the Group and the
Company did not have any material contingent liabilities.

18.

) BHEEHRAFAEBEZEHTEHEIRTT
AT RREEER DR A
A-RZZE——FA=+H HF
ENEZEBEUARITERHNEE
310,989,000t (= —ZTF+=-A =
+ — B : 4974 #282,555,0007T) {E &
G G

HAER

KT —#XA=tAR-FT-T4T
“AZt—8 ARBRAATLMEER
EAZHRAGM -
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

HASGEPHMBENME(R)

19. COMMITMENTS 19. K iE

(a) Capital commitments (@) BEXEZXEIE

30 June 31 December
2011 2010
—g——f —T—TF
~A=+H +=—A=+—H
HK$’000 HK$'000
BETT BT T
Contracted but not provided for ERTHBEREE
— purchase of property, plant and - BEME BE
equipment K& 118,772 116,102
— purchase of leasehold land and land —BEHEL R i
use rights  F % 23,655
118,772 139,757
(b) Operating lease commitments — the Group as (b) EEHERE-LEEESR
the lessee AHEA
The future aggregate minimum lease payments under non- RIE A8 2 4 2 18 B i 7 R 2R
cancellable operating leases are as follows: ez REBEFIRBEMNT
As at
7"
30 June 31 December
2011 2010
—E——f —T-TF
~A=+H +=-—A=+—H
HK$’000 HK$'000
BETT ST
Not later than one year THBE—F 3,239 1,974
Later than one year and not later than five 8 #8 — F BB i@ ALF
years 170 403
3,409 2,377
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHMEE)

20. DISCONTINUED OPERATIONS 20. RILEEEEE

42

On 15 April 2011, Welling Electronic and Electric as the vendor and
Midea Microwave as the purchaser entered into the Assets Transfer
Agreement, pursuant to which Welling Electronic and Electric
agreed to dispose of certain machinery equipment and molds,
testing equipment and office equipment (the “Assets”) owned by
Welling Electronic and Electric to Midea Microwave at a cash
consideration of RMB22,078,100 (equivalent to approximately
HK$26,208,000) (“Disposal”).

Upon completion of the Disposal, the Company disposed of the
Assets used for the business of transformer and shaded pole motor
of Welling Electronic and Electric and ceased the relevant business.
Accordingly, the consolidated results for the business of transformer
and shaded pole motor are presented as discontinued operations
in the consolidated financial statements. The presentation of
comparative information in respect of the period ended 30 June
2010 has been reclassified to conform to the current period’s
presentation.

N-ZE——FMA+HA  BEETSEUA
BREMEENBEESEMUESTHME]

VEEEZEhE BUBREESTERRE

m%mﬁﬁ% HERE %%*%%ﬁm
ETHESERERE RAREBERRQAE
HHEMEED BaREARARE
22,078,1007T (18 & 5 49 /& #26,208,0007T)
(THED -

HETKE  AARMEREETERDN
BESMSBEREBHBANEE LK
ERER - At EERNEBEHE
BHREXENGEAVBREANZIN /K

EREXK -BE_FT-TFA=1H
IEHRERERN2IREHNDE - AT
ABERHZET -

@@  Ananalysis of the results of the discontinued operations is as @) IEEEEBEENDITIT
follows:
Six months ended 30 June
HEXA=1+HBIEXER

2010

—E-FF

HK$’000 HK$'000

BETT BT T

Revenue N 426,302 284,738

Cost of goods sold HEBE MM A (392,403) (261,360)

Gross profit EH 33,899 23,378

Other gains — net Hihlzs — F58 2,671 249

Selling and marketing costs 65 K T 45 HE B X R (3,290) (509)

Administrative expenses TEAX (15,904) (7,973)

Operating profit EEHE 17,376 15,145

Finance income B E U A 132 14

Profit before income tax 30 B PR 4% Bt 5o 1B 17,508 15,159

Income tax expense RSt (5,063) (3,733)

Profit from discontinued operations  #% Ib 4% & % 3% 89 7 8 12,445 11,426
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
ERASETHMBEHME(E)

20. DISCONTINUED OPERATIONS (Continued) 20. #21F {2 275 (48)

() An analysis of the cash flows of the discontinued operations () WIEKLEEBORERESNBT:
is as follows:

Six months ended 30 June

BESA=THLEREAR

2011 2010

—F——%5 —E-ZF

HK$’000 HK$'000

EETT BT T

Net cash inflow from operating activities ~ && /FEH 2R & R A FH 11,114 12,927
Net cash generated from/(used in) wEFRSHEE (FTA)

investing activities 2B FE 25,540 (2,805)

Net increase in cash and cash equivalents ¥4 RIR L5 EY

558 10,122
21. RELATED PARTY TRANSACTIONS 21. FABA RS
Transactions between the Company and its subsidiaries have been ARBBEMBRARAFEZRHENEAR
eliminated on consolidation. Transactions between the Group and BAHE AEREREMEARTRENZ
other related parties during the period are summarised below: RHBAWT
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHMEE)

21. RELATED PARTY TRANSACTIONS 21. Bt B RS ()
(Continued)
(@) Transactions with related parties (@) HEABAIZRS
The following transactions were carried out with related LTHEBABESZXSFBBESAHA
parties in accordance with the terms mutually agreed by the B Z R ETT

respective parties:

Six months ended 30 June

BESA=+HLEREAR

2011 2010
—g——5 —E-FF
HK$’000 HK$'000
BETT BT T
(Restated)
(&%)
Sales to related parties: M) BA B 7 S 65
— Controlled by the ultimate holding — B AR AR A A
company 3,593,038 2,056,603
— Controlled by a substantial — HEEERARZE
shareholder of the ultimate holding Z AR AT
company 397,148 254,065
3,990,186 2,310,668
Purchase from related parties: I) 88 5 05 PR
— Controlled by the ultimate holding — BEAERARIES
company 4,998 15,836
— Controlled by a substantial — HBAERIERARZE
shareholder of the ultimate holding ZREES
company 125,169 114,996
130,167 130,832
Logistics services received from related ) /88 B 05 2 ER ) e AR 7%
parties:
— Controlled by the ultimate holding — ARKERATE
company 27

Rental expenses paid to a related party: M ZNHESRAY
— Controlled by the ultimate holding — BAREERATES
company
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEHMEE)

21. RELATED PARTY TRANSACTIONS 21. Bt B RS ()
(Continued)
(a) Transactions with related parties (Continued) (@) HEABAZRS5(E)

Six months ended 30 June

BESA=+HLEREAR

2011 2010
—g——5 —E-TF
HK$°000 HK$’000
EETR BETT
(Restated)

(2351)

Interest income on deposits received from  E XM £ BB 5B R A A
Midea Group Finance Co., Ltd. (“Finance

Company”):
— Controlled by the ultimate holding
company

(81 % R B ) WBAF 3R
B HA
— AR RRIER

Interest expense for bills discounted paid
to Finance Company:
— Controlled by the ultimate holding
company

ENFBRAEHBARER
ZHBRX:
— BREER AT ZES

Bank charges paid to Finance Company:
— Controlled by the ultimate holding
company

ENHBERRRTER:
— BREERAEZES

Consideration paid to a related party for
the acquisition of Huayin:
— Controlled by the ultimate holding
company

W R ZE BN R B 5 SIS EY
RIE:
— BREER QB

Consideration received from a related party HE W% - BB & & & W

for the disposal of property, plant and

equipments:

— Controlled by a substantial
shareholder of the ultimate holding
company

HREA B T B

—HEARERARZE
2Rz
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

HASGEPHMBENME(R)

21. RELATED PARTY TRANSACTIONS

(Continued)

(b) Key management compensation (b)
Salaries and other employee benefits FehkEMETREF
Share-based payments VARR 9 21+ 32 i

(c) Balances with related companies (c)
(i) Due from related companies: (i) & U B Bt 2 B R0E

— Controlled by the ultimate holding — BHEAERAFIES
company

— Controlled by a substantial — HERERARZ
shareholder of the ultimate holding ZREES
company

— Controlled by a close family member — BARKRERAREE
of the ultimate holding company’s & 3R 2 3 R %

substantial shareholder

21. FABAE RS (&)

TEEEAENE

Six months ended 30 June

BESAA=+HIEREA

2011 2010
—E——% —E-TF
HK$’000 HK$’000
BETRT PR T T
2,172 3,943
789 2,445
2,961 6,388
AR E AT 2 568
As at
7®
30 June 31 December
2011 2010
= e
~A=+H +=A=+—8
HK$’000 HK$'000
BETR PR TFoT
(Restated)
(E275))
1,298,659 345,181
181,708 36,482
886
1,480,367 382,549
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

HASGEPHMBENME(R)

21. RELATED PARTY TRANSACTIONS
(Continued)

(c) Balances with related companies (Continued)
As at 30 June 2011, the amount due from related companies

including notes receivables of approximately HK$792,170,000
(31 December 2010: approximately HK$216,934,000).

21. BB A XS (E)

(c)

(i) Due to related companies: (ii) & 1< B B 2 R 308 -

— Controlled by the ultimate holding — BREERATZES
company

— Controlled by a substantial — HEKRERARZE
shareholder of the ultimate holding Z R AR
company

— Controlled by a close family member — HERERAGREE
of the ultimate holding company’s % 2 3 R

substantial shareholder

As at 30 June 2011, the amount due to related companies
including notes payables of approximately HK$34,981,000
(31 December 2010: approximately HK$12,587,000).

HLRR B A B 2 & 6F ()

RZZE——FRA=1H EREH
RAFEREERERNAEE
792170000 (ZE—EF+Z A=
+—H : #77%#216,934,0007T) °

As at
7®

30 June 31 December
2011 2010
—E——% —z-T4
aV:ch =l +—HA=+—H
HK$’000 HK$’000
BETR PR oT
(Restated)
(E27%))
407,696
195,850 70,389
168 3,391
203,342 481,476

MN-T——FNA=Z+H " EEH
RAIFEREENERONEE
34,981,0007C (ZE—FF+ A=+
—H : 978 %12,587,0007T) °
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

HASGEPHMBENME(R)

21. RELATED PARTY TRANSACTIONS 21.
(Continued)

(c) Balances with related companies (Continued)
The balances due from/to related parties are denominated in

RMB, unsecured, interest free and are repayable on demand.
No balance due from related companies is past due or

B Bt 75 X 5 (4R)

(c) HLRAEE AT Z &R (E)

JE UL/ FE A BB 5 45 BA LA A R 6 5|
B YREEF REBEANEX
BEE BERKBABARERS

impaired. sl RE °
30 June 31 December
2011 2010
—g——F —T-EF
ARl T A=1+—H
HK$’000 HK$’000
EETR BT
(Restated)
(275)
(iily Short-term deposits in the Finance (iNVFREITE ARG BT
Company:
— Controlled by the ultimate holding — M AR R A R
company 136,754
22. ULTIMATE HOLDING COMPANY 22. RERERAE

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

The Board has resolved not to declare an interim dividend in respect of
the six months ended 30 June 2011 (2010: Nil)

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

The Group’s profit attributable to the owners of the Company and
earnings per share for the six months ended 30 June 2011 amounted to
approximately HK$391,157,000 (2010: approximately HK$298,532,000)
and HK13.88 cents (2010: HK10.85 cents) respectively. Profit grew by
approximately 31% as compared to the same period last year. Increase in
profit was mainly attributable to the rapid growth in sales scale of
intermediate component products driven by the strong demand for end
products.

The Group’s turnover for the six months ended 30 June 2011 amounted
to approximately HK$6,081,965,000 (2010: HK$3,915,834,000),
representing an increase of approximately 55% as compared to the same
period last year. The Group’s gross profit margin was approximately 11.7%
(2010: 13.4%). Rise in raw material prices and staff costs was still the main
reason for the decrease in gross profit margin. Net asset value per share
of the Group as at 30 June 2011 was HK79 cents (31 December 2010:
HKB8 cents).

i ol

hHi % B
EEeRRTERBEEZE-_T——FXA=+AL
NEAZHFHRE(ZZE—TF &)

EE Bt

E 1)

HEZZ——F X A=ZF+HLEXNMBA  AQEH
B A B A S B R E 48 #391,157,0007T (= F
— T4 497 #208,532,0007T) ' REBK BT A
13.88 (L (ZZF—ZFF : 10.85/8 L) - FIHERL
31% - FHEREEIRIKEMTRAITES
Q*ﬁ@m%%ﬁﬁ%%@%@°

REBEE-_Z——FXA=THIL~ER &X&£E
SRR A A 6,081,965,000T (T E—FF 4
715 3,915,834,0007T) + [A B £ FF4955% @ A&

BHMEMEEHNTR(ZE—ZFF 1 134%) ° £
FETETERRARUEIEMBAEBEREAL

BMALFREE R_Z——FA=+H &&
BrEREEFEROBWCCE—ZEF+=A
=+—H8:6881l) -
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Analysis of Major Business Operations

In the first half of 2011, economic recovery for the U.S. and Europe slowed
down and there were no signs of rapid recovery for external demands.
Future growth will be subject to more risks and uncertainties. Moreover,
the quantitative easing monetary policy launched by the U.S. put
additional pressure on global inflation. To response to the rising inflation
and prevent its further deterioration, the PRC government has
implemented a stable monetary policy by increasing the deposit-reserve
ratio and the deposit and lending interest rate several times, laying a
foundation for financial stability of households and expansion of domestic
demand, while increasing cost of capital for companies. GDP of China for
the first half of 2011 increased by 9.6%, calculated at comparable prices,
the economic growth driver continued to shift from initially policy-driven in
a moderately rapid manner towards structural adjustments and control
over price hikes. As driven by domestic demand as well as the positive
impacts of the government policies, such as “Home Appliances Subsidy
for Rural Areas”, “Home Appliances Replacement Subsidy” and “Subsidy
for Energy Efficient Appliances”, of which the latter one expired on 1 June
2011, the home appliances industry has maintained a strong growth on a
high base achieved last year. Air-conditioning products continued to be
the key driver of our industry and the sales of washing machines,
refrigerators and small size home appliances maintained steady growth.

In the first half of 2011, we continued to seize opportunities arising from
government policies and take advantages of the industrial development
towards the themes of “energy-saving, eco-friendliness and low carbon
discharge”. Consequent to the expiration of the policy of “Subsidy for
Energy Efficient Appliances”, the price gap between variable-frequency
air-conditioner and fixed-frequency air-conditioner became even closer,
enabling us to realize enormous expansion potential of variable-frequency
air-conditioner. To accelerate the transformation of development model of
each business division which means adjusting product mix to maximize
profit and increasing investment in strategic products, such as commercial
air-conditioning motors, direct current motors, servo motors and vehicle
motors. Notable results were achieved in the development of some
products which are enjoying the benefits of economies of scale.

&
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Micro Motors Business

Having benefitted from the positive impacts of rising in urbanization
rate and disposable income per capita, rising air-conditioner
penetration in rural areas, strong demand for air-conditioner
replacement in urban areas as well as construction of low-income
housing units at accelerated pace, the air-conditioner industry
maintained a rapid growth in the first half of 2011 with prosperous
future. The sales volume of household air-conditioners in the PRC
increased by 30.9% over the same period last year, while that of
commercial air-conditioners increased by 29.0%. Growth of
refrigerator sector was dampened by over production, the sales
volume of refrigerators in the PRC increased by 21.1% over the
same period last year, while that of refrigerator compressor motors
increased by 10.6% (Source: www.chinalOL.com).

For the micro motors business, the Group recorded approximately
54,218,000 units of domestic sales and 7,428,000 units of export
sales of micro motors for the six months ended 30 June 2011. The
aggregate sales volume increased by 34% as compared to the
same period last year, which was above the industry average. The
micro motors business recorded a turnover of HK$4,424,830,000
for the first half of 2011, which represented an increase of
approximately 69% as compared to HK$2,611,878,000 for the
same period in 2010. Profit of the micro motors business for the
first half of 2011 amounted to HK$310,908,000, which was
approximately 64% higher as compared to HK$189,105,000
recorded for the same period in 2010.

In the first half of 2011, as directed by the PRC'’s strategic development
programme of “12th Five-Year Plan”, micro motor division continued to
exert more efforts in implementing lean production model, achieving
better inventory and capital management so as to further improve the
operating efficiency of our micro motor business. Through additional
investments, we enhanced level of automation of our facilities, reduced
staff costs and optimized the earning structure. Meanwhile, we
decisively commenced reforms, refined functional system of our
business divisions as well as organizational concept of product
companies so as to further define rights and responsibilities of different
divisions. With increased investment in research and development as
well as talents recruitment, a technical team required by the business
division has been established and developed step by step towards
maturity.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

In connection with products development, scale of household air-
conditioning motors, our traditional products, continued to grow at
a rate above the industry average. Our refrigerator compressor
motors have been shifting from being a key strategic product for
development to one of our core products, transition continued to
be smooth after years of effort. Our commercial air-conditioning
motors continued to gain rapid growth with a breakthrough on
export sales that we established presence in the American after-
sale market and received a number of large-quantity orders.
Development of our direct current motors has been accelerated by
conducting profound research and development. The successful
launch and development of brushless direct current motors for air-
conditioners has laid down the foundation for rapid development of
brushless direct current motors for refrigerators. In addition, we
have commenced commercial production for the self-developed
brush direct current motors and entered into the industry of
automatic doors motor. Also, servo motors have been put into mass
production with capacity ramping up, and such product will
become one of our high-margin products.

Cooperation with external party to pursue joint venture was another
development strategy. During the period, we have established a joint
venture company for the acquisition of & M 5Lk E S EHE AR A F)
(Changzhou Honglu Huate Electric Co., Ltd.) (“Huate Electric”) which is
expected to be completed in the second half of the year. Huate Electric
is @ motor manufacturer specializing in central air-conditioner motors
based in Changzhou where ancillary facilities for commercial motor
industry chain were comprehensive. Leveraging on its strengths in
motor research and development as well as cost control,
establishment of the joint venture could enable us to optimize our
regional distribution of production facilities. Meanwhile, resources
could be fully integrated while introducing regional resources. A new
industrial park with a total site area of 130,000 square meters will be
set up by the joint venture in & N $Z # 4 7 F % [& (Changzhou
Zhonglou Economic Development Zone) which is intended to be
developed a motor manufacturing base in Changzhou for accelerating
the development of commercial air-conditioner motors. Such move will
provide us a solid foundation for becoming the largest commercial
motor manufacturing base in China. As our solid step in implementing
“Go Global” strategy, we have built up business relationship with a
Japan-based and world known enterprise, Sanyo Denki Co., Ltd. (1L
¥ E 22k X & ) (“Sanyo Denki”), as cooperative partner. Sanyo
Denki is a specialist in servo motor with top-notch technology in
production, and the cooperation will facilitate our development and
production of servo motors.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Washing Motors Business

In the first half of 2011, growth of washing machine sector was
below expectation due to slowdown in macroeconomic growth.
Growth in sales of washing machines during the period was mainly
driven by the replacement demand from consumers. Domestic
sales of washing machines increased by 18.4% as compared to the
same period last year, exports sales of washing machines
increased by 9.2% with steady growth in overseas markets. The
overall sales volume of washing machines in the first half of 2011
increased by 15.2% (Source: www.chinalOL.com). Small size home
appliances also saw steady growth in the period.

For the six months ended 30 June 2011, the Group recorded
approximately 10,762,000 units of domestic sales and
approximately 5,328,000 units of export sales for its washing
motors. Total sales volume grew by 22% as compared to the same
period last year, which was slightly above the industry average. The
aggregate turnover of the washing motors business for the first half
of 2011 increased by approximately 33% (HK$1,245,850,000 for the
same period in 2010) to HK$1,654,078,000. Profit of the washing
motors business for the first half of 2011 amounted to
HK$74,637,000, decreased by approximately 34% as compared to
HK$112,882,000 recorded for the same period in 2010. Main
reasons for the decrease in profit were the rise in raw material
prices and wages and the implementation of adjustment in product
mix for sales.

In the first half of 2011, our washing motors business continued to
operate efficiently on a company basis and deepen decentralization
S0 as to delegate authority to lower levels of management and
further motivate the operating strengths of our product company. In
addition to the on-going operations of the core traditional products,
including series motors, wave-wheel motors and dishwasher
pumps, we expanded the development of strategic products, such
as motors for small home appliances and direct current motors, by
way of project management as well as adopted lean production
process to a more advanced level, in a bid to mitigate the adverse
impacts of increases in raw material prices and wages. During the
period, specific efforts have been put on “pairing reduced expenses
with increased income and pairing minimized costs with enhanced
efficiency”.
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Our strategic products comprised motors for small size home
appliances, such as soymilk maker motors, vacuum cleaner motors
and food processor motors. We sketched out a solid framework for
market expansion and achieved technological catch-up on product
development by introducing the practice of operations on a
company basis, laying a foundation for further growth. For other
products, development of three-phase converter motors has made
a good progress, and sample preparation for direct drive (DD)
motors was completed.

Business of Associate

In the first half of 2011, Shanxi Huaxiang Investment Co., Ltd.
(“Huaxiang”, an associate owned as to 49% by the Group) further
initiated organizational reforms, established a segment-based
management approach, set up its precision production division and
mechanical engineering division, delegated authority to lower levels
of management and deepened decentralization. Meanwhile,
Huaxiang has been establishing a machine processing division to
fulfill integration of resources and having a more definite direction
for product development in which precision casting products
applicable to compressors, on board balancing system, vehicles
and high-speed rail were the core products. As a foundation for
rapid development has been set up, the overall operation
performance was relatively strong with continuous quality upgrade
and steady growth in earnings. For the construction of the new
industrial park in Shanxi Province with a total investment of
approximately RMB220 million by Huaxiang, the first phase of
which has commenced production in this year with satisfactory
performance in operating efficiency, construction work of its
second phase has been in progress as planned and it is expected
to commence production by 2012. Upon completion of construction
of the entire new industrial park, more high-end precision casting
products would be developed sustainably. Revenue and profit of
Huaxiang for the first half of 2011 increased by 102% and 181%
respectively as compared to the same period last year.

The Group’s share of profit from Huaxiang for the six months ended
30 June 2011 amounted to HK$19,963,000.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Shanghai R & D Centre and Geographical Distribution of
Production Facilities

With regard to our technology research and development, our
research and development centre in Shanghai has officially
launched in March 2011. We were honored to have invited Professor
Zi-Qiang Zhu from the University of Sheffield, UK, an internationally
recognized motor technology expert, to lead the research and
development centre. In addition, a technology research team has
been set up comprising more domestic and foreign talents with
qualifications of doctorate or master degrees and expertise in high-
end technology. The research and development centre will focus on
the research work of technology innovation, further development of
high-tech products, development of our proprietary core technology
as well as advanced technology, in order to upgrade and re-
generate our existing products, develop high value-added and
high-end motor products. Our strategic development of motor
business has been supported by technology research and
development. Furthermore, our research and development centre
will be specialised in the development of proprietary core
technology in motors, aiming at becoming an international first-
class research and development institute of motors and its control
system.

The production plant for washing motors in Hefei has already
commenced operations. In addition, the production plant for
commercial motors in Changzhou will commence operations also
when the acquisition of Changzhou’s Huate Electric is completed.
As a result, five major production bases of the Group will be formed
in Shunde, Wuhu, Huaian, Hefei and Changzhou to establish a
strategic production network with geographical distribution of
production bases. It is crucial to the Group for the development of
new products, arrangement of product mix adjustment,
enhancement of production capacity and optimization of economy
of scale.

Financial Review

Liquidity and Financial Resources

The Group has maintained a healthy financial and liquidity position with a
current ratio of 122% as at 30 June 2011 (31 December 2010: 119%).
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As at 30 June 2011, the Group was in a net cash position of
HK$530,953,000 (31 December 2010: HK$577,269,000), representing
cash and cash equivalents and pledged bank deposits of approximately
HK$898,062,000 less total bank borrowings of approximately
HK$367,109,000 (comprising approximately HK$197,317,000 would be
due within one year and approximately HK$169,792,000 would be due
over one year). Hence, the gearing ratio (defined as total borrowings less
cash and cash equivalents and pledged bank deposits divided by total
equity) is not applicable.

Financial Ratios

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

(EH)

Inventories turnover (Note 1) 155 JA 88 B (P 5%1) 50 days H 69 days H

Trade receivables turnover (Note 2) E 5 MW Bk A H (M 3E2) 28 days H 30 days H

Trade payables turnover (Note 3) Z 5 e 1 AR B 8 A5 (1 5E3) 55 days H 76 days B

Current ratio (Note 4) mENEL R (B RE4) 1.22 times & 119 times &

Notes: B 3 -

1. Inventories turnover is calculated based on the average of the opening inventories and 1. FEREWRERES FVNFEEE FREETEY

closing inventories, divided by the cost of goods sold of the period/year, and multiplied

by the total number of days of the period/year.

2. Trade receivables turnover is calculated based on the average of the opening trade
receivables and closing trade receivables, divided by the revenue of the period/year,

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

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

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

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

the period-end/year-end current liabilities.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Pledge of Assets

As at 30 June 2011, short-term borrowings of the Group were secured by
certain property with net book value of approximately HK$98,719,000 (31
December 2010: approximately HK$97,891,000) and certain leasehold
land and land use rights with net book value of approximately
HK$61,060,000 (31 December 2010: approximately HK$60,429,000) of
the Group.

Contingent Liabilities

Save for the financial guarantees given by the Group as disclosed below,
as at 30 June 2011, the Group did not have any material contingent
liabilities.

Financial Guarantees

As at 30 June 2011, the Group has given guarantee to banks in respect of
the banking facilities extended to the associates of the Group of
approximately HK$545,334,000 (31 December 2010: approximately
HK$532,965,000). As at 30 June 2011, bank loans of approximately
HK$438,312,000 (31 December 2010: approximately HK$304,971,000)
being guaranteed by the Group to associates have been drawn down.

Capital Expenditure

For the six months ended 30 June 2011, the Group has invested
approximately HK$242,613,000 (For the year ended 31 December 2010:
approximately HK$270,966,000) in the addition of property, plant and
equipment, leasehold land and land use rights.

Derivative Financial Instruments

As at 30 June 2011, the Group’s outstanding derivative financial
instrument assets and liabilities under various copper and aluminium
future contracts and foreign exchange forward contracts amounted to
approximately HK$1,848,000 and HK$810,000 respectively (31 December
2010: derivative financial instrument assets of approximately
HK$25,922,000).
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Exposure to Exchange Rate Fluctuations

During the six months ended 30 June 2011, approximately 20% of the
Group’s turnover was derived from export trading settled in Euro and US
dollars. In the meantime, the Group has also imported raw materials from
the suppliers which were paid in Euro and US dollars for settlement. As a
result, foreign exchange risks associated with these currencies were
partially offset. On the other hand, the Group has made arrangements to
purchase foreign exchange forward contracts to hedge against foreign
exchange exposure arising from export trading. The Group has
strengthened its control over the risk of exchange rate fluctuation, and will
review from time to time the sufficiency and appropriateness of the
financial instruments which were currently used to hedge significant
foreign currency risks.

Capital Commitments

As at 30 June 2011, the Group has contracted capital commitments in
respect of the purchase of property, plant, equipment, leasehold land and
land use rights amounting to approximately HK$118,772,000 (31
December 2010: approximately HK$139,757,000).

Consolidation of Shares of the Company

On 15 April 2011, the Company announced the proposed share
consolidation on the basis that every five issued and unissued shares of
HK$0.1 each in the share capital of the Company would be consolidated
into one consolidated share of HK$0.5 each (the “Share Consolidation”).
The ordinary resolution approving the Share Consolidation was duly
passed by the shareholders of the Company at the extraordinary general
meeting held on 26 May 2011 and the Share Consolidation became
effective on 27 May 2011. Details of the Share Consolidation were set out
in the Company’s circular dated 11 May 2011.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Human Resources

As at 30 June 2011, the Group had approximately 14,680 full time
employees in Hong Kong and in the PRC. While the Company was
supported by a team of young and highly competent staff, it does not
ignore the importance of the development, management and future
planning of its human resources. With the use of open recruitment, job
rotation, internal promotion and professional training for the recruitment,
deployment and nurture of employees, it is intended to ensure the
selection and deployment of employees to be carried out in an open, fair
and equitable manner. Besides, it could also provide staff with a platform
for their further promotion and development. Through the implementation
of comprehensive human resources management, it is aimed at achieving
the objectives of enhancing employees contributions to the Group and
shaping the Group’s strategic advantages in human resources.

The Group has adopted a share option scheme for employees as an
incentive 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 in kind), adequate insurance cover (including pension,
medical insurance, unemployment compensation insurance, work injury
compensation insurance and maternity insurance) and housing provident
fund. In addition, the Group also provides its staff with other benefits
including on-the-job training, meal subsidy, housing subsidy, cooperative
medical scheme services, support fund and recreational activities etc.

Business Prospect

Looking ahead to the second half of 2011, with the direction of PRC
macroeconomic adjustments held constant, a slowdown in GDP growth
is undoubted. The economic growth driver will further shift from
extensively policy-driven towards organic, heading for “soft landing”. In the
long run, price uplift for raw materials and increase in staff costs will
continue, further accelerating manufacturing companies to change their
development approach by adjusting product mix and expanding the
proportion of high-tech and high value-added products. In addition, the
foundation for growth in overseas demand is shaky, while uncertainties
remain as to whether economies of developed countries will grow. Over-
reliance on export for growth involves higher risks. Therefore, the Group,
under the guidelines of PRC government policies, prospectively planned
to expedite process of adjusting product mix and facilitate the launch of
strategic products. Meanwhile, we will adjust sales composition in
response to demand changes, ensuring to achieve our annual target.
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(Continued)

Given the impacts of the expiration of the policy of “Subsidy for Energy
Efficient Appliances”, overall sales volume of air-conditioner are expected
to be dragged down in the short run, but will be back on the growth track
in the long run, in particular variable-frequency air-conditioner is entering
into its stage of rapid growth. Additionally, low in air-conditioner
penetration in rural areas, strong demand for replacement in urban areas,
construction projects and construction of low-income housing units will
be the foundation of air-conditioner sector for rapid development. In the
second half of the year, peak season for washing machine sector is
approaching and another round of growth is expected while the inventory
being digested. After taking into account of the seasonal demand pattern
of our products, the Group will continue moderately expand production
capacity, strive for increase in profitability, consolidate market share and
maintain our leading position in the industry.

In addition to the on-going operations of the core traditional products of
micro motor division, we will continue to expand our market share, further
realize potentials, maximize production efficiency, enhance level of
automation of our facilities in a diligent manner so as to strengthen the
development of micro motors business. Production scale of refrigerator
compressor motors continues to grow with expanding market share,
shifting to become one of our core products. Our commercial air-
conditioning motors will benefit from synergies arising from respective
strengths of our production facilities in Changzhou and Shunde. By
accelerating our input of investments, we target that our further expansion
in the domestic market will form a solid foundation for us to aim at
achieving further development and expansion in overseas markets so as
to increase the overall gross margin. Further investment will be put into the
development of direct current motors to expedite customer expansion,
shorten new product development time and gain first-mover advantages.
Our cooperation with Sanyo Denki Co., Ltd. will be reinforced to achieve
mass production of servo motors and gradually develop these products
with proprietary technology. Also, in response to the expansion of our
businesses, we will continue to optimize internal organization structure
and attract core strategic talents. Meanwhile, we will continue to pursue
cooperation with external enterprises and enhance our brand recognition.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

As peak season of washing motors for a year is approaching in the
second half of 2011, we studied in depth for the needs of our major
customers and prepared earlier to fulfill their requirements. To speed up
strategic cooperation with major customers to ensure the market share of
our traditional products, such as series motors, wave-wheel motors and
dishwasher pumps, being maintained. Moreover, we will further strengthen
our position in domestic market and further develop the European and
American markets. Mergers and acquisitions will also be considered at
appropriate time. With the rise in per capita income and improvement in
living standard in China, there is enormous room for growth of small home
appliances in domestic market. Therefore, more resources and
investments will be put into the development of strategic products. To
keep emphasize our strengths in research and development and
marketing as business focus for small home appliances. Besides, we will
further enhance our efforts on market expansion, broadening customer
base and accelerate the progress to mass production. We will further
develop high-tech and high value-added products, such as direct current
motors, three-phase converter motors and brushless direct current
motors (BLDC motors) for direct current dish-washer. Our research and
development centre in Shanghai will be responsible for the development
of new products, with a view to shortening time period for product and
technology development, forming new profit drivers by new products
launch. In addition, we will continue to strengthen internal management,
enhance lean production management and cost reductions measures to
maximize production efficiency and profitability. It is intended to further
enhance level of operations of our existing products and specialization in
operations. By implementing reforms that shift our development approach
and facilitating strategic transformation, we aim at shifting our growth
driver from extensively policy-driven towards organic with strong
competitiveness.
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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.
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SHARE OPTION SCHEME (Continued)

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
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; (ii) the
average closing price of the Company’s shares as stated in the Stock
Exchange’s daily quotations sheet for the five business days immediately
preceding the date of the offer for grant, which must be a business day;
and (i) 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.
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SHARE OPTION SCHEME (Continued)

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 these options will expire on 31 March 2017.

On 27 May 2011, the Company implemented a share consolidation on the
basis that every five issued and unissued shares of HK$0.1 each in the
share capital of the Company were consolidated into one share of HK$0.5
each (“Share Consolidation”). As a result, the exercise price and the
number of outstanding share options granted under the Share Option
Scheme were adjusted to reflect the effect of the Share Consolidation on
27 May 2011. As at 30 June 2011, 63,000,000 share options granted to
certain Directors of the Company and employees of the Group were
outstanding, details of which are set out in the table below.

No share options were cancelled, lapsed, exercised or granted during the
six months ended 30 June 2011.
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SHARE OPTION SCHEME (Continued)

Movements of the share options granted under the Share Option Scheme

during the six months ended 30 June 2011 were as follows:

BB Bz #E 5T 8 (&)

ST EhmEs

RBEE-ZT——FRA=THILEREAR - RiE
BREERL 2 BEREZESHMT

Adjustment
Options held at made during Options held at Exercise price
Name Date of grant 1 January 2011 the period 30 June 2011 per option Exercisable period
NZ®——% R-ZF——&R
—A—B®¥H A=+B#HEZ SHBRE
i 21 RHBEH ZERE HRFERE FE B 1 TiEE 5] T {5 B BR
HK$
B
(Note b) (Note b)
(Bt 5Eb) (K 7Eb)
Directors
%
Mr. Cai Qiwu 09/01/2009 68,000,000 (54,400,000) 13,600,000 0.785 01/04/2010-31/03/2017
EHREE (Note a)
(Mt 5¥a)
Mr. Jiang Deqing 09/01/2009 36,000,000 (28,800,000) 7,200,000 0.785 01/04/2010- 31/03/2017
ZEERE (Note a)
(M z¥a)
Mr. Qu Fei 09/01/2009 22,000,000 (17,600,000) 4,400,000 0.785 01/04/2010-31/03/2017
BRSTE (Note a)
(Kf3Ea)
Mr. Lam Ming Yung 30/07/2007 2,000,000 (1,600,000) 400,000 3.900 30/07/2007-29/07/2017
MEBEAE 09/01/2009 5,000,000 (4,000,000) 1,000,000 0.785 01/04/2010-31/03/2017
(Note a)
(Bt 5t a)
Ms. Chen Chunhua 30/07/2007 2,000,000 (1,600,000) 400,000 3.900 30/07/2007-29/07/2017
RELEL LT 09/01/2009 5,000,000 (4,000,000) 1,000,000 0.785 01/04/2010-31/03/2017
(Note a)
(Mt 5ta)
Mr. Gao Fazhong 09/01/2009 25,000,000 (20,000,000) 5,000,000 0.785 01/04/2010-31/03/2017
(resigned on 15 March 2011) (Note a)
MEBEE (i 5ta)
(RZT——F=A+AAHMT
Employees
In aggregate 30/07/2007 3,500,000 (2,800,000) 700,000 3.900 30/07/2007-29/07/2017
EEAH 09/01/2009 146,500,000 (117,200,000) 29,300,000 0.785 01/04/2010-31/03/2017
(Note a)
(Mt #%a)
Total 315,000,000 (252,000,000) 63,000,000

pa
=a
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SHARE OPTION SCHEME (Continued)

Notes :

The consideration for each of the grants above was HK$1. The options granted on 9
January 2009 shall be exercisable during the option period subject to a vesting scale in
four tranches of 25% each and the achievement of the performance target of the net

profit attributable to the owners of the Company of the relevant period as set out below:

1. the first 256% 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
owners 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 owners of the Company for the
financial year ended 31 December 2008 (excluding the results from
discontinued business) (“Net Profit of 2008”);

2. the second 25% of the options granted to each grantee shall be exercisable
within six years after 31 March 2011 provided that the net profit attributable to
the owners of the Company for the financial year ended 31 December 2010 as
disclosed in the final results announcement of the Company is not less than
150% of the Net Profit of 2008;

3. the third 25% of the options granted to each grantee shall be exercisable within
five years after 31 March 2012 provided that the net profit attributable to the
owners of the Company for the financial year ended 31 December 2011 as
disclosed in the final results announcement of the Company is not less than
200% of the Net Profit of 2008; and

4. the remaining 25% of the options granted to each grantee shall be exercisable
within four years after 31 March 2013 provided that the net profit attributable to
the owners 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.

Adjustments were made to the number of outstanding share options and the exercise
price upon the Share Consolidation becoming effective on 27 May 2011. Details of the
Share Consolidation and the adjustments to the share options were set out in the

Company'’s circular dated 11 May 2011 and announcement dated 26 May 2011.
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SHARE OPTION SCHEME (Continued)

The fair value of the options are determined used the “Binomial Valuation
model” (the “Model”). Key assumptions of the Model are set out below:

Date of Grant: FHBEHE:
Risk-free rate: 48 2 B ) =&
Expected dividend yield: TEHR B X

Expected volatility of the market price of ~ AN2A &) B 17 1 B 78 B F 18
the Company’s shares:

Expected option life: T HA i A i EA R
Fair value as at the date of grant BREBHzAFEE) :
(approximately):

The Model requires the input of subjective assumptions, including the
volatility of share price. As changes in subjective input assumptions can
materially affect the fair value estimate, in the Directors’ opinion, the Model
does not necessarily provide a reliable single measure of the fair value of
share options.

—E-—FPHRE
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BREZAFERBICEAGERER (ZEE])
BE ZRAEMKAZEEZB/EHINOT:

9 January 2009 30 July 2007
—EENF —EETLF
—AhH +tA=1H
1.299% 413%

3% 0%

52.34% 65.38%

8.2 yearsF 5.23 yearsF
HKS$ 7 & HKS /& #&
25,229,0007T 3,453,0007T
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN EQUITY AND DEBT SECURITIES

As at 30 June 2011, the interests and short positions of the Directors and
the chief executive of the Company in the shares, underlying shares and
debentures of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (“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
2011 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 2011, 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.

p—

1T
i

AERERAX
ZtEm

& &

B
5 5 &

= B 1T B
& FH e %
RZZE——FEXA=1+H BERARFRSIT
BABEARARARSKEAEEEE(EERE B D
FMERAFRAEROITEFRBERDDE
XVED) Z Bt - MEARMDRESHS - EBAELA
RARIRBESF RSO FE2GFMMFE
2ERMzEERKAE  IBBEFRIE G
EXVHBETRED B AMEARNT KB FT 2 #
AR BEREEFRAEGANEBIGEEZE
EAERTTRABRBERWEER RER 2
wmRAR)  RIBBE R ATES AR TR
A DA EmBETAESHTESFR S 2B ESTE
(MEESFAID B E AN T KB AT 2w %
BT

RAAT ZBIREER(FR)

EEREBEREASTRBARABRND ZEHN
HEN LB E & -

BEXHMBEREEN REE-T——FRA=T
BIEAREAR  ARF - HME AR - KA
CHRRMB AR R EERARGES RBEMH
ZH BEARFAESAEFTRABEBAL
REHEBBEE(EZREFRPEEI) 2E
MR pEsmEsS  KRBRNTEREMZSE
RER o

BEXHEEBEZ#SN R=FT——FRA=T
B BEFERARARSRTBRABEEREZE
BRTNARATFROLEES ARF HEIER
ZE(ERREFRRG)Z By - HEARD
SEFCEARGEIREMAEREBEE S RME
GEPIEBGEARTFERBELMA - RARIE
ST R K& AR R B F o



SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30 June 2011, the following persons, other than a Director or chief
executive of the Company, had an interest or short position in the shares
and underlying shares of the Company as recorded in the register
required to be kept under Section 336 of the SFO:

Name of shareholder

BREEE EHE

REZRARA A
—E-—FPHRE

FERR#ER

1818 8 % T 5 R DI 0006 AT E 2 B R E
T R-E——FAAZA  FHAL(EER
RAAZEBDITHRABRINKAERE 2 K5 KHE
BB o0 R R 3 A

Approximate
Number of percentage of
shares held shareholding

FERGEE HER\BOESET

Midea Holding (Cayman Islands) Limited (“Midea (Cayman Islands)”) (Note 1)
EMER(FSEE)ARAR(EN(FSES)DCHEE)

Midea Investment Holding (BVI) Limited (“Midea Holding”) (Note 2)
FEERBV)E R AR (Sr9 & D EE2)

Midea Group Co., Ltd. (“Midea”) (Note 3)
EMEEBR AR (E8DHEESI)

Foshan Shunde Midea Investment Holding Co., Ltd.

(“Shunde Midea”) (Note 4)
FILTIEEEENIREFERER AR (NEE 58] 514
Mr. He Xiangjian (Note 5)
fa] 4@ %5 A (BT 5%5)

Ms. Liang Fengchai (Note 6)
2B 8 2+ (it 316)

Notes:

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

2. Midea Holding was deemed to be interested in the 1,901,204,779 shares of the Company
in which Midea (Cayman Islands) was interested by virtue of its holding 100% equity interest
in Midea (Cayman Islands).

3. Midea was deemed to be interested in the 1,901,204,779 shares of the Company in which
Midea Holding was deemed to be interested by virtue of its holding 100% equity interest in
Midea Holding.

4. The registered capital of Midea is owned as to 84% by Shunde Midea. Accordingly, Shunde

Midea was deemed to be interested in the 1,901,204,779 shares of the Company in which
Midea was deemed to be interested by virtue of its holding 84% equity interest in Midea.

5. The registered capital of Shunde Midea is owned as to 94.55% by Mr. He Xiangjian.
Accordingly, Mr. He Xiangjian was deemed to be interested in the 1,901,204,779 shares of
the Company in which Shunde Midea was deemed to be interested by virtue of his holding
94.55% equity interest in Shunde Midea.

6. Ms. Liang Fengchai is the spouse of Mr. He Xiangjian and is therefore deemed to be
interested in the 1,901,204,779 shares of the Company in which Mr. He Xiangjian was
deemed to be interested.

Save as disclosed above, as at 30 June 2011, 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.

Long position 1,901,204,779 67.46%
HE
Long position 1,901,204,779 67.46%
He
LLong position 1,901,204,779 67.46%
HE
Long position 1,901,204,779 67.46%
HE
Long position 1,901,204,779 67.46%
HE
Long position 1,901,204,779 67.46%
e

Mt 5
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DISCLOSURE PURSUANT TO RULE 13.22
OF THE LISTING RULES

As at 30 June 2011, the aggregate amount of guarantees given for the
loan facilities granted to the associates by the Group amounted to
HK$545,334,000 which exceeded 8% of the assets ratio as defined in
Rule 14.07(1) of the Listing Rules. A pro-forma combined statement of
financial position of the associates, in which the Group has a 49% equity
interest, as at 30 June 2011 is presented below:

RELETHHRAFE13.22
1% 1 H ¥ &

RZF——FX A=+ AEEZRBE QA E
SEFBEMRHIERALLEREN
545,334,0007T * #8 i@ 1 R Bl 814.07(1) & P 572
FTEELEZ8% - RZBE——EXA=1+H %
MASEEERIOBRENBERRZBEEEAY
BKRR25MT

Pro-forma

combined
statement of Group’s
financial attributable
position interest (49%)
#H= AEHE
HEMB JRE 4k 1 2
R R (49%)
HK$'000 HK$'000
BT T BT T
Non-current assets EMBEE 445,522 218,306
Current assets MEEE 1,265,727 620,206
Current liabilities nEEE (634,947) (311,124)
Non-current liabilities ERBEE (568,181) (278,408)
Net assets BEFH 508,121 248,980




PURCHASE, SALE OR REDEMPTION
OF LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the listed securities of the Company during the six
months ended 30 June 2011.

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 2011.

COMPLIANCE WITH CODE ON CORPORATE
GOVERNANCE PRACTICES

Throughout the six months ended 30 June 2011, the Company had
complied with the code provisions of the Code on Corporate Governance
Practices as set out in Appendix 14 to the Listing Rules.

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. 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 Group for the
six months ended 30 June 2011 and agreed to the accounting policies
and practices adopted by the Group.
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REMUNERATION COMMITTEE

The Company established its remuneration committee (the “Remuneration
Committee”) on 22 September 2005 to be responsible for determining the
remuneration of the executive Directors and senior management of the
Company and making recommendation on the remuneration of the non-
executive Directors to the Board. The Remuneration Committee
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.

UPDATE ON DIRECTORS’ INFORMATION
UNDER RULE 13.51B(1) OF THE LISTING RULES

Mr. Gao Fazhong resigned as an executive Director, the Chief Financial
Officer and a member of the Executive Committee of the Company on 15
March 2011. Mr. Chen Jianhong was appointed in place of Mr. Gao as an
executive Director, the Chief Financial Officer and a member of the
Executive Committee of the Company on 15 March 2011.

Grandhope Biotech Co., Ltd., of which Mr. Tan Jinsong is an independent
director, has become a listed company on the ChiNext of the Shenzhen
Stock Exchange with effect from 6 July 2011.

On behalf of the Board
Welling Holding Limited
Cai Qiwu

Chairman

Hong Kong, 31 August 2011
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