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INTERIM RESULTS

RHARAE

The directors (the “Directors”) of Welling Holding Limited (the “Company”) EEZEZERER AT ([ARATNES([ESE])# R
hereby present the unaudited consolidated results of the Company and 24 A T R ERB AT (5 AEE |)E E20134F
its subsidiaries (together, the “Group”) for the six months ended 30 June 6 H30H IF61E A 2 R FEiZie A %4E - E[F2012
2013, together with the comparative figures for 2012. These condensed FETHEET o ZEMRALLASPHMEER REE
consolidated interim financial information have not been audited, but have 4% EEMAAG Y EZEEe([EZEES |)E

been reviewed by the Company’s audit committee (“Audit Committee”). B o
CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT
ARG S PR R
FOR THE SIX MONTHS ENDED 30 JUNE 2013
#Z=201346 430 1618 A
Unaudited
RIBER
Six months ended 30 June
HZ6H30HL6MEA
2013 2012
Note HK$’000 HK$'000
st BEET T BT T
Revenue WA 6 4,582,075 4,068,821
Cost of goods sold SHE E MR (3,846,641) (3,474,966)
Gross profit EF 735,434 593,855
Other gains — net Hopb Yam — 558 7 11,245 21,879
Selling and marketing costs HE RIS HER A (91,067) (69,398)
Administrative expenses TR (140,634) (117,867)
Operating profit BERE 514,978 428,469
Finance costs BB A (28,089) (10,991)
Finance income AEWA 4,204 2,762
Finance costs — net BB A —FEE 9 (23,885) (8,229
Share of profit of associates i NP IDE 8,339 9,901
Profit before income tax HIBR B85t AU A 499,432 430,141
Income tax expense Frig B2 10 (80,542) (82,094)
Profit for the period BRI FE 418,890 348,047
Profit attributable to: T AT EERIE
Owners of the Company ViN/NSIE T ZEN 419,369 349,411
Non-controlling interests Sl (479) (1,364)
418,890 348,047
Earnings per share attributable ARATEEAELEEREF -
to the owners of the Company, DA BB YR
expressed in HK cents per share
— basic — BER 11 14.82 12.38
— diluted — g 11 14.75 12.32
Dividends BRE 12 = —

The notes on page 10 to 34 form an integral part of this condensed R EFE10£348 2 ik AR E R AR K ER
consolidated interim financial information. ZHKED -
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME

= 22
fHRZES P HE2E KGR
FOR THE SIX MONTHS ENDED 30 JUNE 2013
#Z=201346 A30H -618 A
Unaudited
REER
Six months ended 30 June
HZ6H30H1L6MER
2013 2012

HK$’000 HK$'000

BT T BT T
Profit for the period HA A F 5 418,890 348,047
Other comprehensive income/(loss): Hi2mEkE(BE)
Item that may be reclassified to profit or loss: AEF LB AE -

Currency translation differences EMEHEZR 57,874 (14,728)
Other comprehensive income/(loss) for the period EiRE b 2 mE IS (Ei8) 57,874 (14,728)
Total comprehensive income for the period HIRZ2mEUk A% 476,764 333,319
Total comprehensive income for the period T A+EGEAZE

attributable to: WS4 s

Owners of the Company RARHERA 476,270 334,990

Non-controlling interests YRR 494 (1,671)

476,764 333,319

The notes on page 10 to 34 form an integral part of this condensed ~ ERFE10E34 8 7 il s BAEIBHERE F HAAI 15 & K

consolidated interim financial information. ZHRRKE D o

Interim Report A iR 2013 5



CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

EBRER S FHB AR R R

AS AT 30 JUNE 2013
7201346 A30H
Unaudited Audited
REEZ EEZ
30 June 31 December
2013 2012
20134 20124
6H30H 12H31H
Note HK$’000 HK$’000
(=3 BEET T BT T
ASSETS BE
Non-current assets FREEE
Leasehold land and land use rights THE L 3h [ 1 Hb {5 FA#E 13 221,033 219,722
Property, plant and equipment ME - WE MRE 13 1,276,396 1,242,984
Intangible assets B EE 84,975 77,588
Investments in associates i lNET 284,956 271,669
Deferred income tax assets FEATSHEE 36,679 39,567
Available-for-sale financial assets AtEESREE 104,665 102,819
Prepayment for property, plant and equipment — FET% ~ M= KR EHRIE 15 3,689 3,281
2,012,393 1,957,630
Current assets REBEE
Inventories =8 14 612,440 703,531
Trade and other receivables B 5 R EAFEWR 15 2,901,274 2,317,144
Due from related companies FEUREAE A FIFIE 22(c) 500,521 880,436
Derivative financial instruments PTESMTA 16,382 14,997
Pledged bank deposits with maturity period 3ME A LA -3 H 2 B
over 3 months RITER 54,810 50,007
Cash and cash equivalents Re MRS EEY 1,119,081 915,308
5,204,508 4,881,423
Total assets BEE 7,216,901 6,839,053
EQUITY =
Capital and reserves attributable to the RATEE ABERAER
owners of the Company #E
Share capital %N 16 1,420,156 1,410,856
Other reserves HE b 17 835,361 773,170
Retained earnings REB &R
— Proposed final dividend — EEARER A - 135,442
— Others — Hit 1,147,812 729,336
3,403,329 3,048,804
Non-controlling interests IEIERR R 54,944 54,450
Total equity R 3,458,273 3,103,254

6 Welling Holding Limited | i B EBRER A T



CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

EBRER S FHB AR R R

AS AT 30 JUNE 2013
7201346 A30H
Unaudited Audited
REEZ Nz
30 June 31 December
2013 2012
20134 20124
6H30H 12H31H
Note HK$’000 HK$’000
(=3 BEET T BT T
LIABILITIES af&
Non-current liabilities ERBERE
Borrowings B 18 86,181 129,188
Deferred income tax liabilities RIEFEHAE 108,669 94,402
Deferred government grant IEIE TR #R B 22,969 22,802
217,819 246,392
Current liabilities REBEE
Trade and other payables BN EMENR 19 3,078,880 2,976,487
Due to related companies JEREE N TIFE 22(c) 41,981 139,614
Derivative financial instruments PTHESBTA 4,353 8,913
Current income tax liabilities BIHFTIS T aE 51,538 57,679
Borrowings B 18 364,057 306,714
3,540,809 3,489,407
Total liabilities PG =R 3,758,628 3,735,799
Total equity and liabilities ERREEEH 7,216,901 6,839,053
Net current assets REEEEE 1,663,699 1,392,016
Total assets less current liabilities HWEERRBEE 3,676,092 3,349,646
The notes on page 10 to 34 form an integral part of this condensed ~ FRF10E34 8 2 i s A BHERE F HAR 15 & K
consolidated interim financial information. ZHRRER S o
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY

= 22
R4 PR SR
FOR THE SIX MONTHS ENDED 30 JUNE 2013
#Z=201346 A30H -618 A
Unaudited
REEY
Attributable to the owners of the Company
KAREEAEL
Non-
Share Other Retained controlling Total
capital reserves earnings Total interests equity
B Hitfe REEN &5 FERER BRAR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Vot BB BETT BETT BETT BETT
Balance at 1 January 2012 R201251A1B 2 &5 1,410,806 700,121 384,887 2,495,814 56,360 2,652,174
Comprehensive income: 2ENE
Profit for the period BAFE - - 349,411 349,411 (1,364) 348,047
Other comprehensive loss: Hi2EEFSE
Currency translation differences EHESER - (14,421) - (14,421) (807) (14,728)
Total comprehensive income 2HEBREE - (14,421) 349,411 334,990 (1,671) 333,319
Transactions with owners: RERARTHRS
Employee share option scheme EERRETE
— value of services provided - R RE 2 EE - 914 - 914 - 914
Dividend relating to 2011 NHEERE - - (112865  (112,865) - (112,865)
Total transactions with owners BREFAETZRZEE - 914 (112,865) (111,951) - (111,951)
Balance at 30 June 2012 R2012F6 530 A 2 &84 1,410,806 686,614 621,433 2,718,853 54,689 2,773,542
Balance at 1 January 2013 R2013FE1 B1 B 2 &8 1,410,856 773,170 864,778 3,048,804 54,450 3,103,254
Comprehensive income: 2ENE
Profit for the period HBAE - - 419,369 419,369 (479) 418,890
Other comprehensive income: B2 ElE
Currency translation differences ERELEE - 56,901 - 56,901 973 57,874
Total comprehensive income 2ENELE - 56,901 419,369 476,270 494 476,764
Transactions with owners: BREARTHRS
Employee share option scheme BEBRETE
— value of services provided - PR EE - 146 - 146 - 146
— proceeds from shares issued - ¥R FmETE 9,300 5,301 - 14,601 - 14,601
— share issuance expenses — BABARY = (157) = (157) = (157)
Dividend relating to 2012 012EE RS - = (136,335) (136,335) = (136,335)
Total transactions with owners BREAETZRAAE 9,300 5,290 (136,335) (121,745) = (121,745)
Balance at 30 June 2013 R2013F6A30A 2 84 1,420,156 835,361 1,147,812 3,403,329 54,944 3,458,273

The notes on page 10 to 34 form an integral part of this condensed

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

ERGSFHRESRER

FOR THE SIX MONTHS ENDED 30 JUNE 2013

#Z=201346 A30H -618 A
Unaudited
RISE
Six months ended 30 June
HZ6H30H1L6MER
2013 2012
Note HK$’000 HK$'000
FosE BT T BT T
Net cash generated from/(used in) KESEEES (A2
operating activities ReFE 410,221 (31,788)
Cash flows from investing activities RETEHZRERE
Purchases of property, plant and equipment BEVE  BENMEKE (47,411) (44,344)
Increase in construction-in-progress R T IR NN (63,691) (40,310)
(Increase)/decrease in prepayment for property, FE{T¥1% - B R #HZIE
plant and equipment (), @ (408) 7,169
Purchases of leasehold land and land use rights &2 0 & + i } + Hb i FA 2 13 - (61,242)
Proceeds from disposals of property, HEWE - BELR&E
plant and equipment FR{S 3R 17,871 9,393
Development cost R AR (7,505) (6,035)
Net cash used in investing activities REFTHFTAZESFE (101,144) (125,369)
Cash flows from financing activities BETECEESRE
Proceeds from borrowings ERFTEIB 817,670 232,774
Repayments of borrowings BEER (808,178) (103,725)
Increase in pledged bank deposits with maturity 31 8 LA -3 Hi 2 2 K47
period over 3 months RITIEFRIE NN (4,803) (18,638)
Dividends paid BEE (136,335) (112,865)
Proceeds from issuance of ordinary shares BTERRATER0AE 14,601 —
Share issuance expenses M1 TR (157) -
Net cash used in financing activities BEEBFTACESFE (117,202) (2,454)
Net increase/(decrease) in cash and cash RERBREZSEYEM
equivalents GRD)BE 191,875 (159,611)
Cash and cash equivalents at the beginning Bz RekRE
of the period EEY 915,308 972,923
Effect on exchange difference b 5 B 11,898 (4,450
Cash and cash equivalents at the end HRzRERES
of the period ZEY 1,119,081 808,862

The notes on page 10 to 34 form an integral part of this condensed

consolidated interim financial information.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS TR EERME

1.

10

General Information

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

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

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

This condensed consolidated interim financial information for the six
months ended 30 June 2013 are presented in Hong Kong dollars
(“HK$"), unless otherwise stated. This condensed consolidated
interim financial information has been approved for issue by the
Board of Directors on 9 August 2013.

Basis of Preparation

This condensed consolidated interim financial information for the six
months ended 30 June 2013 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 2012, which have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”).

Welling Holding Limited | EBZER AR QA

—REHR

BEERBRAR([ARAE]) REWME QR
(il A @D EPEARKME(THE D R
BHNELE - DIHRIHERAERZERNET

sog =< O
EasEmn ©

AARRNBEBEMALZ EREERR 7
Mt =R a REBNERDEERBIKE
BRI A E FORE391E3904 % -

AREBRNNEEBARGMERARER L
o

BB EHERI - B E201346 A30H (E61E A
Z R A R A ISR B ([ ) 2
5| o 1L fERAAR A R HRET RS B R E 0201348 A
OREEEGHETIE -

LERE

B ZE20135F6 H30H 1E61E A 2 ER4RE + B
M ER DR ER G AERIE345% [ 1 HES
S RS o RAGRS P HAR 7% 8 R E L
Z2012F12 A B L FEZ FEMBEmE —
GIBIE - ZFEEV MK IRBEEBMBRE
R ([ BBV BREER DER -



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS TR EERME

SRR

3. Accounting Policies 3.

Except as described below, the accounting policies applied are BRTXFraiE  TIRBZ @t REEER
2012512 A1 A ILFE 2 FE MW TR
& (B BT E M ISHREF M) —5 -

consistent with those of the annual financial statements for the year
ended 31 December 2012, as described in those annual financial
statements.

e AR 2 PRISTIR IR TE A FF E AR B A3
ZREEHE -

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

AT FIAREE B FAER  EAHEFTMRRE
WZBTE20135F1 A1 BB K I %5 E 5 IRER
year beginning 1 January 2013: i

The following new and amended standards and interpretations are
mandatory and relevant to the Group for the first time for the financial

Amendment to HKAS 1, ‘Financial statements presentation’
regarding other comprehensive income. The main change
resulting from these amendments is a requirement for entities
to group items presented in other comprehensive income
(“OCI”) on the basis of whether they are potentially reclassifiable
to profit or loss subsequently (reclassification adjustments).
The amendments do not address which items are presented in
OCI. The presentation of the other comprehensive income of
the financial statements has been updated accordingly.

HKFRS 10 ‘Consolidated financial statements’ builds on
existing principles by identifying the concept of control as the
determining factor in whether an entity should be included
within the consolidated financial statements of the parent
company. The standard provides additional guidance to assist
in the determination of control where this is difficult to assess.
This new standard did not have a material impact on the
Group’s consolidated financial statements.

HKAS 27 (revised 2011) ‘Separate financial statements’
includes the provisions on separate financial statements that
are left after the control provisions of HKAS 27 have been
included in the new HKFRS 10. This revised standard did not
have a material impact on the Group’s consolidated financial
statements.

o BASMENFIRIVBHRRNEZR]
BREMEEBENER] - RFEFTE
ENTEEHLARTIRUAFEME
e (T E b2 m e ) A2 #RH)IE B
RREEOAREHEHREDRERS
(BEDEHE)MAS LR - ZFEITAL
ST AP H A B E W e T 2 A IR
B - "EEEKRBEEBEZLNUHR
RPEHEMEE RN 2] -

o FERUBWMEERNEIORMRAMBR
RIBERBRARAY L REX -8
EREBREFRRNGEAMBEHREA
B IS R —TERERZE - it
HRILRHERIMES] - ATEBELART AL B 167
BhEERESEHIE - FZFTER TS AREH
AR MM EREATE -

o EBGIENFE27FR(2011FERT) B
YHBHmER I BENEE G ERFE27
SRR B GFSUM AT BB M I G %
AIFE105R IR BB B M MR G
ZETERT G HARB NGRS BH
RIEREATE -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS TR EERME

3. Accounting Policies (Continued)

12

HKFRS 11 ‘Joint arrangements’ is a more realistic reflection of
joint arrangements by focusing on the rights and obligations
of the arrangement rather than its legal form. There are two
types of joint arrangement: joint operations and joint ventures.
Joint operations arise where a joint operator has rights to
the assets and obligations relating to the arrangement and
hence accounts for its interest in assets, liabilities, revenue
and expenses. Joint ventures arise where the joint operator
has rights to the net assets of the arrangement and hence
equity accounts for its interest. Proportional consolidation of
joint ventures is no longer allowed. This new standard did not
have a material impact on the Group’s consolidated financial
statements.

HKAS 28 (revised 2011) ‘Associates and joint ventures’
includes the requirements for joint ventures, as well as
associates, to be equity accounted following the issue of
HKFRS 11. This revised standard did not have a material
impact on the Group’s consolidated financial statements.

HKFRS 12 ‘Disclosures of interests in other entities’ includes
the disclosure requirements for all forms of interests in other
entities, including joint arrangements, associates, special
purpose vehicles and other off balance sheet vehicles. This
new standard did not have a material impact on the Group’s
consolidated financial statements.

Amendments to HKFRSs 10, 11 and 12 on transition
guidance. These amendments provide additional transition
relief to HKFRSs 10, 11 and 12, limiting the requirement to
provide adjusted comparative information to only the preceding
comparative period. For disclosures related to unconsolidated
structured entities, the amendments will remove the
requirement to present comparative information for periods
before HKFRS 12 is first applied. These amendments did not
have a material impact on the Group’s consolidated financial
statements.

Welling Holding Limited | EBZER AR QA
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS TR EERME

3.

Accounting Policies (Continued)

° HKFRS 13 ‘Fair value measurement’ aims to improve
consistency and reduce complexity by providing a precise
definition of fair value and a single source of fair value
measurement and disclosure requirements for use across
HKFRSs. The requirements do not extend the use of fair
value accounting but provide guidance on how it should be
applied where its use is already required or permitted by
other standards within HKFRSs. This new standard did not
have a material impact on the Group’s consolidated financial
statements.

o Amendment to HKFRS 7, ‘Financial instruments: Disclosures-
Offsetting financial assets and financial liabilities’. The
amendments require new disclosure requirements which
focus on quantitative information about recognised financial
instruments that are offset in the statement of financial
position, as well as those recognised financial instruments
that are subject to master netting or similar arrangements
irrespective of whether they are offset. This amendment did not
have a material impact on the Group’s consolidated financial
statements.

° Amendment to HKAS 34, ‘Interim financial reporting’. The
amendment clarifies the disclosure requirements for segment
assets and liabilities in interim financial statements. This
amendment did not have a material impact on the Group’s
consolidated financial statements.

Estimates

The preparation of interim financial statements requires management
to make judgements, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets
and liabilities, income and expense. Actual results may differ from
these estimates.

In preparing these condensed consolidated interim financial
statements, the significant judgements made by management in
applying the Group’s accounting policies and the key sources of
estimation uncertainty were the same as those that applied to the
consolidated financial statements for the year ended 31 December
2012.

3.

SETEE (&)

o  BRAVBHREENF1BRIAAEER
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AREEAENEERENE AR
MAZRE — BUE AR EAERE M - ZFRE
Y AEFERABESTARNER
BIRHIESISRAEEEM B RE LR
BEMEANEIRTE R - EAE
FRUEAER o SZ 3R RN & B AR E A 4R
EUBRRENEATE -

o FABUMBHWEENETRIEWMTAR - W
B —BEeREERERAE ] ZER
Ko ZEFERETHNRERER &
ERNEMBRARPREHOCHER S
BTHE - URFEEERESEURE
MR (EmEETHIEE) D ERER
TANELER - ZETATEEARE
B AMBRRERERNTE

o« EERIDRAIEANRI MBS 2
AT - A ATAM T AR
M BAERDBRBORBER - %
BAATE SRR B AU HRRE
REARE -

CE

R BT B R S R R
FEANREERAE WA RHZRESE
PRI PR « 3T RIBE - BREET LRSS
i AHRR -

REZEERAGS P BERER  ERER
FERAE B ST R PVEE X R st T
FEREMNEERREH E2012F12A318 1
FRENGEVBREMAEER -

13

Interim Report A iR 2013



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS TR EERME

5. Financial Risk Management

5.1

5.2

5.3

14

Financial Risk Factors

The Group’s activities expose it to a variety of financial risks:
market risk (including currency risk, fair value interest rate
risk, cash flow interest rate risk and price risk), credit risk and
liquidity risk.

The interim condensed consolidated financial statements
do not include all financial risk management information and
disclosures required in the annual financial statements, and
should be read in conjunction with the Group’s annual financial
statements for the year ended 31 December 2012.

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

Liquidity Risk

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

Fair Value Estimation

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

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

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

° Inputs for the asset or liability that are not based on

observable market data (that is, unobservable inputs)
(level 3).
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS TR EERME

5. Financial Risk Management (Continued)

5.3

Fair Value Estimation (Continued)

The following table presents the Group’s assets and liabilities
that are measured at fair value as at 30 June 2013.

5. MBEREE(E)

5.3 D REHE ()

TREVAKREBEH2013F6 A30H IR A
hEHEZEERARE -

Level 1 Level 2 Level 3 Total
B et E=R st
HK$°000 HK$’000 HK$’000 HK$’000
BETT BT T BETT BET T

Assets BE
Derivative financial instruments PTHESRIA
— Commodity future contracts —BRBEEY 64 - - 64
— Foreign exchange forward contracts —#4MN&EizBi4 49 - 16,318 - 16,318
Available-for-sale financial assets AHHESREE
— Equity investments — [T E - - 104,665 104,665
Level 1 Level 2 Level 3 Total
E—& et F=8 At
HK$’000 HK$’000 HK$°000 HK$’000
BT T BT T BT T BT T
Liabilities &fE
Derivative financial instruments PTHESRIA
— Commodity future contracts G L =) 2,949 - - 2,949
— Foreign exchange forward contracts —#NERHIE 49 - 1,404 - 1,404
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS TR EERME

5. Financial Risk Management (Continued) 5. BIERRERE(E)
5.3 Fair Value Estimation (Continued) 5.3 AREMLE(E)
The following table presents the Group’s assets and liabilities TREMNAEEN2012F12 31 8%
that are measured at fair value as at 31 December 2012. AREFEZEERBE -
Level 1 Level 2 Level 3 Total
F— ER F=H HET

HK$'000  HK$'000  HK$000  HK$'000
BETT ARTIT ABTT ABTT

Assets BE
Derivative financial instruments PTEEmIE
— Commodity future contracts -AREaL 8,214 - — 8,214
— Foreign exchange forward contracts —4MEZ=EIA 4 — 6,783 — 6,783
Available-for-sale financial assets HEESHEE
— Equity investments — IR E — - 102,819 102,819
Level 1 Level 2 Level 3 Total
F—1% E-M F= fmEt
HK$'000 HK$’000 HK$'000 HK$’000
AT BT T BT T BT
Liabilities aE
Derivative financial instruments THEERTIA
— Commodity future contracts -ERBEEN 59 - - 59
— Foreign exchange forward contracts ~ —SMEREIA L) — 8,854 — 8,854
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS TR EERME

6.

Segment Information 6. oEEHR
The principal activities of the Group are manufacturing, distributing REB 7 FBEBAETELEINE - DY
and selling motors and electronic and electric components for MIHERAESR ERREFERER °
electrical household appliances in the PRC and overseas.
In accordance with the Group’s internal financial reporting provided BIEAEERER TFTEES(MEESERER
to chief operating decision-maker, the Board of Directors, who TS BN HRB N TERREZFERE
is responsible for allocating resources, assessing performance AREINABTERE  SEEREAME
of the operating segments and making strategic decisions, the 7 K SRR 7 TS EEAS AR o
management considers the business from both business and
geographical perspective.
The Group underwent a significant organisational restructuring with REB Y ABMBREET T EBRAE  K2012
the merge of two original major business divisions (micro motor FRAGHTREMAEXESEIT(MEH
division and washing motor division) to become the new Motor S REREES )R ATNEREE
Division in December 2012. From business perspective, the Group is BB MEBHEKE @ NEBENSE—(EER
engaged in only one business segment. PDER ©
The Group is domiciled in the PRC. The Group’s revenue from AREBRPFPE - REBREFBREAR&LIEIN
customers located in the PRC and outside the PRC are presented as ZEEZIWAZHNT :
follows:
Six months ended 30 June
B Z6H30H LL61EA
2013 2012
HK$’000 HK$’000
BT T BB T T
Revenue from customers in the PRC REFBIERNEE ZWA 3,136,987 2,565,360
Revenue from customers outside the PRC REFRBIEIINEE Z WA 1,445,088 1,503,461
4,582,075 4,068,821

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

Information about a Major Customer
Revenue of approximately HK$510,158,000 (2012: HK$458,813,000)

was derived from a single customer, which is a related party of the
Group.

NEBBAILHEEMNAPE - T EREIE
MEVEE 2 HEDE T o

RFRE—RXEEFZEH
BB B 510,158,000 7T (20124 « 7B

458,813,0007T) ZWARE —R F AAEEH
MEmzE—FF -

17
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS TR EERME

7.

18

Other Gains — Net

HfttWz — 8

Six months ended 30 June

HZ6H30HL6MEA
2013 2012
HK$’000 HK$’000
BT T BT
Government grants BT R B 6,736 3,297
Derivative financial instruments: PTESMIA :
— fair value (loss)/gain on commodity — NE BB R
future contracts not qualified for hedge ZEmBEEHNARE
accounting (F518) Mz (18,420) 13,417
— fair value gain on foreign exchange — TREERIESEPFTERE
forward contracts not qualified for hedge ZHINERBIE AN E
accounting Wz 32,781 12,466
Dividend income from available-for-sale AHEESREEY
financial assets g S A 6,936 2,555
Penalty income S A 2,919 2,046
Exchange loss [ 5 Eia (14,504) (9,544)
Loss on disposal of property, plant HEDE -« BE L&
and equipment 2 &8 (4,466) (2,259)
Others At (737) (99)
11,245 21,879
Expenses by Nature 8. BRMEZEZHX
Expenses included in cost of goods sold, selling and marketing costs FIAEERAA - HE RTIGHEERARRST
and administrative expenses are analysed as follows: BB FAZ T T
Six months ended 30 June
HZ6H30HL6/EA
2013 2012
HK$’000 HK$'000
BT BT
Depreciation e 77,020 63,308
Amortisation of intangible assets | A EE 1,561 1,543
Amortisation of leasehold land and FAE It [ A {5 A
land use rights iy 2,612 2,224
Employee benefit expenses BB @R 500,536 363,632
Operating lease rental for land and buildings THREFEEEERS 4,541 5,297
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

LGRS M B ER M

o.

10.

Finance Costs — Net

9. BMEMRAE — FHE

Six months ended 30 June

HZ6H30H16{EA

2013 2012

HK$’000 HK$’000

BT T BT

Interest expense FEFXZ (14,382) (7,283)

Exchange loss — net P i Este — F& (13,707) (3,708)

Finance cost BE AR (28,089) (10,991)
Finance income — interest income on FEWA — BITERZ

bank deposit FEMA 4,204 2,762

Net finance costs BE AT R (23,885) (8,229)

Income Tax Expense

10. FRfEHRIX

Six months ended 30 June

HZ6H30H16MEA

2013 2012
HK$’000 HK$'000
BEET T BT T

Current income tax BERFTS RS
— PRC corporate income tax — M EMRER 59,014 54,381
— Hong Kong profits tax — BEFEH 180 —
Deferred income tax EEFTSHE 21,348 27,713
80,542 82,094

Interim Report A iR 2013
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS TR EERME

10. Income Tax Expense (Continued)

(i)

(i)

(iii)

Macao and British Virgin Islands profits tax

The Group has not been subject to any taxation in these
jurisdictions for both periods.

Hong Kong profits tax

Hong Kong profits tax is provided at annual income tax rate of
16.5% for the periods under review.

PRC corporate income tax

PRC corporate income tax is provided for on 25% of the profits
for the PRC statutory financial reporting purpose, adjusted
for those items, which are not assessable or deductible for
the PRC corporate income tax purpose, except for certain
subsidiaries which were entitled to different preferential tax rate
of 15% during both periods.

11. Earnings Per Share

20

(a)

Basic

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.

10. FR{EHBI ()

11.

() RFAREBEZHESFNEHR

A& B A W (E ARG B R ke 55 R
R E(ERITHIR o

(i) FEREB

HAR - BB SR T IRRE E SR

&16.5%7 e °
(i) PELEFRBH
BETHBARNNBEHHANTZER
REEEHE15%5 - PR EAEH
To¥% o BDA 72 B 75 2 3R M B 2 25% &t
2 WA BB RE R
2 BB Ve % -

BRER
(@ ER
FRRERZF TIZERFERABAR

BATE BB IE PO BETE -

Six months ended 30 June

HZ6H30HL6MEA
2013 2012

Profit for the period attributable to the owners XA &G A JE L EA A 7

of the Company (HK$’000) (B¥EFIT) 419,369 349,411
Weighted average number of ordinary shares AR EERERERZ

for the purposes of basic earnings per share BRI

(000 shares) (F5) 2,829,352 2,821,613
Basic earnings per share (HK cents) R EAZF (GBL) 14.82 12.38
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

LGRS M B ER M

11. Earnings Per Share (Continued)

(b) Diluted

For the six months ended 30 June 2013 and 2012, diluted
earnings per share were calculated by adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The dilutive
potential ordinary shares of the Company are performance-
based share options. For the share options, a calculation
is done to determine the number of shares that could have
been acquired at fair value (determined as the average
annual market share price of the Company’s shares) based
on the monetary value of the subscription rights attached to
outstanding share options. The number of shares calculated as
above is compared with the number of shares that would have
been issued assuming the exercise of the share options.

1. BREF(E)

(b)

BE

B Z 20134 201246 A 30 B 1- 61
A GREERFTEBARDEITE
R INETFIE - RSB EE Y
BRERBERTE c AQEZETE
SELRRABINRIBREE Y BRE - 3t
BREMS - SRERITERERERM
REE EEEETAHE  UETH
BARBERARBDRD FHFEETS
RELET)WEZRMHER - ELls
FERTE 2RO HE & RERREEREE
TEMED BT RSB fELLER -

Six months ended 30 June

HZ6H30H1L6MER
2013 2012
Profit for the period attributable to the owners RRaEA AEREIRF]E
of the Company (HK$’000) (B¥TT) 419,369 349,411
Weighted average number of ordinary shares AR EERERRFZ
for the purposes of basic earnings per share EIRATNRE S 8
(000 shares) (FB) 2,829,352 2,821,613
Adjustments for share options (‘000 shares) BRI (TR) 13,803 15,022
2,843,155 2,836,635
Diluted earnings per share (HK cents) SRREE R (B 14.75 12.32
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS TR EERME

12.

13.

22

Dividends

A 2012 final dividend of HK4.8 cents (2011 final: HK4 cents),
totaling approximately HK$136,335,000 has been declared in the
Company’s Annual General Meeting on 30 May 2013 and was paid
to the owners of the Company on 17 June 2013.

The Directors have resolved not to declare an interim dividend in
respect of the six months ended 30 June 2013 (2012: Nil).

Capital Expenditure

12. RE

AR AA201345 A30 A BITH R R AF KX
T FEIR2012F AR HRA% 248781 (2011 FF K
HA - 47AL) - A HA)E136,335,0000T © B
M20135F6 A17BMARARIEA AR ©

BEZATTIREE20135F6 A30R [F618 A
ZHRHAP B (20124F « 4#) o

13. EXFEX

Leasehold land Property,
and land use plant and
rights equipment
HEtiRk M- BE
Tt fE FARE &
HK$'000 HK$'000
BETT BETT

Opening net book amount as at A2012F1818 2

1 January 2012 HA ¥ BREEE 171,367 1,137,570
Additions NE 51,242 84,654
Disposals HeE — (11,652)
Amortisation/depreciation charges ey ERY (2,224) (63,308)
Exchange difference ERER (1,103) (6,067)
Closing net book amount as at 72012565300 2

30 June 2012 ARIRE FE 219,282 1,141,197
Opening net book amount as at A2013F1 8182

1 January 2013 B ERE FE 219,722 1,242,984
Additions PN - 111,102
Disposals HeE - (22,337)
Amortisation/depreciation charges By, ERY (2,612) (77,020)
Exchange difference ERER 3,923 21,667
Closing net book amount as at 7201356 H30A 2

30 June 2013 HREREFE 221,033 1,276,396

Certain of the property of the Group with net book value of
approximately HK$40,696,000 (31 December 2012: approximately
HK$53,126,000) and leasehold land and land use rights with net
book value of approximately Hk$45,157,000 (31 December 2012:
approximately HK$44,937,000) have been pledged as security for
the Group’s banking facilities.

Welling Holding Limited | i B EBRER A T

AN 5 B BR TEDF B 4075 1540,696,0007T (20124
128318 : 4978%53,126,0005T) 2 & T ¥ %
LA K BRTEFE #7515 45,157,0007T (2012412
A318 : 49/5#44,937,0007) 2 FHE T
T AR DR R AE MR TR 2 I -



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS TR EERME

14. Inventories 14. F&
As at
I

30 June 31 December

2013 2012

20134 20124

6H30H 12H31H

HK$’000 HK$’'000

BEET T BT T

Raw materials R 174,851 210,586
Work-in-progress S0 101,145 31,026
Finished goods 2IRY @ 336,444 461,919
612,440 703,531

15. Trade and Other Receivables 15. E 5 R HAEKRR
As at
i

30 June 31 December

2013 2012

20134 20124

6H30H 12A31H

HK$’000 HK$'000

BEET T BT

Trade receivables (Note (a)) B SRR (HisE @) 1,433,990 1,265,739
Less: provision for impairment B RERE (31,796) (31,360)
Trade receivables — net B RBGR — F5E 1,402,194 1,234,379
Notes receivable (Note (a)) RN EE (@) 1,167,120 660,589
Prepayments FERTER 141,962 204,005
Other receivables H fth fE 3k 128,663 131,348
Prepaid value-added tax — net TEfTISER — F588 65,024 90,104
2,904,963 2,320,425

Less: non-current portion SR - JERNEAEE Y

Prepayment for property, plant and equipment B3 - BE R B #E 18 (3,689) (3,281)
2,901,274 2,317,144
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS AR

15. Trade and Other Receivables (Continued) 15. ES R EMEWRR(E)

(@  The majority of the Group’s trade receivables are with credit @ AEBRBHBEHEURARZEERNT
period from 60 days to 150 days. The ageing analysis of the B0HZE150H - AEEE F UG IE
gross trade receivables and notes receivable of the Group are as IWEIE4aEE 7 BRI DT T -
follows:

As at

i
30 June 31 December
2013 2012
20134 20124
6H30H 12A31H
HK$’000 HK$’000
BEET T BT
Gross trade receivables: BSR4 .

Within 3 months 3{E A LAA 1,221,782 1,097,885
3 to 6 months 3%61EA 199,187 155,762
Over 6 months 61E A LA 13,021 12,092
1,433,990 1,265,739

As at

30 June 31 December

2013 2012
20134 20124F
6H30H 128318
HK$’000 HK$’000
BT T BT

Notes receivable: W ERE -
Within 3 months 31E A AR 266,948 259,653
3to 6 months 3Z6{EA 900,172 400,936
1,167,120 660,589
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

LGRS M B E R M

16. Share Capital 16. R4
Authorised ordinary shares
EELSBR
Number of
shares ('000) HK$’000
R ER (FR) BT T
At 1 January 2012, 30 June 2012, H201241 A1H -
31 December 2012 and 30 June 2013, 201296 H30H -
at HK$0.5 each 2012 12A31H &
2013%6H30H
FRREEBE0.57T 4,000,000 2,000,000
Issued and fully paid
ordinary shares
ERITRAZREAZEBR
Number of
shares ('000) HK$’000
fRHEE (F) BT T
At 1 January 2012 and 30 June 2012, A2012F1 818 K
at HK$0.5 each 201246 H30A
BREEE%.5T 2,821,613 1,410,806
Shares issued under the employee share BRI 8 AR ERT 8B 31T
option scheme (i) 2 BEAD (i) 100 50
At 31 December 2012 and 1 January 2013, 20125128318 K&
at HK$0.5 each 2013%F181H
SREEBY0.5T 2,821,713 1,410,856
Shares issued under the employee share BiEESBERETEIE 32T
option scheme (i) 2 B4 (i) 18,600 9,300
At 30 June 2013, at HK$0.5 each 201356 H30H
BREEBY0.5T 2,840,313 1,420,156

(i

(iii)

The share options exercised by an employee of the Group
for the year ended 31 December 2012, resulted in 100,000
shares being issued at HK$0.785 each, yielding proceeds after
transaction costs of approximately HK$72,000. The weighted
average closing price of shares of the Company at the time of
exercise of share options was HK$1.20.

The share options exercised by the employees of the Group
for the period ended 30 June 2013, resulted in 18,600,000
shares being issued at HK$0.785 each, yielding proceeds after
transaction costs of approximately HK$14,444,000. The
weighted average closing price of shares of the Company at
the time of exercise of share options was HK$1.53.

Details of the movements in respect of share option schemes
are set out under the section “Other Information” on pages 48
to 49.

(i)

(i)

HZE2012F12A31BILFE » A&EE
—HEBTHFEERE - EE100,000
% AR 12 ¥ 5 % 78 5 0.785 JT 19 (B 1% %
11 RS BEOAIBRIENABE
72,0007T © BERRIEIETT(ERY - AR RR
P EINFEF U TE BB .207T -

H E2013F6 A30H IFHifE © AEH
EETHEERRE - B 5018,600,000 K&
R0 12 &I B 0.785 T M BAR 21T
MBS BENMEBRELNABE
14,444,0007C - BEREEITFER - K
A RIS A IR g YT (B A S #51.53

JC °

BB BIEE 2 FHIRENFE48E
49B [ H &R | —5p

Interim Report A iR 2013 25



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS TR EERME

17. Other Reserves 17. HAbfEE
Share-  Available-
Statutory ~ General Enterprise Share based  for-sale
Share  reserve  reserve  expansion option  payment revaluation  Exchange Merger
premium fund fund fund reserve reserve reserve reserve  reserve Total
N
TEHE  -RER CERE BRE  REEN  WinE
R EE Eg ¢ g2 B XARE  EREE EXRE A0EE aif
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$000  HK$'000  HK$'000  HK$'000
BEtr B%Tn Bt BETn BETr BETn BETr BETR BETT BETR
Note (g) Note (g) Note (g) Note (o) Note (c)
i I I i liEE() x(c)
Balance at 1 January 2012 RO012E1R1RER 3,523,3% 3,153 123,126 113,973 26,187 - 4,694 163,606  (3,268,013) 700,121
Employes share option scheme EEERET
— value of senvices provided -k BE - - - - 914 - - - - 914
Currency translation differences EHEREE - - - - - - - (14421) - (14.421)
Balance at 30 June 2012 R201256A30B 58 3,523,395 3,163 123,126 13973 27,101 - 4,694 149,185 (3258013 686,614
Balance at 1 January 2013 R2013E1 A 1068 3523417 5,241 145832 136,679 25,632 19,423 10,212 164,747  (3,258,013) 773,170
Employee share option scheme [EEBRIEE
— value of services provided —-FRiERE 2 BE - - - - 146 - - - - 146
— proceeds from shares issued -RRih TR 5,301 - - - - - - - - 5,301
— share issuance expenses -RAEARR (157) = = = = = = - - (167)
Currency translation differences ERENER - - - - - - - 56,901 - 56,901
Balance at 30 June 2013 2013567300 &8 3,528,561 5,241 145832 136,679 25,718 19,423 10212 221,648 (3,258,013) 835,361
(@) The Company’s PRC subsidiaries are required to follow the @ ARAEFRBEZHBATEETRENE

20

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

17. Other Reserves (Continued)

()

Midea Group Co., Ltd. (“Midea”), the intermediate holding
company of the Company, implemented an incentive share
plan for core management staff of Midea and its major
subsidiaries during the year ended 31 December 2012,
under which Foshan Shunde Midea Investment Holding Co.,
Ltd. (“Shunde Midea”), the controlling shareholder of Midea,
transferred its equity interest in Ningbo Meicheng Equity
Investment Partnership (“Ningbo Meicheng”) to the participants
to the said incentive share plan. Ningbo Meicheng holds an
aggregate interest of 3% (representing 30 million shares) in
the share capital of Midea. Further to the arrangement of the
incentive share plan, Shunde Midea transferred 3% of its equity
interest in Ningbo Meicheng to two executive directors of the
Company, namely, Mr. Zhou Xiangyang and Mr. Jiang Deqing
on 22 November 2012.

Since the Company has no obligation to settle the above
share-based payment transaction granted by Shunde Midea,
the difference between the fair value of the shares transferred
and the cash consideration paid for such shares amounting
to HK$19,423,000 was treated as an equity-settled share-
based payment. Award of the said shares were vested
immediately and this share-based payment were recognised
as expenses in the Group’s consolidated income statement.
The Group accounted for the shares granted to its Directors
as a contribution from its ultimate holding company and
credited it to share-based payment reserve. The fair value of
the shares transferred as estimated by management using
market approach by referencing the market capitalisation and
Price/Earnings multiple for the listed and unlisted subsidiaries
controlled by Midea respectively.

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.

17. E w6 (8

(b)

HZE2012F12A31HIEFE - AR 7
FREZEBRARIENESERG AR AR
(IE=WNDREARSRFENE QA
HEBABETEEEKSRTE - &
I ZEH) 2 PERRAR R LT B R 2 A
BEEBRARA R ([NEEERN ] BESF
BEEERREREANCE(ERE
RDBOREERE T Ll B8 E KRG
ZM2EE - BREFFHENRAS
& 3% ) fE 2 (#8E 7230,000,000 % A%
7)) MEBRBEKERTELHEA -
B/ R IR 20124511 B22 A H %
BERERNIDREEETRRTIMN
BHITEEARGTEREES L

HARARREE T MTIEEENRSE £
MUARRD REME S MM S - B ES
BEROH AR BEECHBEARGORE
RAB Z Z5875%19,423,0007L B WA A
ARG E AR AERA ST - Ll
BHABRGENRRE - mMARD AR
MO AR AEERE RERNERA
Y - ASERETHEENRMHUE
BEERATEHNEBIAR - Wit A
LARR (D R E TR S SRS - EEERD
WAREEREREENGFIRAMSE
BEEESE - WRREMND BIESIH LT
KIELTMHEARAMEETAE T
ETE o

BB IRELRES TRBAT 2K
BEARBEE NEAREEK S M E
RAIZIAR BBz MERR =
o
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS AR

18.

19.

28

Borrowings 18. f&™
As at
S
30 June 31 December
2013 2012
20135 20124
6H30H 12A31H
HK$’000 HK$’000
BT T BT T
Non-current JEBNHA
Long-term bank borrowings, unsecured REIRITIE N — KT 86,181 129,188
Current BIHA
Short-term bank borrowings, unsecured R ERIRTTIE R — MR 364,057 306,714
450,238 435,902

The effective interest rates of the above floating rate borrowings

at the end of the reporting period were 1.59% per annum (31

December 2012: 2.42% per annum).

Trade and Other Payables

REEIIER - B2 BEK
1.59%(2012F12 A31H : FH|E2.42%) °

19. EFZ R EMEMNR

ZERFNERS

As at
i

30 June 31 December
2013 2012
20134 20124
6H30H 12A31H
HK$’000 HK$'000
BEET T BT
Trade payables (Note (a)) Z Z AR (M) 1,323,565 1,163,759
Notes payable (Notes (a) & (b)) JERTEEE (M5 (@) M (b)) 1,416,038 1,409,466
2,739,603 2,573,225
Provision for staff welfare and bonus 8 Taf| R Ieal e 105,788 153,699
Accruals TEIRE 35,451 30,713
Advances from customers TERE FEER 23,309 4,025
Other payables HAERR 174,045 213,777
Others Hib 684 1,048
3,078,880 2,976,487

Welling Holding Limited | EBZERER QA



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

LGRS M B E R M

19. Trade and Other Payables (Continued)

(@  The ageing analysis of the trade payables and notes payable of
the Group was as follows:

19. EZ R EMEMNR(E)

@ AEBEZEMNARENZEZERD
Wanw

As at
I

30 June 31 December
2013 2012
20134 20124
6H30H 12H31H
HK$’000 HK$’000
BT T BT
Within 3 months 31E A AR 1,921,769 1,488,073
3 to 6 months 3%61EA 765,049 1,027,804
Over 6 months 61E A LA+ 52,785 57,348
2,739,603 2,573,225

(b)  The balance represents non-interest bearing bank acceptance
notes issued by the Group with maturity periods of less than
six months. As at 30 June 2013, certain notes payable were
pledged by bank deposits of approximately HK$115,331,000
(31 December 2012: approximately HK$139,598,000).

20. Contingent Liabilities

As at 30 June 2013 and 31 December 2012, the Group and the
Company did not have any material contingent liabilities.

() HBRELHRAREREDL 2T BIRITE
HER - SIEHIR D R6ME A - 722013
F6AH30R - BHTEMNEENRITER
#4975 115,331,000 7T (2012 4F 12 A 31
B : #)7%%139,598,0007T0 ) fE A

20. RAREE

R2013F6 A30H N2012412A31H » A&
B RAARWEEREARNKAERE ©
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
RS AR

21. Commitments 21, AIE
(a) Capital Commitments (a) EAEIE
As at
i
30 June 31 December
2013 2012
20134 20124
6H30H 12A31H
HK$’000 HK$'000
BT T BT T
Contracted but not provided for BEETH B R B
— purchase of property, plant and equipment —BEVE  BENMKE 88,763 120,267
(b) Operating Lease Commitments (b) RKEHEFRE
The future aggregate minimum lease payments of the Group R EARE A AIRAUHE 2 S THE R AR R
under non-cancellable operating leases are as follows: Mz B ERBREREOT ¢
As at
"
30 June 31 December
2013 2012
2013%F 20124
6H30H 12H31H
HK$’000 HK$'000
BT T BT
Not later than one year THBIB1F 8,109 5,879
Later than one year and not later than five years  #8i@81 5B iB3B55F 9,909 7,027
18,018 12,906
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

LGRS M B E R M

22. Related Party Transactions

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

(a) Transactions with Related Parties (a)
The following transactions were carried out with related

parties in accordance with the terms mutually agreed by the
respective parties:

22 MERZRS

ARREEMBARRZRZER
3 - INASBRE MRS 2 X S Ham

HRELZX 5

RARE R

AT TEREETRETHONTEEREZ

GHETZRS

Six months ended 30 June

HZ6H30H1L6MER
2013 2012
HK$’000 HK$’000
BT T BT
Sales to related parties: mEEHE :
— Controlled by the ultimate holding company ~— — F &A1& A R4 1,825,171 1,333,500
— Controlled by a substantial shareholder —HRLIZERARZ
of the ultimate holding company F ERRERIE - 6,495
1,825,171 1,339,995
Purchase from related parties: M EAE T B
— Controlled by the ultimate holding company — — F &A1 % A R34 10,576 118,637
— Controlled by a substantial shareholder —HRLIZERARZ
of the ultimate holding company F ERR T = 81
— Controlled by a close family member — BRI AT]
of the ultimate holding company’s FERE
substantial shareholder TR 62,092 1,496
72,668 120,214
Logistics services received from related parties: A8 5E 7 &R ARTS -
— Controlled by the ultimate holding company ~— — B &AS AR A Rl 4,008 -
Rental expenses paid to a related party: MESER XA HEeRX
— Controlled by the ultimate holding company — — 1§ 4% 3% A& 2 R 4| - 1,661
Short-term borrowings received from WEMNEETEERAT
Midea Group Finance Co., Ltd. (M85 R] ) ES R H
(“Finance Company”): TR
— Controlled by the ultimate holding company — — 1§ 4% 3% A& 2 T 4| 539,794 233,817
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22. Related Party Transactions (Continued)

(a)

(b)

32

Transactions with Related Parties (Continued) (a)

22. BERXRS (&)

HREL 2R 5 (&)

Six months ended 30 June

EZ6H30HLL6MER
2013 2012
HK$’000 HK$ 000
BT T BT T
Short-term borrowings repaid to the MBS A REE R
Finance Company &
— Controlled by the ultimate holding company — — B &4 A% A B15 539,794 233,817
Issues of bills through the Finance Company: EHFBARHAZEE
— Controlled by the ultimate holding company ~— — F &A1 % A R4 787,924 55,070
Discounted bills through the Finance Company: 4% g 81 52 8538 2 2245
— Controlled by the ultimate holding company — — i §x 4% 3% A& 2 T &) 418,372 72,638
Interest income on deposits received from A A B ERTE RFE
the Finance Company: WA
— Controlled by the ultimate holding company — — B & 4% A% A 5145 851 735
Interest expense and bank charges paid to RIS AR A F B
the Finance Company: MIRTTER -
— Controlled by the ultimate holding company — — B &4 A% A B15 7,686 3,756
Key Management Compensation (b) EEEBEAEMS

Six months ended 30 June

HZ=6H30HL6MEA
2013 2012
HK$’000 HK$'000
BT T BT T
Salaries and other employee benefits e kEMEERT 3,579 2,807
Share-based payments VARG (R B ERE ) S 132 611
3,711 3,418
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LGRS M B E R M

22. Related Party Transactions (Continued) 22 BEFRZ(E)
(c) Balances with Related Companies (c) EERAERTZAEER
As at
"
30 June 31 December
2013 2012
20134 20124
6H30H 12A31H
HK$’000 HK$’000
BT T BT T
()  Due from related companies: ()  FEUEEEARFE
— Controlled by the ultimate holding — R AF]
company | 500,521 880,436
The credit period for the amount due from related companies JEEE R RIRIBESE 2 EEHR180A A
are within 180 days. A ©
As at 30 June 2013, the amount due from related companies K2013F6 A30H « EWRENFIFZIASRER
including notes receivable of approximately HK$256,384,000 BRWEEN RS Fli%{256,384,00 JC(20124F
(31 December 2012: approximately HK$410,580,000). 1283118 : 497%8#%410,580,0007T) °
As at
"
30 June 31 December
2013 2012
20134 20124
6H30H 12A31H
HK$’000 HK$’000
BT T BT T
(i) Due to related companies: (i) FENEBEEATR
— Controlled by the ultimate holding — REERA T
company | 15,652 137,419
— Controlled by a substantial shareholder —HREIERRNE 2
of the ultimate holding company F ER% R = 247
— Controlled by a close family member — BRI AE
of the ultimate holding company’s Izﬂxiz
substantial shareholder Pl o] 26,329 1,948
41,981 139,614
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RS TR EERME

22. Related Party Transactions (Continued) 22 BEAFRZ(E)
(c) Balances with Related Companies (Continued) (c) EHBERATRZHEER(E)
As at 30 June 2013, the amount due to related companies M2013%6 A308 & EEEER A
including notes payable of approximately HK$25,672,000 (31 NESHEPRENEBOAAEL
December 2012: approximately HK$36,293,000). 25,672,0007C (201212 A31H : 478

#:36,293,0007T) ©

The balances due from/to related companies are denominated JEU e BB D RIS R A A R T
in RMB, unsecured, interest free and are repayable on B WAHEIRE 2B BEEREREE
demand. No balance due from related companies is past due 2o MHE RN E N B 4 shiE HA SR
or impaired. 18
As at
"
30 June 31 December
2013 2012
20134 20124
6H30H 12H31H
HK$’000 HK$’000
BT T BT
(i)  Short-term deposits in the Finance (i) REPBHARZEH
Company: TR
— Controlled by the ultimate holding — B ERAT]
company 22 | 761,913 355,411
(v)  Bills have been issued but not yet due vy REPBARERE
in the Finance Company: B AREERE
— Controlled by the ultimate holding — B ERAT]
company 126l 787,924 352,288
(v)  Discounted bills receivable not yet due V) REPBEARIDEIE
in the Finance Company: B AREEARE R ZEE
— Controlled by the ultimate holding — BRI AT
company 126l 275,252 115,861
23. Ultimate Holding Company 23. RARER AT
The Directors regard Shunde Midea, a company incorporated in the EERIBEEN(RPRFEMKLZZ AR A
PRC, as the ultimate holding company. Sl /NS I
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INTERIM DIVIDEND
RIARE

The Board of Directors of the Company (the “Board”) has resolved not to
declare an interim dividend in respect of the six months ended 30 June
2013 (2012: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS
BEEFRAEADN

Business Review

For the six months ended 30 June 2013, the Group’s profit attributable
to the owners of the Company and earnings per share amounted to
approximately HK$419,369,000 (2012: approximately HK$349,411,000)
and HK14.82 cents (2012: HK12.38 cents) respectively, representing
a profit growth of 20%. The profit growth was mainly attributable to an
increase in the overall sales volume of our motor products for electrical
household appliances on the back of rising demand for electrical household
appliances in the first half of the year.

The Group’s turnover for the six months ended 30 June 2013
amounted to approximately HK$4,582,075,000 (2012: approximately
HK$4,068,821,000), representing a year-on-year growth of 13%. The
Group’s gross profit margin was 16.1% (2012: 14.6%). The rise in gross
profit margin was primarily attributable to a better product mix, coupled
with the continuous decline in raw material prices since the beginning of
the year. Net asset value per share of the Group as at 30 June 2013 was
HK$1.20 (31 December 2012: HK$1.08).

Analysis of Major Business Operations

In the first half of 2013, the overall economy, both domestic and overseas,
has stabilised gradually. However, the global economic outlook remains
clouded amid a lack of growth momentum due to China’s economic
slowdown, the slow pick-up in the Euro zone economy and the lack of
momentum in the U.S. economic recovery.

ARREEG([EEE )@ R TEIRE 201346
A30H [E6fE A 2 HRRE B (20124 & 4&) ©

e a) ]

B ZE2013F6 A30A IE6ME A - AR FHA AEAS
NE B F A8 419,369,0007T (20124 : 495
349,411,0007t) - R E k&AM A14.8278 1L (2012
F 12.3881)  FIBER20% - FIH EAETER
REEREYFMERTKEASHREERERE
EEIHEME LA E -

EZE2013F6A30R 1L6E A - ANEE S EFELN RS
#4,582,075,0007T (20124 + 49;5%4,068,821,000
L) - AHIER18% - AEBMEFEH161%
(2012%F : 14.6%) - EFM X LA T EXHERLE
o E R FVAREM B ERIFE TR - 72013
F6H30H  REB 2 BREEFEREE1.207T
(20124128318 : #E#¥1.087T) °

FREBEERRIN

20136 L44F - BIASNERGER B AL - oF
REEEENE - BTREARE RS - XHEHE
EHBFRDNTR - ATLEBDTELE -
R o
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEFREADN

In addition, the demand for electrical household appliances remained
depressed as a result of weak economic growth and the government’s
continued austerity policies on the property market in China. Following the
termination of supportive policies including Subsidy for Energy Efficient
Home Appliances and Home Appliances Subsidy for Rural Areas, there
were no new drivers to boost the demand in the electrical household
appliances industry. Meanwhile, a sharp rise in labour cost in the first
half of the year also brought substantial pressure on the profitability of
labour-intensive electrical household appliance manufacturers. These
manufacturers and related industry players have become more focused on
product upgrade and strategies. They have also adjusted their operation to
improve product quality and enhance their resilience against risks.

The combined effects of policies, industrial cycles and consumption
upgrade have resulted in a further concentration of the electrical
household appliances industry. Following the termination of subsidy
policies, industry leaders have further reinforced their competitive edges
through transformation. Some of the second-tier and third-tier brands
have experienced a significant slowdown, or even a setback, in growth.
In the air-conditioner sector, demand has rebounded moderately as air-
conditioner manufacturers cleared inventories last year. Meanwhile, as the
domestic market of motors for refrigerators and washing machines was still
in an adjustment stage, there were no significant changes in demand. The
application of direct current inverter, smart and energy efficient technologies
in electrical household appliances has become a prevailing development
trend in the industry. Given the above factors and, in particular, driven by
the growth in sales to major customers and product upgrade, coupled with
the Group’s move to seize the opportunities for development by introducing
strategic products such as direct current motors in prior periods, the Group
has recorded profitable growth in the first half of the year.

1. Motor Business

From January to June 2013, the total domestic and export sales
volume of household air-conditioners in China increased by 5.22%
year on year, and that of central air-conditioners increased by
11.68% year on year. The total domestic and export sales volume
of refrigerator compressors increased by 15% year on year, while
that of washing machines dropped by 2.03% year on year. (Source:
www.chinalOL.com).

36
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Uboh - ERBEOBIG R N EEZFE A 5 b E R
BERFBENBENTE  BEXETEFRDERS
EEARRE - BEEETREMERL - KETHEFHREL - K
EMSHEICLALAFOERRE - AN - E¥F
ATRAZBIET  tHBHTEUNKELER
MEENRERES - ERBREH KK EMHRTT
EXEMBDIEMIABANE F RS - BERAE
IR LE  RERT  BReiARE

RBRNTESROTZE - MOBBEAL » KEIT
XETEE—FRR  BEMUBBEROERL - 17X
REALCERENER  HFELEIE—pRiL D
T ERRRSRPARNE  REHRERE - =HT
EXERUEFREF R CETHABTENTE -
FRBMRE - BRI IS DA SR 7 58 B HIR
B BRLARER - RAMERNEHEER B
2t SREHERIRBRITM - ¥ LA REA
FE FHIRARBEREPHNHEEREMERTTR
WE - AT RNERERNEREREINE T #
BB TELFFEETERER -

1. EBHER

2013F1AZE6 A - FRRAE=FANIMNELEE
Rtk 5£5.20% « AR ZEFA A HNHAR 2 R B 1%
£11.68% ' KFBEBEEKANINEEERTLIZR
15% + SRR SN E 48 2 R b T8 2.03% ©
(LEEBRIRE - EEERE) -



MANAGEMENT DISCUSSION AND ANALYSIS
BEEFREADN

For the six months ended 30 June 2013, the Group’s motor business
recorded a domestic sales of approximately 54,299,000 units and an
export of approximately 17,222,000 units, with the aggregate sales
volume increasing by 14% compared with the same period last year.
(Of these, the domestic sales and export sales of motors for air-
conditioners was approximately 36,138,000 units and approximately
9,779,000 units respectively, with the total sales increasing by 23%
compared with the same period last year. The domestic sales and
export sales of motors for washing machines was approximately
5,678,000 units and approximately 5,775,000 units respectively,
with the total sales decreasing by 8% compared with the same
period last year.) The Group recorded a turnover of approximately
HK$4,582,075,000 (including approximately HK$2,782,376,000 from
motors for air-conditioners and approximately HK$1,185,221,000
from motors for washing machines) for the first half of 2013,
representing a rise of 13% compared with the same period last
year. The profit of the Group for the first half of 2013 amounted to
approximately HK$419,369,000, representing an increase of 20%
compared with approximately HK$349,411,000 for the same period
in 2012.

The Group continued to drive its strategic transformation through
a series of operational measures. These include the integration of
technical platforms, alignment of quality standards, overall planning of
manufacturing resources and coordination of human resources. Such
measures have shown preliminary synergy effect, further enhancing
our product profitability and our ability to act in response to market
conditions. In the first half of 2013, the Group maintained its profit-
driven model and accelerated the step of strategic transformation.
Benefiting from the adjustment of product sales mix, the proportion
of high-margin products has increased.

The growth in aggregate sales over the same period last year was
mainly driven by a significant increase in sales to major domestic
customers and a surge in customers of direct current motors
and commercial motors. In respect of product and customer
development, we have reinforced the market position of our principal
products and capitalised on market opportunities proactively. We
have stepped up our efforts to develop key brand customers and
further expanded our cooperation with major customers. Substantial
efforts have been made to develop direct current motors for air-
conditioners, refrigerators and washing machines for our Japanese

B Z=2013F6A30H IF6ME A » EHER A

EHIHE X B54,299,0004 O 2 EHGH
2#/17,222,0004 + BIHE R A FREHE
£14% (8 2= B AIEL1536,138,000
& ARINEL159,779,0006 ¢ M ER
EFR L R23%  MEFKBEEAELE
5,678,000 & + LA K HMNE4I155,775,0008
BEEREAFRYTESY%) - NEEHR2013
FE¥F 2 EEELRRBE4,582,075,0007T
(CHREREEREEREETE SN A
78 & 2,782,376,000 7T K % % 1,185,221,000
T0)  BMEAFREER13% - NEE2013F £
FEFEL A 1419,8369,0007T + HE20124F
B8 2 #4028 1349,411,0007T © I A
20% °

PEEAEEEE R CEBEER  RARITTES
BE - mEEER—  BEERRE - ANE
BRRALRE—RINGCEREE  BEBENRK
o ELAFGE DTSR EL T —H1R
Ft o 2013F L F - KEEERFUFEAR
Er c IMREER BRI - SEREREES
R - mEMERLILM -

EBREEREFRMERIZRENAEA
BEFHBERAREHEERUIERES B
AEREFPILERR -HEERNEFHRT
H - ZEFEEMTSM - ARNERIEET
BHRE  MAEHREEFNREHBAIE -
HARPEFNARENER - BEEREE - 8
REPERABEREHHNEMFE - I8 A
BHRMERELLS  MABEREENIAE
IRENE - Bl - IR ERIERER -
HRERNMREEMNTISNE  E5XE
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEFREADN

38

and Korean customers. We have also enhanced our quality assurance
capability for commercial motors, further invested in direct current
motors and commercial motors and expanded our production
capacity. With these efforts, we have increased our market shares
for brushless direct current motor, commercial motors and pump
products. We have diversified our principal business portfolio and
enhanced our development and manufacturing capacity for servo
motors. In respect of research and development, we have enhanced
the integration and collaboration between Shanghai Research
and Development Centre and Technology Development Centre.
In line with the development trend of direct current inverter, high
efficiency and energy efficiency, we have substantially completed the
deployment of direct current technical platform for our mainstream
products, covering all series of motors for white goods. This new
platform innovation and direct current products will play a dominant
role in the second half of this year and the first half of next year.
We have made significant progress in patent application and
fundamental research, with 37 patent applications filed in the first
half of the year, including 15 applications for invention patents.
This has further enhanced our command of core technologies. In
respect of manufacturing technology, we have made great efforts
to promote meticulous production and automation solutions, while
improving site management and optimising production process and
logistics management, with an aim to increase output per worker.
To enhance quality control, we have conducted reviews to align the
quality standards at all production bases in order to enhance quality
standardisation, promote delicacy management, and strengthen the
management and control system.

Business of Associate

Operation efficiency and transformation are two underlying
principles of Shanxi Huaxiang Group Co., Ltd. (“Shanxi Huaxiang”,
an associate owned as to 49% by the Group). With an aim to
establish a standardised, responsive and highly efficient modern
corporate governance structure, Shanxi Huaxiang has restructured
its business flow and streamlined its organisation at all levels, with
a focus on the reorganisation and integration of two key areas: raw
materials procurement and marketing. To this end, Shanxi Huaxiang
has established a purchasing centre and a marketing centre to
standardise business operation and management while increasing
the efficiency of resource utilisation.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEFREADN

In terms of product management, Shanxi Huaxiang has continued
to reinforce its competitive edge in precision compressor casting
parts and accelerated the development of vehicle parts and parts
for pumps, valves and tubes. In the meantime, Shanxi Huaxiang has
also focused on promoting ancillary businesses related to mechanical
processing to extend the value chain and enhance added value. The
compressor division of Shanxi Huaxiang has remained as a pioneer
in the industry with its unparalleled technologies, size and quality. Its
efforts to optimise customer base and product mix for engineering
machinery products has borne fruit, as reflected in the fact that
Europe and the U.S. have become its principal markets, as well as
improved technology and enhanced added value for its products.
Shanxi Huaxiang has made a substantial breakthrough in ductile cast
iron products, laying the foundation for the sustainable development
of engineering machinery products in the future.

For the six months ended 30 June 2013, Shanxi Huaxiang recorded
a turnover of approximately HK$674,202,000 (2012: approximately
HK$661,074,000). As a result of lower selling prices following a
decline in raw material prices, revenue increased by 2% despite a
growth in sales volume by 14%. The Group’s share of profit of Shanxi
Huaxiang was approximately HK$8,339,000 (2012: approximately
HK$9,901,000). The decrease in profit was mainly due to a year-on-
year increase in the depreciation of its industrial park in the first half
of 2013.

Financial Review

Liquidity and Financial Resources

The Group has maintained a healthy financial and liquidity position with a

current ratio of 147% as at 30 June 2013 (31 December 2012: 140%).

As at 30 June 20183, the Group was in a net cash position of
HK$723,653,000 (31 December 2012: HK$529,413,000), representing
cash and cash equivalents and pledged bank deposits of approximately
HK$1,173,891,000 less total bank borrowings of approximately HK$450,238,000
(comprising approximately HK$364,057,000 would be due within one year

and approximately HK$86,181,000 would be due over one year).

EEMSERER  UAERREEEBERERE
TR R REED - MREREN  RHE
ENER AREHMEERNTIREEER T
REEH  RBAMINE  BEEEBSE
SIRTTERR - &ill - MR - MEREITERE
8B TRERWEEMEF REMGRNELE
FRRAR - BREEPERATI NS - EmX
s8R IEE— SR - IRERERRE
BEMRE - REORIIERMEERBERE
HRERE -

#HZ2013F6 A30H L6 A - ILAZERH
B ER A B 674,202,0007T (20124 © 4978
#661,074,0007T) * WAL R2% « & E H
ERRE14%  FERFEMEER TRES
HRHERSE TR - B AERIERH
BER NEBEEWGLEEANFEL RS
#% 8,339,000 7T (2012 4 : %)% % 9,901,000
g0) + FEREEER AT EE2013F E¥F
FEERARIEMATE -

g )]
RBE T RNBEER

AEBZYBERSE MK EZTER  K2013
F6H308 Z R ER A147% (201212 A318 :
140%) °

R2013F 6 A30H » AEBEB AR FHEE
¥ 723,653,000 7t (2012 F 12 A 31 H : B
529,413,0007T) * BB & KR EEBY REEIFR
1I1F FRA 75 #51,173,891,000 70 SR 1T 5 FRARFRL) S
#:450,238,00077T ( B 1% 4978 ¥ 364,057,0007T 74 1 £F
REIHI K 4978 %86,181,0007C 11 14 B ER ) 4R5AK
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MANAGEMENT DISCUSSION AND ANALYSIS
ERERWmES T
Financial Ratios

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

L E

TEBIIARENGA H B A 0 E T o5
P

30 June 2013 31 December 2012

20134 20124
6H30H 12H31H
Inventories turnover (Note 1) FEREA(ME) 31 daysH 37 daysH
Trade receivables turnover (Note 2) B 5 AR EE A (M7E2) 65 days H 77 daysH
Trade payables turnover (Note 3) 2 5 e R A (M E3) 61 daysH 72 daysH
Current ratio (Note 4) BN (MI7E4) 1.47 times{Z 1.40 timesf{
Notes: ik -
1. Inventories turnover is calculated based on the average of the opening inventories and 1 FEEEHEREN FOFEEEFREFEFHHHRIA

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

the total number of days of the period/year.

2. Trade receivables turnover is calculated based on the average of the opening and closing
of trade receivables of third parties and related companies, divided by the turnover of the

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

3. Trade payables turnover is calculated based on the average of the opening and closing of
trade payables of third parties and related companies, divided by the cost of goods sold of

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

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

period-end/year-end current liabilities.
Pledge of Assets

As at 30 June 2013, the Group’s banking facilities were secured by
certain property with net book value of approximately HK$40,696,000 (31
December 2012: approximately HK$53,126,000) and certain leasehold land
and land use rights with net book value of approximately HK$45,157,000 (31
December 2012: approximately HK$44,937,000) of the Group.

Contingent Liabilities

Save as the financial guarantees as disclosed below, as at 30 June 2013,
the Group did not have any material contingent liabilities.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEFREADN

Financial Guarantees

As at 30 June 2013, the Group has given guarantee to banks in respect
of the banking facilities extended to the associates of the Group of
approximately HK$883,128,000 (31 December 2012: approximately
HK$719,571,000). As at 30 June 2013, bank loans of approximately
HK$667,838,000 (31 December 2012: approximately HK$540,141,000)
being guaranteed by the Group to associates have been drawn down.

Capital Expenditure

For the six months ended 30 June 2013, the capital expenditure of
the Group was approximately HK$111,102,000 (31 December 2012:
approximately HK$331,116,000) related to the purchase of property, plant
and equipment, leasehold land and land use rights.

Derivative Financial Instruments

As at 30 June 2013, 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$16,382,000 and HK$4,353,000 respectively (31 December 2012:
derivative financial instrument assets and liabilities of approximately
HK$14,997,000 and HK$8,913,000 respectively).

Exposure to Exchange Rate Fluctuations

During the six months ended 30 June 2013, approximately 32% 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 stringent
control over the risk of exchange rate fluctuation, and will review from time
to time the sufficiency and appropriateness of the financial instruments
which were currently used to hedge significant foreign currency risks.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEFREADN

Capital Commitments

As at 30 June 2013, the Group has contracted capital commitments in
respect of the purchase of property, plant and equipment amounting
to approximately HK$88,763,000 (31 December 2012: approximately
HK$120,267,000).

Human Resources

As at 30 June 2013, the Group employed approximately 13,784 full
time employees in Hong Kong and the PRC. While the Group was
supported by a team of young and 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 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 granted share options to employees as an incentive to
motivate its employees by linking their interests to the future development
and expansion of the Group. The Group currently provides employees with
competitive remuneration packages (comprising salary, bonus and benefits
in kind), adequate insurance cover (including pension, medical insurance,
unemployment compensation insurance, work injury compensation
insurance and maternity insurance) and housing provident fund. In addition,
the Group also provides its employees with other benefits including on-
the-job academic education, meal subsidy, housing subsidy, cooperative
medical scheme services, support fund and recreational activities etc.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEFREADN

Business Prospect

Looking ahead into the second half of 2013, the global economy is not
optimistic, and neither is China’s economic growth. The World Bank has
lowered its forecast of the global economic growth in the latest issue of
Global Economic Prospects. Nevertheless, the potential risks that posed
the most serious threat to economic recovery have diminished, and the
chance of another financial tsunami or significant contraction in trade is
relatively slim. The quantitative easing measures introduced by Europe,
the U.S. and Japan earlier have resulted in continuous appreciation of
Renminbi, which has reduced the competitiveness of Chinese exporters.
On the other hand, as the government is expected to step up its efforts to
curb the rising property prices, austerity policies on the property market
will be maintained on an ongoing basis and become systematic and
institutionalised in China. As a result, China’s economy is not expected to
experience a rapid growth. All in all, the trend of economic growth will be
uncertain in the short run, but will tend to stabilise gradually in the long run.

In light of the overall economic environment and the expiry of Subsidy
for Energy Efficient Home Appliances, the demand in the electrical
household appliance market will be dampened. The domestic market will
focus mainly on product upgrade and the trend toward high efficiency
will accelerate. Energy efficiency will be made mandatory in the future
through the implementation of national standards. In respect of overseas
markets, businesses exploring overseas markets are in face of more severe
challenges as a result of the increasing local protectionism in developing
countries, continued weak demand in Europe due to the stagnant
economy, gradual recovery of demand in regions including the Americas,
Southeast Asia and Middle East, coupled with the cost pressure brought
by the appreciation of Renminbi. The full-year output of household air-
conditioners in China is expected to rise slightly compared with 2012,
and the process of transition to inverter air-conditioners will accelerate,
which is mainly attributable to an increase in the sales of inverter air-
conditioners in the domestic market. The demand for direct current motors
will rise significantly. The overseas markets will continue to grow at a
low rate. Meanwhile, with the acceleration of urbanisation in China, the
development of modern commercial properties, hotels, shopping malls and
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEFREADN

supermarkets will drive the demand for commercial central air-conditioners.
The demand for household central air-conditioners is also expected
to show an upward trend. In the international market, the demand for
commercial central air-conditioners will remain steady as the economy of
the major importers recovers gradually. In respect of washing machines,
the application of direct current motors for washing machines in Japan and
Korea has become increasingly prevailing. On the other hand, the demand
in emerging markets for wave-wheel washing machines will continue to
rise, driving the demand for wave-wheel motors. The Group will keep a
close eye on the latest industry development to capitalise on opportunities
arising from industrial upgrade. We will further explore and expand into
the market of high-efficiency and energy-saving products, with an aim to
increase our market share and maintain our leading position while driving
our strategic transformation forward.

Our motor business will continue to implement our medium-term strategic
development plan to emphasise on quality while maintaining our focus
on our core business and optimising our product mix, with a view to
maximising profits. We will reinforce our leading position in the traditional
products industry, pioneer technology and process transformation, and
build up new competitive edges on the technology front, with a particular
focus on the expansion of brushless direct current motors, commercial
motors and pump products. Our new production base in Changzhou is
expected to commence operation in the second half of the year, which will
give strong support to our market share and profit growth. Meanwhile, we
will commence bulk supply of booster pumps for water purifiers to major
industry players in the second half of the year. With a view to paving the
way for our sustainable growth in the medium to long term, we plan to
build a business platform for servo motors, work closely with supporting
system suppliers and build up our technical capability. We will continue
to maintain our customer focus and build a customer-centred model to
drive operation efficiency. To further enhance our elaborate approach
for the development and maintenance of major customers, we will strive
to strengthen our customer relationship through specific projects and
intensified collaboration. In particular, we will expand into overseas markets
to ensure continuous business growth in the future.

44

Welling Holding Limited | EBZER AR QA

2 BEEMSL STBHBRAKEEZSWE B
RZ=RBR G T RERNES - SHXEIH
B BRI ERCRANBAER + AR BmH
SRR K TSR EIE I - (M S BN R
BEOFR LT - RAEERZVBETEDE B
MITEKE  EEEETARS  HESUESRE
mERAEMTISHE - RIETSOHE - REFTESR
FEHUAL - HEE S EERRR A o

EREXGERERS AR T MBI ERRE - REX
DER BEBCERGE IERRME  EX
MBERAME - BILBHREMITERGMA - 5|ET
ERMETEEE  PERHRMEFES - 53
BRAERBERER BRAERIREERNER -
BN EIER T HFIRE - RIEFTTISH BN
RETEOFIEEREHRE IXE - R FKFIEE
RTHEBETEATIREEABEBHE 55
FIRERNXBFaERE  BTXAREERRE
W1E - BRI - RABNPRAFEKELT
TEREER - BREPEMR  BERARFATLH
MBMEEERBIR - A ANEFREHAENER
25| WAREHAENRENEE - FilZEIT
BHIFH - RERREBOFEER -



MANAGEMENT DISCUSSION AND ANALYSIS
BEEFREADN

The Group will continue to intensify our strategic transformation and
reinforce our customer-centred organisational management. We will
increase our competitiveness that centres on product strength. With
top priority given to product quality, we intend to promote meticulous
production and increase investment in automation, while attaching great
importance to quality control throughout the whole production process. We
will conduct a comprehensive review on our strategic deployment in terms
of products, production bases and customers, with an aim to optimise
our production capacity layout, reduce the lead time and enable prompt
response to customers. In this respect, we will recruit more core talents to
drive our sustainable development.

Shanxi Huaxiang will continue to implement key projects, including
ductile cast iron for engineering machinery, precision manufacturing of
vehicle parts, environmental relocation projects and robotic automation.
Shanxi Huaxiang will further push forward its strategic transformation and
product structure adjustment, and carry out the reform of organisational
management and control. By integrating its marketing and procurement
functionality, Shanxi Huaxiang will continue to strengthen its control over
various functional lines to realise vertical factory-wide management and
control. By tapping its potential, enhancing efficiency and reducing costs,
Shanxi Huaxiang will continue to pursue growth both in terms of scale and
profits.
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Share Options

During the period, the share option scheme adopted on 27 June 2003
(the “2003 Share Option Scheme”) was terminated before its expiration
on 26 June 2013 and a new share option scheme (the “2013 Share
Option Scheme”) was adopted by the shareholders of the Company at the
Company’s annual general meeting held on 30 May 2013.

Following the expiry of the 2003 Share Option Scheme, the Company
may grant share options to eligible participants as recognition and
acknowledgement of the contributions that the eligible participants have
made or may make to the Group or any affiliates; and to attract, retain and
motivate talented eligible participants to strive for the future developments
and expansion of the Group and to provide the Company with a flexible
means of giving incentive to, rewarding, remunerating, compensating and/
or providing benefits to the eligible participants pursuant to the terms of
the 2013 Share Option Scheme. Eligible participants of the 2013 Share
Option Scheme include (1) any full-time or part-time employees or potential
employees, executives or officers of the Group or any affiliates; (2) any
directors (including non-executive directors and independent non-executive
directors) of the Group or any affiliates; or (3) any one who, as to be
determined by the Board at its absolute discretion, have contributed or will
contribute to the Group or any affiliates.

The 20183 Share Option Scheme is valid for a period of 10 years
commencing from 30 May 2013. The limit on the number of shares which
may be issued upon exercise of all outstanding share options granted and
yet to be exercised under the 2013 Share Option Scheme and any other
share option schemes of the Company must not exceed 30% of the total
number of shares of the Company in issue from time to time. The total
number of shares which may be issued upon exercise of all share options
to be granted under the 2013 Share Option Scheme and any other share
option schemes of the Company shall not in aggregate exceed 10% of the
total number of shares of the Company in issue as at the date of approval
of the 2013 Share Option Scheme (being 283,724,682 shares), but the
Company may seek approval of its shareholders in general meeting for
refreshing the 10% limit under the 2013 Share Option Scheme.

The total number of shares issued and to be issued upon exercise of the
share options granted under the 2013 Share Option Scheme and any other
share option schemes of the Company to each eligible participant in any
12-month period shall not exceed 1% of the total number of shares of the
Company in issue. Any further grant of share options in excess of such
limit must be separately approved by the shareholders of the Company in
general meeting.
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OTHER INFORMATION
HibEH

Share options granted under the 2013 Share Option Scheme to a
Director, chief executive or substantial shareholder of the Company or
their respective associates, must be approved by the Independent Non-
executive Directors of the Company (excluding Independent Non-executive
Director who is the grantee of the share options). In addition, any share
options granted to a substantial shareholder or an Independent Non-
executive Director of the Company, or any of their respective associates, in
aggregate more than 0.1% of the total number of shares of the Company
in issue or with an aggregate value (based on the closing price of the
Company’s shares at the date of each grant) in excess of HK$5,000,000,
within any 12-month period up to and including the date of such grant,
must be subject to shareholders’ approval in general meeting of the
Company.

The offer of a grant of share options may be accepted by the grantee with
payment of HK$1 as consideration within 28 days from the date of grant
of share options. The exercise period of the share options granted may be
determined by the Board and in any event, such period shall not be longer
than 10 years from the date upon which any particular share options are
granted in accordance with the 2013 Share Option Scheme.

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

As at 30 June 2013, 30,900,000 share options remain outstanding and
exercisable under the 2003 Share Option Scheme. No share options were
granted to any eligible participants since the adoption of the 2013 Share
Option Scheme.
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Hih &R
Movements of the share options granted under the 2003 Share Option  RE{E2013%6 8308 1F6{E AR » RiE2003F 8 A%
Scheme during the six months ended 30 June 2013 were as follows: REETEIR L Z BARES BT -
Balance Balance
as at Exercised Lapsed as at
Date of Exercise Exercisable 1 January during during 30 June
Name grant price period 2013 the period the period 2013
20135 20135
1A1H RER RER 6A30H
e R A e Rt pd =323 217 BRM pd
HK$
et
(Note 1) (Note 1)
(PF5E1) (Bftzx1)
Directors
B
Mr. Zhou Xiangyang 09/01/2009 0.785 01/04/2010 - 7,200,000 - - 7,200,000
Bm&EAE 31/03/2017 (Note 3)
(Note 2) (BIE3)
(Fzt2)
Mr. Jiang Deqing 09/01/2009 0.785 01/04/2010 - 7,200,000 - - 7,200,000
ZEEEAE 31/03/2017 (Note 3)
(Note 2) (P5E3)
(PfzE2)
Mr. Lam Ming Yung 30/07/2007 3.900 30/07/2007 - 400,000 - - 400,000
MRERE 29/07/2017
09/01/2009 0.785 01/04/2010 - 1,000,000 - - 1,000,000
31/03/2017
(Note 2)
(PF3E2)
Ms. Chen Chunhua 30/07/2007 3.900 30/07/2007 - 400,000 - - 400,000
REELL 29/07/2017
09/01/2009 0.785 01/04/2010 - 1,000,000 - - 1,000,000
31/03/2017
(Note 2)
(PFzE2)
Employees
EE
In aggregate 30/07/2007 3.900 30/07/2007 - 700,000 - - 700,000
aH 29/07/2017
09/01/2009 0.785 01/04/2010 - 38,000,000  (18,600,000) (6,400,000) 13,000,000
31/03/2017 (Note 4) (Note 5)
(Note 2) (FI5E4) (BI%E5)
(Pf3E2)
Total

55,900,000  (18,600,000) (6,400,000) 30,900,000

A
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Notes:

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 2003 Share

Option Scheme were adjusted to reflect the effect of the Share Consolidation.

The consideration for each of the grants above was HK$1. The share options granted on
9 January 2009 shall be exercisable during the share 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:

a) the first 25% of the share 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”);

b) the second 25% of the share 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;

o) the third 25% of the share 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

d) the fourth 25% of the share 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.

On 8 July 2013, letters of surrender of outstanding share options were received from Mr.
Zhou Xiangyang and Mr. Jiang Deqing, the Directors of the Company, in relation to their
voluntarily surrender of all rights of the fourth tranche of 25% of the share options granted
to each of them on 9 January 2009 for the subscription of 1,800,000 shares in the
Company. As at the date of this report, each of Mr. Zhou Xiangyang and Mr. Jiang Deqing
held 5,400,000 share options.

The weighted average closing price of the shares of the Company immediately before the

date on which the share options were exercised was HK$1.53.

On 8 July 20183, letters of surrender of outstanding share options were received from
two employees in relation to their voluntarily surrender of all rights of the fourth tranche
of 25% of the share options granted to them on 9 January 2009 for the subscription of a
total of 2,000,000 shares in the Company. As at the date of this report, an aggregate of
11,000,000 share options were held by all the employees.
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The fair value of the share options are determined used the “Binomial  FEiXEZ A A ERAI B HEESE |([2ZER])
Valuation model” (the “Model”). Key assumptions of the Model are set out — EE5F o BRI 7 TEBHEEFHIET -

below:

Date of Grant:

Risk-free rate:
Expected dividend yield:

Expected volatility of the market price of the Company’s shares:

Expected share option life:

Fair value as at the date of grant (approximately):

BB 9 January 30 July
2009 2007

20094 20074F

1H9R 7A30H

R A 1.299% 4.13%
TEHARR B - 3% 0%
AT TEZ TEEKIE : 52.34% 65.38%
B TERRF A 8.2 years & 5.23 years
AR BBz A E@EOE) HK S 8 HKS$E 1

25,229,000t 3,453,0007T

The Model requires the input of subjective assumptions, including the — ZEA Zk/EG A FTERL(BEREKR) - AR
volatility of share price. As changes in subjective input assumptions can @A EEBE ZEHTH QN L BFTEKERY
materially affect the fair value estimate, in the Directors’ opinion, the Model 2+ INEER A « ZER KU E2BBREA L E
does not necessarily provide a reliable single measure of the fair value of ~ ZM—TR]SE 77k o

share options.
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Disclosure of Interests

Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures

As at 30 June 2013, the interests or short positions of the Directors and
chief executives of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (“SFO”))
which were notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests or short
positions which they were taken or deemed to have under such provisions
of the SFO), or which were recorded in the register required to be kept
by the Company under Section 352 of the SFO, or which were required,
pursuant to the Model Code for Securities Transactions by Directors
adopted by the Company (the “Model Code”) contained in the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”), to be notified to the Company and the Stock
Exchange, were as follows:

Interests in Share Options of the Company

The interests of the Directors’ rights to acquire shares of the Company are
set out in the above section headed “Share Options”.

Save as disclosed above, at no time during the six months ended 30 June
2013 was the Company or subsidiary a party to any arrangements which
enabled any Director to acquire benefits by means of the acquisition of
shares in or debentures of the Company or of any other body corporate.

Apart from the above, none of the Directors or chief executives of the
Company had, as at 30 June 2013, any interests or short positions in
the shares, underlying shares and debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the SFO)
which would 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
or short positions which they were taken or deemed to have under such
provisions of the SFO), or which were recorded in the register required to
be kept by the Company under Section 352 of the SFO, or which were
required to be notified to the Company and the Stock Exchange pursuant
to the Model Code.
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Interests and Short Positions of Shareholders

So far as is known to any Director or chief executive of the Company, as at
30 June 2013, shareholders (other than Directors or chief executives of the
Company) who had interests or short positions in the shares or underlying
shares of the Company which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO, or which
were recorded in the register required to be kept by the Company under

BERzEHERAXR

RARREMEETHERTRAEMA - R2013F
6A308 - MAR B Bt SRR A 1D T A IR IR E
7 NS RPISEXVED S22 M 39 BMESTUR M AR A Al
B AERARRRAEREE R KB GRDIF 33615
FEZELCMzEEIRR ZBRR(ARFESTLR
BITIRABRRINIT

Section 336 of the SFO were as follows:

Long Positions of Substantial Shareholders in the Shares of

the Company

FERFRAR R ZIE

Approximate

Number of percentage of
Name of shareholder Capacity shares held shareholding
BEREEEB 514 FiERGEE REBNBE DL
Midea Holding (Cayman Islands) Limited Beneficial owner 1,901,204,779 66.94%
(“Midea (Cayman Islands)”) (Note 1)
ENER(ASHS)BERAA(TEZEN(RSHS)])) BEmBEAA
(BHEE1)
Midea Investment Holding (BVI) Limited Interests of a controlled 1,901,204,779 66.94%
(“Midea Holding (BVI)”) (Note 2) corporation
EeERRBVVER DR ERZEREBVI)]) (HiFE2) REE R
Midea Group Co., Ltd. (“Midea”) (Note 3) Interests of controlled 1,965,702,779 69.21%
corporations
ENEERGERAT(EH]) (FIFES) SN g
Midea Holding Co., Ltd. (“Midea Holding”) Interests of controlled 1,965,702,779 69.21%
(formerly known as Foshan Shunde Midea corporations
Investment Holding Co., Ltd.) (Note 4)
EEOERAR AR ([ S=HER ) R EE R
(RITBERIL T IER R SRR B ARG BR A A)) (i FH4)
Mr. He Xiangjian (Note 5) Interests of controlled 1,965,702,779 69.21%
corporations
el = {5 4 (M95E5) RiEEE s
Ms. Liang Fengchai (Note 6) Interests of spouse 1,965,702,779 69.21%

RS A+ (Hi5E6)
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Notes:

These 1,901,204,779 shares of the Company were registered in the name of and

beneficially owned by Midea (Cayman Islands).

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

equity interest in Midea (Cayman Islands).

There were 64,498,000 shares of the Company registered in the name of and beneficially
owned by Midea International Corporation Company Limited (“Midea International”) which
is a company owned as to 100% by Midea. Midea Holding (BVI) is also a company owned
as to 100% by Midea. Accordingly, Midea was deemed to be interested in the aggregate
of 1,965,702,779 shares of the Company including 64,498,000 shares in which Midea
International was interested and 1,901,204,779 shares in which Midea Holding (BVI)
was deemed to be interested by virtue of its holding 100% equity interest in both Midea

International and Midea Holding (BVI).

The registered capital of Midea is owned as to 59.85% by Midea Holding. Accordingly,
Midea Holding was deemed to be interested in the aggregate number of 1,965,702,779
shares of the Company in which Midea was deemed to be interested by virtue of its

holding 59.85% equity interest in Midea.

The registered capital of Midea Holding is owned as to 94.55% by Mr. He Xiangjian.
Accordingly, Mr. He Xiangjian was deemed to be interested in the aggregate number
of 1,965,702,779 shares of the Company in which Midea Holding was deemed to be
interested by virtue of his holding 94.55% equity interest in Midea Holding.

Ms. Liang Fengchai is the spouse of Mr. He Xiangjian and is therefore deemed to be
interested in the aggregate number of 1,965,702,779 shares of the Company in which Mr.

He Xiangjian was deemed to be interested.

Save as disclosed above, as at 30 June 2013, the Company had not been

notified by any persons (other than Directors or chief executives of the

Company) who had interests or short positions in the shares or underlying

shares of the Company which would fall to be disclosed to the Company

under the provisions of Divisions 2 and 3 of Part XV of the SFO, or which

were recorded in the register required to be kept by the Company under
Section 336 of the SFO.

B -

1. 751,901,204, 779 RN R RIR D AEN (REHS) 28 E
BRIWHEERES -

2. EMBREVIESAEN(FHBES)100%RHENBRAR
%0(5 8BS A 101,001,204, 770K A FB P A
s -

3. ENBEBRERERAR(ENER DAEEZELTER
% 64,498,000 R A A AR - EMERBEN 2 EH
A EMERBVIAAENRERAHODA « FtL - EM
E#EAEREIR REMZRBVI) 100%RE MG AR E £
1,965,702, 779 AR R RIRM P B R - AR EEENE
RS 5 2 64,498,000% AR 15 K = EVIZIR(BVI) 1R 1R AR
1#25,21,901,204, 77983 f& 15
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Disclosure Pursuant to Rule 13.22 of the Listing
Rules

As at 30 June 2013, the aggregate amount of guarantees given for
the loan facilities granted to the associates by the Group amounted to
approximately HK$883,128,000 which exceeded 8% of the assets ratio
as defined in Rule 14.07(1) of the Listing Rules. As at 30 June 2013, bank
loans of approximately HK$667,838,000 being guaranteed by the Group
to associates have been drawn down. A pro-forma combined statement of
financial position of the associates, in which the Group has a 49% equity
interest, as at 30 June 2013 is presented below:

Rz EmRAE13.22(R 2 K E

201356 A30H » AREE Rl & A AR EHF
Bt ERE H K A 15883,128,0007T +
B ETARRIE14.07(N IR R E 2 EELLE8% ° i
20136 A30R  AEBAERZBENRIRITE
A 7S ¥E667,838,0007T B R EN © 2013476 A 30
H: AASERBONREZBE AR ZBEEEH
AR R ZHNT -

Pro-forma Group’s

combined attributable

statement of interest

financial position (49%)

BEEH AEBEGRER

B AR R & (49%)

HK$’000 HK$'000

AT BT

Non-current assets ERBEE 691,296 338,735
Current assets mENEE 1,346,032 659,556
Current liabilities MEEE (1,001,983) (490,972)
Non-current liabilities ERBBE (453,803) (222,363)
Net assets BEFE 581,542 284,956

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 2013.

Compliance with the Model Code

The Company has adopted the Model Code as set out in Appendix 10 to
the Listing Rules as the code of conduct of the Company for Directors’
securities transactions. Having made specific enquiry of the Directors, all
the Directors confirmed that they have complied with the Model Code
throughout the six months ended 30 June 2013.
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Corporate Governance

Save as disclosed below, the Company had complied with all the code
provisions of the Corporate Governance Code (the “CG Code”) as set out in
Appendix 14 to the Listing Rules throughout the six months ended 30 June
2013. In respect of code provision A.6.7 of the CG Code, an Independent
Non-executive Director was unable to attend the annual general meeting
and the extraordinary general meeting of the Company both held on 30
May 2013 due to other important business engagement.

Audit Committee

The Company established its Audit Committee on 5 August 1999 to
be responsible for reviewing the financial information of the Group and
overseeing the financial reporting system and internal control procedures
to ensure the integrity of the financial statements of the Group and the
effectiveness of internal control and risk management system of the Group.
A revised set of terms of reference of the Audit Committee in compliance
with the code provisions of the CG Code was adopted and approved
by the Board on 9 March 2012 and is available on the websites of the
Company and Hong Kong Exchanges and Clearing Limited (“HKEX”). The
Audit Committee comprises all three Independent Non-executive Directors,
namely, Mr. Tan Jinsong (Chairman of the Audit Committee), 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 2013 and agreed to the
accounting policies and practices adopted by the Group.

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 shall
be responsible for making recommendations to the Board on the policy
and structure for remuneration of the Directors and senior management
and on the establishment of a formal and transparent procedure for
developing remuneration policy. A revised set of terms of reference of the
Remuneration Committee in compliance with the code provisions of the
CG Code was adopted and approved by the Board on 9 March 2012 and
is available on the websites of the Company and HKEx. The Chairman and
majority member of the Remuneration Committee are Independent Non-
executive Directors. The Remuneration Committee comprises Ms. Chen
Chunhua (Chairman of the Remuneration Committee), Mr. Tan Jinsong, Mr.
Lam Ming Yung, Mr. Zhou Xiangyang and Mr. Jiang Deqing.
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Nomination Committee

The Company established its nomination committee (the “Nomination
Committee”) with written terms of reference on 9 March 2012 to be
responsible for reviewing the structure, size and composition of the
Board and making recommendation to the Board on appointment or re-
appointment of Directors. A set of terms of reference of the Nomination
Committee is available on the websites of the Company and HKEx. The
Nomination Committee comprises two Executive Directors, namely Mr.
Zhou Xiangyang (Chairman of the Nomination Committee) and Mr. Jiang
Deqing and all three Independent Non-executive Directors, namely, Mr. Tan
Jinsong, Mr. Lam Ming Yung and Ms. Chen Chunhua.

Updated Information on Directors Pursuant to
Rule 13.51B(1) of the Listing Rules

Save as otherwise set out below, there is no change in the information
of the Directors required to be disclosed pursuant to Rule 13.51B of the
Listing Rules since the Company’s last published annual report.

Ms. Chen Chunhua - Independent Non-executive Director

Ms. Chen Chunhua ceased to be an independent director of Shunde Rural
Commercial Bank Co., Ltd. in February 2013. She was appointed as a
co-chairman and chief executive officer of New Hope Liuhe Co., Ltd. (a
company listed on the Shenzhen Stock Exchange) since May 2013.

On behalf of the Board
Welling Holding Limited
Zhou Xiangyang
Chairman

Hong Kong, 9 August 2013
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