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CORPORATE PROFILE
NAEEHN

Having been developing its “SCUD FRZERR” brand since 1997 and
listed on the main board of The Stock Exchange of Hong Kong
Limited on 21 December 2006, SCUD Group Limited (“SCUD" or
the “Company”) and its subsidiaries (the “Group”) is one of the
leading manufacturers of lithium-ion battery modules in China. Since
its establishment, the Group has been focusing on the R&D and
application of lithium-ion battery, and supported by its self-developed
and self-designed power management system as well as advanced
technology in battery module packaging, the Group’s lithium-ion
battery products enjoy high safety and high reputation in the industry.
The Group accumulated rich industry expertise and experience
through the manufacture and sale of various lithium-battery products
to its customers under its own “SCUD FRERR" brand, and with the
opportunities for the growth in the PRC ODM mobile phone battery
market, the Group has been able to expand rapidly in the field
of ODM mobile phone battery manufacturing and sales, and has
established a solid industry position.

The core business of the Group is mainly the supply of quality lithium-
ion battery modules for original mobile telecommunication, mobile
digital and smart electronic products by entering into the supply
chain systems of well-known mobile technology products in the
PRC and abroad and its customers include Huawei, Xiaomi, OPPO,
Vivo, Lenovo, Samsung and ZTE. The high-quality customers of the
Group enjoy stable shares in the end market, coupled with the high-
speed growth of the smart end market in recent years, resulting in a
competitive edge for the Group.

The Group’s manufacturing industrial park located in Fuzhou with land
area of over 100,000 square metres is well-equipped with extensive
and advanced facilities. Accumulated with years of production and
management experiences, the industrial park has built up a refined
and modernised manufacturing system. The Group has strict quality
control system and environmental management system. It adopts
strict control throughout the production process including selection
of suppliers, raw materials procurement, and production and quality
control to provide customers with safe and reliable products, and
hence become one of the most important R&D and production bases
for lithium-ion battery products, mobile communication and digital
product accessories nationwide. Subsidiaries of SCUD have been
accredited with the ISO9000 International Quality Accreditation and
ISO14000 Environmental Management System Certification, and their
products have obtained well-recognised certifications from UL, FCC,
TUV, CE, CB, PSE and KC, making the Group’s product quality and
technology recognised by the industry.
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FOR THE YEAR ENDED 31 DECEMBER 2018
(RMB thousand except where otherwise stated)

FINANCIAL HIGHLIGHTS
MBERE

HZE2018F12A31HILEE
(BBEFEREIN  UARBTITIIR)

2018 2017
RMB’000 RMB'000 % Change
ARBTRE AR®TT EZ3HEHL

(+/-)
Turnover - 6,962,078 5,801,566 +20.0%
Profit for the year NG e A 96,084 19,881 +383.3%
Profit for the year attributable to KAREAA
owners of the Company FE(EARFEEH T 93,274 21,125 +341.5%
Earnings per share gRET
— Basic and diluted (RMB cents) —EAREE(ARES) 8.56 1.94 +341.2%
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REGISTERED OFFICE

Conyers Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN THE PRC

SCUD Industrial Park

Fuzhou Pilot Free Trade Zone
No. 98 Jiangbin East Avenue
Mawei District, Fuzhou
Fujian Province, PRC

PLACE OF BUSINESS IN HONG KONG

Room 1017, 10/F Leighton Centre
77 Leighton Road
Causeway Bay, Hong Kong

BOARD OF DIRECTORS

Executive Directors

Lian Xiu Qin (Chief Executive Officer) (appointed with effect from
27 September 2018)

Feng Ming Zhu

Fang Jin (Chairman) (resigned with effect from 27 September 2018)

Guo Quan Zeng (Chief Executive Officer) (resigned with effect from

27 September 2018)

Non-Executive Directors

Ho Chung Tai Raymond (Chairman) (appointed with effect from
27 September 2018)

Hou Li

Zhang Li (resigned with effect from 27 September 2018)

Independent Non-Executive Directors

Heng Ja Wei Victor

Lam Yau Yiu (appointed with effect from 27 September 2018)
Wong Chi Wing (appointed with effect from 27 September 2018)
Loke Yu (resigned with effect from 27 September 2018)

Wang Jing Zhong (resigned with effect from 27 September 2018)
Wang Jian Zhang (resigned with effect from 27 September 2018)
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COMPANY SECRETARY NEME

Yeung Mun Tai (FCCA, CPA) 5 mZ=(FCCA + CPA)

AUTHORISED REPRESENTATIVES ERERR

Feng Ming Zhu AR

Yeung Mun Tai N

LEGAL ADVISER EEERS

Reed Smith Richards Butler BEE (AR

20th Floor, Alexandra House BB

18 Chater Road, Central FIRIEITE 18R

Hong Kong [FE LK E2018

INDEPENDENT AUDITOR B A B ED

BDO Limited AR EERYTMEEAERA R

25th Floor, Wing On Centre B

111 Connaught Road, Central FEEER1115%

Hong Kong KL 0251

AUDIT COMMITTEE EREES

Heng Ja Wei Victor (Chairman, appointed with effect from

27 September 2018)
Lam Yau Yiu (appointed with effect from 27 September 2018)
Wong Chi Wing (appointed with effect from 27 September 2018)
Loke Yu (Chairman) (resigned with effect from 27 September 2018)
Wang Jing Zhong (resigned with effect from 27 September 2018)
Wang Jian Zhang (resigned with effect from 27 September 2018)

REMUNERATION COMMITTEE

Heng Ja Wei Victor (Chairman, appointed with effect from

27 September 2018)
Ho Chung Tai Raymond (appointed with effect from

27 September 2018)
Lam Yau Yiu (appointed with effect from 27 September 2018)
Wong Chi Wing (appointed with effect from 27 September 2018)
Loke Yu (Chairman) (resigned with effect from 27 September 2018)
Wang Jing Zhong (resigned with effect from 27 September 2018)
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NOMINATION COMMITTEE

Wong Chi Wing (Chairman) (appointed with effect from
27 September 2018)
Ho Chung Tai Raymond (appointed with effect from
27 September 2018)
Lam Yau Yiu (appointed with effect from 27 September 2018)
Heng Ja Wei Victor
Loke Yu (Chairman) (resigned with effect from 27 September 2018)
Fang Jin (resigned with effect from 27 September 2018)
Wang Jing Zhong (resigned with effect from 27 September 2018)

CORPORATE GOVERNANCE COMMITTEE

Lam Yau Yiu (Chairman) (appointed with effect from

27 September 2018)
Ho Chung Tai Raymond (appointed with effect from

27 September 2018)
Wong Chi Wing (appointed with effect from 27 September 2018)
Heng Ja Wei Victor (appointed with effect from 27 September 2018)
Feng Ming Zhu (appointed with effect from 27 September 2018)

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

SMP Partners (Cayman) Limited
Royal Bank House — 3rd Floor
24 Shedden Road

P.O. Box 1586

Grand Cayman KY1-1110
Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Tricor Investor Services Limited
Level 22, Hopewell Centre
183 Queen’s Road East

Hong Kong
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CHAIRMAN'S STATEMENT
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On behalf of the board (the “Board”) of directors (the “Directors”)
of SCUD Group Limited (“SCUD", the “Company” or, together with
its subsidiaries, the “Group”), | am pleased to present the annual
results of the Company for the full year from 1 January 2018 to 31
December 2018 (the “Review Period”).

Looking back to 2018, the Group focused on the manufacturing of
lithium-ion battery modules, which is mainly applied to smartphones
and power banks. The Group’s products also cover battery
management system and lithium-ion bare battery cells and other
fields. The Group’s core ODM business currently is mainly to supply
lithium-ion battery to smartphone brands such as Huawei, OPPO,
Vivo, Xiaomi, Lenovo, Samsung and ZTE. With the Group's further
enhancement of the breadth and depth of its cooperation with its
PRC customers, the Group’s position consolidated as a major supplier
of lithium-ion battery modules for PRC mobile phones and digital
products. During the Review Period, shipment of the Group’s ODM
mobile phone battery modules was approximately 188.5 million
pieces, representing an increase of approximately 15.4% as compared
with that in 2017.

During the Review Period, the Group devoted to improving its quality
control system to continuously improve its production efficiency and
technological level to ensure that all manufactured batteries meet high
safety standards. As for customers, the Group is constantly looking
for more partners to cooperate with, and the provision of quality
battery supply that meets the needs of existing ODM customers has
become the key factor for maintaining steady growth in the Group’s
ODM business. In respect of supply, in order to provide customers
with assured quality, the Group, through its careful selection of
supplier partners, ensured that it can provide its customers with high
quality and diversified battery cell options and make greater efforts to
become a corporation that satisfied the customers. As for production,
the Group continued to upgrade its automated production line to
ease the pressure of the consumer electronics manufacturing industry
on the operating costs in recent years. In addition, apart from product
safety, focusing on the environmental and social impact of production
and ensuring work safety are also the Group’s primary tasks. We
have always ensured production and operation are conducted in a
way in which we shoulder social responsibilities, and we will continue
to develop the business in a healthy way to provide high quality
products for customers while providing a safe and comfortable work
environment for our staff.
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In order to enhance the Group’s corporate governance, the Group
has established an internal risk management department to design
and implement a risk management system and assist the Board
in overseeing the implementation and effectiveness of the risk
management framework and process. The Group has made various
improvements that will help the Board in monitoring and supervision,
including the restructuring and optimisation of the Board, changes
in the composition of the Board committees and the establishment
of the Corporate Governance Committee to facilitate the Board'’s
monitoring and supervision of the Group’s corporate governance
practices. Apart from this, the management engaged a professional
adviser to assist the Group to improve its internal control system and
measures on regular view of various risk management. The Group’s
management is of the view that good corporate governance is very
important for the maintenance and enhancement of the confidence
of the Company’s shareholders, and is the key to the development
of the Group’s business and the safeguarding of the interests of the
Company’s shareholders. During the Review Period, the Group has
made significant changes to the management structure of its major
operating subsidiaries, adopted power decentralised operation, and
managed and recorded the data of major subsidiaries electronically
and centrally through the implementation of ERP system to improve
operational efficiency and strengthen the Group’s internal control
systems and financial reporting procedures to ensure the accuracy
of financial data. The Group also improved the quality of middle
and senior management and financial staff by providing training
to employees and management in terms of strategy, operation
management, budgeting, performance, national policies etc. The
Group will enhance the corporate value, transparency and sense of
responsibility through the implementation of rules and regulations,
strict enforcement of internal control, improvement of risk prevention
and management and prompt disclosure of data in a public and
comprehensive manner, so as to maintain good corporate governance.

Looking ahead, the Group will adjust its development strategies in
response to market movements and invest more resources in R&D and
production of lithium-ion battery products with high quality, so as
to further consolidate and raise the market status of the Group and
establish stronger presence of its brand. The Group will proactively pay
attention to the application of lithium-ion batteries in new industries
and new fields and grasp opportunities for access to the market. In
addition, the Group attaches great importance to the safety of using
batteries for electronic products. In the pursuit of high efficiency and
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endurance of battery, the Group will conduct more rigorous review
of the safety of its battery products to ensure that all manufactured
batteries meet high safety standards. Riding on high quality customer
resources, quality assurance and technology development capacity, the
Group commits to the provision of safe, portable and endurable green
energy products for customers and consumers.

On behalf of the Board and the management team, | would like to
take this opportunity to express my sincere gratitude to all staff,
directors, customers, suppliers, shareholders and institutions providing
professional services to the Group for all your support to the Group
throughout these challenging times.

Ho Chung Tai Raymond
Chairman
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INDUSTRY REVIEW

According to the information published by the market research firm
IDC, smartphones recorded global shipments of approximately 1.456
billion units in 2018, dropped by approximately 1% as compared
with 1.47 billion units in 2017. Huawei, OPPO and Vivo,
the top four vendors in the Chinese smartphone market account for

Xiaomi,

approximately 37.5% global market share, increased by approximately
13.2% as compared with approximately 24.3% in 2017. Due to
the weak demand in developed markets such as China, the United
States and Western Europe, which account for the majority of
global smartphone sales, and the lack of innovation and qualitative
improvement of new smartphones which has led to a prolonged user
upgrade, global smartphone market demand has declined slightly in
2018. Demand in some emerging markets is still growing, penetration
into those markets is expected to increase, and many smartphone
manufacturers are starting to enter into and expand sales in those
markets. The commercialisation of 5G technology is expected to drive
the next growth cycle in developed markets. According to IDC, global
smartphone shipments are expected to increase by 2.6% in 2019. In
the long run, global smartphone shipments is expected to reach 1.57
billion units in 2022.

The mobile phone industry is an important application area for
lithium-ion battery. Mobile phone iteration and higher battery
endurance requirements are the driving forces for the expansion of
the consumer lithium-ion battery market. With the increasing rise
in demands by consumers for mobile internet, mobile payment and
mobile games, mobile phone manufacturers are proactively rolling out
more high-end models with advanced features, and the demand for
lithium-ion batteries with higher quality and higher energy density is
increasing. Apart from this, laptops, tablets, smart wearable and smart
homes will also be the driving forces for the demand for lithium-ion
battery.
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BUSINESS REVIEW

The Group engages in the development, manufacture and sale of
lithium-ion batteries, providing all-rounded power supply solutions
for various consumer electronic products such as smartphones,
tablets, laptops, smart wearable, etc. The Group has industry leading
capacities for R&D of battery management system and battery
modules and strong automated production capabilities, which can
ensure good product quality and product safety. The Group maintains
sound partnerships with various renowned bare battery cell producers
in the PRC and abroad, thus enjoys high quality customer resources.
The Group is in an industry leading position among PRC professional
lithium-ion battery manufacturers in terms of technology, production
capacity and sales volume.

The current business of the Group comprises ODM business, own-
brand business and bare battery cell business. During the period
from 1 January 2018 to 31 December 2018 (the”Review Period”),
the Group’s consolidated turnover amounted to approximately
RMB6,962.1 million (2017: RMB5,801.6 million), increased by
approximately 20.0% compared with 2017. The profit for the year
attributable to owners of the Company was approximately RMB93.3
million (2017: RMB21.1 million). Basic and diluted earnings per share
was approximately RMB8.56 cents (2017: RMB1.94 cents). The ODM
business recorded a turnover of approximately RMB6,460.7 million
(2017: RMB4,883.1 million), accounting for approximately 92.8%
(2017: 84.2%) of the Group’s consolidated turnover. The own-brand
business recorded a turnover of approximately RMB63.2 million (2017:
RMB161.7 million), accounting for approximately 0.9% (2017: 2.8%)
of the Group’s consolidated turnover. The bare battery cell business
recorded a turnover of approximately RMB231.3 million (2017:
RMB248.2 million), accounting for approximately 3.3% (2017: 4.3%)
of the Group’s consolidated turnover.
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ODM Business

The Group’s ODM business mainly focuses on providing all-rounded
power supply solutions to renowned manufacturers of smartphones
and tablets in the PRC and abroad, including Huawei, Xiaomi, OPPO,
Vivo, Lenovo, Samsung and ZTE. The Group focuses on manufacturing
lithium-ion batteries and R&D on application technology over the
years. Our experienced ODM product development team is able to
develop, design and optimise battery solutions jointly with customers
that align with customer needs. With powerful manufacturing
capacity, reliable quality assurance system, premium bare battery
cells, state-of-the-art protection circuit design and precise production
process control, the Group has secured a leading position in the
industry. The Group attaches great importance to the safety of
batteries. In the pursuit of high efficiency and endurance of battery,
the Group ensures that all the batteries meet high safety standards.

The ODM business continued to grow in 2018. During the Review
Period, ODM mobile phone batteries recorded sales volume of
approximately 188.5 million pieces (2017: 163.3 million pieces) and
turnover of approximately RMB6,015.8 million (2017: RMB4,725.0
million), increased by approximately 15.4% and 27.3% year-on-
year respectively. In 2018, turnover of ODM mobile phone batteries
represented approximately 93.1% (2017: 96.8%) of turnover
of the ODM business. ODM power bank contributed turnover
of approximately RMB429.2 million (2017: RMB128.8 million),
represented approximately 6.6% (2017: 2.6%) of turnover of the
ODM business. During the Review Period, the ODM business recorded
net profit of approximately RMB143.3 million (2017: RMB48.5
million).

In recent years, the Group has invested more resources in its business,
such as the introduction of additional automated equipment, to
enhance productivity, further improve the quality management system
and continuously expand the production and operating scale. Looking
ahead, the ODM business fuelled by stable demands from the existing
and new customers is well positioned in the market.
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Own-brand Business

The own-brand business mainly consists of sale of various kind of lithium-
ion battery products in the PRC under our “SCUDIR=EER" brand. During
the Review Period, the own-brand business recorded consolidated
turnover of approximately RMB63.2 million (2017: RMB161.7 million),
representing a decrease of approximately 60.9% year-on-year. Own-
brand power banks recorded sales volume of approximately 0.5
million pieces (2017: 1.3 million pieces), representing a decrease
of approximately 63.5% year-on-year and contributing turnover
of approximately RMB27.8 million (2017: RMB80.2 million). Own-
brand mobile phone batteries recorded turnover of approximately
RMB13.2 million (2017: RMB20.0 million), representing a decrease of
approximately 34.2% year-on-year. During the Review Period, revenue
of approximately RMB14.9 million (2017: RMB41.7 million) was
derived from sales of power management module manufactured by
the Group, representing a decrease of approximately 64.4% year-on-
year. During the Review Period, the own-brand business recorded net
profit of approximately RMB1.1 million (2017: RMB3.2 million).

Bare Battery Cell Business

During the Review Period, bare battery cells business recorded
consolidated turnover of approximately RMB231.3 million (2017:
RMB248.2 million), representing a decrease of approximately 6.8%
year-on-year. During the Review Period, bare battery cell business
recorded net profit of approximately RMB14.7 million (2017: net loss
of approximately RMB3.4 million).

Business Prospects

The Group as a lithium-ion battery company will grasp the
development trend of the market, extending the application of
lithium-ion batteries from the current focus of smart electronic
products to other areas, which will lay a base for the Group’s future
growth.
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FINANCIAL REVIEW

During the Review Period, the Group recorded consolidated turnover
of approximately RMB6,962.1 million (2017: RMB5,801.6 million),
representing an increase by approximately 20.0% as compared to that
in 2017. Gross profit for the Group was approximately RMB559.7
million (2017: RMB409.3 million), representing an increase by
approximately 36.8% as compared to that in 2017. The profit for the
year and profit for the year attributable to owners of the Company
were approximately RMB96.1 million (2017: RMB19.9 million) and
approximately RMB93.3 million (2017: RMB21.1 million) respectively,
representing an increase by approximately 383.3% and 341.5% year-
on-year respectively. The Group recorded EBITDA of approximately
RMB161.0 million (2017: RMB68.3 million) for the year, representing
an increase by approximately 135.7% as compared to 2017. Basic and
diluted earnings per share was approximately RMB8.56 cents (2017:
RMB1.94 cents).

Turnover by segments

During the Review Period, turnover of approximately RMB6,460.7
million (2017: RMB4,883.1 million) was generated from the ODM
business segment, which accounted for approximately 92.8%
(2017: 84.2%) of the Group's consolidated turnover. Turnover
of approximately RMB63.2 million (2017: RMB161.7 million) was
generated from the own-brand business segment, which accounted
for approximately 0.9% (2017: 2.8%) of the Group’s consolidated
turnover. Turnover of approximately RMB231.3 million (2017:
RMB248.2 million) was contributed by the bare battery cell business
segment, which accounted for approximately 3.3% (2017: 4.3%) of
the Group's consolidated turnover.

Sales by major products

During the Review Period, sales of approximately RMB6,028.9
million (2017: RMB4,745.0 million) were generated from the sale of
mobile phone batteries, which accounted for approximately 86.6%
(2017: 81.8%) of the Group’s consolidated turnover. Sales of power
banks and power management modules amounted to approximately
RMB456.9 million (2017: RMB209.0 million) and RMB14.9 million (2017:
RMB41.7 million) respectively, which accounted for approximately 6.6%
(2017: 3.6%) and 0.2% (2017: 0.7%) of the Group’s consolidated
turnover respectively. Sales of approximately RMB231.3 million (2017:
RMB248.2 million) were generated from the sale of bare battery cells,
which accounted for approximately 3.3% (2017: 4.3%) of the Group's
consolidated turnover.
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Segment Results

For the ODM business segment, total turnover contributed to the
Group during the Review Period increased by approximately 32.3%
year-on-year to approximately RMB6,460.7 million (2017: RMB4,883.1
million). During the Review Period, the sales volume of ODM mobile
phone batteries increased by approximately 15.4% to approximately
188.5 million pieces (2017: 163.3 million pieces) and the turnover of
ODM mobile phone batteries increased by approximately 27.3% to
approximately RMB6,015.8 million (2017: RMB4,725.1 million), which
accounted for approximately 93.1% (2017: 96.8%) of the Group’s
ODM sales. Sales volume of ODM power banks was approximately 6.2
million pieces (2017: 1.8 million pieces). Sales of ODM power banks
amounted to approximately RMB429.2 million (2017: RMB128.8
million). Sales of ODM motive batteries contributed approximately
RMB5.9 million (2017: RMB14.6 million) to the Group’s consolidated
turnover. Sales of ODM power banks and ODM motive batteries
accounted for approximately 6.6% (2017: 2.6%) and 0.1% (2017:
0.3%) of the Group’'s ODM sales respectively. During the Review
Period, the ODM business recorded net profit of approximately
RMB143.3 million (2017: RMB48.5 million).

For the own-brand business segment, the total turnover contributed
to the Group during the Review Period decreased by approximately
60.9% year-on-year to approximately RMB63.2 million (2017:
RMB161.7 million). During the Review Period, sales volume of
own-brand power banks decreased by approximately 63.5% to
approximately 0.5 million pieces (2017: 1.3 million pieces). Sales of
own-brand power banks amounted to approximately RMB27.8 million
(2017: RMB80.2 million), which accounted for approximately 43.9%
(2017: 49.6%) of the Group’s own-brand sales. As for other own-
brand products, sales of power management modules and own-brand
mobile phone batteries accounted for approximately 23.5% (2017:
25.8%) and 20.8% (2017: 12.4%) of the Group’s own-brand sales
respectively, which contributed approximately RMB14.9 million (2017:
RMB41.7 million) and RMB13.2 million (2017: RMB20.0 million) to
the Group’s own-brand sales respectively. During the Review period,
the own-brand business recorded net profit of approximately RMB1.1
million (2017: RMB3.2 million).

For the bare battery cell business segment, total turnover contributed
to the Group during the Review Period decreased by approximately
6.8% year-on-year to approximately RMB231.3 million (2017:
RMB248.2 million). The bare battery cell business segment recorded
net profit of approximately RMB14.7 million in 2018 (2017: net loss
of approximately RMB3.4 million).
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Cost of Sales

The Group’s cost of sales amounted to approximately RMB6,402.4
million in 2018 (2017: RMB5,392.3 million), representing an increase
of approximately 18.7% as compared to 2017. The increase in cost of
sales in 2018 was in line with the increase in sales during the Review
Period. Direct materials, direct labour and other production costs
accounted for approximately 92.6% (2017: 90.3%), 5.4% (2017:
5.5%) and 2.0% (2017: 4.2%) of the cost of sales respectively.

Gross Profit and Gross Profit Margin

The overall gross profit margin of the Group in 2018 increased to
approximately 8.0% (2017: 7.1%) as a result of an increase in gross
profit margin for the ODM business segment during the Review
Period.

For the ODM business, the overall gross profit margin in 2018 was
approximately 8.0% (2017: 6.8%). For the own-brand business, the
overall gross profit margin in 2018 was approximately 10.0% (2017:
20.2%). For the bare battery cell business, the gross profit margin in
2018 was approximately 14.8% (2017: 8.5%).

Other revenue of approximately RMB85.3 million (2017: RMB115.9
million) in 2018 mainly comprised of bank interest income and
government grants. Other revenue decreased in 2018 as the other
revenue in 2017 included an amount of RMB75.9 million being
recognition of a reversal of impairment loss on trade and other
receivables.

Selling and distribution expenses of approximately RMB96.1 million
(2017: RMB86.2 million) accounted for approximately 1.4% (2017:
1.5%) of the Group’s consolidated turnover in 2018. The selling and
distribution expenses mainly comprised of entertainment expenses,
advertising and promotion, transportation expenses, office expenses
and staff salaries and welfare. The increase in selling and distribution
expenses was mainly attributable to the increase in staff salaries and
welfare and transportation expenses.

Administrative expenses of approximately RMB290.9 million (2017:
RMB289.2 million) accounted for approximately 4.2% (2017: 5.0%)
of the Group’s consolidated turnover in 2018. Administrative expenses
mainly comprised of R&D expenses, staff salaries and welfare,
staff training expenses, bank charges, legal and professional fees,
office supplies, depreciation and rental expenses. The increase in
administrative expenses was mainly attributable to the increase in
rental expenses, legal and professional fees and staff training expenses
during the Review Period.
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Other operating expenses of approximately RMB98.7 million (2017:
RMB84.8 million) mainly comprised of the impairment loss recognised
on inventories, property, plant and equipment and trade and other
receivables. The increase in other operating expenses was mainly due
to the increase in the impairment loss recognised on property, plant
and equipment in 2018.

Finance costs of approximately RMB54.1 million (2017: RMB44.6
million) mainly represent interest on bank borrowings. The increase in
finance costs was mainly due to the increase in interest incurred on
discounted notes receivable during the Review Period.

Profit Attributable to Owners of the Company

In 2018, the Group recorded profit attributable to owners of the
Company of approximately RMB93.3 million (2017: RMB21.1 million).
The increase in profit attributable to owners of the Company was
mainly due to the increase in sales revenue during the Review Period.

Treasury Management and Cash Funding

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

Liquidity and Financial Resources

Cash and cash equivalents held by the Group as at 31 December
2018 was approximately RMB182.5 million, principally denominated
in Renminbi, representing an increase by approximately RMB36.2
million year-on-year (at 31 December 2017: RMB146.3 million). The
increase in cash and cash equivalent was mainly due to the increase in
operating cash inflow during the Review Period. The Group recorded
a net cash inflow from operating activities of approximately RMB392.9
million for the year ended 31 December 2018 (2017: RMB132.5
million), representing an increase by RMB260.4 million as compared
to that in 2017.
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The Group’s borrowings, principally denominated in Renminbi,
which were outstanding as at 31 December 2018 amounted to
approximately RMB400.0 million (at 31 December 2017: RMB421.2
million). Bank borrowings amounting to approximately RMB40.0
million (at 31 December 2017: RMB144.1 million) and approximately
RMB360.0 million (at 31 December 2017: RMB277.1 million) were
carried at floating interest rate and fixed interest rate respectively. A
total of approximately RMB390.6 million (2017: RMB416.0 million)
of the interest-bearing borrowings will fall due during the 12 months
after the end of the Review Period. There was no particular seasonality
of the Group’s borrowing requirements. Please refer to Note 26 to the
consolidated financial statements for details on the maturity profile
of the Group’s borrowings. The Group monitored capital using a
gearing ratio, which is total debt of the Group divided by total equity
of the Group. Total debt to equity ratio of the Group expressed as
a percentage of interest bearing borrowings over the total equity of
approximately RMB1,025.4 million (at 31 December 2017: RMB937.4
million) was approximately 39.0% as at 31 December 2018 (at 31
December 2017: 44.9%). Bank deposits pledged for banking facilities
as at 31 December 2018 was approximately RMB978.0 million (at 31
December 2017: RMB645.4 million).

As at 31 December 2018, the Group’s current ratio was approximately
1.2 times (at 31 December 2017: 1.2 times) based on current
assets of approximately RMB4,487.7 million (at 31 December
2017: RMB3,451.9 million) and current liabilities of approximately
RMB3,892.0 million (at 31 December 2017: RMB2,968.9 million).
Trade receivable turnover days were approximately 98 days for the
year ended 31 December 2018 as compared to approximately 100
days for the year ended 31 December 2017. Inventory turnover days
were approximately 33 days for the year ended 31 December 2018 as
compared to approximately 35 days for the year ended 31 December
2017. Trade payable turnover days were approximately 72 days for
the year ended 31 December 2018 as compared to approximately 73
days for the year ended 31 December 2017.

Net Current Assets and Net Assets

The Group’s net current assets as at 31 December 2018 was
approximately RMB595.7 million, representing an increase by
approximately 23.3% from the balance of approximately RMB483.0
million recorded as at 31 December 2017. Net assets as at 31
December 2018 was approximately RMB1,025.4 million, representing
an increase by approximately 9.4% from the balance of approximately
RMB937.4 million as at 31 December 2017.
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Change in Ownership Interests in Subsidiaries

The Group made no significant investment or material acquisition or
disposal of subsidiaries during the Review Period.

Pledge of Assets

As at 31 December 2018, bank loans of approximately RMB247.2
million (at 31 December 2017: RMB279.3 million) were secured by
the Group's assets and bank loans of approximately RMB133.4 million
(2017: RMB131.0 million) were unsecured.

Commitments

The Group's capital commitments outstanding as at 31 December
2018 amounting to approximately RMB3.1 million (at 31 December
2017: RMB10.1 million) was mainly attributed to acquisition of
equipment.

Contingent Liabilities

As at 31 December 2018, the Group did not provide any form of
guarantee for any company outside the Group and was not involve
in any material legal proceedings for which provision for contingent
liabilities was required.

Capital Structure

During the Review Period, there had been no change in the share
capital of the Company.

Foreign Exchange Exposure

For the year 2018, the Group conducted its business transactions
principally in Renminbi. The Group has not experienced any material
difficulties or negative impacts on its operations as a result of
fluctuations in currency exchanges rates. Although the Group has certain
bank balances denominated in United States Dollars, Japanese Yen
and Hong Kong Dollars, their proportion to the Group’s total assets
is insignificant. The Directors considered that no hedging of exchange
risk is required and no financial instruments, currency borrowings or
other hedging instruments were used for hedging purposes during
2018. Nevertheless, the management will continue to monitor the
Group’s foreign exchange exposure and will take prudent measures
against currency exchange risks as and when it is appropriate.
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Significant Investment Held, Material Acquisition and
Disposal

There was no significant investment held during the Review Period,
and there was no material acquisition or disposal of any subsidiary,
associate or joint venture during the Review Period.

Future Plans for Material Investments or Capital Assets

The Group does not have any concrete plan for material investments
or capital assets for the coming year.

Employee and Remuneration Policies

As at 31 December 2018, the Group employed 3,394 full-time
employees (2017: 3,501). The salaries of the Directors and the
Group’s employees were determined by reference to the personal
performance, professional qualification and industry experience of
the employee and relevant market trends. The Group ensures all
levels of employees are paid competitively within market standard
and employees are rewarded on a performance-related basis within
the framework of the Group’s salary, incentives and bonus scheme.
The management reviews the remuneration policy of the Group
on a regular basis and evaluates the working performance of the
employees. The remuneration of the employees includes salaries,
allowances, year-end bonus and social insurance. According to the
relevant prevailing laws and regulations of the PRC, the Group has
participated in the social insurance plans set up by the relevant local
government authorities, including pension funds, medical insurance
(including maternity insurance), unemployment insurance and work-
related injury insurance. The Group has also participated in the
mandatory provident fund scheme for its Hong Kong employees in
accordance with the Mandatory Provident Fund Scheme Ordinance
(Chapter 485 of the Laws of Hong Kong). The Group has provided
comprehensive career development and training to its employees.
Training was conducted during working hours and according to the
training plans constructed in advance.

FULFILMENT OF ALL RESUMPTION
CONDITIONS AND RESUMPTION OF TRADING

Since all the resumption conditions imposed by the Stock Exchange on
the Company have been fulfilled, the Company made an application
to the Stock Exchange for the resumption of trading in the Shares on
the Stock Exchange and trading has resumed with effect from 9:00 a.m.
on Friday, 28 September 2018.
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EXECUTIVE DIRECTORS

Lian Xiu Qin, aged 47,
Executive Officer of the Group. She is primarily responsible for the

is an executive Director and the Chief

management of the Group’s daily operations. She joined the Group in
March 1998 and she has been the Deputy General Manager and the
Division Head of the first business division of Scud (Fujian) Electronics
Company Limited (“Scud Electronics”) since January 2016 and July
2016 respectively, responsible for managing the Group’s business with
its major customers, such as Huawei, Xiaomi, Lenovo, etc. Previously,
she held other key positions such as the Production Head and
Engineering Manager of Scud Electronics. Ms. Lian has over 20 years’
experience in engineering and manufacturing technologies. She was
awarded the honorary title “Second-term Outstanding Highly Skilled
Talent of Fuzhou” by the Human Resources and Social Security Bureau
of Fuzhou in May 2013. The polymer battery metal shell structure
registered by the State Intellectual Property Office of the PRC as a
patent in the name of Scud Electronics was invented by Ms. Lian and
two other staff of the Group. Publications by Ms. Lian on “Lithium
Battery Production Technologies” and “Electronic Products Assembly
Process” are used as teaching materials at the Fujian Scud Senior

Technician Training School.

Ms. Lian is a qualified senior technician specialising in the production
of battery cells. She graduated from the Shenyang University of
Technology in July 1995 specialising in Applied Electronics Technology
and an undergraduate qualification in Business English at the Fujian
Normal University in June 2009. Ms. Lian has completed professional
training on “Quantitative Methods in Process Improvement” (ISO
13053-1&2:2011) published by the International Organisation for
Standardisation and on cost control management. Ms. Lian is currently
studying a part-time Master’'s degree in Business Administration at the
Seton Hall University of the United States of America in the PRC. As at
31 December 2018, Ms. Lian did not have any interests in the shares
of the Company within the meaning of Part XV of the SFO.
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Feng Ming Zhu, aged 55, is an executive Director, a member of
the Corporate Governance Committee and the Vice President of the
Group. He is primarily responsible for the development of the Group’s
strategy, the management of the Group’'s daily operations and
monitoring the Group’s internal control procedures on a day-to-day
basis. He joined the Group in March 2007 and served as the Director
of Administration of the Group until October 2011. He then served
as the General Manager of SCUD SMT Business Unit before becoming
the Vice President of the Group in April 2013. Mr. Feng holds a
Bachelor’s degree in Engineering from the Anhui University of Finance
and Economics in the PRC. Mr. Feng is currently a Specialist of Fujian
JingXin Think Tank Industry Research. As at 31 December 2018, Mr.
Feng did not have any interests in the shares of the Company within
the meaning of Part XV of the SFO.

NON-EXECUTIVE DIRECTORS

Ho Chung Tai Raymond, SBS, MBE, S.B. St. J., JP, aged 80, is a non-
executive Director, the Chairman of the Company and a member of
the Remuneration Committee, Nomination Committee and Corporate
Governance Committee. He joined the Group on 27 September 2018.
Dr. Ho has over 50 years’ experience in civil, structural, environmental
and geotechnical engineering industries and has directly managed
a number of mega-sized engineering projects. Dr. Ho received his
degree of Doctor of Philosophy in Civil Engineering from the City
University of London in June 1971, an Honorary Doctor of Laws from
the University of Manchester in September 2001 and an Honorary
Doctor of Business Administration from the City University of Hong
Kong in November 1999. He graduated from the University of Hong
Kong in November 1963 with a Bachelor of Science in Engineering
and obtained his diploma for advanced studies in engineering and soil
mechanics from the University of Manchester in July 1964.
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Dr. Ho has served as an independent non-executive director of AP
Rentals Holdings Limited (stock code: 1496) since March 2016,
Chinlink International Holdings Limited (stock code: 997) since
December 2013, GCL-Poly Energy Holdings Limited (stock code:
3800) since September 2007, China State Construction International
Holdings Limited (stock code: 3311) since June 2005, and Deson
Development International Holdings Limited (stock code: 262) since
December 1994, the securities of which are listed on the Stock
Exchange. Dr. Ho is an advisor to The Hong Kong Independent Non-
Executive Director Association (the “HKIiNEDA"). Dr. Ho has also
served as a professional advisor to the Office of the Ombudsman of
Hong Kong since October 2015, a position in which he previously
served from July 1995 to March 2013, and as the Chairman of the
Guangdong Daya Bay Nuclear Plant and Ling Ao Nuclear Plant Safety
Consultative Committee since February 2005. As at 31 December
2018, Dr. Ho did not have any interests in the shares of the Company
within the meaning of Part XV of the SFO.

Hou Li, aged 60, is a non-executive Director. He joined the Group
on 25 August 2016. Mr. Hou is a senior partner of Dentons Law
Offices (Fuzhou). Mr. Hou holds a Bachelor of Law degree from the
East China University of Political Science and Law and an Executive
Master of Business Administration degree from the Xiamen University
in the PRC. He is a qualified lawyer in the PRC and has over 20 years’
experience in legal and corporate governance matters. Mr. Hou also
engages in several community services and had served as a member
of the Commission of Legislative Affairs of Fujian Province Committee
of the Chinese People’s Political Consultative Conference, a director
of the Fujian Province Joint-Stock Enterprises Association and the
Fujian Province Securities Association, an arbitrator of the Fuzhou
Arbitration Commission and the chairman of the Law Office of the
Fujian Committee of the Revolutionary Committee of The Chinese
Kuomintang. As at 31 December 2018, Mr. Hou did not have any
interests in the shares of the Company within the meaning of Part XV
of the SFO.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Heng Ja Wei Victor, aged 41, is an independent non-executive
Director, the Chairman of the Audit Committee and Remuneration
Committee and a member of the Nomination Committee and
Corporate Governance Committee. He joined the Group on
1 September 2016. Mr. Heng is a partner of Morison Heng, Certified
Public Accountants. Mr. Heng holds a Bachelor of Engineering degree
in Electronic Engineering from the University of Warwick in the
United Kingdom and a Master of Science degree in Computer Science
from the Imperial College of Science, Technology and Medicine of
the University of London. He is a member of, and holds a Certified
Public Accountant (Practising) certificate issued by, the Hong Kong
Institute of Certified Public Accountants and a fellow member of
the Association of Chartered Certified Accountants. Mr. Heng has
served as an independent non-executive director of CIMC-TianDa
Holdings Company Limited (stock code: 445) since March 2009, Best
Food Holding Company Limited (stock code: 1488) since May 2011,
Lee & Man Chemical Company Limited (stock code: 746) since June
2010 and Matrix Holdings Limited (stock code: 1005) since December
2012 and as the company secretary of China Life Insurance Company
Limited (stock code: 2628) since April 2013, the securities of which
are listed on the Stock Exchange. As at 31 December 2018, Mr. Heng
did not have any interests in the shares of the Company within the
meaning of Part XV of the SFO.

Lam Yau Yiu, alias Lam Yau Yiu Laurence, aged 55, is an
independent non-executive Director, the Chairman of the Corporate
Governance Committee and a member of the Audit Committee,
Remuneration Committee and Nomination Committee. He joined the
Group on 27 September 2018. Mr. Lam is a fellow member of the
Hong Kong Institute of Certified Public Accountants and a fellow
member of the Association of Chartered Certified Accountants. He
has about 29 years’ experience in auditing, accounting and corporate
management. Mr. Lam has served as the company secretary of V1
Group Limited (stock code: 82) since February 2019, the securities of
which are listed on the Stock Exchange. Mr. Lam was the financial
controller and the company secretary of Zhong An Real Estate Limited
(stock code: 672) from October 2008 to December 2016, and the
qualified accountant and the company secretary of Creative Energy
Solutions Holdings Limited (now known as Kirin Group Holdings
Limited, stock code: 8109) from December 2005 to June 2006, the
securities of which are listed on the Stock Exchange.
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Mr. Lam holds a Master’'s degree in Business Administration and a
Master of Science in Information Systems Management from the
Hong Kong University of Science and Technology and a Bachelor
of Accounting from the City University of Hong Kong. He was the
consultant to Chase Solar Limited from January 2018 to December
2018 and he was the chief financial officer and company secretary of
Million Cities Development Limited from January 2017 to July 2017.
As at 31 December 2018, Mr. Lam did not have any interests in the
shares of the Company within the meaning of Part XV of the SFO.

Wong Chi Wing, alias Wong Chi Wing Lawrence, aged 55, is an
independent non-executive Director, the Chairman of the Nomination
Committee and a member of the Audit Committee, Remuneration
Committee and Corporate Governance Committee. He joined the
Group on 27 September 2018. Dr. Wong is a fellow member of the
Hong Kong Institute of Certified Public Accountants. He is also a
new economy expert and data scientist with over 30 years’ working
experience in some of the world’s leading consulting firms, such
as Accenture, Deloitte and KPMG, and listed conglomerates such
as PCCW and Hutchison Telecom. He was a managing director of
Accenture Consulting in Greater China and has established, trained up
and managed a team of approximately 200 management consulting
professionals and data scientists serving the global market.

Dr. Wong is now the managing partner of Big Data Elite Asia Limited
and GCE Consulting Limited, which focus on providing advisory and
training services in relation to big data, digital transformation, FinTech
and strategic management. He is also an independent non-executive
director and the chairman of the internal audit committee of Autotoll
Limited, which is operating under the Stored Value Facilities licence
administrated by the Hong Kong Monetary Authority and is the only
service provider of electronic toll collection in Hong Kong.

Dr. Wong is the convenor of the New Economy Task Force and the
vice president of the HKINEDA. He also serves as a think-tank member
and executive committee member of Dashun Foundation focusing on
Belt & Road Initiatives.
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Dr. Wong holds a Doctorate degree in Business Administration and
two Master’s degrees (one in Business Administration and the other in
E-commerce) from the City University of Hong Kong. He also holds a
Bachelor’s degree in Statistics and Computer Science from the Chinese
University of Hong Kong. As at 31 December 2018, Dr. Wong did not
have any interests in the shares of the Company within the meaning
of Part XV of the SFO.

SENIOR MANAGEMENT

Yeung Mun Tai (FCCA, CPA), aged 42, is the Company Secretary
of the Company. He is the Chief Financial Officer of the Group and
is responsible for its overall financial and accounting affairs. He is a
member of the Association of Chartered Certified Accountants and a
member of the Hong Kong Institute of Certified Public Accountants.
Prior to joining the Group in September 2005, Mr. Yeung worked as
an auditor in an international accounting firm. He has more than 19
years’ experience in the accounting field. He holds a Bachelor’'s degree
in Business Administration and Accounting.

Jiang Zhi Cheng, aged 42, is the Human Resources Director of the
Group. Mr. Jiang is in charge of the human resources system of
the Group and has over 10 years’ experience in human resources
management and operation management. He is specialised in training,
career development, talent management, performance management,
leadership development and organisation development. Mr. Jiang
holds a Bachelor’s degree in Accounting from the Xiamen University
of the PRC, a Bachelor’'s degree in Business Administration from the
Central China Normal University of the PRC and a Master’s degree in
Executive Business Administration from the Northwest University of the
PRC. Mr. Jiang is an intermediate economist certificated by the Fujian
Provincial Bureau of Civil Servants and the Office of Human Resources
Development of the Fujian Province and a Senior Human Resources
Professional of the Ministry of Human Resources and Social Security
of the PRC. Mr. Jiang joined the Group in 2002 and successively
served as the Human Resources Supervisor and the Human Resources
Manager of the Group. In 2006, he was appointed as the Human
Resources Director of the Group.
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Zhou Xuan Xiang, aged 49, is the Materials Director of the Group.
Mr. Zhou is responsible for the layout and development of the
Group’s supply chain and the integration and management of the
Group’s materials system. He has nearly 20 years’ experience in
materials-related work and management. Mr. Zhou graduated from
the Department of Business Administration of the Chengdu University
of the PRC with a Bachelor's degree in Business Administration in
1992. Mr. Zhou joined the Group in 2004 and successively served as
the Supervisor and Deputy Manager of the Procurement Department.
In 2006, he was appointed as the Materials Director of the Group.
Before joining the Group, Mr. Zhou served as the director of the
Chengdu Office of the Sichuan Foguang Pharmaceutical Factory
and the person-in-charge of the materials division of Top Victory
Electronics (Fujian) Company Limited. Mr. Zhou has completed the
Material Requirement Planning (MRP) training, 1SO9000, 1SO14000,
the long-distance Master of Business Administration of the Peking
University, Carnegie Motivational Leadership training and Carnegie
Director of Administration training, and has extensive experience in

materials management.

Chen Yao Shu, aged 40, is the Information Management Director
of the Group. He is responsible for the planning and integration of
the Group’s internal information system and information resources
and has over 10 years’ experience in the field of information system
of the manufacturing industry. Mr. Chen graduated from the Hubei
Industry Technology Institute of the PRC with a Bachelor’'s degree
in Architectural Design in 2000 and from the Dalian University
of Technology of the PRC with a Bachelor’'s degree in Business
Administration in 2014. Mr. Chen joined the Group in 2002 and
successively served as the Network Supervisor, the Deputy Manager
and the Manager of the Information Management Department. In
2008, he was appointed as the Information Management Director
of the Group. A number of informatisation projects led by Mr. Chen
were selected as excellent cases by professional institutions. He was
awarded titles including National Excellent Information Director by
professional institutions in 2007, 2009 and 2014.
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Xue Chun Mu, aged 50, is the Risk Management Director of the
Group. He is responsible for designing the Group’s internal control and
risk management procedures and systems and guiding and supervising
their execution, including monitoring and supervising the effectiveness
of such procedures and systems and participating in the development
of risk counter-measures. Mr. Xue has over 10 years' experience in
internal control and risk management. He graduated from the Jimei
Finance and Economics College of the PRC with a Bachelor’'s degree
in Accounting Education in 1990 and the European University of
Ireland with a Master’s degree in Business Administration. Mr. Xue
is an accountant, International Certified Senior Public Accountant,
International Certified Management Accountant, Internal Control Risk
Manager, Senior International Finance Manager and Certified Senior
Enterprise Risk Manager. Mr. Xue first joined the Group in 2002 and
successively served as the Manager of the Management Accounting
Department and the Manager of the Investment Management
Department until 2004. He re-joined the Group in 2009 and served
as the Audit Director. In 2016, he was appointed as the Risk
Management Director of the Group.
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The board (the “Board”) of directors (the “Directors”) of SCUD Group
Limited (the
"Group”) presents its annual report and audited consolidated financial

“Company” and, together with its subsidiaries, the
statements for the financial year from 1 January 2018 to 31 December
2018 (“Review Period”).

The discussions in the “Chairman’s Statement”, “Management
Discussion and Analysis” and “Corporate Governance Report” sections
of this annual report form part of the discussions of this directors’
report.

A discussion on the Group’s environmental policies and performance
can be found in the “Environmental, Social and Governance Report”
to be published.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its major subsidiaries are set out in Note 34 to the
consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2018 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 78.

The Board has decided not to recommend any final dividend for the
year ended 31 December 2018 to preserve cash for the working
capital requirement of the business of the Group.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements during 2018 in the property, plant and
equipment of the Group are set out in Note 15 to the consolidated
financial statements.

SHARE CAPITAL

Details of the movements during 2018 in the share capital are set out
in Note 29 to the consolidated financial statements.

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company’s reserves available for distribution to shareholders as at
31 December 2018 comprised retained earnings, other reserves and
share premium of approximately RMB903.8 million (2017: RMB818.6
million).
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DIRECTORS AND SERVICE CONTRACTS

The Directors during the Review Period and up to the date of this
report were:

EXECUTIVE DIRECTORS:

Lian Xiu Qin (Chief Executive Officer)
(appointed with effect from 27 September 2018)
Feng Ming Zhu
Fang lJin (Chairman) (resigned with effect from 27 September 2018)
Guo Quan Zeng (Chief Executive Officer)
(resigned with effect from 27 September 2018)

NON-EXECUTIVE DIRECTORS:

Ho Chung Tai Raymond (Chairman)
(appointed with effect from 27 September 2018)
Hou Li
Zhang Li (resigned with effect from 27 September 2018)

INDEPENDENT NON-EXECUTIVE DIRECTORS:

Heng Ja Wei Victor

Lam Yau Yiu (appointed with effect from 27 September 2018)
Wong Chi Wing (appointed with effect from 27 September 2018)
Loke Yu (resigned with effect from 27 September 2018)

Wang Jing Zhong (resigned with effect from 27 September 2018)
Wang Jian Zhang (resigned with effect from 27 September 2018)

According to Article 87(1) of the articles of association of the
Company, at each annual general meeting one-third of the Directors
for the time being (or, if their number is not a multiple of three,
the number nearest to but not less than one-third) shall retire from
office by rotation provided that every Director shall be subject to
retirement at an annual general meeting at least once every three
years. According to Article 86(3) of the articles of association of the
Company, any Director appointed by the Directors either to fill a
casual vacancy on the Board or as an addition to the existing Board
shall hold office only until the next following annual general meeting
of the Company and shall then be eligible for re-election. Ms. Lian
Xiu Qin, Mr. Feng Ming Zhu, Dr. Ho Chung Tai Raymond. Mr. Hou
Li, Mr. Heng Ja Wei Victor, Mr. Lam Yau Yiu and Dr. Wong Chi Wing
will retire at the forthcoming annual general meeting of the Company
in accordance with Article 86(3) and Article 87(1) of the articles of
association of the Company. Ms. Lian Xiu Qin, Mr. Feng Ming Zhu,
Dr. Ho Chung Tai Raymond, Mr. Hou Li, Mr. Heng Ja Wei Victor, Mr.
Lam Yau Yiu and Dr. Wong Chi Wing, all being eligible, will offer
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themselves for re-election at the forthcoming annual general meeting
of the Company. There are no service contracts or appointment
letters of any of the Directors who are proposed for re-election at the
forthcoming annual general meeting which are not determinable by
the Group within one year without payment of compensation (other
than statutory compensation).

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN SHARES

As at 31 December 2018, none of the Directors or chief executives
of the Company had any interests or short positions in any shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) (“SFO") as recorded in the register required to be kept under
section 352 of the SFO or as notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

At no time during the Review Period or at the end of the Review
Period was the Company, or any of its holding companies, subsidiaries
or fellow subsidiaries, a party to any arrangements to enable the
Directors to acquire benefits by means of the acquisition of shares in,
or debentures of, the Company or any other body corporate.
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SUBSTANTIAL SHAREHOLDERS FERR

As at 31 December 2018, the following persons (other than the  F2018F12A31H * M AT (WIEA R EH
Directors or the chief executive of the Company) had interests or HETHAB)RARATZRHFABEIRG P EEIR
short positions in the shares and underlying shares of the Company as 1555 RIS &£ 33618 EFE 2 B0 MATaCE
recorded in the register required to be kept under section 336 of the  ZiEzSsiAR :

SFO:

Long positions (ordinary shares of HK$0.10 each in the issued FA(XAFAECRITRASREEI0ETZZE

share capital of the Company) B
Percentage of the
Number of issued issued share capital
ordinary shares/ of the Company as at
underlying 31 December 2018
shares held (Note 1)
7A2018F12A31H
Frts HAEXARE BT
Name of shareholder Capacity and nature of interest EBRITLER BREBDH
REREE SO RERENE HEROHE (FE1)
Swift Joy Holdings Limited (Note 2) Beneficial owner 403,770,000 37.04%
A ERBER AR (MEE2) BEnERA
Right Grand Holdings Limited (Note 2) Beneficial owner 110,568,000 10.14%
ERERBRAF(MIF2) EmfEE A
Fang Jin (Note 3) Interest in controlled corporations 532,338,000 48.84%
7 & (fFE3) SN
Note 1:  We have applied the number of shares of the Company in ~ MizE1 : AARIRFHEZBHLLE - HALXARATR
issue as at 31 December 2018, i.e. 1,090,001,246 shares, 20185 12A31H 2 2 &7 K fp 2 B (A
when calculating this percentage. 1,090,001,246/% %15 )5t & ©

Note 2:  Each of Swift Joy Holdings Limited and Right Grand  Mi&2 : MBHEBRARAAE R ERZEBARAFITR
Holdings Limited was a private company directly wholly- FEAEER2ERANILE QT -
owned by Mr. Fang Jin.

Note 3:  Among 532,338,000 shares, (i) 403,770,000 shares were P53 : 7532,338,000/% % {3 # - (i) 403,770,000

owned by Swift Joy Holdings Limited and 110,568,000 OB ARERERARAEES R
shares were owned by Right Grand Holdings Limited (see 110,568,000/% A% 5 F [E &5 IR A IR~ B
also Note 2 above) and (i) 18,000,000 shares were owned BNR B3I EE2) X (6i)18,000,000% A% 17
by Cheer View Holdings Limited, another private company AU SERERAR(S—HEAI®EEER
directly wholly-owned by Mr. Fang Jin. BEEEBBNAEARDES

Save as disclosed above, as at 31 December 2018, the Company had R LA E3ETRE SN - 72018128318 » KA R W &
not been notified by any persons (other than the Directors or the JERFMAT(WIERARFESTHZFSTHAE)R
chief executive of the Company) who had interests or short positions AN &% 5 skABBI IR 5 R BB IE 55 RS &
in the shares or underlying shares of the Company as recorded in the  fI&33615 R EFE 2 B MATECEE 2 HEZRSIA R -
register required to be kept under section 336 of the SFO.
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CORPORATE GOVERNANCE

Report on the corporate governance practice adopted by the Company
is set out on pages 45 to 71 of this annual report.

REMUNERATION OF THE DIRECTORS AND THE
FIVE HIGHEST PAID EMPLOYEES

For the year ended 31 December 2018, the total remuneration of the
Directors and the five highest paid employees are set out in Note 10
to the consolidated financial statements.

AUDIT COMMITTEE, NOMINATION COMMITTEE,
REMUNERATION COMMITTEE AND CORPORATE
GOVERNANCE COMMITTEE

The Company has established an audit committee (“Audit
Committee”), a nomination committee (“Nomination Committee”),
a remuneration committee (“Remuneration Committee”) and
a corporate governance committee (“Corporate Governance

Committee”).

AUDIT COMMITTEE

The purpose of the Audit Committee is to assist the Board in
considering how the Board should apply financial reporting principles
and for maintaining an appropriate relationship with the Company’s
independent auditor. As at 31 December 2018, the Audit Committee
consisted of three members who were Mr. Heng Ja Wei Victor
(Chairman), Mr. Lam Yau Yiu and Dr. Wong Chi Wing.

NOMINATION COMMITTEE

The purpose of the Nomination Committee is to identify, screen
and recommend to the Board appropriate candidates to serve as
Directors, to oversee the process for evaluating the performance of
the Board and to develop, recommend to the Board and monitor
nomination guidelines for the Company. As at 31 December 2018,
the Nomination Committee consisted of four members who were Dr.
Wong Chi Wing (Chairman), Dr. Ho Chung Tai Raymond, Mr. Lam
Yau Yiu and Mr. Heng Ja Wei Victor.
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REMUNERATION COMMITTEE

The purpose of the Remuneration Committee is to assist the Board
in determining the policy and structure for the remuneration of
executive Directors, evaluating the performance of executive Directors,
reviewing incentive schemes and Directors’ service contracts and fixing
the remuneration packages for all Directors and senior management.
As at 31 December 2018, the Remuneration Committee consisted of
four members who were Mr. Heng Ja Wei Victor (Chairman), Dr. Ho
Chung Tai Raymond, Mr. Lam Yau Yiu and Dr. Wong Chi Wing.

CORPORATE GOVERNANCE COMMITTEE

The purpose of the Corporate Governance Committee is to assist the
Board in considering how the Board should apply risk management
and internal control principles, performing the corporate governance
duties and ensuring the Company’s compliance with the Corporate
Governance code as set out in Appendix 14 to the Listing Rules. As at
31 December 2018, the Corporate Governance Committee comprised
three independent non-executive Directors namely Mr. Lam Yau Yiu
(chairman), Dr. Wong Chi Wing and Mr. Heng Ja Wei Victor, one
non-executive Director namely Dr. Ho Chung Tai Raymond and one
existing executive Director namely Mr. Feng Ming Zhu.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the articles of
association of the Company or the laws of the Cayman Islands, which
would oblige the Company to offer new shares on a pro-rata basis to
its existing shareholders.

MAJOR CUSTOMERS AND SUPPLIERS

Sales to the top five customers and the largest customer of the
Group represented approximately 76% and approximately 42% of
the Group’s total sales revenue of the Review Period, respectively.
Purchase from the top five suppliers and the largest supplier of the
Group represented approximately 64% and approximately 44% of the
Group's total purchases of the Review Period, respectively.

At no time during the Review Period did a Director, a close associate
of a Director or a shareholder of the Company (which, to the
knowledge of the Directors, owns more than 5% of the number
of issued shares of the Company) has any interest in the top five
customers or suppliers of the Group.
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PERMITTED INDEMNITY PROVISION

Pursuant to article 167 of the articles of association of the Company,
every Director shall be indemnified and secured harmless out of the
assets and profits of the Company from and against all actions, costs,
charges, losses, damages and expenses which he/she shall or may
incur or sustain by or by reason of any act done, concurred in or
omitted in or about the execution of his/her duties in his/her offices
or trusts provided that this indemnity shall not extend to any matter
in respect of any fraud or dishonesty which may attach to the relevant
Director. Such permitted indemnity provision was in force during the
Review Period and remained in force as at the date of this report.

CONTINUING CONNECTED TRANSACTIONS

During the Review Period, the Group had the following continuing
connected transactions, certain details of which are set out below
in compliance with the requirements of Chapter 14A of the Listing
Rules.

The Company has complied with the disclosure requirements in
relation to such transactions in accordance with Chapter 14A of the
Listing Rules.

The name of, and the relationship with, the parties connected with
the Company are as follows:

Name Relationship
=18 Bi&

Fang Jin ("Mr. Fang”)
2 ([HEED

Company
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EARRNRBBENALTHRERABERBENAT

Director (resigned with effect from 27 September 2018) and controlling shareholder of the

AATEE(A20185F9 H27 B L) s AR AL IR

Scud Electronics

Scud (Fujian) Electronics Co., Ltd., an indirectly wholly-owned subsidiary of the Company

REREF RER(BR)EFERRAR - ARFRZHEZENB AR
Scud Stock Scud Stock (Fujian) Co., Ltd., a company in which Mr. Fang held 67% (and 70% with
REBRRSD effect from 30 August 2018) shareholding interest

BERERBROERRAR » HEABEEE67% (M E201848 A30HEIEAT70% ) IxiE

Scud Battery
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(A) Lease agreements with Scud Stock (2017-2019)

On 30 December 2016, Scud Electronics (as lessee) and Scud
Stock (as lessor) entered into a lease agreement (the “First Lease
(2017-2019) Agreement”) to renew the lease of certain premises
owned by Scud Stock.

Under the First Lease (2017-2019) Agreement, Scud Stock
agreed to lease to Scud Electronics the premises (the “First (2017-
2019) Premises”) located at land lot numbers 39-2 and 44-2,
Kuai An Extension Area, Mawei District, Fuzhou, Fujian Province,
PRC comprising (i) 4 blocks of factories with a construction
area of approximately 40,627.68 square metres, rental area of
approximately 31,155 square metres; (i) 1 office building with
a construction area of approximately 13,268.80 square metres,
rental area of approximately 7,826 square metres; (iii) 1 staff
dormitory with construction area of approximately 25,973.92
square metres with a total of 435 dormitory rooms, rental area
of approximately 19,704 square metres with a total of 330
dormitory rooms; and (iv) 1 warehouse building with construction
area and rental area of approximately 11,250 square metres. The
First (2017-2019) Premises were leased for use as factory, office
for administration use for the Group, staff dormitory for the
employees of the Group and warehouse for storage of stocks.

For the factories, office building and staff dormitory, the term of
lease is from 1 January 2017 to 31 December 2019, and for the
warehouse building, the term of lease is from 1 July 2017 to 31
December 2019. Under the First Lease (2017-2019) Agreement,
the annual rental for the year ended 31 December 2017 and
31 December 2018 were RMB13,245,120 and RMB14,325,120
respectively, and the annual rental for the year ending 31
December 2019 is RMB14,325,120. The rentals are payable in
cash on a monthly basis.

On 30 December 2016, Scud Battery (as lessee) and Scud Stock
(as lessor) entered into a lease agreement (the “Second Lease
(2017-2019) Agreement”) to renew the lease of certain premises
owned by Scud Stock.
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Under the Second Lease (2017-2019) Agreement, Scud Stock
agreed to lease to Scud Battery the premises (the “Second
(2017-2019) Premises”) located at land lot numbers 39-2
and 44-2, Kuai An Extension Area, Mawei District, Fuzhou,
Fujian Province, PRC comprising (i) 4 blocks of factories with a
construction area of approximately 40,627.68 square metres,
rental area of approximately 9,472 square metres; (ii) 1 office
building with a construction area of approximately 13,268.80
square metres, rental area of approximately 5,443 square metres;
and (iii) 1 staff dormitory with construction area of approximately
25,973.92 square metres with a total of 435 dormitory rooms,
rental area of approximately 6,270 square metres with a total of
105 dormitory rooms. The Second (2017 — 2019) Premises were
leased for use as factory, office for administration use for the
Group and staff dormitory for the employees of the Group.

The term of lease is from 1 January 2017 to 31 December
2019. The annual rental under the Second Lease (2017-2019)
Agreement is RMB4,786,104. The rentals are payable in cash on
a monthly basis.

Further details of the First Lease (2017-2019) Agreement and
the Second Lease (2017-2019) Agreement are set out in the
Company’s announcement dated 30 December 2016.

As at 30 December 2016, Scud Stock was owned as to 67%
by Mr. Fang, who was a Director and a controlling shareholder
of the Company. With effect from 30 August 2018, Scud Stock
has been owned as to 70% by Mr. Fang. Mr. Fang resigned
as a Director with effect from 27 September 2018. Mr. Fang
remains a controlling shareholder of the Company. Scud Stock
is an associate of Mr. Fang and thus a connected person of
the Company under the Listing Rules. Therefore, the above
transactions constituted continuing connected transactions of the
Company.
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The details on annual caps for the aggregate rental payable by
Scud Electronics and Scud Battery to Scud Stock under the First
Lease (2017-2019) Agreement and the Second Lease (2017-2019)
Agreement are as follows:

REBREFERERBEOLREE —HHEE
(20175 E2019F ) B L E _HHEE(20174
ZF2019% ) EERAIRERKR O X NHE L5
ZEEEROFBET

RMB

AR

Annual cap for the year ended 31 December 2017 HE2017F12A31BLEFEZFE LR 18,031,224
Annual cap for the year ended 31 December 2018 HZE2018F12A31BHILFEZFE LR 19,111,224
Annual cap for the year ending 31 December 2019 HE2019F12A31BLEFEZFE LR 19,111,224

The actual rental amounts paid for the above continuing
connected transactions for the year ended 31 December
2018 was RMB18,031,224. Under the First Lease (2017-2019)
Agreement, it was intended that Scud Stock would lease a
warehouse building to Scud Electronics starting from 1 July 2017.
As the construction of the warehouse building required more
time than originally anticipated, Scud Stock was unable to make
available the warehouse building for use by Scud Electronics
during the period from 1 July 2017 to 31 December 2017 and 1
January 2018 to 30 June 2018. Accordingly, the relevant rent of
RMB1,080,000 and RMB1,080,000 was not required to be paid
by Scud Electronics during the year ended 31 December 2017
and 2018, respectively.

The independent non-executive Directors have reviewed the
continuing connected transactions set out above and have
confirmed that, during the year ended 31 December 2018, such
transactions have been entered into:

(1) in the ordinary and usual course of business of the Group;

(2) on normal commercial terms or better to the Group than
terms available to or from independent third parties; and

(3) according to the relevant agreements governing such
transactions on terms that are fair and reasonable and
in the interests of the shareholders of the Company as a
whole.
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The independent auditor of the Company has also confirmed
that in relation to the above continuing connected transactions:

(1) nothing has come to its attention that causes it to believe
that such transactions have not been approved by the
Board;

(2) nothing has come to its attention that causes it to believe
that such transactions were not entered into, in all material
respects, in accordance with the relevant agreements
governing such transactions; and

(3) with respect to the aggregate amount of such transactions,
nothing has come to its attention that causes it to believe
that such transactions have exceeded the relevant annual
cap as set by the Company.

Lease agreement with Scud Stock (2019)

On 31 December 2018, Scud Battery (as lessor) entered into a
lease agreement with Scud Stock (as lessee) pursuant to which
Scud Battery agreed to lease certain premises owned by Scud
Battery (the “Scud Battery Premises”) to Scud Stock for the
period commencing from 1 January 2019 and ending on 31
December 2019 (the “Lease Agreement (2019)").

Under the Lease Agreement (2019), Scud Battery agreed to lease
to Scud Stock the Scud Battery Premises located at No. 135,
Rujiangdong Road, Mawei District, Fuzhou, Fujian Province, PRC
comprising (i) 1 factory building with construction area and rental
area of approximately 26,665 square metres and (i) 1 warehouse
building with construction area and rental area of approximately
8,450 square metres. The Scud Battery Premises were leased for use
as manufacturing facility.

The term of lease is from 1 January 2019 to 31 December
2019. The annual rental under the Lease Agreement (2019) is
RMB5,618,400. The rentals are payable in cash on a monthly
basis.

Further details of the Lease Agreement (2019) are set out in the
Company’s announcement dated 31 December 2018.
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As at 31 December 2018, Scud Stock was owned as to 70% by Mr.
Fang, the controlling shareholder of the Company. Scud Stock is
therefore a connected person of the Company under the Listing Rules.
Accordingly, the lease under the Lease Agreement (2019) constitutes
a continuing connected transaction of the Company.

The annual cap for the aggregate rental payable by Scud Stock to
Scud Battery under the Lease Agreement (2019) for the year ending
31 December 2019 is RMB5,618,400.

The rentals are payable commencing 1 January 2019 as the term of
lease is from 1 January 2019. Accordingly, no rental amount was paid
by Scud Stock to Scud Battery under the Lease Agreement (2019)
during the year ended 31 December 2018.

Further details of the transactions and relationships of the connected
parties are also set out in Note 35 to the consolidated financial
statements.

RELATED PARTY TRANSACTIONS

During the Review Period, the Group entered into certain transactions
with parties regarded as “related parties” under the applicable
accounting principles. Details of the related party transactions are set
out in Note 35 to the consolidated financial statements. The related
party transactions which are also non-exempted continuing connected
transactions under Chapter 14A of the Listing Rules are disclosed in
the section headed “Continuing Connected Transactions” above.

CONTRACTS WITH CONTROLLING SHAREHOLDER

Save as disclosed in the section headed “Continuing Connected
Transactions” above and in Note 35 to the consolidated financial
statements, no other contracts of significance between the Company
or any of its subsidiaries and a controlling shareholder or any of its
subsidiaries and no other contracts of significance for the provision
of services to the Company or any of its subsidiaries by a controlling
shareholder or any of its subsidiaries were entered into or existed
during the Review Period.
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DIRECTORS' INTERESTS IN COMPETING BUSINESS

None of the Directors were interested in any business apart from the
business of the Group, which competed or was likely to compete,
either directly or indirectly, with the business of the Group during the
Review Period and up to the date of this annual report.

DIRECTORS' MATERIAL INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Save for the transactions referred to in the section headed “Continuing
Connected Transactions” above and in Note 35 to the consolidated
financial statements, no Director or entity connected with a Director
(within the meaning of section 486 of the Companies Ordinance
(Chapter 622 of the Laws of Hong Kong)) had any direct or indirect
material interests in any transaction, arrangement or contract of
significance to which the Company, its subsidiaries, its holding
company or its fellow subsidiaries was a party entered into during, or
subsisting during or at the end of, the Review Period.

PENSION SCHEME

The Company participates in a mandatory provident fund scheme,
which is registered under the Hong Kong Mandatory Provident Fund
Schemes Ordinance (the “MPF Ordinance”), for all its employees in
Hong Kong. The scheme is a defined contribution scheme and is
funded by contributions from employer and employees in accordance
with the provisions of the MPF Ordinance. No forfeited contributions
(by employers on behalf of employees who leave the scheme prior to
vesting fully in such contributions) may be used by the employer to
reduce the existing level of contributions.

Furthermore, the employees of the Group in the PRC are members
of state-managed defined contribution retirement benefits schemes
operated by the local governments. The employers and the employees
are obliged to make contributions at a certain percentage of the
payroll under the rules of the schemes.

Details of the pension scheme contributions of the Group for the year

ended 31 December 2018 are set out in Note 4(q) to the consolidated
financial statements.
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MANAGEMENT CONTRACT

No contract concerning the management or administration of the
whole or any substantial part of the business of the Group was
entered into or existed during the Review Period.

RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS
AND SUPPLIERS

The Group values its employees and provides competitive
remuneration package to attract and motivate its employees. The
Group regularly reviews the remuneration package of its employees
and makes necessary adjustments to conform to market standard. The
Group also provides regular training to its employees for their career
development.

The Group values the views and opinions of its customers and
regularly communicates with them in order to obtain feedback and
opinions and understand their business needs and demands.

The Group has developed long-term and good relationships with
its suppliers. The relevant departments of the Group work closely
together to ensure that the procurement process is conducted in an
open, fair and just manner.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

To the best knowledge of the Directors, save as otherwise disclosed
in this annual report, during the Review Period, there was no material
non-compliance with applicable laws and regulations by the Group
which had a significant impact on the business and operations of the
Group.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the Review
Period.

ANNUAL CONFIRMATION OF INDEPENDENCE

The Company has received from each independent non-executive
Director an annual confirmation of his independence pursuant to
rule 3.13 of the Listing Rules, and the Company considers such
independent non-executive Directors to be independent.
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SUFFICIENT PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, as at the latest practicable date
prior to the issue of this annual report, the Company has maintained
sufficient public float as required under the Listing Rules.

On behalf of the Board

HO CHUNG TAI RAYMOND
Chairman

29 March 2019
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CORPORATE GOVERNANCE PRACTICE

SCUD Group Limited (the “Company”) together with its subsidiaries
(the “Group”) are committed to maintaining and ensuring a high
level of corporate governance standards and continuously reviews
and improves the Group’s corporate governance and internal controls
practices. Save as otherwise specified, set out below are the principles
of corporate governance as adopted by the Company during the
financial year from 1 January 2018 to 31 December 2018 (the “Review
Period”). The Company has adopted the code provisions set out in
the Corporate Governance Code (the “Corporate Governance Code")
in Appendix 14 of The Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (“Listing Rules”). Save
as disclosed in the section headed “Compliance with the Corporate
Governance Code of the Listing Rules” below, the Company complied
with all the applicable code provisions of the Corporate Governance
Code during the Review Period.

ROLES OF CHAIRMAN AND CHIEF EXECUTIVE
OFFICER (“CEQ")

Prior to their resignations with effect from 27 September 2018, Mr.
Fang Jin served as the Chairman (the “Chairman”) of the board (the
“Board”) of directors (the “Directors”) of the Company and was
responsible for leading the Board in establishing and monitoring
the implementation of strategies and plans to create values for
shareholders of the Company (the “Shareholders”), whilst Mr. Guo
Quan Zeng served as the Chief Executive Officer of the Company
(the “CEO") and was responsible for managing the overall business
operations of the Group, proposing strategies to the Board and
monitoring the effective implementation of the strategies and policies
adopted by the Board.

Dr. Ho Chung Tai Raymond and Ms. Lian Xiu Qin were appointed as
the Chairman and the CEO respectively with effect from 27 September
2018. Dr. Ho Chung Tai Raymond is responsible for leading the Board
in protecting the Shareholders’ interests as a whole and for overseeing
the Group, whilst Ms. Lian Xiu Qin is responsible for managing the
overall business operations of the Group, proposing strategies to the
Board and monitoring the effective implementation of the strategies
and policies adopted by the Board.
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Save for their business relationships as a result of their respective
directorships and positions in the Group and shareholding interests in
the Company and Scud Stock (Fujian) Co., Ltd., there are no financial,
business, family or other material or relevant relationships between
Mr. Fang Jin and Mr. Guo Quan Zeng. Save for their business
relationships as a result of their respective directorships and positions
in the Group, there are no financial, business, family or other material
or relevant relationships between Dr. Ho Chung Tai Raymond and Ms.
Lian Xiu Qin.

THE BOARD

As of 31 December 2018, there were seven members on the
Board, which comprised of two executive Directors, two non-
executive Directors (“NEDs”) and three independent non-executive
Directors (“INEDs"”), whose names are shown in the table on page
57. The INEDs are considered by the Board to be independent of
the management and free of any relationship that could materially
interfere with the exercise of their independent judgments. The Board
considered that each of the INEDs brings his own relevant expertise
to the Board and its deliberations. The term of appointment of Mr.
Lam Yau Yiu and Dr. Wong Chi Wing, two of the INEDs, commenced
on 27 September 2018 and will end on the earlier of 26 September
2020 and the date of the annual general meeting to be held by the
Company in 2020. The term of appointment of Mr. Heng Ja Wei
Victor, another INED, commenced on 1 September 2018 and will end
on the earlier of 31 August 2020 and the date of the annual general
meeting to be held by the Company in 2020. All appointment letters
of the INEDs can be terminated by the Company or the INED giving
at least 3 months’ prior written notice. Each of the INEDs confirmed
their respective independence to the Group. The term of appointment
of Dr. Ho Chung Tai Raymond, a NED, commenced on 27 September
2018 and will end on the earlier of 26 September 2020 and the date
of the annual general meeting to be held by the Company in 2020.
The term of appointment of Mr. Hou Li, another NED, commenced on
25 August 2018 and will end on the earlier of 24 August 2020 and
the date of the annual general meeting to be held by the Company
in 2020. All appointment letters of the NEDs can be terminated by
the Company or the NED giving at least 3 months’ prior written
notice. Save for the Directors’ business relationships as a result of
their respective directorships and positions in the Group, save that Mr.
Heng Ja Wei Victor is a nephew-in-law of Dr. Loke Yu who resigned
with effect from 27 September 2018 and save as disclosed in this
annual report, there are no financial, business, family or other material
or relevant relationships among members of the Board and they are
independent from each other.
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The Board met regularly during the Review Period on an ad hoc
basis as required by business needs. The Board’s primary purpose
is to set and review the overall strategic development of the Group
and to oversee the achievement of its business plans to enhance
Shareholders’ value as a whole. Daily operational decisions are
delegated to the executive Directors and the senior management.
Such Board meetings involved the active participation, either in person
or through other electronic means of communication, of the Directors.
During the Review Period, the Board met 11 times and the Directors’
attendance record is shown in the table on page 57. In advance of
the Board meetings, appropriate notices, meeting agenda and other
relevant information were given to all Directors. All Directors were
consulted to include additional matters (if any) in the agenda for
Board meetings. Draft and final versions of the Board meeting minutes
were sent to all Directors for their comment and record respectively.
The original minutes of Board meetings are kept by the company
secretary of the Company and such minutes are open for inspection
at any reasonable time on reasonable prior notice by any Director. The
Company has put in place appropriate insurance cover in respect of
Directors’ liability.

The Company’s overall management is vested in its Board, which
accepts that it is ultimately accountable and responsible for the
performance and affairs of the Group. The Board’s role is to provide
entrepreneurial leadership, set the Company’s strategic aims and the
Company’s values and standards, and to ensure that its obligations
to its stakeholders and others are understood and met. To facilitate
the operations, the Board has established a schedule of matters
reserved for its approval. The specific responsibilities reserved for the
Board include (1) setting the Group's strategies and dividend policy;
(2) reviewing operational and financial performance; (3) approving
major investments and divestments; (4) reviewing risk management
and internal control system of the Group; (5) ensuring appropriate
management development and succession plans are in place; (6)
approving appointments of Directors and other senior executives; (7)
approving corporate social responsibility policies; (8) ensuring effective
communication with Shareholders and (9) other significant operational
and financial matters. The day-to-day management, administration
and operation of the Group are delegated to the management.
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DIRECTORS’ TRAINING AND PROFESSIONAL
DEVELOPMENT

Every Director keeps abreast of responsibilities as a director of the
Company and of the conduct, business activities and development
of the Company. Directors are continually provided with updates to
regulatory and governance developments. The Company provides
all members of the Board with monthly updates on the Company’s
performance, position and prospects. Directors are encouraged to
participate in continuous professional development courses and
seminars to develop and refresh their knowledge and skills, including
updates to laws and regulations applicable to the Company and its
Directors as well as any amendments thereto. During the Review
Period, the Company arranged directors’ training session for the
Directors and also provided regular updates to the Directors on
material changes to regulatory requirements applicable to the
Directors and the Company and on the latest business development of
the Group on a timely basis. The Directors confirmed that they have
complied with code provision A.6.5 of the Corporate Governance
Code in relation to continuous professional development. During
the Review Period, Ms. Lian Xiu Qin, Mr. Feng Ming Zhu, Mr. Fang
Jin, Mr. Guo Quan Zeng, Dr. Ho Chung Tai Raymond, Mr. Hou Li,
Mr. Zhang Li, Mr. Heng Ja Wei Victor, Mr. Lam Yau Yiu, Dr. Wong
Chi Wing, Dr. Loke Yu, Mr. Wang Jing Zhong and Mr. Wang Jian
Zhang (during their respective term of office as Directors) participated
in continuous professional development by attending seminars, in-
house briefing and reading materials to develop and refresh their
knowledge and skills in areas related to their roles, functions and
duties of Directors such as corporate governance and regulatory
updates. In addition, during the Review Period, all of the current
Directors, namely Ms. Lian Xiu Qin, Mr. Feng Ming Zhu, Dr. Ho Chung
Tai Raymond, Mr. Hou Li, Mr. Heng Ja Wei Victor, Mr. Lam Yau Yiu
and Dr. Wong Chi Wing, have (during their respective term of office
as Directors) attended the directors’ training session arranged by the
Company, and Dr. Ho Chung Tai Raymond, Mr. Heng Ja Wei Victor,
Mr. Lam Yau Yiu, Dr. Wong Chi Wing and Dr. Loke Yu have (during
their respective term of office as Directors) attended various directors’
training seminars arranged by various organisations including the
Hong Kong Institute of Certified Public Accountants and Hong Kong
Institute of Directors. On a continuing basis, Directors are encouraged
to keep up to date on all matters relevant to the Group and attend
briefings and seminars as appropriate.
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AUDIT COMMITTEE

The Company has established an audit committee (the “Audit
Committee”) with written terms of reference as suggested under
the code provisions and recommended best practices under the
Corporate Governance Code and adopted with reference to “A
Guide for Effective Audit Committees” published by the Hong Kong
Institute of Certified Public Accountants in February 2002. As at 31
December 2018, the Audit Committee comprised three INEDs, namely
Mr. Heng Ja Wei Victor, Mr. Lam Yau Yiu and Dr. Wong Chi Wing,
and the chairman of the Audit Committee was Mr. Heng Ja Wei
Victor. Each committee member can bring to the Audit Committee his
valuable experience in reviewing financial statements and evaluating
significant control and financial issues of the Group, who among
themselves possess a wealth of management experience in the
accounting profession or commercial sectors. The Audit Committee
was established on 3 December 2006 and held 6 meetings during
the Review Period. The committee members’ attendance is shown on
page 57.

The main duties of the Audit Committee are as follows:

(i) to review the half-year and annual financial statements of the
Group before they are submitted to the Board for approval;

(i) to make recommendations to the Board on the appointment,
reappointment and removal of the external auditor, and to
approve the remuneration and terms of engagement of the
external auditor, and any questions of its resignation or dismissal
of that auditor;

(iii) to review and monitor the external auditor’'s independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standards;

(iv) to review the Company’s financial controls and, prior to the
establishment of the corporate governance committee of the
Company (the “Corporate Governance Committee”) with
effect from 27 September 2018, to review the Company’s
internal control and risk management systems and to assess the
effectiveness of the Group's internal control system;
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(v) to review the Group’s financial and accounting policies and
practices;

(vi) to review and monitor the effectiveness of the internal audit
function;

(vii) to review the arrangements which the employees of the
Company can use, in confidence, to raise concerns about
possible improprieties in financial reporting, internal control or
other matters; and

(viii) to review the terms and conditions of ongoing connected
transactions of the Group.

During the Review Period, the Audit Committee carried out its duties
as set out above, including reviewing certain financial information
of the Group and discussed with BDO Financial Services Limited in
relation to the internal control systems of the Group.

REMUNERATION COMMITTEE

The Company established a remuneration committee (the
“Remuneration Committee”) on 3 December 2006 and held 1
meeting during the Review Period. The committee members’
attendance is shown on page 57. As at 31 December 2018, the
Remuneration Committee comprised Mr. Heng Ja Wei Victor (an
INED), Dr. Ho Chung Tai Raymond (a NED), Mr. Lam Yau Yiu (an
INED) and Dr. Wong Chi Wing (an INED). The chairman of the
Remuneration Committee was Mr. Heng Ja Wei Victor. Its main duties
are summarised as follows:

(i) to make recommendations to the Board on the Group’s policy
and structure for all Directors’ and senior management’s
remuneration and on the establishment of a formal and
transparent procedure for developing such remuneration
policies, and to determine, with delegated responsibility, the
remuneration packages of all individual executive Directors and
senior management;
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(i) to make recommendations to the Board on the remuneration of
non-executive Directors;

(iii) to ensure that no Director or any of his/her associates is involved
in deciding his/her own remuneration; and

(iv) to advise Shareholders on how to vote in respect of any
service contract or appointment letter of Directors that requires

Shareholders’ approval in accordance with the Listing Rules.

The work done by the Remuneration Committee during the Review
Period included the above and the following:

(i) determining the policy for the remuneration of executive
Directors;

(i) assessing performance of executive Directors; and

(iii) approving the terms of executive Directors’ service contracts.

Details of the amount of the Directors’ emoluments are set out in
Note 10 to the consolidated financial statements.

Pursuant to code provision B.1.5 of the Corporate Governance Code,
the remuneration payable to members of the senior management by
band for the year ended 31 December 2018 is set out below:

In the band of
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Nil to RMB846,400 (equivalent to Nil to TE ARHERA6,4007T (HHENEE 1
HKD1,000,000) 1,000,000/ 7T )
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HKD1,000,001 to HKD2,000,000) T (FAE 7 1,000,0018TE
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2,116,0007T (FHE #2,000,00178 7T
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NOMINATION COMMITTEE

The Company established a nomination committee (the “Nomination
Committee”) on 3 December 2006 and held 1 meeting during the
Review Period. The committee members’ attendance is shown on
page 57. As at 31 December 2018, the Nomination Committee
comprised Dr. Wong Chi Wing (an INED), Dr. Ho Chung Tai Raymond
(@ NED), Mr. Lam Yau Yiu (an INED) and Mr. Heng Ja Wei Victor (an
INED). The chairman of the Nomination Committee was Dr. Wong
Chi Wing. The Nomination Committee selects and recommends
appropriate candidates based on the candidates’ prior experience and
qualifications to the Board on the appointment of Directors and the
senior management of the Group. The main duties of the Nomination
Committee are as follows:

(i) to review the structure, size and composition (including but
not limited to gender, age, cultural background, educational
background, professional experience, skills, knowledge and/or
length of service) of the Board on a regular basis and to make
recommendations to the Board regarding any proposed changes;

(i) to develop the criteria for identifying and assessing the
qualifications of and evaluating candidates for directorship;

(iii) to identify individuals who are suitably qualified to become a
Board member and to select or make recommendations to the
Board on the selection of individuals nominated for directorships
having regard to each candidate’s merit against an objective
criteria and the benefits of diversity of the Board;

(iv) to assess the independence of independent non-executive
directors to determine their eligibility;

(v) to review and assess the adequacy of the corporate governance
guidelines of the Company and to recommend any proposed
changes to the Board for approval; and

(vi) have regard to the Company’s policy concerning diversity of
Board members, and make appropriate disclosure of the policy or
a summary of the policy in the Company’s corporate governance
report.

The work done by the Nomination Committee during the Review

Period included the above and determining the policy for the
nomination of Directors.
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NOMINATION POLICY FOR DIRECTORSHIP

The Board has approved and adopted a nomination policy for
directorship with effect from 1 January 2019 (the “Nomination
Policy”). The Nomination Policy aims at setting out the processes
and criteria for the nomination of a candidate for directorship in the
Company. The Nomination Committee shall consider the following
factors in assessing the suitability of a proposed candidate:

(@) reputation for integrity;

(b) accomplishment and professional knowledge and industry
experience which may be relevant to the Company;

() commitment in respect of available time;

(d) merit and potential contributions that such candidate could bring
to the Board with reference to the Company’s Board Diversity
Policy, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience,
independence, skills, knowledge and length of service;

(e) in case of a candidate for an independent non-executive director
of the Company, to assess the independence of such candidate;
and

(f)  board succession planning considerations and the long-term
needs of the Company.

The Nomination Committee has the discretion to consider any
other factors and matters and nominate any person, as it considers
appropriate.
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BOARD DIVERSITY POLICY

In August 2013, the Board adopted a board diversity policy setting
out the approach to achieve diversity in the Board to ensure that the
Board has the balance of skills, experience and diversity of perspectives
appropriate to the requirements of the Company’s business. The
Company recognises the benefits of diversity in Board members and
believes that Board diversity can be achieved through consideration of
a number of factors, including but not limited to gender, age, cultural
background, educational background, professional experience, skills,
knowledge and/or length of service. In forming the perspective on
diversity, the Company will also consider its own business model and
specific needs from time to time. All Board appointments will be based
on merits and each candidate is considered against objective criteria.

The Nomination Committee will discuss and agree annually
measurable objectives for implementing diversity on the Board and
recommend them to the Board for adoption. The Board will from
time to time review one or more aspects of its diversity and measure
progress accordingly. Having reviewed the Group’s business model
and operation needs and the current composition of the Board, the
Nomination Committee has not set any measurable objective during
the Review Period.

DIVIDEND POLICY

The Board has approved and adopted a dividend policy with effect
from 1 January 2019 (the “Dividend Policy”). It is the policy of the
Board, in considering the payment of dividends, to allow shareholders
of the Company to participate in the Company’s profits whilst
retaining adequate reserves for the Group’s future growth. The Board
shall consider the following factors before declaring or recommending
any dividends:

(@) the Company’s actual and expected financial performance;
(b) the Group’s liquidity position;

(c) retained earnings and distributable reserves of the Company and
each of the members of the Group;

(d) the level of the Group’s debts to equity ratio, return on equity
and the relevant financial covenants;

(e) any restrictions on payment of dividends that may be imposed by
the Group's lenders;
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(f) the Group’s expected working capital requirements and future
expansion plans;

(g) general economic conditions and other internal or external
factors that may have an impact on the business or financial
performance and position of the Company; and

(h) any other factors that the Board deem appropriate.

The declaration, recommendation and payment of any dividends are
also subject to compliance with applicable laws, regulations and the
articles of association of the Company. The Board will continually
review the Dividend Policy from time to time and there can be no
assurance that dividends will be paid in any particular amount for any
given period.

CORPORATE GOVERNANCE COMMITTEE

The Company established a corporate governance committee (the
“Corporate Governance Committee”) on 27 September 2018 and
held 1 meeting during the Review Period. The committee members’
attendance is shown on page 57. As at 31 December 2018, the
Corporate Governance Committee comprised Mr. Lam Yau Yiu (an
INED), Dr. Wong Chi Wing (an INED), Mr. Heng Ja Wei (an INED), Dr.
Ho Chung Tai Raymond (a NED) and Mr. Feng Ming Zhu (an executive
Director). The chairman of the Corporate Governance Committee
was Mr. Lam Yau Yiu. All of the committee members have significant
experience in the internal control, corporate governance, legal and/
or accounting areas. The committee is primarily responsible for
performing corporate governance functions and risk management
and internal control functions in accordance with the Corporate
Governance Code. With Mr. Feng Ming Zhu, an executive Director
who is responsible for the daily operations of the Group, being a
key member of the committee, Mr. Feng Ming Zhu plays a key role
in experiencing the actual implementation status and/or progress of
various internal control and ongoing monitoring policies, identifying
key issues as and when they arise and interacting with the staff and
the operational systems in order to identify any such issues on a
timely basis.
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The main duties of the Corporate Governance Committee are as
follows:

(@) to develop, review and monitor the Company’s policies and
practices on corporate governance and make recommendations
to the Board;

(b) to review and monitor the training and continuous professional
development of the Directors and senior management of the
Company;

(¢) to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and the
Directors;

(e) to review the Company’s compliance with the Corporate
Governance Code and disclosure in the Company’s corporate
governance report;

(f)  to oversee the Company’s risk management and internal control
systems on an ongoing basis (including reviewing the Company’s
risk management and internal control systems, which includes
assessing the effectiveness of the Company’s internal control
system), evaluate and determine the nature and extent of the
risks the Company is willing to take in achieving the Company’s
strategic objectives, and ensure that the Company establishes
and maintains appropriate and effective risk management and
internal control systems; and

(g) to conduct an annual review of the effectiveness of the risk

management and internal control systems, covering all material
controls, including financial, operational and compliance controls.
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During the Review Period, the Corporate Governance Committee M EIFEHAR 2B AEE @R BT EXME 2B
B OERAEENASERHESELAEERRE

BEFMERMEERAERARETH®

carried out its duties as set out above, including discussing with the
Group’s Risk Management Department and BDO Financial Services
Limited in relation to the internal control systems of the Group.

TEBAREERZEERNERNODBESRRHESE
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The following table summarises the attendance of each individual
Director and committee member in the respective Board, committee
and general meetings held during the Review Period.

Meetings attended/held in 2018
R8I /BT HER

Board Audit  Nomination Remuneration  Corporate General
Committee  Committee ~ Committee  Governance Meeting
Committee
Eze ENZEE REZEE FMZEEE L¥EhzEE BEAE
Number of meetings held during the ~ REENBETHEEHA

Review Period 11 6 1 1 1 NAMER
Executive Directors: HTEE:

Fang Jin (resigned with effect from 27 HE(H2018%F9527HE

September 2018) ) M NATER 111 7o NATER NATER
Guo Quan Zeng (resigned with effect from S RIE( 5201849527 F#

27 September 2018) Br) 7 NAMER NATER NARER NARER NATER
Feng Ming Zhu bt 1 NATER  NATEE NARER 7 NATER
Lian Xiu Qin (appointed with effect from  BFZ(K201849527H

27 September 2018) EZA) a4 NAMER  NATER  NARER NARER NATER
Non-executive Directors: FHTES
Zhang Li (resigned with effect from 27 RR(E2018495278 %

September 2018) ) - NATER NATER NATER NATER NATER
Hou Li &y 11 N/ATEA NATER NATER NATER NATER
Ho Chung Tai Raymond (appointed with {13 (2018495275

effect from 27 September 2018) BZ(T) 44 NATER NATER NATER 7 NATER
Independent non-executive Directors:  BYFHTEES
Loke Yu (resigned with effect from 27 (2018595278

September 2018) #t) 7 5/5 n Mo NANER NATER
Wang Jing Zhong (resigned with effect — THE(H2018%9527H/%

from 27 September 2018) ) n 5/5 7 7 NAMER NANER
Wang Jian Zhang (resigned with effect T2 B(52018%€95278%

from 27 September 2018) B 7 55 NANER NAMER O NATER  NATER
Heng Ja Wei Victor il (N 6/6 1 17 1 NAMER
Lam Yau Yiu (appointed with effect from — MRRR(K201849527H

27 September 2018) #E() 4/4 Mo NATER NATER N NATER
Wong Chi Wing (appointed with effect ~ TE&(R2018£95274

from 27 September 2018) BZH) 4/4 7 NATEE  NATER 7 NATER
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GOING FORWARD

The Group will keep on reviewing its corporate governance standards
on a regular basis and the Board endeavors to take the necessary
actions to ensure compliance with the provisions of the Corporate
Governance Code introduced by The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

INDEPENDENCE CONFIRMATION

The Company has received from each of the INEDs an annual written
confirmation of his independence, and the Company considers such
Directors to be independent in accordance with each and every
guideline set out in Rule 3.13 of the Listing Rules.

CORPORATE GOVERNANCE FUNCTIONS

The Corporate Governance Committee, since its establishment on
27 September 2018, is responsible for performing the corporate
governance functions as set out in its terms of reference, the main
duties of which are set out above. Prior to the establishment of the
Corporate Governance Committee, the Board is collectively responsible
for performing the corporate governance duties.

During the Review Period, the Corporate Governance Committee
reviewed the Company’s compliance with the Corporate Governance
Code.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE OF THE LISTING RULES

In the opinion of the Directors, save as disclosed below, the Company
has complied with the code provisions set out in the Corporate
Governance Code under Appendix 14 of the Listing Rules throughout
the Review Period:
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According to paragraph A.4.2 of Appendix 14 of the Listing Rules,
every director, including those appointed for a specific term, should be
subject to retirement by rotation at least once every three years. Mr.
Zhang Li, Dr. Loke Yu and Mr. Wang Jing Zhong have not retired by
rotation since their respective re-election as a Director at the annual
general meeting of the Company held on 6 May 2013 and Mr. Fang
Jin, Mr. Guo Quan Zeng and Mr. Wang Jian Zhang have not retired by
rotation since their respective re-election as a Director at the annual
general meeting of the Company held on 14 May 2014. The said
Directors have not retired by rotation in accordance with paragraph
A.4.2 of Appendix 14 of the Listing Rules because no annual general
meeting has been held by the Company since 14 May 2014. All such
Directors have resigned as Directors with effect from 27 September
2018.

RISK MANAGEMENT AND INTERNAL CONTROL

Risk Management Structure of the Group

The Board (prior to the establishment of the Corporate Governance
Committee on 27 September 2018) and the Corporate Governance
Committee (since its establishment) are responsible for overseeing
the risk management and internal control systems of the Group
and assessing their effectiveness. The risk management and internal
control systems are designed to manage rather than eliminate the
risk of failure to achieve business objectives, and can only provide
reasonable and not absolute assurance against material misstatement
or loss.

Risk Management Department

The Group has set up a risk management department which is
responsible for the design and implementation of the risk management
system, assisting the Board in monitoring and supervising the
implementation and effectiveness of the risk management framework
and process and reviewing the measures on dealing with risks. The
risk management department performs an internal audit function and
is responsible for performing review of the adequacy and effectiveness
of the internal control systems of the Group.

The Corporate Governance Committee reports to the Board after
review of the effectiveness of the Group’s risk management and
internal control system. Upon consideration of the work and results of
review of the Corporate Governance Committee, the Board forms its
view on the effectiveness of the risk management and internal control
systems.
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The Board ensures that a review of the risk management and internal
control systems of the Group is conducted annually in respect of the
relevant financial year.

Appointment of BDO Financial Services Limited as
Internal Control Consultant

During the Review Period, the Company engaged BDO Financial
Services Limited (“Internal Control Consultant”) as its internal control
consultant to conduct a review of the internal control systems and
procedures of the Group and to make recommendations accordingly
(“Internal Control Review").

The scope of work of the Internal Control Consultant included an
independent assessment of the internal control systems of the major
subsidiaries of the Group. During the Review Period, the Internal
Control Consultant performed reviews on the internal control systems
of the major subsidiaries of the Group (including the enterprise
resource planning (“ERP”) systems for certain companies within the
Group) which involved collecting relevant information, conducting site
visits and interviews and conducting walkthrough tests.

The Internal Control Review has been completed. Having reviewed
the findings and results of the report on the Internal Control Review
prepared by the Internal Control Consultant, and having taken
into consideration the improvements and/or remedial measures
implemented in accordance with the Internal Control Consultant’s
recommendations, the Board is of the view that the Company has
put in place adequate internal control system and financial reporting
procedures to meet its obligations under the Listing Rules. In view
of the above, the Board considers that a review of the effectiveness
of the risk management and internal control systems was conducted
during the Review Period and the risk management and internal
control systems of the Group are effective and adequate.
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Major Risks and Uncertainties of the Group

The Group is exposed to different risks and uncertainties. Some of
the Group’s major risks are set out below and appropriate mitigation
measures have been devised to manage such risks.

(A)  OPERATIONAL, STRATEGIC AND FINANCIAL RISKS

The smart electronic products industry advances at a tremendous
pace. Lithium-ion battery module, being the Company’s main
product, is mostly used in smartphones, laptops, tablets and
wearable devices. The sales of consumer smart electronics may
change rapidly in response to consumer demand or taste. As
a supplier of lithium-ion battery modules for a number of PRC
smartphone brands, the drastic fluctuation in customers’ sales
of smartphones will have significant effect on the sales of the
Group's lithium-ion battery modules.

Actions taken by the Group to address these issues include the
following:

(i) investment of resources in development of new products
and application of lithium-ion battery in new industries and
new fields in response to changes in market demands;

(i) diversification of product portfolios in order to reduce the
impact of a reduction in sales of individual products on the
Group's overall business; and

(iii) proactive recruitment and training of skilled and experienced
technicians to enhance the Group’s R&D capability.
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For lithium-ion battery products, great importance is attached
to their quality and safety. The performance and safety of
lithium-ion battery is very sensitive to ambient environment.
The safety of lithium-ion battery lies in effective use of external
circuit design to ensure battery’s operation is normal and safe.
However, the efficiency and reliability of these safety devices
are closely connected with good and consistent manufacturing
quality. Various different circumstances or causes may also lead
to short circuit and other risks.

Actions taken by the Group to address these issues include the
following:

(i) in the pursuit of higher efficiency and endurance for
batteries, the Group conducted more rigorous review of the
safety of batteries to ensure that all the batteries delivered
by the Group meet high safety standards;

(i) the Group ensures it purchases sufficient product liability
insurance for protection. Product liability insurance covers
the liability arising from a defective product that causes
personal injury, property damage or other losses; and

(iii) the raw materials and other auxiliary materials used for the
Company’s products shall be certified by authorities before
being used. In the process of production, the Company’s
quality control department shall conduct inspection at each
stage throughout the whole production process to ensure
the quality of the Company’s product and safeguard the
interests of consumers with a quality monitoring system.

In 2018, more than 90% of the Group's turnover was derived
from its ODM business. Over 60% of the sales of its ODM
business was to three PRC smartphone brand manufacturers. If
the Group loses one of these top customers, it may have adverse
effects on the operation and financial results of the Group’s
ODM business.
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Actions taken by the Group to address these issues include the
following:

(i)  look for more potential customers to reduce its dependence
on top customers;

(i) strengthen after-sales services for customers, pay regular
visits to customers and conduct customer satisfaction
survey to continuously improve the quality of products and
services, consolidate the Group’s competitiveness in the
industry and increase customer loyalty; and

(iii) develop more new products to meet customers’ needs.

The vast majority of the Group’s sales revenue is from operating
units in the PRC. Adverse events in the PRC’s operation and
political environment may result in material adverse effects on
the Group's business, financial position and operation results.

Actions taken by the Group to address these issues include the
following:

(i) development of overseas markets to increase revenue from
overseas operations; and

(i) continuous monitoring of PRC’s operations and political
environment, anticipation of possible problems, and
establish quick strategic response to changing business
environment.

Overdue payments by customers granted with credit by the
Group will increase the financial risk to the Group and affect the
Group’s financial performance and operating cash flow.
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Actions taken by the Group to address these issues include the
following:

(i)  regular review of the amount of accounts receivable from
key customers to control it at an appropriate level; and

(i) implementation of strict internal control measures and
increase collection efforts for overdue accounts receivable.

The main raw material for lithium-ion battery modules (being
the Group’s main product) is lithium-ion bare battery cell. The
Group purchases lithium-ion bare battery cells from many well-
known international manufacturers. In recent years, lithium-ion
bare battery cell has been widely used in smartphones, laptops,
tablets, wearable devices, power tools, electric bicycles, energy
storage and other fields. Any increase in the price or shortage
of supply of lithium-ion bare battery cells will have a material
impact on the profitability and production costs of the Group.

Actions taken by the Group to address these issues include the
following:

(i) regular research on and evaluation of suppliers to ensure
stable supply of raw materials; and

(i)  through automation upgrade of production lines, the Group
solves the problem with human resources and effectively
controls production costs, which have positive effects on
improvement of the Group’s profitability and control of
production costs.

ACCIDENT RISKS

Major accidents including fires, natural disasters or serious
infectious diseases will affect the Group's assets and operations,
thus affecting the Group’s operational capacity and reducing
profitability.
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Actions taken by the Group to address these issues include the
following:

(i)  ensure comprehensive insurance coverage over the Group's
properties and business is purchased,;

(i) provision of regular education and training sessions on
safety for all staff to strengthen staff's awareness of
production safety;

(iii) training on fire safety, fire emergency evacuation and fire
drill at workplace are organised at least twice a year to
ensure staff have a solid understanding of the significance
and necessity of production safety and improve their own
awareness of safety protection; and

(iv) organise physical examination for the benefit of its staff
to help in assessing possible occupational and serious
infectious diseases.

INDUSTRY RISKS

The possible slowdown of the Chinese economy in the near
future, the possible drop in global shipment of smartphones and
the possible substantial decrease in consumers’ demands for
replacement of smartphones will have material adverse effects
on the Group’s business, financial position and operation results.

Actions taken by the Group to address these issues include the
following:

(i) proactively pay attention to the application of lithium-
ion batteries in new industries and new fields, grasp
opportunities for access to the market and adjust the
development strategy in response to changes in the market;
and

(i) proactively build a platform for communication with
consumers, pay close attention to consumers’ demands,
timely listen to consumers’ opinions, and provide good
products and after-sales services to increase customer
loyalty.
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INSIDE INFORMATION

With respect to procedures and internal controls for the handling and
dissemination of inside information, the Company:

o is aware of its obligations under the Securities and Futures
Ordinance and the Listing Rules;

o conducts its affairs in strict compliance with the relevant
guidelines and policies relating to inside information issued by
the Securities and Futures Commission and the Stock Exchange
from time to time;

o has implemented procedures for responding to external enquiries
about the Group’s affairs; and

o has implemented policy regarding prohibition on the
unauthorised use of confidential or inside information.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS OF LISTED ISSUERS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers as set out in Appendix 10 of the Listing
Rules (the “Model Code”).
Directors, the Company confirmed that all Directors have complied

Having made specific enquiries of all

with the required standard as set out in the Model Code for the
financial year ended 31 December 2018.

AUDITOR’S REMUNERATION

The Audit Committee is responsible for considering the appointment
of the external auditor and reviewing any non-audit functions
performed by the external auditor, including whether such non-audit
functions could lead to any potential material adverse effect on the
Company. During the Review Period, the Group paid approximately
RMB2,048,000 to its external auditors, namely BDO Limited, and
approximately RMB342,000 to its PRC auditor for their audit services.
The Group also paid approximately RMB322,000 to BDO Limited and
approximately RMB491,000 to its affiliated firm for their non-audit
services in respect of the review of the interim financial information of
the Group for the six months ended 30 June 2018 and the provision
of internal control post implementation consultancy services to the
Group respectively.
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DIRECTORS’ RESPONSIBILITIES FOR ACCOUNTS

The Directors acknowledge their responsibility for preparing the
consolidated financial statements of the Group. The Directors’
responsibilities for the accounts and the reporting responsibilities of
the external auditors are set out on page 74 of this annual report.

COMPANY SECRETARY

The company secretary of the Company is Mr. Yeung Mun Tai (FCCA,
CPA). Mr. Yeung took no less than 15 hours of relevant professional
training during the Review Period.

SHAREHOLDER AND INVESTOR RELATIONS
COMMUNICATION STRATEGIES

The Board established a Shareholders’ communication policy setting
out the principles of the Company in relation to its communication
with the Shareholders, with the objective of ensuring the Shareholders
are provided with access to information about the Company in order
to enable Shareholders to assess the Company’s overall performance,
exercise their rights in an informed manner and engage actively with
the Company.

Information would be communicated to Shareholders mainly
through the Company’s corporate communications including interim
and annual reports, annual general meetings and other general
meetings that may be convened, as well as by making available
all the disclosures submitted to the Stock Exchange, its corporate
communications and other corporate publications on the Company’s
website. Shareholders may direct enquiries about their shareholdings
to the Company’s Share Registrars. To the extent the requisite
information of the Company is publicly available, Shareholders and
the investment community may at any time make enquiry in respect
of the Company in writing at our head office in Hong Kong by post,
facsimile or email via the address, facsimile number or email address
provided on the Company’s website.
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SHAREHOLDERS’ RIGHTS

Pursuant to the articles of association of the Company, any one or
more Shareholders holding on the date of deposit of the requisition
not less than one-tenth of the paid up capital of the Company
carrying the right of voting at general meetings of the Company
shall at all times have the right, by written requisition to the Board
or the Company Secretary at our head office in Hong Kong by post,
facsimile or email via the address, facsimile number or email address
provided on the Company’s website, to require an extraordinary
general meeting to be called by the Board for the transaction of any
business specified in such requisition. The written requisition may also
be deposited at the Company’s head office in Hong Kong at Room
1017, 10/F Leighton Centre, 77 Leighton Road, Causeway Bay, Hong
Kong, for the attention of the Board or the Company Secretary. If
within 21 days of such deposit of the written requisition, the Board
fails to proceed to convene such meeting, the requisitionist(s) may
do so in the same manner, and all reasonable expenses incurred by
the requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

CONSTITUTIONAL DOCUMENTS

There was no change to the constitutional documents of the Company
during the year ended 31 December 2018.

STAKEHOLDERS

The continuing development and present scale of the Group were
benefited from the trust and support of the stakeholders. We have
been dedicating efforts not only to maximise the present value of the
Group but also to maximise the interest and return for all parties so as
to enhance a harmonious development and a victorious collaboration
in the long run.
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INVESTORS

The Group has always paid much attention to communication
and interaction with investors, and continues to improve
communication channels with shareholders and investors, so as
to enhance governance transparency. The Group’'s management
regularly meets with investors, and proactively announces the
latest information and business development plans.

CONSUMERS
PRODUCT SAFETY

The Group has placed emphasis on the safety of products,
especially on mobile phone batteries, and has implemented strict
quality control such as the ISO standards so as to meet safety
requirements. With our product testing centres, we administer
stages of tests, including crash, high-temperature, damp and
long period recharging, on our battery products. We also invest
resources in product R&D to develop more reliable products. The
battery products of the Group have also passed the stringent
requirements on quality control and safety set by the relevant
government authorities.

EMPLOYEES
OCCUPATIONAL SAFETY

The Group has focused on factory production safety, strived
to enhance employees’ safety knowledge and training, and
increased factory fire prevention facilities and safety patrols, so
as to ensure unobstructed fire passages and the availability of
water in case of fire. In addition, the Group has regularly held
fire drills and increased investments in fire prevention facilities
in factories, so as to ensure the sufficiency of fire prevention
equipment and facilities.

The Group has proactively taken and implemented various
measures, including:

(i) increase factory fire prevention facilities and safety patrols
(once a week), resolve problems in a timely manner and
ensure unobstructed fire passages and the availability of
water in case of fire;

(i) hold regular safety seminar and training for employees,
especially for new staff, striving to enhance employees’
hazard prevention and safety awareness;
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(iii) conduct at least two large scale fire drills every year and
conduct general safety checks on such days;

(iv) enhance factory management and divide it into safety
responsibility districts, appoint safety examiners at the
workshops with routine patrols, and eliminate potential
problems in a timely manner; and

(v) improve and formulate storage, safe keeping, transportation
and processing procedures for flammables, and provide
training for staff frequently in contact with such
flammables.

ESTABLISHMENT OF OWN SKILL TRAINING INSTITUTE

Apart from occupational safety, the Group has also placed
emphasis on providing on-the-job training for its staff. The Group
started a comprehensive talent training programme, which is tied
to the establishment of its own skill training institute. Talents
are cultivated at the skill training institute and available in the
pipeline to resolve the labour shortage issue faced by industry
participants. After a period of training, the Group will allocate
labour resources directly to various departments, which will
shorten the time for staff replacement and reduce labour cost.
Automated production will also be implemented at different
phases. Moreover, in the training process, participating staff
can understand the practical operation issues arising from the
course of production, which will effectively enhance production
efficiencies and qualities. The Group invites talents from society
and selects personnel with the required management and
technical expertise through professional and rigorous training
processes. At the same time, this also brings to society a new
generation of trained talents in fulfillment of the Company’s
social responsibilities.
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PROTECTION OF EMPLOYEES’ LEGAL RIGHTS

The Group promotes and undertakes a fair and non-
discriminative employment policy. Employees are employed on
contract basis and employment contracts are signed based on
principles of fairness and on employees’ own volition, with
clear provisions on contractual terms such as scope of work,
remuneration, social insurance and working hours, among others.
The legal rights and obligations of the employer and employee
are clearly defined. We also strictly comply with the relevant
laws and regulations in relation to national social insurance to
set up insurance scheme for basic pension, medical, work-related
injuries, unemployment and maternity for employees and cover
the various insurance expenses. Meanwhile, to further protect
the interests of individual employees, the Company has taken
out a commercial accident insurance scheme for all employees.
The Group has complied with the Labor Contract Law of the
PRC since 1 January 2008 and established a labor union. We
hold an employees’ meeting every two weeks, in support of
the construction and development of a harmonious and stable
employee and employer relationship.

COMMUNITY
ENVIRONMENTAL PROTECTION

As a responsible enterprise, the Group has always put emphasis
on supporting environmental protection. We strictly control the
production procedures and reduce waste generation. Although
small amounts of waste are generated during the packaging
process, some of them are delivered to qualified recycling plants
for treatment.

For the environmental, social and governance report of the Group,
please refer to the “Environmental, Social and Governance Report”
to be published.
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+852 2218 8288 25t Floor Wing On Centre

111 Connaught Road Central

Tel :

Fax: +852 2815 2239

www.bdo.com.hk
|

Hong Kong
EEE - +852 2218 8288 EHTFHEA1112E
H5 : +852 2815 2239 KRA2548
www.bdo.com.hk
TO THE SHAREHOLDERS OF SCUD GROUP LIMITED BREREBERATRER

(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of SCUD Group
Limited (the “Company”) and its subsidiaries (together the “Group”)
set out on pages 78 to 218, which comprise the consolidated
statement of financial position as at 31 December 2018, and the
consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary
of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Company as at
31 December 2018, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards and have been properly
prepared in compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs"”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA").
standards are further described in the “Auditor’s Responsibilities for

Our responsibilities under those
the Audit of the Consolidated Financial Statements” section of our
report. We are independent of the Group in accordance with the
HKICPA's “Code of Ethics for Professional Accountants” (the “Code"),
and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.
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KEY AUDIT MATTER

Key audit matter is the matter that, in our professional judgement,
was of most significance in our audit of the consolidated financial
statements of the current period. This matter was addressed in the
context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, we do not provide a
separate opinion on this matter.

Impairment assessment of trade and notes receivables
(Refer to notes 4(h), 4(i), 5(iii) and 19 to the consolidated
financial statements)

As at 31 December 2018, the Group had trade and notes receivables
with net carrying amount of approximately RMB2,165 million and a
net impairment loss of approximately RMB25 million was recognised
for the year ended 31 December 2018.

The directors of the Company have performed an impairment
assessment on the trade and notes receivables in accordance with
the Group’s accounting policies which required the exercise of
significant management judgement in considering factors such as the
credit history including default or delay in payments, ageing analysis,
settlement records during the year and subsequent settlements after
the year end.

Our response

Our key procedures in relation to the directors’ impairment assessment
included:

o Understanding the Group’s relationship and transaction history
with the customers;

e  Reviewing the ageing analysis of the trade and notes receivables;

e Reviewing payment patterns during the year and amount
of subsequent settlements after the year end made by the
customers;

e Assessing the reasonableness of the Group’s estimation of
recoverability of trade and notes receivables with reference to
factors considered by the directors.

e  Assessing the appropriateness of the Expected Credit Loss
provisioning methodology, examining the key data inputs on
a sample basis to assess their accuracy and completeness, and
challenging the assumptions, including both historical and
forward-looking information, used to determine the expected
credit losses.
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OTHER INFORMATION
REPORT

The directors of the Company are responsible for the other

IN THE ANNUAL

information. The other information comprises the information
included in the Company’s annual report, but does not include the
consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
these consolidated financial statements that give true and fair view in
accordance with International Financial Reporting Standards and the
disclosure requirements of the Hong Kong Companies Ordinance, and
for such internal control as the directors determine is necessary to
enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have
no realistic alternative but to do so.

The directors are also responsible for overseeing the Group’s financial

reporting process. The Audit Committee assists the directors in
discharging their responsibility in this regard.
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"ﬁ.

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. This report is made solely to you, as
a body, in accordance with the terms of our engagement, and for no
other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also:

o identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of
internal control.

e  obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Group’s internal control.

o evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.
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conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Group's ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in
the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible
for our audit opinion.

We communicate with the Audit Committee regarding, among other

matters, the planned scope and timing of the audit and significant

audit findings, including any significant deficiencies in internal control

that we identify during our audit.

We also provide the Audit Committee with a statement that we have

complied with relevant ethical requirements regarding independence,

and to communicate with them all relationships and other matters

that may reasonably be thought to bear on our independence, and

where applicable, related safeguards.
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From the matters communicated with the directors, we determine
those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

BDO Limited

Certified Public Accountants
Tsui Ka Che, Norman
Practising Certificate no. P05057

Hong Kong, 29 March 2019
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For the year ended 31 December 2018 # %2018 12431 H 1L F/Z

2018 2017
Notes RMB’000 RMB’000
i AR®T T ARBTT
Turnover e 6 6,962,078 5,801,566
Cost of sales 5 E PR (6,402,412) (5,392,314)
Gross profit ES] 559,666 409,252
Other revenue H b Was 7 85,344 115,907
Selling and distribution expenses SHE RO (96,098) (86,208)
Administrative expenses TR (290,900) (289,209)
Other operating expenses Hih & &M (98,670) (84,838)
Finance costs L& R AR 11 (54,062) (44,614)
Profit before income tax KR PTAS Bt A& A1 8 105,280 20,290
Income tax Frig 12 (9,196) (409)
Profit for the year AE B 5 A 96,084 19,881
Other comprehensive income for the AFEEHEZEMBEKS !
year, net of tax:
ltems that may be reclassified subsequently {2 EHIRIR S BET BN
to profit or loss T2 B
— Exchange differences on translating —HREBINETE 2 EH ZFE
foreign operations (2,309) 6,951
— Exchange differences reclassified on — PR AR — B AN B R B E T
dissolution of a foreign subsidiary DI BN ERE (1,765) =
Other comprehensive income for the year, ZARGEEF%EE M2 KR
net of tax (4,074) 6,951
Total comprehensive income for the AEERHEKNFEE
year 92,010 26,832
Profit for the year attributable to: TEA TR ARGFE A
Owners of the Company ZIN/NCIEZZ =N 93,274 21,125
Non-controlling interests IERRS FE S 2,810 (1,244)
96,084 19,881
Total comprehensive income attributable to: %I A - FE(5 2 E S 4228
Owners of the Company ViN/NEIEZ YN 89,200 28,076
Non-controlling interests FEIE AR FE o 2,810 (1,244)
92,010 26,832
Earnings per share HRRAF
— Basic and diluted (RMB cents) —EXREE(ARES) 14 8.56 1.94
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At 31 December 2018 20184 12 H31H

2018 2017
Notes RMB’000 RMB’000
Mi5E ARBT T ARBT T
Non-current assets kRBEE
Property, plant and equipment ME - WE K& 15 216,757 296,588
Investment properties wEYF 16 66,188 =
Intangible assets BREE 17 1,905 2,254
Prepayments, deposits and other receivables JB{f7XIA « & & & E b fEUR R IA 20 14,409 18,912
Deferred tax assets RIETRIA A = 28 145,209 147,182
Total non-current assets ERBENEELTE 444,468 464,936
Current assets REEE
Inventories FE 18 596,543 571,782
Trade and notes receivables FEUWE 5 5RI8 K IR I 19 2,165,386 1,712,754
Prepayments, deposits and other receivables B 5(18 - &4 K E At & W 3008 20 271,533 120,112
Amounts due from related parties JEULRE:E A T3 21 283,809 246,179
Current tax recoverable A Uy (=] BN EA RS IE 9,886 9,423
Pledged bank deposits EERERITIFK 22 978,011 645,388
Bank balances and cash RITHEBRNIRE 23 182,529 146,304
Total current assets MENEEAREE 4,487,697 3,451,942
Current liabilities REBAE
Trade and notes payables BB SHRIBRENEE 24 3,301,930 2,291,820
Other payables, receipts in advance and ~ EMERFIE - FEUFIE K
accrued charges ezt &R 25 148,845 249,762
Bank loans — current portion RITER—REBE D 26 380,548 410,379
Other loans — current portion HEER— RS 26 10,038 3,253
Obligations under finance lease — current FEEHEAE
portion —maEhE D 26 = 2,350
Amounts due to directors =S 27 377 5,611
Amounts due to related parties FEASTRAZE A -5K18 21 50,237 5,733
Total current liabilities mB)E SR 3,891,975 2,968,908
Net current assets REBEETFE 595,722 483,034
Total assets less current liabilities EEABERARBERS 1,040,190 947,970
Non-current liabilities FREEE
Other loans — non-current portion HEMER—IEmBE S 26 9,393 5,178
Deferred tax liabilities EERIERE 28 5,360 5,360
Total non-current liabilities SEmENBELRTE 14,753 10,538
Net assets BEE 1,025,437 937,432
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION =
R e MR AR

At 31 December 2018 R2018%F 12 H31H

2018 2017
Notes RMB’000 RMB’000
Bt & ARBT T ARBTT
Capital and reserves EXRE #E
Share capital N 29 107,590 107,590
Reserves & 30 903,846 818,593
Equity attributable to owners AAREE AELER
of the Company 1,011,436 926,183
Non-controlling interests FFERER 31 14,001 11,249
Total equity R 1,025,437 937,432
,.q/ ¥
J \
- ﬁ
FENG MING ZHU LIAN XIU QIN
BT HEREE
DIRECTOR DIRECTOR
EE EE
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B : CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
— rEEm Rk =

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

Attributable
Statutory ~ Enterprise Share to owners Non-
Share Share  Capital ~ reserve expansion Translation option  Accumulated of the Controlling Total
capital  premium  reserve fund fund  reserve  reserve losses ~ Company Interests ~equity
N
EE b¥ BhE EEA

B5  BHER AR MRE  RRE:  ERER B TIER  BEDY ReRER 48R
RVBOOO  RMBOOD  RMBOO0  RVB'O0D  RMBOOO  RMBO00  RMBOOD  RMBOO0  RMBOOO  RMBOOD  RWBI000

ABSTR ARMTR ARETR ARMTR ABETR ARATR ABMTR ARMTR ARETR ARETR ARETR

At 1 January 2017 R2017F1A1H 107590 619288 186,215 114,597 58136 (75,446) 14811 (127,097 898,004 12493 910,587
Profit(oss) for the year REREH/ (5]) - - - - - - SN NS (124 1988
Other comprehensive income 2 EhE = = = = = 6,951 = = 6,951 - 6,951
Total comprehensive income FEFRENREE

for the year - - - - - 6,951 - 1,125 28,076 (1,244) 26,832
Appropriations Y - - - 5,459 2709 - - (8189 - - -
Equity settled share-based transactions s &2 AR Tnﬁ%%m% - - - - - - (14811 1481 - - -
Deregistration of a subsidiary HE-HNER - = - - - - - 13 13 - 13

Balance at 31 December 2017 a5 R2017£12831B R
originally presented i 107590 619288 186215 120,05 60,865 (68,495) - (99336) 926,183 1,249 937432

Initial application of IFRS 9 NSERERIHREES

#9% = = - - - - - By W) (58 (4005
Restated balances at 1 January 2018 W2018F1A1BEE &S 107590 619288 186215 120,05 60,865  (68,495) - (103283 922,36 1191 933407
Profit for the year KEREN = - - - - - - B B 2810 9,084
Exchange differences on transhating A& EHEH7ES 28
foreign operations - - - - - (2,309 - - (2,309 - (2,309)
Exchange differences reclassifiedon &R HBATREH
dissolution of a foreign subsidiary ~ S EZEREE - - - - - (1,765) - - (1,765) - (1,765)

Total comprehensive income FERLENREE

for the year - - - - - (4,074) - 93,274 89,200 2810 92,010
Appropriations Y = - - 5,89 2697 - - (3593) - - -
At 31 December 2018 #2018%12A31H 107,590 619288 186,215 125952 63,562 (72,569) = (18602) 1,011,436 14001 1,025,437
Notes: MisE -

Share premium {& 15 5 18

The share premium account represents the excess of the issue price RN EEBERZETE(NBEMZBITRA)BLAT
net of any issuance expenses over the par value of the shares issued  ZE{TIRMNEEZ HEE @ WE it ARA T ZIRMD = E
and has been credited to the share premium account of the Company. B - SR MDEBRAXHASEE A aEE 34160
The application of the share premium account is governed by Section &4 o

34 under the Companies Law of the Cayman Islands.

81



SCUD GROUP LIMITED
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY .

GEMEBBE

For the year ended 31 December 2018 %2018 12 731H 1F F/Z

Capital reserve

The capital reserve of the Group represents the difference between
the nominal amount of the shares issued by the Company and the
aggregate amount of the paid-in capital of subsidiaries acquired plus
the consideration received by the Company pursuant to the Group
Reorganisation in preparation of the listing of the Company’s shares.

Statutory reserve fund and enterprise expansion fund

Pursuant to relevant laws and regulations in the People’s Republic of
China (the “PRC") applicable to foreign investment enterprises and
the Articles of Association of the PRC subsidiaries of the Company,
these PRC subsidiaries are required to maintain two statutory reserves,
namely a statutory reserve fund and an enterprise expansion fund
which are non-distributable.

Scud (Fujian) Electronics Co., Ltd. (“Scud Electronics”), Scud Battery
Co., Ltd. (“Scud Battery”), Shenzhen Hongde Battery Co., Ltd.
("Shenzhen Hongde”), Dongguan Hongde Battery Co., Ltd. (“Dongguan
Hongde”), Scud Intelligent Technology Co., Ltd. (“Scud Intelligent
Technology”) (together the “PRC Subsidiaries”) are required to
transfer 10% of their respective profit after income tax as reported in
the PRC statutory financial statements to the statutory reserve fund
until the balance reaches 50% of their respective registered capital.
Pursuant to the Articles of Association of the PRC Subsidiaries, they
are also required to make appropriation from their respective profit
after income tax as reported in the PRC statutory financial statements
to the enterprise expansion fund at rates determined by their
respective boards of directors.

The statutory reserve fund may be used to make up prior year losses
incurred and, with the approval from the relevant government
authorities, to increase capital for expansion of production of the PRC
Subsidiaries. The enterprises expansion fund, subject to the approval
by the relevant government authorities, may also be used to increase
capital of the PRC Subsidiaries.

Translation reserve

Gain/losses arising on translating the net assets of foreign operations
into presentation currency.

Share option reserve

Cumulative expenses recognised on the granting of share options to
the employees over the vesting period.

Accumulated losses

No dividend is proposed for the year ended 31 December 2018 and
2017. As at 31 December 2018, the balance of accumulated losses of
the Group was RMB18,602,000 (2017: RMB99,336,000).
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SCUD GROUP LIMITED
REREBBRAT

CONSOLIDATED STATEMENT OF CASH FLOWS

,“/-_]_\AIE,E/}“,E%

For the year ended 31 December 2018 # %2018 12431 H 1 F/Z

2018 2017
RMB’000 RMB’000
AR¥T T ARETT
Cash flows from operating activities RETEMBHRERE
Profit before income tax & BTS84 AT Vs A1) 105,280 20,290
Adjustments for: FEIER :
Interest income FLEWA (10,348) (8,534)
Finance costs BLE A AR 54,062 44,614
Amortisation of intangible assets T A A 1,349 1,404
Depreciation of property, plant and WE - BB LRETE
equipment 53,539 46,563
Loss on disposal of property, plant and HEME - BE K& RS
equipment 5,180 7,536
Write-off of property, plant and M - BB KA
equipment 1,464 3,344
Depreciation of investment properties KEERE 846 -
Impairment loss recognised on trade and  FLFEUWE 57018 K B N EETER 2
notes receivables B ETIE 44,976 12,402
Impairment loss recognised on FIBRFIR - 1R RH A EWGIRER
prepayments, deposits and other Z R EEE
receivables 17,857 12,385
Reversal of impairment loss on trade and  BFER 2 B E 57018 & e W E 15 R B &
notes receivables previously recognised b=t (19,970) (59,005)
Reversal of impairment loss on BAERER 2 ANFIE - e RH MK
prepayments, deposits and other BB
receivables previously recognised (5,655) (16,909)
Write-off of trade and notes receivables TG s 5 5 AR0E I P L SR AR = (1,367)
Write-off of prepayments, deposits and MEHTE 0B - Re R E AL EBGR
other receivables = (1,479)
Write-down of inventories FEHOR 14,109 3,644
Write-off of inventories T &5 18,357 42,836
Provision for reworks BRIER R 4,037 -
Dissolution/deregistration of subsidiary BN ST A A 376 13
Operating profit before changes in working %3 & & % &) ji] 1) 48 & 43 K
capital 285,459 107,737
Increase in inventories =gyl (57,227) (155,618)
Increase in trade and notes receivables FELISZE% RIB K FE U R AR AN (477,638) (14,368)
(Increase)/decrease in prepayments, deposits JEfIFRIE - 154 & H ith fE U ZRIE (38 hn) R
and other receivables (159,120) 132,782
Increase in amounts due from related JRE LT B8 28 A = SR IEIE AN
parties (37,630) (99,362)
Increase in trade and notes payables FESH B 5 508 R AN IR N 1,010,110 177,450
(Decrease)/increase in other payables, HipE s Bl EE R ESERCRY) S
receipts in advance and accrued charges byl (104,954) 40,088
Cash generated from operations SEELHES 459,000 188,709
Interest paid BEAFE (54,062) (44,614)
Income tax paid B PTSE (12,067) (11,614)
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SCUD GROUP LIMITED
%HL;%IEBE"T

CONSOLIDATED STATEMENT OF CASH FLOWS =
SGERERER

For the year ended 31 December 2018 # %2018 12431 H 1L F/Z

2018 2017
RMB’000 RMB’000
ARMT T ARBTT

Net cash generated from operating EETDELRS T

activities 392,871 132,481
Investing activities REEE
Interest received B F & 10,348 8,534
Increase in pledged deposits [REEEEER /Syl (332,623) (92,426)
Payments to acquire property, plant and BEYE  BEIRERE

equipment (47,386) (65,654)
Payments to acquire intangible assets BEEPEENRIE (1,000) (534)
Net cash used in investing activities REEZB AR ST (370,661) (150,080)
Financing activities R EE
Bank loans raised BEBRITER 754,469 520,248
Other loans raised EEHMER 20,000 9,999
Repayment of bank loans BEBITER (788,615) (518,815)
Repayment of other loans 1§iﬁﬁm%%’( (9,000) (9,034)
Repayment of obligations under finance EEREHEAE

leases (2,350) (5,455)
Decrease in amounts due to directors BN EEHRIER D (5,234) (228)
Increase/(decrease) in amounts due to FEATREE A L FIEE N/ CRd)

related parties 44,504 (3,920)
Net cash generated from/(used in) MEZBME/ (FTA)

financing activities BEFE 13,774 (7,205)
Net increase/(decrease) in cash and cash BE&RRLZBEER FHEE M/ OFD)

equivalents 35,984 (24,804)
Cash and cash equivalents at beginning F{RERALEEER

of year 146,304 170,305
Effect of foreign exchange rate changes [ER& 55 241 803

Cash and cash equivalents at end of FRESRELEEER
year 182,529 146,304

Analysis of the balances of cash and ReRBEESEEAERDN
cash equivalents

Bank balances and cash IRITHEBR MRS 182,529 146,304
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SCUD GROUP LIMITED
REREBBRAT

OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

GENERAL

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

The Company’s principal activity is investment holding and its
subsidiaries are principally engaged in manufacture and sale of
lithium-ion battery modules and related accessories for mobile
phones and digital electronic appliances, while also engaging in
manufacture and sale of lithium-ion bare battery cells.

ADOPTION OF INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs")

(a) Adoption of new/revised IFRSs - effective 1

RE ISR AR MR

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

—RER
REREEBR AR AR ])R2006%F7 A
Q0B EHEHEFMR Y EEREZ ETHAER
A&l HIRH 200612 A21 BET BB AR
SEBRA R (BT ) ERET °

ARBMEBXBR/REZR - REKBRA
TERFRUTFENMBGREFEMMAZE
BETEMRAREBREZEEREE Tl
EEBETELCCEERME -

B A B P Bt 455 3 o5 2 R (T B PR A
B2/ )
(a) FAHET 5T E B IS 45

January 2018

Annual Improvements to IFRSs 2014-2016 Cycle
R ISR AERN2014F — 2016 F AH 2 FE
U

Annual Improvements to IFRSs 2014-2016 Cycle
BB B SRS £ RI20145F — 2016 F BHIZ 5
U

Amendments to IFRS 2

B R B 7 R 5 2 I ZB 2 5% (18 RT A))
IFRS 9

I % B 765 3 5 22 R 2B 9557

IFRS 15
BRI 5 ¥ 5 2B RIS 1558

Amendments to IFRS 15

B[R B 5 R 5 22 I 281 55% (18R] A)
Amendments to IAS 40

BB & 5T 2RI ZE 4058 (185 AN)

IFRIC—Int 22
BRM G RE2EZ R e —2EH22%

Bl—H2018F 1B 1AM

Amendments to IFRS 1, First-time adoption of International
Financial Reporting Standards
BB B s 5 2 RIS R (I8 RT ) B R ER AN B B T 3R 5 22 R

Amendments to IAS 28, Investments in Associates and
Joint Ventures

B S R FE 28R (BRI RN R ERA LA ERENRE

Classification and Measurement of Share-based
Payment Transactions
AR BER 2 MRS EREGTE

Financial Instruments
SRITA

Revenue from Contracts with Customers
EF & RWE

Revenue from Contracts with Customers (Clarifications
to IFRS 15)
BEA R (BRI R 5 ERIE 155 2 %05 )

Transfers of Investment Property

HERREME

Foreign Currency Transactions and Advance Consideration
HNER B RFAR B
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SCUD GROUP LIMITED

REBREEGRAF

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —
fra MR R AR M RE

For the year ended 31 December 2018 # %2018 12431 H 1L F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3R4WEER Bt 7834 % 8| ([ BB Bt
REPORTING STANDARDS (“IFRSs") (Continued) FEEXA |) (o)

(a) Adoption of new/revised IFRSs — effective 1 (a) BT RBITBEBRTBREE

86

January 2018 (Continued)

Annual Improvements to IFRSs 2014-2016 Cycle
- Amendments to IFRS 1, First-time Adoption of
International Financial Reporting Standards

The amendments issued under the annual improvements
process make small, non-urgent changes to standards where
they are currently unclear. They include amendments to IFRS
1, First-time Adoption of International Financial Reporting
Standards, removing transition provision exemptions relating
to accounting periods that had already passed and were
therefore no longer applicable.

The adoption of these amendments has no impact on these
financial statements as the periods to which the transition
provision exemptions related have passed.

Annual Improvements to IFRSs 2014-2016 Cycle -
Amendments to IAS 28, Investments in Associates and
Joint Ventures

The amendments issued under the annual improvements
process make small, non-urgent changes to standards
where they are currently unclear. They include amendments
to IAS 28, Investments in Associates and Joint Ventures,
clarifying that a Venture Capital organisation’s permissible
election to measure its associates or joint ventures at fair
value is made separately for each associate or joint venture.

The adoption of these amendments has no impact on these
financial statements as the Group is not a venture capital
organisation.

Al —B2018F 1A 1A EM(#)

B B B 75 3R & 2 BI2014F —2016F i ]
2 FE BRI E R E 15 (15
FTAR) BIR RN BB BT 7S 3R &5 22 Al
RIBEFEREBRBHOZEEITAHR
i N R) ZTEERMEH AR TR E
BERT o B IEBIRR I i &5 2 RIS
SRS ETAN) B Bl PR B 7 s & 22 A
ZIEFTAMEHE ARG HEBERER
i~ iE R R B G XCEE -

EREGNHRLABENBRD AR &
RSB AU EHBRRLEY

Hé
1

BB 75 3R A PE RI20144F — 2016 5F
ZFERE — BB E T E R F 285 (155T
R)RBEERTREELFERE
RIRFEREBRBEMOZEETAER
IR I T~ BA e ) 25 TE ZE BIME H A A R TS24
miEs - AR BEHBIR e %ERIE285%
(BRI R )R E R BI R A E R ENRE -
ZIERT BB R R A A RS A B R IR N T
B 2BERANEECER - ATHEM
BENRS A EREDRIEL A MERE -

RAARKEI FERBREASEE - WRAZEF
ERIAHZEMBRELEZE -



SCUD GROUP LIMITED
REREBBRAT

OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= = RAMEHREME

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs") (Continued)

(@) Adoption of new/revised IFRSs - effective 1

2. BRANERR B %5 R 5 22 A (] BB Bt
BHREEA ) )

(@) ERMFRT /18 5T B BR B 7 3R o5 %

January 2018 (Continued)

Amendments to IFRS 2 - Classification and
Measurement of Share-Based Payment Transactions

The amendments provide requirements on the accounting
for the effects of vesting and non-vesting conditions on
the measurement of cash-settled share-based payments;
share-based payment transactions with a net settlement
feature for withholding tax obligations; and a modification
to the terms and conditions of a share-based payment that
changes the classification of the transaction from cash-
settled to equity-settled.

The adoption of these amendments has no impact on these
financial statements as the Group does not have any cash-
settled share-based payment transaction and has no share-
based payment transaction with net settlement features for
withholding tax.

IFRS 9 - Financial Instruments (“IFRS 9”)

(i) Classification and measurement of financial
instruments

IFRS 9 replaces IAS 39 Financial Instruments:
Recognition and Measurement for annual periods
beginning on or after 1 January 2018, bringing
together all three aspects of the accounting
for financial instruments: (1) classification and
measurement; (2) impairment and (3) hedge
accounting. The adoption of IFRS 9 from 1 January
2018 has resulted in changes in accounting policies
of the Group and the amounts recognised in the
consolidated financial statements.

Bl—H2018F1 B 1B ER (&)

B[R 75 35 & PE R 235 (15T K) — LUK
RERZ KX E 7 EREE
ZEERFIARBE R IERBRTERSE
HABRMDAER 2NHGENTE AR
IREEAAFREERBEORN KRR
7 URERZERARECEEEE R
B EE 2 B AN BRI B AR OIS RT &Y
GETRERTE

AR B EAE IR & A E AR BER
ZNRR 5 A EBRENH AR FEE
BERHHABND BERZ MRS - #K
MR AEZEWBRRLELE -

B B & ER I —= T AE
BREI T #R 5 2 RIE 95K )

() EBMIEZDERTE

B B B 755 3R 25 2 Bl 8 95R 1R 20184F 1
R1B sz % FE BRERRE
Rert LR FERer T A : #R
Lite  AftemIASsHRAE=
E7RmE: (MPEREE Q)REAEKRQ3)
$ihest o B20185F1 A1 BHEM
BB B IS RS R SBOSR E E B A &
BT BUR MRS MR TR
SEELEE -
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SCUD GROUP LIMITED

REBREEGRAF

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
fra MR R AR M RE

For the year ended 31 December 2018 # %2018 12431 H 1L F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3R#4VE Bt #8 3R < % 8| ([ B B Bt

REPORTING STANDARDS (“IFRSs") (continued) BHREEA ) 2
(a) Adoption of new/revised IFRSs - effective 1 (a) PR RIS ET BB B i85 3R &5 &
January 2018 (Continued) Al —B2018F 1A 1A EM(#)
IFRS 9 — Financial Instruments (“IFRS 9”) (Continued) BB R R E 9% — 2@ T A ([F
BREI R & E RIS 955 ) (48)
(i) Classification and measurement of financial () SMITEz2ERTEE)
instruments (Continued)
The following tables summarised the impact, net of TRBEE Z BRI SR & YRS
tax, of transition to IFRS 9 on the opening balance of oS E = 2018F 1 B1HM RETEE
accumulated losses and non-controlling interests as of KRR EERB I T2
1 January 2018: (MERFRIE) -
RMB
AR¥T
Accumulated losses e 7 |
Accumulated losses as at 31 December 2017 R2017F12831B W R EER (99,336)
Recognition of expected credit losses (“ECLs") RIEWE 55k IE R RN & LA
on trade and notes receivables, REtAERFIE - 2e RHAM
financial assets included in prepayments, FEWRIENmEE 2 THEE
deposits and other receivables EER(FEREEEE]D) (3,947)
Restated accumulated losses as at R2018F1B1AKES =2 E5t
1 January 2018 (unaudited) B8 (REER) (103,283)
Non-controlling interests HERER
Non-controlling interests as at R20175 128310 W E
31 December 2017 = 11,249
Recognition of ECLs on trade and notes receivables, RIEWE 5708 K U= A
financial assets included in prepayments, REtAERFIE - 11e R HA
deposits and other receivables FEMFIA ) & B & B 2 TR ERE
858 (58)
Restated non-controlling interests as at 7R2018F1 1B RES 2 1=
1 January 2018 (unaudited) R CREER) 11,191
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= NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
=k D Eod iR

e

2. ADOPTION OF INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs") (Continued)

(a) Adoption of new/revised IFRSs - effective 1
January 2018 (Continued)

IFRS 9 — Financial Instruments (“IFRS 9”) (Continued)

(i)

Classification and measurement of financial
instruments (Continued)

IFRS 9 carries forward the recognition, classification
and measurement requirements for financial liabilities
from IAS 39, except for financial liabilities designated
at fair value through profit or loss, where the amount
of change in fair value attributable to change in
credit risk of the liability is recognised in other
comprehensive income unless that would create or
enlarge an accounting mismatch. In addition, IFRS 9
retains the requirements in IAS 39 for derecognition
of financial assets and financial liabilities. However, it
eliminates the previous IAS 39 categories for financial
assets of held to maturity financial assets, loans and
receivables and available-for-sale financial assets.
The adoption of IFRS 9 has no material impact on
the Group's accounting policies related to financial
liabilities and derivative financial instruments. The
impact of IFRS 9 on the Group’'s classification and
measurement of financial assets is set out below.

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

2. BRANEIBR B85 ok & 22 AU ([ B BR B
B2 ) @
(a) RMHFET EBTEARHHREE
Al—E2018F1 B 1B EM(E)

B B EER I —=/ T A(E
BRI 53R & 2E R 9355 1) (4F)

0}

EMIACHENRTE(E)

BB EREENEIRERBERE
FPEAFIREHECHARER
DREAERE - ERATFERFAR
SNERMAERI  ZREFERR
SPERENIFEEIENEME
ER R - FRIFESELRIEAE
SHEREC © LLON - BRI IREREANS
9% (R B BIR & 5 #E RIS 3957 A R EX
HEREMEERERABORE
A - EBUBBIR & 5 2RI F 3958
EARFHARIPEMEE BEFL
ERFARAHOESREENT R
BERR - RNBERMEREERE
IRHAEEERERABRITES
RTANSHBRIEEAVE -
BB HREENESREAEE SR
BENBENTENTEHIINT -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —
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For the year ended 31 December 2018 # %2018 12431 H 1L F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs") (continued)
(a) Adoption of new/revised IFRSs - effective 1
January 2018 (Continued)
IFRS 9 - Financial Instruments (“IFRS 9”) (Continued)

90

(i)

Classification and measurement of financial
instruments (Continued)

Under IFRS 9, except for certain trade receivables
(that the trade receivables do not contain a significant
financing component in accordance with IFRS 15),
an entity shall, at initial recognition, measures a
financial asset at its fair value plus, in the case of
a financial asset not at fair value through profit or
loss (“FVTPL"), transaction costs. A financial asset
is classified as: (i) financial assets at amortised cost
("amortised costs”); (ii) financial assets at fair value
through other comprehensive income (“FVTOCI");
or (iii) FVTPL (as defined in above). The classification
of financial assets under IFRS 9 is generally based on
two criteria: (i) the business model under which the
financial asset is managed and (i) its contractual cash
flow characteristics (the “solely payments of principal
and interest” criterion, also known as “SPPI criterion”).
Under IFRS 9, embedded derivatives is no longer
required to be separated from a host financial asset.
Instead, the hybrid financial instrument is assessed as
a whole for the classification.

A financial asset is measured at amortised cost if it
meets both of the following conditions are met and it
has not been designated as at FVTPL:

o It is held within a business model whose objective
is to hold financial assets in order to collect
contractual cash flows; and

e  The contractual terms of the financial asset give
rise on specified dates to cash flows that meet
the SPPI criterion.

2. BRANE PR B %5 R 5 22 A (] BB Bt
BHEEA ) )

(@) BR#FRT /15 5T B BR B 75 3R 5 &
Al —B2018F 1A 1A EM(#)

Bl & ER I —= T A([E
BREITE#R 5 2 RIZE 955 ) (A8

() EBMIEZPERTERE)

RIBEBR PSR ELRNES - A
TRKE S FE(REBEERTBRE
ERFI5% BKRESHHALER
REANBERD )N BERBRYZT
R - HRATEAESREE
I A FEFARR(TRAFE
FABSNEREE - AIXNRS
KA - ERMEENER  (VREHK
A([#EKA D ENSREE ¢ (i)
BATEFAEEERE (AT
Bt AR 2EEE DFFENSRE
B R>IR R FEF AR (R Lt
EE) - BRMBREERESRAT
B EE D —RIRIEREZER :
(EREMEENEHEARIGMES
nReREBB(TEINARE KA
SR - TRAEAR[SPPIERI D) - R1R
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SCUD GROUP LIMITED
REREBBRAT

OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. ADOPTION OF INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs") (Continued)

(a) Adoption of new/revised IFRSs - effective 1
January 2018 (Continued)

IFRS 9 — Financial Instruments (“IFRS 9”) (Continued)

(i)

Classification and measurement of financial
instruments (Continued)

A debt investment is measured at FVTOCI if it meets
both of the following conditions and it has not been
designated as at FVTPL:

o It is held within a business model whose objective
is to achieved by both collecting contractual cash
flows and selling financial assets; and

e The contractual terms of the financial asset give
rise on specified dates to cash flows that meet
the SPPI criterion.

On initial recognition of an equity investment that is
not held for trading, the Group could irrevocably elect
to present subsequent changes in the investment'’s fair
value in other comprehensive income. This election
is made on an investment-by-investment basis. All
other financial assets not classified at amortised cost
or FVTOCI as described above are classified as FVTPL.
This includes all derivative financial assets. On initial
recognition, the Group may irrevocably designate a
financial asset that otherwise meets the requirements
to be measured at amortised cost or FVTOCI at FVTPL
if doing so eliminates or significantly reduces an
accounting mismatch that would otherwise arise.
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2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3R#4VE Bt #8 3R < % 8| ([ B B Bt

92

REPORTING STANDARDS (“IFRSs") (continued) BMEAER |) =)
(a) Adoption of new/revised IFRSs - effective 1 (a) BT RBITBERTBREE

January 2018 (Continued)

IFRS 9 - Financial Instruments (“IFRS 9”) (Continued)

(i)

Bl—H2018F1B1BER (&)

Bl & ER I —M T A(E
BREITE #R 5 2 RIZE 955 ) (A8

Classification and measurement of financial () SMITEz2ERTEE)

instruments (Continued)

The following accounting policies would be applied to

AT EEHRE S ERR A REN S

the Group’s financial assets as follows: BEEWNT :

Amortised costs

HIHR AR

FVTOCI (debt investments)
EATEGFAEMAZ2EKE
(EBEZRE)

Financial assets at amortised cost are subsequently measured using the
effective interest rate method. Interest income, foreign exchange gains
and losses and impairment are recognised in profit or loss. Any gain on
derecognition is recognised in profit or loss.
REHRAAENERMEELRIRAERNTEGTE - FMBWA - ERRER
B 1R PA RO ER RS R o R E R AR N B R R o

Debt investments at fair value through other comprehensive income are
subsequently measured at fair value. Interest income calculated using the
effective interest rate method, foreign exchange gains and losses and
impairment are recognised in profit or loss. Other net gains and losses are
recognised in other comprehensive income. On derecognition, gains and
losses accumulated in other comprehensive income are reclassified to profit
or loss.
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=k D Eod iR

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z
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2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3% #4E [ Bt 7% 3R < % A ([ B B2 Bt

REPORTING STANDARDS (“IFRSs") (Continued)

(a) Adoption of new/revised IFRSs - effective 1
January 2018 (Continued)

IFRS 9 — Financial Instruments (“IFRS 9”) (Continued)

(@)

Classification and measurement of financial

instruments (Continued)

The following table summarises the original

measurement categories under IAS 39 and the new

measurement categories under IFRS 9 for each class of

the Group’s financial assets as at 1 January 2018:

BwERER D @)
(a) WMAHT EETEBRS B REE
Al—H2018%F1 8 1R £M(4)

B B EER I —=M T AE
BRI 53R & 2E R E 9355 1) (4F)

() EBMIEzPERTERE)

TERAEAEBEMN2018F1A1HE &
B & 25 4 I At B B = St RSB 39
52 RiAET 2 2 85I & B B 75 s s
ERFESR ZFETTE 2R -

Carrying

Carrying amount as at
amount as at 1 January 2018
1 January 2018 under IFRS 9
under 1AS 39 BREERHEHE
Original New BEERETEE %R EoH
classification classification %3957 M2018F  H2018F1A1A
under IAS 39 under IFRS 9 1A1AMREE HEREE
Financial assets REEM & ERE395 RIEERE S HE RMB’000 RMB’000
SREE EEER RIS AT B ARBF T AR¥ETR
Trade receivables Loans and receivables Amortised cost 1,659,817 1,656,608
B E 53008 (Note 2alii)(a)) B HR AR
BHREYRIE
(FF=E2a(ii)(a))
Financial assets included in prepayments,  Loans and receivables Amortised cost 11,429 10,633
deposits and other receivables (Note 2al(ii)(b)) B
STABNFE  ReRAMEKTE:,  ERRERZE
TREE (Fi7E2aii)(b))
Amounts due from related parties Loans and receivables Amortised cost 246,179 246,179
FEWEAE A +30R B R EGRIE BESRRCAR
Pledged bank deposits Loans and receivables Amortised cost 645,388 645,388
BERRITER BRREYGRIE Rk
Bank balances and cash Loans and receivables Amortised cost 146,304 146,304
PITHERRR S EH R EWRERIR BRI
Notes receivables Loans and receivables FVTOCI 52,937 52,937
BN ERE ERRENHIE BATERT AR,
2EWE
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2. ADOPTION OF INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs") (continued)
(a) Adoption of new/revised IFRSs - effective 1
January 2018 (Continued)
IFRS 9 — Financial Instruments (“IFRS 9”) (Continued)

94

(i)

Impairment of financial assets

The adoption of IFRS 9 has changed the Group’s
impairment model by replacing the IAS 39 “incurred
loss model” to the “expected credit losses (“ECLs")
model”. IFRS 9 requires the Group to recognised ECLs
for trade receivables, financial assets at amortised
costs, contract assets and debt investment at FVTOCI
earlier than IAS 39. Cash and cash equivalents
are subject to ECLs model but the impairment is
immaterial for the current period.

Under IFRS 9, the losses allowances are measured on
either of the following bases: (1) 12-months ECLs:
these are the ECLs that result from possible default
events within the 12 months after the reporting date:
and (2) lifetime ECLs: these are ECLs that result from
all possible default events over the expected life of a
financial instrument.

Measurement of ECLs

ECLs are based on the difference between the
contractual cash flows due in accordance with the
contract and all the cash flows that the Group expects
to receive. The shortfall is then discounted at an
approximation to the assets’ original effective interest
rate.

The Group has elected to measure loss allowances for
trade receivables using IFRS 9 simplified approach and
has calculated ECLs based on lifetime ECLs. The Group
has established a provision matrix that is based on the
Group's historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the
economic environment.
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SCUD GROUP LIMITED
REREBBRAT

OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

"ﬁ.

2. ADOPTION OF INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs") (Continued)

(a) Adoption of new/revised IFRSs - effective 1
January 2018 (Continued)

IFRS 9 — Financial Instruments (“IFRS 9”) (Continued)

(i)

Impairment of financial assets (Continued)

Measurement of ECLs (Continued)

For other debt financial assets, the ECLs are based
on the 12-months ECLs. The 12-months ECLs is the
portion of the lifetime ECLs that results from default
events on a financial instrument that are possible
within 12 months after the reporting date. However,
when there has been a significant increase in credit
risk since origination, the allowance will be based
on the lifetime ECLs. When determining whether
the credit risk of a financial asset has increased
significantly since initial recognition and when
estimating ECLs, the Group considers reasonable and
supportable information that is relevant and available
without undue cost or effort. This includes both
guantitative and qualitative information and analysis,
based on the Group’s historical experience and
informed credit assessment and including forward-
looking information. The Group’s debt investment at
FVTOCI are considered to have low credit risk since
the issuers’ credit rating are high.

The Group assumes that the credit risk on a financial
asset has increased significantly if it is more than 30
days past due.

The Group considers a financial asset to be in default
when: (1) the borrower is unlikely to pay its credit
obligations to the Group in full, without recourse by
the Group to actions such as realising security (if any
is held); or (2) the financial asset is more than 365
days past due unless the Group has reasonable and
supportable information to demonstrate that a more
lagging default criteria is more appropriate.

The maximum period considered when estimating
ECLs is the maximum contractual period over which
the Group is exposed to credit risk.
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For the year ended 31 December 2018 # %2018 12431 H 1L F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs") (continued)
(a) Adoption of new/revised IFRSs - effective 1
January 2018 (Continued)
IFRS 9 — Financial Instruments (“IFRS 9”) (Continued)

(i)

Impairment of financial assets (Continued)

Presentation of ECLs

Loss allowances for financial assets measured at
amortised cost are deducted from the gross carrying
amount of the assets.

(a)

Impairment of trade receivables

As mentioned above, the Group applies the IFRS
9 simplified approach to measure ECLs which
adopts a life time ECLs for all trade receivables.
To measure the ECLs, trade receivables
been grouped based on shared credit risk
characteristics and according to the respective
invoice date. The loss allowance as at 1 January
2018 was determined as follows for trade

2. BR#HNEBR B % 3R 5 25 Al ([ B PR B
BEmELER D) )

(a) BRANHR] /818 5T B BR B 75 3R o5 %

Bl—BH2018F1A1BEX (&)

BRI R &R F 95— M T A([H

BREITE #R 5 2ERIE 955 ) (48

(i) EMEENREE)
BHIEEBRZ 25
R AT ENEREENERE
BEEEREAEME -

(a) MRWEZFIERE

oA Lt - 7N 5 [ pE AR B RR B
EREER FSREL AT E
BHEEEE RIERKE
SHREHBAFRANEREER
B Bt BHEERE &
KB ZHEEREBEELEER
SRR ESEHZAHSIE R
2018F1 1B 2B E 5 5KIB

receivables: REIERENETHT
As at
1 January
Net carrying 2018
amount ECLs allowance 720184
BREDFE TEE s B ERE 181H
RMB'000 RMB'000 RMB'000
AREBTFT % ARETT AR¥TR
0 to 60 days 0£60H 1,331,379 0.003% (36) 1,331,343
61 to 180 days 61Z2180H 207,350 0.045% (94) 207,256
181 to 365 days 1812365H 121,088 2.543% (3,079) 118,009
Total SEy 1,659,817 (3,209) 1,656,608
The increase in loss allowances for trade MR2018F1 818 @ BEZERGREELSE
receivables upon the transition to IFRS 9 as at 1 SR HYFE N E 5 T IB ) B R B I N4 A R K
January 2018 was approximately RMB3,209,000. 3,209,0007T ° & E£2018F12A318 It F & -
The loss allowances further increased by FEURE 5 FOER BB B EE — SNy AR
approximately RMB13,736,000 for trade 13,736,0007T °
receivables during the year ended 31 December
2018.
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REREBBRAT

OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A=

2. ADOPTION OF INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs") (Continued)

(a) Adoption of new/revised IFRSs - effective 1
January 2018 (Continued)

IFRS 9 — Financial Instruments (“IFRS 9”) (Continued)

(ii) Impairment of financial assets (Continued)

Presentation of ECLs (Continued)

(b)

Impairment of financial assets included in
prepayments, deposits and other receivables and
amounts due from related parties

Other financial assets at amortised cost of the
Group includes financial assets included in
prepayments, deposits and other receivables and
amounts due from related parties. Applying the
ECLs model result in the recognition of ECLs
of approximately RMB796,000 on 1 January
2018 and a reduction of ECLs of approximately
RMB535,000 for the year ended 31 December
2018. No additional impairment for amounts
due from related parties as at 1 January 2018
is recognised as the amount of additional
impairment measured under the ECLs model is
immaterial.

Impairment of notes receivables at FVTOCI

No additional impairment for notes receivables as
at 1 January 2018 is recognised as the amount of
additional impairment measured under the ECLs
model is immaterial.
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For the year ended 31 December 2018 # %2018 12431 H 1L F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3R#4VE Bt #8 3R < % 8| ([ B B Bt

REPORTING STANDARDS (“IFRSs") (Continued) BHREEA ) 2
(a) Adoption of new/revised IFRSs — effective 1 (a) AT KIETERMEREE
January 2018 (Continued) Al —B2018F 1A 1A EM(#)
IFRS 9 — Financial Instruments (“IFRS 9”) (Continued) BB R &R E9% — 2T A([E
BRE} IR ERIE 9% 1) (48)
(iii) Transition (i) WELH

98

The Group has applied the transitional provision in
IFRS 9 such that IFRS 9 was generally adopted without
restating comparative information. The reclassifications
and the adjustments arising from the new ECLs
rules are therefore not reflected in the statement of
financial position as at 31 December 2017, but are
recognised in the statement of financial position on
1 January 2018. This means that differences in the
carrying amounts of financial assets resulting from the
adoption of IFRS 9 are recognised in reserves as at 1
January 2018. Accordingly, the information presented
for 2017 does not reflect the requirements of IFRS 9
but rather those of IAS 39.

The following assessments have been made on the
basis of the facts and circumstances that existed at the
date of initial application of IFRS 9:

- The determination of the business model within
which a financial asset is held; and

—  The designation of certain investments in equity
investments not held for trading as at FVTOCI.

If an investment in a debt investment had low credit
risk at the date of initial application, the Group has
assumed that the credit risk on the asset had not
increased significantly since its initial recognition.
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For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3% #4E [ Bt 7% 3R < % A ([ B B2 Bt
REPORTING STANDARDS (“IFRSs") (Continued) e |) (2

(@) Adoption of new/revised IFRSs - effective 1 (@) B REBITERMBREE

January 2018 (Continued)

IFRS 15 — Revenue from Contracts with Customers (“IFRS
157)

IFRS 15 supersedes IAS 11 Construction Contracts, IAS
18 Revenue and related interpretations. IFRS 15 has
established a five-step model to account for revenue arising
from contracts with customers. Under IFRS 15, revenue is
recognised at the amount that reflects the consideration
to which an entity expects to be entitled in exchange for
transferring goods or services to a customer.

The Group has adopted IFRS 15 using the cumulative
effect method without practical expedients. The Group has
recognised the cumulative effect of initially applying IFRS
15 as an adjustment to the opening balance of retained
earnings at the date of initial application (that is, 1 January
2018). As a result, the financial information presented for
2017 has not been restated.

(a) Presentation of contract liabilities

Under IFRS 15, a receivable is recognised only if the
group has an unconditional right to consideration.
If the group recognises the related revenue before
being unconditionally entitled to the consideration
for the promised goods and services in the contract,
then the entitlement to consideration is classified as
a contract asset. Similarly, a contract liability, rather
than a payable, is recognised when a customer pays
consideration, or is contractually required to pay
consideration and the amount is already due, before
the group recognises the related revenue. For a single
contract with the customer, either a net contract asset
or a net contract liability is presented. For multiple
contracts, contract assets and contract liabilities of
unrelated contracts are not presented on a net basis.
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For the year ended 31 December 2018 # %2018 12431 H 1L F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3R#4VE Bt #8 3R < % 8| ([ B B Bt

REPORTING STANDARDS (“IFRSs") (continued) B EAELR ) 2)
(a) Adoption of new/revised IFRSs - effective 1 (a) BT RBITBERTBREE
January 2018 (Continued) Al —B2018F 1A 1A EM(#)
IFRS 15 — Revenue from Contracts with Customers (“IFRS BB F SRR 155 —F S AR K
15”) (Continued) ([ B R 5 3R 7 2E RIS 1595 1) (&)
(a) Presentation of contract liabilities (Continued) (a) EBEVNERBE)
Reclassification was made as at 1 January 2018 to be R2018F1R1RAER T EF D% -
consistent with the terminology used under IFRS 15: LA £ [ % B 75 i 5 #E I 551558 A A9
Contract liabilities recognised in relation to contract BRERE— : AR ANERZ
with customers were previously included in “other AHBEBEBEEFARAMBMRAE
payables, receipts in advance and accrued charges” in B[ Efb fE S 3008 - FEW T8 & E st
the consolidated statement of financial position. E2H]|-
Impact on the consolidated statement of financial 2018412 A31 H 45 & Bt #5iA
position as at 31 December 2018 (increase/(decrease)): R2FEOEM Ohd)):
2018
RMB’000
AR¥T T
Current liabilities REBEE
Other payables, receipts in advance HEMpERFRIE - FBRERIE R
and accrued charges FEETE
— Contract liabilities —&HBaE 31,031
— Deposits —Be (31,031)
Total current liabilities REEEARE -
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For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3% #4E [ Bt 7% 3R < % A ([ B B2 Bt
REPORTING STANDARDS (“IFRSs") (Continued) e |) (2

(@) Adoption of new/revised IFRSs - effective 1 (@) B REBITERMBREE

January 2018 (Continued)

IFRS 15 — Revenue from Contracts with Customers (“IFRS
15”) (Continued)

Previously, revenue from sale of goods was generally
recognised at a point in time when the risks and rewards
of ownership of the goods had passed to the customers.
Under IFRS 15, revenue is recognised when the customer
obtains control of the promised good or service in the
contract. This may be at a single point in time or over time.
IFRS 15 identifies the following three situations in which
control of the promised good or service is regarded as
being transferred over time:

e  When the customer simultaneously receives and
consumes the benefits provided by the entity’s
performance, as the entity performs;

e When the entity’s performance creates or enhances an
asset (for example work in progress) that the customer
controls as the asset is created or enhanced; or

e  When the entity’s performance does not create
an asset with an alternative use to the entity and
the entity has an enforceable right to payment for
performance completed to date.

If the contract terms and the entity’s activities do not fall
into any of these 3 situations, then under IFRS 15 the entity
recognises revenue for the sale of that good or service
at a single point in time, being when control has passed.
Transfer of risks and rewards of ownership is only one of
the indicators that is considered in determining when the
transfer of control occurs.

The Group’s contracts with customers for the sale of
lithium-ion battery modules and related accessories for
mobile phones and digital electronic appliances generally
include one performance obligation. The adoption of IFRS
15 does not have a significant impact on when the Group
recognises revenue from its principal activities.
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For the year ended 31 December 2018 # %2018 12431 H 1L F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3R#4VE Bt #8 3R < % 8| ([ B B Bt

REPORTING STANDARDS (“IFRSs") (continued) B EAELR ) 2)

(a) Adoption of new/revised IFRSs — effective 1 (a) BT RBITBERTBREE
January 2018 (Continued) Al —B2018F 1A 1A EM(#)
IFRS 15 — Revenue from Contracts with Customers (“IFRS BB F SRR 155 —F S AR K
15”) (Continued) ([ EIRR BT 7 3R 5 2E R 1595 ) (48)
Details of the new significant accounting policies and the BEEAEEREE L EREHIHERSE
nature of the changes to previous accounting policies in BUR KBRS RE EE TR
relation to the Group’s various goods and services are set mr
out below:

Nature of the goods or services,

satisfaction of performance Nature of change in accounting

obligations and payment terms policy and impact on 1 January 2018
Product/service BmBRETE  BOSE B BREBHME
B R% RAT IR KA2018F181B 2%
Sale of lithium-ion Customers obtain control of the Right of return
battery modules and products when the goods are delivered Under IAS 18, revenue for these contracts
related accessories to and have been accepted. Revenue was recognised when a reasonable
for mobile phones is thus recognised upon when the estimate of the returns could be made,
and digital electronic customers accepted the products. There provide that all other revenue recognition
appliances. is generally only one performance criteria are met. If a reasonable estimate
(Representing segment obligation. Invoices are usually payable could not be made, such revenue would
turnover in “ODM within 60-90 days. be deferred until the return period lapsed
business”, “Own-brand EEREmBERN A EERESER or a reasonable estimate could be made.
business” and” Bare AR o BmUEs pA R P U B i BE®
battery cell business”) ERER - BEER-EBHNEME - B#F BIREIR TR 1858 - ZZEEH 2
HETFHRRBIEHEE T BEAER0EEI0R AT ° @R AMER A IBR B MR - BliRE
= mm V2 RE T AR AR & PR B s R IR - WA
KARRARC I - BRI  ZREHGRIEEREHIN
(HHERIODMETS] - H A EH A BT AL
[BAmEER IR EK
e AbR=Y = ok =)
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For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 5 4 B B Bf 7% 3§ 45 2= BI ([ B B2 Bt

REPORTING STANDARDS (“IFRSs") (Continued) A ) )
(a) Adoption of new/revised IFRSs - effective 1 (a) B HsT  SETERME®REE
ST ZAV (Germiinties) Bl—E2018F1 81 A £M(#)

IFRS 15 — Revenue from Contracts with Customers (“IFRS

15”) (Continued)

Product/service

Em/ RE

Nature of the goods or services,
satisfaction of performance
obligations and payment terms
ARBREME  BHREE
AR

BB A R e BRI FE 155 — & F & [E K 2
([ BT 75 2R & 22 RIZE 1535 1) (48)

Nature of change in accounting
policy and impact on 1 January 2018
B ERRSBMHE

KR2018F1A1B 2%

Right of return

Some of the Group’s contracts with
customers from the sale of product
provides customers a right of return (a
right to exchange another product of
the same type, quality, condition and
price). These rights of return do not
allow the returned goods to be refund
in cash.

RERE
REEHOMHEERERTPI LA
AmMEPRE-ERERE (RS —1H
HREEE B2 R R EBREmMEE
M) o ZEREEN A RO mRESR
%o

Under IFRS 15, right of return gives rise
to variable consideration. The variable
consideration is estimated at contract
inception and constrained until the
associated uncertainty is subsequently
resolved. The application of the constraint
on variable consideration increases the
amount of revenue that will be deferred.
In addition, a refund liability and a right
to recover returned goods assets are
recognised.
RIRBIRR B TE 3R R 155 - RERE
EAFERE - I#REREHNRBRG
st WRRE - BEEABETHABERAR
R LE o TR (E e DN PR 1638 iR AT
Was &8 o 1LA - TMERIR KA E R
RECmMEER -
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For the year ended 31 December 2018 # %2018 12431 H 1L F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3R#4VE Bt #8 3R < % 8| ([ B B Bt
REPORTING STANDARDS (“IFRSs") (Continued) FEEEXA |) o)

(a) Adoption of new/revised IFRSs - effective 1 (a) BT RBITBERTBREE
January 2018 (Continued) Al —B2018F 1A 1A EM(#)

104

IFRS 15 — Revenue from Contracts with Customers (“IFRS

15”) (Continued)

Product/service

Em/R%

Nature of the goods or services,
satisfaction of performance
obligations and payment terms
AmBRENE BREE
SERES SN

BB B R & BRI E 1559 — & P &K 2
([ EIRR R B 3R & 2E R 1555 1) (48

Nature of change in accounting
policy and impact on 1 January 2018
BRSPS

KR2018F1A1B 2%

Warranty

Some of the Group’s contracts with
customers from the sale of product
provides standard warranty service for
defective goods to assure that the
product sold complies with the agreed-
upon specifications within 6 months
following the date of delivery.

RE
REBEHDHEEMI TP &K BRI
EmRHEERERY - UBRELE
mAER T B AR 618 A AR & £ E B
1% o

Impact

The adoption of IFRS 15 does not result
in significant impact on the Group's
accounting policies, as an exchange by
customers of one product for another

of the same type, quality, condition

and price (for example, exchanging the
product for one of a different colour or
size) is not considered a return for the
purposes of applying IFRS 15.

ve

SR B BT 3R 5 A 5 1 5930 AR
EestBRERBERTE  HREP’
—BEMmBERSEREE B8 MRk
BB - EEMERATREGIRT
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SCUD GROUP LIMITED
REREBBRAT

_ == OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3% #4E [ Bt 7% 3R < % A ([ B B2 Bt

REPORTING STANDARDS (“IFRSs") (continued) B EZAER| ) @)
(@) Adoption of new/revised IFRSs - effective 1 (@) B REBITERMBREE
January 2018 (Continued) Al—H2018F1B1HEM(E)
IFRS 15 — Revenue from Contracts with Customers (“IFRS BB R iR R E 15— FF A A K
15”) (Continued) ([ ERR 1 7% 3 & 2E R 1595 |) (#5)
Nature of the goods or services,
satisfaction of performance Nature of change in accounting
obligations and payment terms policy and impact on 1 January 2018
Product/service HmBRETE  BHASE B BREBHE
Em/ R R4S FRARTR RA2018F181BZ¥
Warranty

Prior to the adoption of IFRS 15, warranty
was accounted under IAS 37. Under IFRS
15, warranty gives rise to a separate
performance obligation if a warranty
provides a customer with a service in
addition to the assurance that the product
complies with agreed-upon specifications.
Therefore, an entity shall allocate the
transaction price to the product and the
service.

&

PAERAN BUFR B TS s A 2 R B 1 SR AT - RIS
TR R &5 ERIE375REST < RIRE
BRI TSRS R SE 155 - WIRIEARF
HEGLRR IR E m T & AUTE B ARG 2 SN AR
% REEEBUINBHNELT At &
BEKRZEBERDEEEmMMR -
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TATEMENTS : =

2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3R#4VE Bt #8 3R < % 8| ([ B B Bt

106

REPORTING STANDARDS (“IFRSs") (Continued)

(a) Adoption of new/revised IFRSs - effective 1
January 2018 (Continued)

IFRS 15 — Revenue from Contracts with Customers (“IFRS

15”) (Continued)

Product/service

Em BR%

Nature of the goods or services,
satisfaction of performance
obligations and payment terms
ARIRENE  BOEE

KA TR

BwERER D @)
(a) RMHFT EBTEARHYREE

Bl—H2018F1B1BER (&)

BB B R & BRI E 1559 — & P &K 2
([ EIRR A 7 3R & 22 R 1555 ) (A8

Nature of change in accounting
policy and impact on 1 January 2018
B BREBMHE

RR2018F1 1A ZRE

Processing income
(included in "Others"
business segment)
MIWA (B HA ]
EBHE)

Revenue is recognised over time as those
processing services are provided. Invoices
are usually payable within 60-90 days.

W g BE R 4 00 T AR5 &) — ER B el O
R o BEBEERE60HEI0HAX AT o

Impact

The adoption of IFRS 15 does not result
in significant impact on the Group's
accounting policies as an assurance-
type warranty does not give arise to an
additional performance obligation.

2

ERANBIRR B 75 3R 5 2E RIS SOk W B AR &
B S BOREKREATE - THANMRED
RIEWTEEBINEHRE -

Impact

IFRS 15 did not result in significant impact
on the Group’s accounting policies. Same
as above, upon the adoption of IFRS 15,
the Group has to made reclassification
from trade and other receivables to
contract assets since under IFRS 15,

if there is any satisfied performance
obligation but where the entity does

not have an unconditional right to
consideration, an entity should recognise
a contract asset.

ve

BB B T 3R B 51 SSR 3 SR AR E Y
BEBRRELEATE - H HER - R
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For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3% #4E [ Bt 7% 3R < % A ([ B B2 Bt
REPORTING STANDARDS (“IFRSs") (Continued) e |) (2

(@) Adoption of new/revised IFRSs - effective 1 (@) B REBITERMBREE

January 2018 (Continued)

Amendments IFRS 15 — Revenue from Contracts with
Customers (Clarifications to IFRS 15)

The amendments to IFRS 15 included clarifications on
identification of performance obligations; application of
principal versus agent; licenses of intellectual property; and
transition requirements.

The adoption of these amendments has no impact on
these financial statements as the Group had not previously
adopted IFRS 15 and took up the clarifications in this, its
first, year.

Amendments to IAS 40, Investment Property — Transfers
of Investment Property

The amendments clarify that to transfer to or from
investment properties there must be a change in use and
provides guidance on making this determination. The
clarification states that a change of use will occur when
a property meets, or ceases to meet, the definition of
investment property and there is supporting evidence that a
change has occurred.

The amendments also re-characterise the list of evidence in
the standard as a non-exhaustive list, thereby allowing for
other forms of evidence to support a transfer.

The adoption of these amendments has no impact on these
financial statements as the clarified treatment is consistent
with the manner in which the Group has previously
assessed transfers.

Bl —H2018F1 1B £ (&)
BIRE A IR A E RS 155 (1557 4) — &5
BRI 25 (B BB 7 3R K B 1555 2 %
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For the year ended 31 December 2018 %2018 12 731H 1F F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3R#4VE Bt #8 3R < % 8| ([ B B Bt
REPORTING STANDARDS (“IFRSs") (Continued) FEREAER |)(z)

(a) Adoption of new/revised IFRSs - effective 1 (a) BT RBITBERTBREE

108

January 2018 (Continued)

IFRIC=Int 22 - Foreign Currency Transactions and
Advance Consideration

The Interpretation provides guidance on determining the
date of the transaction for determining an exchange rate
to use for transactions that involve advance consideration
paid or received in a foreign currency and the recognition
of a non-monetary asset or non-monetary liability. The
Interpretations specifies that the date of the transaction
for the purpose of determining the exchange rate to use
on initial recognition of the related asset, expense or
income (or part thereof) is the date on which the entity
initially recognises the non-monetary asset or non-monetary
liability arising from the payment or receipt of advance
consideration.

The adoption of these amendments has no impact on these
financial statements as the Group has not paid or received
advance consideration in a foreign currency.
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For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3% #4E [ Bt 7% 3R < % A ([ B B2 Bt

REPORTING STANDARDS (“IFRSs") (continued) HEEZER ] 2)

(b) New/revised IFRSs that have been issued but are (b) BB RERZERT ST EIBR &
not yet effective &2
The following new/revised IFRSs, potentially relevant to LA AT RE AN BB ARk B 2 515]
the Group's financial statements, have been issued, but RAS TR PR B 75 il 5 YE B 48 2 38 {8 18 R
are not yet effective and have not been early adopted by HWEBWEEREFEREEN  KEH
the Group. The Group’s current intention is to apply these BRIBEERNZEEHENE A ERALSE
changes on the date they become effective. & o
IFRS 16 Leases'
B I B 75 s o 2R R B 16557 HE
IFRIC-Int 23 Uncertainty over Income Tax Treatments'
B ERBE g2 BE23% FriS i Ba T2 /) e 1!
Amendments to IFRS 9 Prepayment Features with Negative Compensation’
BB B 75 3 5 AE BN 22 95 (1ERTAR) BEME AR
Amendments to IAS 28 Long-term Interests in Associates and Joint Ventures'
BIFR & 52 RIS 285% (IE5TAN) REERRIREEREZ RARER
Annual Improvements to IFRSs 2015-2017 Cycle Amendments to IFRS 3, Business Combinations'

BB 15 S £ RI20155F — 20175 AR FEMCE B P B 7 S 5 R R B 358 (1B 7T AR E /g &

Annual Improvements to IFRSs 2015-2017 Cycle Amendments to IFRS 11, Joint Arrangements'
B B 5 5 42 RI20156F — 20176 A 2 FESUE BIFR A SRS R 1 158 (BFTAN) & B B

Annual Improvements to IFRSs 2015-2017 Cycle Amendments to IAS 12, Income Taxes'

B A S R 5 22 RI20155F — 20175 A FEHGE B &t RIFE 1258 (BRTAS) PRISHL

Annual Improvements to IFRSs 2015-2017 Cycle Amendments to IAS 23, Borrowing Costs’
BIR BA T3R5 22 RI201 55 — 2017 BB 2 FE it BIFR & 52 RIS 235% (IEATAN) BB R

Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and

BB B R RS E RS 1055 K BB 2 5T 22 I [ 55 285% (85T its Associate or Joint Venture?

) REEREBRLRARAELOEHES T AEE?

' Effective for annual periods beginning on or after 1 T OR2019F 1 AR RFEIAE FE
January 2019 HAFR A 3K

2 The amendments were originally intended to be 2 BEIARRER2017F1A1 E%Z?ﬁ
effective for periods beginning on or after 1 January Fﬂﬁﬁﬁ’\]?ﬁ?ﬁﬁ%%& ° Eﬁ(ﬂ?,ﬁﬁﬁaﬁu\a‘ﬁ
2017. The effective date has now been deferred/ B EUH o IRP BB ETINERE -

removed. Early application of the amendments
continue to be permitted.
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2. ADOPTION OF INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs") (Continued)

(b) New/revised IFRSs that have been issued but are

2. BRANERR B %5 R 5 22 A (] B B Bt
BHREEA ) )

(b) BEMENKRERZHET ISR BB

110

not yet effective (Continued)
IFRS 16 — Leases

IFRS 16, which upon the effective date will supersede
IAS 17 “Leases” and related interpretations, introduces a
single lessee accounting model and requires a lessee to
recognise assets and liabilities for all leases with a term
of more 12 months, unless the underlying asset is of low
value. Specifically, under IFRS 16, a lessee is required to
recognise a right-of-use asset representing its right to use
the underlying leased asset and a lease liability representing
its obligation to make lease payments. Accordingly, a lessee
should recognise depreciation of the right-of use asset
and interest on the lease liability, and also classifies cash
repayments of the lease liability into a principal portion
and an interest portion and presents them in the statement
of cash flows. Also, the right-of-use asset and the lease
liability are initially measured on a present value basis. The
measurement includes non-cancellable lease payments and
also includes payments to be made in optional periods if
the lessee is reasonably certain to exercise an option to
extend the lease, or to exercise an option to terminate the
lease. This accounting treatment is significantly different
from the lessee accounting for leases that are classified as
operating leases under the predecessor standard, IAS 17.

In respect of the lessor accounting, IFRS 16 substantially
carries forward the lessor accounting requirements in IAS
17. Accordingly, a lessor continues to classify its leases as
operating leases or finance leases, and to account for those
two types of leases differently.

As at 31 December 2018, the Group had non-
cancellable operating lease commitments of approximately
RMB26,082,000 as disclosed in Note 37. A preliminary
assessment indicates that these arrangements will meet the
definition of a lease under IFRS 16, and hence the Group
will recognise a right-of-use asset and a corresponding
liability in respect of all these leases unless they qualify
for low value or short-term leases upon the application of
IFRS 16. In addition, the application of new requirements
may result in changes in measurement, presentation and
disclosure as indicated above. However, it is not practicable
to provide a reasonable estimate of the financial effect until
the Directors complete a detailed review.
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For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3% #4E [ Bt 7% 3R < % A ([ B B2 Bt
REPORTING STANDARDS (“IFRSs") (Continued) e |) (2

(b) New/revised IFRSs that have been issued but are (b) BB RERZERT ST EIBR &

not yet effective (Continued)

IFRIC-Int 23 — Uncertainty over Income Tax Treatments

The Interpretation supports the requirements of 1AS 12,
Income Taxes, by providing guidance over how to reflect
the effects of uncertainty in accounting for income taxes.
Under the Interpretation, the entity shall determine whether
to consider each uncertain tax treatment separately or
together based on which approach better predicts the
resolution of the uncertainty. The entity shall also assume
the tax authority will examine amounts that it has a
right to examine and have full knowledge of all related
information when making those examinations. If the entity
determines it is probable that the tax authority will accept
an uncertain tax treatment, then the entity should measure
current and deferred tax in line with its tax filings. If the
entity determines it is not probable, then the uncertainty
in the determination of tax is reflected using either the
“most likely amount” or the “expected value” approach,
whichever better predicts the resolution of the uncertainty.

Amendments to IFRS 9 — Prepayment Features with
Negative Compensation

The amendments clarify that prepayable financial assets
with negative compensation can be measured at amortised
cost or at FVTOCI if specified conditions are met — instead
of at FVTPL.

Amendments to IAS 28 — Long-term interests in
Associates and Joint Ventures

The amendment clarifies that IFRS 9 applies to long-term
interests (“LTI"”) in associates or joint ventures which form
part of the net investment in the associates or joint ventures
and stipulates that IFRS 9 is applied to these LTI before the
impairment losses guidance within IAS 28.
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2. ADOPTION OF INTERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRSs") (Continued)

(b) New/revised IFRSs that have been issued but are

2. BRANERR B %5 R 5 22 A (] B B Bt
BHREEA ) )

(b) BEMENKRERZHET ISR BB
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not yet effective (Continued)

Annual Improvements to IFRSs 2015-2017 Cycle -
Amendments to IFRS 3, Business Combinations

The amendments issued under the annual improvements
process make small, non-urgent changes to standards
where they are currently unclear. They include amendments
to IFRS 3 which clarifies that when a joint operator of a
business obtains control over a joint operation, this is a
business combination achieved in stages and the previously
held equity interest should therefore be remeasured to its
acquisition date fair value.

Annual Improvements to IFRSs 2015-2017 Cycle —
Amendments to IFRS 11, Joint Arrangements

The amendments issued under the annual improvements
process make small, non-urgent changes to standards
where they are currently unclear. They include amendments
to IFRS 11 which clarify that when a party that participates
in, but does not have joint control of, a joint operation
which is a business and subsequently obtains joint control
of the joint operation, the previously held equity interest
should not be remeasured to its acquisition date fair value.

Annual Improvements to IFRSs 2015-2017 Cycle -
Amendments to IAS 12, Income Taxes

The amendments issued under the annual improvements
process make small, non-urgent changes to standards
where they are currently unclear. They include amendments
to IAS 12 which clarify that all income tax consequences of
dividends are recognised consistently with the transactions
that generated the distributable profits, either in profit or
loss, other comprehensive income or directly in equity.
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2. ADOPTION OF INTERNATIONAL FINANCIAL 2. 3% #4E [ Bt 7% 3R < % A ([ B B2 Bt
REPORTING STANDARDS (“IFRSs") (Continued) e |) (2

(b) New/revised IFRSs that have been issued but are (b) BB RERZERT ST EIBR &

not yet effective (Continued)

Annual Improvements to IFRSs 2015-2017 Cycle -
Amendments to IAS 23, Borrowing Costs

The amendments issued under the annual improvements
process make small, non-urgent changes to standards
where they are currently unclear. They include amendments
to IAS 23 which clarifies that a borrowing made specifically
to obtain a qualifying asset which remains outstanding after
the related qualifying asset is ready for its intended use
or sale would become part of the funds an entity borrows
generally and therefore included in the general pool.

Amendments to IFRS 10 and |IAS 28 - Sale or
Contribution of Assets between an Investor and its
Associate or Joint Venture

The amendments clarify the extent of gains or losses to be
recognised when an entity sells or contributes assets to its
associate or joint venture. When the transaction involves
a business the gain or loss is recognised in full, conversely
when the transaction involves assets that do not constitute
a business the gain or loss is recognised only to the extent
of the unrelated investors' interests in the joint venture or
associate.

The Group is not yet in a position to state whether these
new pronouncements will result in substantial changes to
the Group’s accounting policies and financial statements.
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3. BASIS OF PRESENTATION

114

(a)

(b)

(c)

Statement of compliance

The financial statements have been prepared in accordance
with all applicable IFRSs, International Accounting Standards
("IASs”) issued by the IASB and Interpretations issued
by the International Financial Reporting Interpretations
Committee of the IASB (hereinafter collectively referred
to as the “IFRS”) and the disclosure requirements of the
Hong Kong Companies Ordinance. In addition, the financial
statements include applicable disclosures required by the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited.

Basis of measurement

The financial statements have been prepared under the
historical cost basis except for certain properties and
financial instruments, which are measured at fair values as
explained in the accounting policies set out below.

Functional and presentation currency

The financial statements are presented in Chinese Renminbi
(“RMB"), which is the same as the functional currency of
the Company.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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4. SIGNIFICANT ACCOUNTING POLICIES

(a) Business combination and basis of consolidation

4. EXETHBER
(a) EBEHRGEHE

The consolidated financial statements comprise the financial
statements of the Company and its subsidiaries (“the
Group”). Inter-company transactions and balances between
group companies together with unrealised profits are
eliminated in full in preparing the consolidated financial
statements. Unrealised losses are also eliminated unless the
transaction provides evidence of impairment on the asset
transferred, in which case the loss is recognised in profit or
loss.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement of
comprehensive income from the dates of acquisition or up
to the dates of disposal, as appropriate. Where necessary,
adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with
those used by other members of the Group.

Acquisition of subsidiaries or businesses is accounted for
using the acquisition method. The cost of an acquisition is
measured at the aggregate of the acquisition-date fair value
of assets transferred, liabilities incurred and equity interests
issued by the Group, as the acquirer. The identifiable assets
acquired and liabilities assumed are principally measured
at acquisition-date fair value. The Group’s previously
held equity interest in the acquiree is re-measured at
acquisition-date fair value and the resulting gains or losses
are recognised in profit or loss. The Group may elect, on
a transaction-by-transaction basis, to measure the non-
controlling interests that represent present ownership
interests in the subsidiary either at fair value or at the
proportionate share of the acquiree’s identifiable net assets.
All other non-controlling interests are measured at fair value
unless another measurement basis is required by IFRSs.
Acquisition-related costs incurred are expensed unless they
are incurred in issuing equity instruments in which case the
costs are deducted from equity.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)
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(a)

(b)

Business combination and basis of consolidation
(Continued)

Any contingent consideration to be transferred by the
acquirer is recognised at acquisition-date fair value.
Subsequent adjustments to consideration are recognised
against goodwill only to the extent that they arise from
new information obtained within the measurement period
(@ maximum of 12 months from the acquisition date) about
the fair value at the acquisition date. All other subsequent
adjustments to contingent consideration classified as an
asset or a liability are recognised in profit or loss.

When the Group loses control of a subsidiary, the profit
or loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and
(ii) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-
controlling interest. Amounts previously recognised in other
comprehensive income in relation to the subsidiary are
accounted for in the same manner as would be required if
the relevant assets or liabilities were disposed of.

Subsequent to acquisition, the carrying amount of non-
controlling interests that represent present ownership
interests in the subsidiary is the amount of those interests
at initial recognition plus such non-controlling interest’s
share of subsequent changes in equity. Total comprehensive
income is attributed to such non-controlling interests even
if this results in those non-controlling interests having a
deficit balance.

Subsidiaries

A subsidiary is an investee over which the Company is able
to exercise control. The Company controls an investee if all
three of the following elements are present: power over
the investee, exposure, or rights, to variable returns from
the investee, and the ability to use its power to affect those
variable returns. Control is reassessed whenever facts and
circumstances indicate that there may be a change in any
of these elements of control.

TATEMENTS
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b) Subsidiaries (Continued)

(c)

In the Company’'s statement of financial position,
investments in subsidiaries are stated at cost less impairment
loss, if any. The results of subsidiaries are accounted for
by the Company on the basis of dividend received and
receivable.

Goodwill

Goodwill is initially recognised at cost being the excess of
the aggregate of consideration transferred and the amount
recognised for non-controlling interests over the fair value
of identifiable assets, liabilities and contingent liabilities
acquired.

Where the fair value of identifiable assets, liabilities and
contingent liabilities exceed the fair value of consideration
paid, the excess is recognised in profit or loss on the
acquisition date, after re-assessment.

Goodwill is measured at cost less impairment losses. For
the purpose of impairment testing, goodwill arising from
an acquisition is allocated to each of the relevant cash-
generating units that are expected to benefit from the
synergies of the acquisition. A cash-generating unit to
which goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the unit
may be impaired.

For goodwill arising on an acquisition in a financial year,
the cash-generating unit to which goodwill has been
allocated is tested for impairment before the end of that
financial year. When the recoverable amount of the cash-
generating unit is less than the carrying amount of the
unit, the impairment loss is allocated to reduce the carrying
amount of any goodwill allocated to the unit first, and then
to the other assets of the unit pro-rata on the basis of the
carrying amount to each asset in the unit. Any impairment
loss for goodwill is recognised in profit or loss and is not
reversed in subsequent periods.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d)

118

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and accumulated impairment
losses.

The cost of property, plant and equipment includes its
purchase price and the costs directly attributable to the
acquisition of the items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other
repairs and maintenance are recognised as an expense in
profit or loss during the financial period in which they are
incurred.

Property, plant and equipment are depreciated so as to
write off their cost or valuation net of expected residual
value over their estimated useful lives on a straight-line
basis. The useful lives, residual value and depreciation
method are reviewed, and adjusted if appropriate, at
the end of each reporting period. The useful lives are as
follows:

Leasehold land and buildings held for  Over the lease term
own use under finance leases

Plant and machinery 10%

Motor vehicles 20%

Electronic equipment, furniture and 20%
fixtures

Moulds 20%-33.33%

Leasehold improvements 10%
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d) Property, plant and equipment (Continued)

(e)

Construction in progress is stated at cost less impairment
losses. Cost comprises direct costs of construction as
well as borrowing costs capitalised during the periods of
construction and installation. Capitalisation of these costs
ceases and the construction in progress is transferred to the
appropriate class of property, plant and equipment when
substantially all the activities necessary to prepare the assets
for their intended use are completed. No depreciation is
provided for in respect of construction in progress until it is
completed and ready for its intended use.

An asset is written down immediately to its recoverable
amount if its carrying amount is higher than the asset’s
estimated recoverable amount.

The gain or loss on disposal of an item of property, plant
and equipment is the difference between the net sale
proceeds and its carrying amount, and is recognised in
profit or loss on disposal.

Investment property

Investment property is property held either to earn rentals
or for capital appreciation or for both, but not held for sale
in the ordinary course of business, use in the production or
supply of goods or services or for administrative purposes.
Investment property is initially measured at cost, including
any directly attributable expenditure. Subsequent to initial
recognition, investment property is stated at cost less
subsequent accumulated depreciation and any accumulated
impairment losses. Depreciation is recognised so as to write
off the cost of investment property over its estimated useful
life and after taking into account of its estimated residual
value, using the straight-line method.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use or no future economic benefits are expected from
its disposal. Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included
in the profit or loss in the period in which the item is
derecognised.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)
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(e)

(f)

Investment property (Continued)

When the Group holds a property interest under an
operating lease to earn rental income, the Group chooses
not to classify and account for these property interests as
investment property.

Leasing

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

The Group as lessor

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of the
relevant lease. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying
amount of the leased asset and recognised as an expense
on the straight-line basis over the lease term.

The Group as lessee

Assets held under finance leases are initially recognised
as assets at their fair value or, if lower, the present value
of the minimum lease payments. The corresponding lease
commitment is shown as a liability. Lease payments are
analysed between capital and interest. The interest element
is charged to profit or loss over the period of the lease and
is calculated so that it represents a constant proportion of
the lease liability. The capital element reduces the balance
owed to the lessor.

The total rentals payable under the operating leases are
recognised in profit or loss on a straight-line basis over the
lease term. Lease incentives received are recognised as an
integrated part of the total rental expense, over the term of
the lease.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Intangible assets

(i)

(ii)

Acquired intangible assets

Intangible assets acquired separately are initially
recognised at cost. The cost of intangible assets
acquired in a business combination is fair value at
the date of acquisition. Subsequently, intangible
assets with finite useful lives are carried at cost less
accumulated amortisation and accumulated impairment
losses.

Amortisation is provided on a straight-line basis over
their useful lives as follows. Intangible assets with
indefinite useful lives are carried at cost less any
accumulated impairment losses. The amortisation
expense is recognised in profit or loss and included in
administrative expenses.
Software 3-5 years
Internally generated intangible assets (research
and development costs)

Expenditure on internally developed products is
capitalised if it can be demonstrated that:

it is technically feasible to develop the product
for it to be sold;

—  adequate resources are available to complete the
development;

—  there is an intention to complete and sell the
product;

—  the Group is able to sell the product;
—  sale of the product will generate future economic

benefits; and expenditure on the project can be
measured reliably.

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

122

(g) Intangible assets (Continued)

(ii)

(iif)

Internally generated intangible assets (research
and development costs) (Continued)

Capitalised development costs are amortised over
the periods the Group expects to benefit from selling
the products developed. The amortisation expense is
recognised in profit or loss and included in cost of
sales.

Development expenditure not satisfying the above
criteria and expenditure on the research phase of
internal projects are recognised in profit or loss as
incurred.

Impairment

Intangible assets with indefinite useful lives and
intangible assets not yet available for use are tested
for impairment annually by comparing their carrying
amounts with their recoverable amounts, irrespective
of whether there is any indication that they may
be impaired. If the recoverable amount of an asset
is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its
recoverable amount.

(h) Financial Instruments (accounting policies
applied from 1 January 2018)

(i)

Financial assets

A financial asset (unless it is a trade receivable without
a significant financing component) is initially measured
at fair value plus, for an item not at FVTPL, transaction
costs that are directly attributable to its acquisition or
issue. A trade receivable without a significant financing
component is initially measured at the transaction
price.

All regular way purchases and sales of financial assets
are recognised on the trade date, that is, the date
that the Group commits to purchase or sell the asset.
Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within
the period generally established by regulation or
convention in the market place.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(h) Financial Instruments (accounting policies
applied from 1 January 2018) (Continued)

(i)

Financial assets (Continued)

Financial assets with embedded derivatives are
considered in their entirely when determining whether
their cash flows are solely payment of principal and
interest.

Debt instruments

Subsequent measurement of debt instruments depends
on the Group’s business model for managing the asset
and the cash flow characteristics of the asset. There
are two measurement categories into which the Group
classifies its debt instruments:

Amortised cost: Assets that are held for collection
of contractual cash flows where those cash flows
represent solely payments of principal and interest
are measured at amortised cost. Financial assets at
amortised cost are subsequently measured using
the effective interest rate method. Interest income,
foreign exchange gains and losses and impairment are
recognised in profit or loss. Any gain on derecognition
is recognised in profit or loss.

FVTOCI: Assets that are held for collection of
contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent solely
payments of principal and interest, are measured at
FVTOCI. Debt investments at FVTOCI are subsequently
measured at fair value. Interest income calculated
using the effective interest rate method, foreign
exchange gains and losses and impairment are
recognised in profit or loss. Other net gains and losses
are recognised in other comprehensive income. On
derecognition, gains and losses accumulated in other
comprehensive income are reclassified to profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES
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(h) Financial Instruments (accounting policies
applied from 1 January 2018) (Continued)

(i)

(i)

Financial assets (Continued)
Equity instruments

On initial recognition of an equity investment that is
not held for trading, the Group could irrevocably elect
to present subsequent changes in the investment'’s fair
value in other comprehensive income. This election is
made on an investment-by-investment basis. Equity
investments at FVTOCI are measured at fair value.
Dividend income are recognised in profit or loss unless
the dividend income clearly represents a recovery of
part of the cost of the investments. Other net gains
and losses are recognised in other comprehensive
income and are not reclassified to profit or loss.
All other equity instruments are classified as FVTPL,
whereby changes in fair value, dividends and interest
income are recognised in profit or loss.

Impairment loss on financial assets

The Group recognises loss allowances for ECLs
on trade receivables, financial assets measured at
amortised cost and debt investments measured at
FVTOCI. The ECLs are measured on either of the
following bases: (1) 12-months ECLs: these are the
ECLs that result from possible default events within
the 12 months after the reporting date: and (2)
lifetime ECLs: these are ECLs that result from all
possible default events over the expected life of a
financial instrument. The maximum period considered
when estimating ECLs is the maximum contractual
period over which the Group is exposed to credit risk.

ECLs are a probability-weighted estimate of credit
losses. Credit losses are measured as the difference
between all contractual cash flows that are due to
the Group in accordance with the contract and all
the cash flows that the Group expects to receive. The
shortfall is then discounted at an approximation to the
assets’ original effective interest rate.
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4. SIGNIFICANT ACCOUNTING POLICIES 4. EASHBE 2
(Continued)
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(h) Financial Instruments (accounting policies
applied from 1 January 2018) (Continued)

(i)

Impairment loss on financial assets (Continued)

The Group has elected to measure loss allowances
for trade receivables and financial assets included in
prepayments, deposits and other receivables using
IFRS 9 simplified approach and has calculated ECLs
based on lifetime ECLs. The Group has established a
provision matrix that is based on the Group’s historical
credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic
environment.

For other debt financial assets, the ECLs are based on
the 12-months ECLs. However, when there has been a
significant increase in credit risk since origination, the
allowance will be based on the lifetime ECLs.

When determining whether the credit risk of a
financial asset has increased significantly since initial
recognition and when estimating ECLs, the Group
considers reasonable and supportable information
that is relevant and available without undue cost or
effort. This includes both quantitative and qualitative
information analysis, based on the Group’s historical
experience and informed credit assessment and
including forward-looking information.

The Group assumes that the credit risk on a financial
asset has increased significantly if it is more than 30
days past due.

The Group considers a financial asset to be credit-
impaired when: (1) the borrower is unlikely to pay
its credit obligations to the Group in full, without
recourse by the Group to actions such as realising
security (if any is held); or (2) the financial asset is
more than 365 days past due.

Interest income on credit-impaired financial assets is
calculated based on the amortised cost (i.e. the gross
carrying amount less loss allowance) of the financial
asset. For non credit-impaired financial assets interest
income is calculated based on the gross carrying
amount.
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(h) Financial Instruments (accounting policies
applied from 1 January 2018) (Continued)

(iii) Financial liabilities

(iv)

The Group classifies its financial liabilities, depending
on the purpose for which the liabilities were incurred.
Financial liabilities at FVTPL are initially measured at
fair value and financial liabilities at amortised costs
are initially measured at fair value, net of directly
attributable costs incurred.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade
and other payables, financial liabiltiies included in other
payables, receipts in advance and accrued charges,
borrowings, amounts due to related parties and
amounts due to directors are subsequently measured
at amortised cost, using the effective interest method.
The related interest expense is recognised in profit or
loss.

Gains or losses are recognised in profit or loss when
the liabilities are derecognised as well as through the
amortisation process.

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial asset or
financial liability and of allocating interest income
or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts
estimated future cash receipts or payments through
the expected life of the financial asset or liability, or
where appropriate, a shorter period.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(h) Financial Instruments (accounting policies
applied from 1 January 2018) (Continued)

(v)

(vi)

Equity instruments

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

Derecognition

The Group derecognises a financial asset when the
contractual rights to the future cash flows in relation
to the financial asset expire or when the financial
asset has been transferred and the transfer meets the
criteria for derecognition in accordance with IFRS 9.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires.

Where the Group issues its own equity instruments
to a creditor to settle a financial liability in whole
or in part as a result of renegotiating the terms of
that liability, the equity instruments issued are the
consideration paid and are recognised initially and
measured at their fair value on the date the financial
liability or part thereof is extinguished. If the fair value
of the equity instruments issued cannot be reliably
measured, the equity instruments are measured
to reflect the fair value of the financial liability
extinguished. The difference between the carrying
amount of the financial liability or part thereof
extinguished and the consideration paid is recognised
in profit or loss for the year.
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4. SIGNIFICANT ACCOUNTING POLICIES
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(i) Financial Instruments (accounting policies
applied until 31 December 2017)

The group has applied IFRS 9 retrospectively, but has

elected not to restate comparative information. Accordingly,

the comparative financial information provided continues to

be accounted for in accordance with the group’s previous

accounting policy.

(i)

Financial assets

The Group classifies its financial assets at initial
recognition, depending on the purpose for which
the asset was acquired. Financial assets at FVTPL
are initially measured at fair value and all other
financial assets are initially measured at fair value
plus transaction costs that are directly attributable to
the acquisition of the financial assets. Regular way
purchases or sales of financial assets are recognised
and derecognised on a trade date basis. A regular way
purchase or sale is a purchase or sale of a financial
asset under a contract whose terms require delivery of
the asset within the time frame established generally
by regulation or convention in the marketplace
concerned.

Loans and receivables

These assets are non-derivative financial assets with
fixed or determinable payments that are not quoted
in an active market. They arise principally through
the provision of goods and services to customers
(trade debtors), and also incorporate other types of
contractual monetary asset. Subsequent to initial
recognition, they are carried at amortised cost using
the effective interest method, less any identified
impairment losses.
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SCUD GROUP LIMITED
REREBBRAT

OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i) Financial Instruments (accounting policies
applied until 31 December 2017) (Continued)

(i)

(ii)

Financial assets (Continued)
Financial assets at FVTPL

These assets include financial assets held for trading.
Financial assets are classified as held for trading if they
are acquired for the purpose of sale in the near term.
Derivatives, including separated embedded derivatives,
are also classified as held for trading unless they
are designated as effective hedging instruments or
financial guarantee contracts.

Subsequent to initial recognition, financial assets at
FVTPL are measured at fair value, with changes in
fair value recognised in profit or loss in the period in
which they arise.

Impairment loss on financial assets

The Group assesses, at the end of each reporting
period, whether there is any objective evidence that
financial asset is impaired. Financial asset is impaired if
there is objective evidence of impairment as a result of
one or more events that has occurred after the initial
recognition of the asset and that event has an impact
on the estimated future cash flows of the financial
asset that can be reliably estimated. Evidence of
impairment may include:

e  significant financial difficulty of the debtor;

o a breach of contract, such as a default or
delinquency in interest or principal payments;

e granting concession to a debtor because of
debtor’s financial difficulty;

o it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation.
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(i) Financial Instruments (accounting policies
applied until 31 December 2017) (Continued)

(i)

(iii)

(iv)

Impairment loss on financial assets (Continued)
For Loans and receivables

An impairment loss is recognised in profit or loss
when there is objective evidence that the asset is
impaired, and is measured as the difference between
the asset’s carrying amount and the present value
of the estimated future cash flows discounted at the
original effective interest rate. The carrying amount
of financial asset is reduced through the use of an
allowance account. When any part of financial asset
is determined as uncollectible, it is written off against
the allowance account for the relevant financial asset.

Financial liabilities

The Group classifies its financial liabilities, depending
on the purpose for which the liabilities were incurred.
Financial liabilities at FVTPL are initially measured at
fair value and financial liabilities at amortised costs
are initially measured at fair value, net of directly
attributable costs incurred.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade
and other payables, financial liabilities included in other
payables, receipts in advance and accrued charges,
borrowings, amounts due to related parties and
amounts due to directors are subsequently measured
at amortised cost, using the effective interest method.
The related interest expense is recognised in profit or
loss.

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial asset or
financial liability and of allocating interest income
or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts
estimated future cash receipts or payments through
the expected life of the financial asset or liability, or
where appropriate, a shorter period.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)
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Financial Instruments (accounting policies
applied until 31 December 2017) (Continued)

(v) Derecognition

The Group derecognises a financial asset when the
contractual rights to the future cash flows in relation
to the financial asset expire or when the financial
asset has been transferred and the transfer meets the
criteria for derecognition in accordance with IAS 39.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires.

Where the Group issues its own equity instruments
to a creditor to settle a financial liability in whole
or in part as a result of renegotiating the terms of
that liability, the equity instruments issued are the
consideration paid and are recognised initially and
measured at their fair value on the date the financial
liability or part thereof is extinguished. If the fair value
of the equity instruments issued cannot be reliably
measured, the equity instruments are measured
to reflect the fair value of the financial liability
extinguished. The difference between the carrying
amount of the financial liability or part thereof
extinguished and the consideration paid is recognised
in profit or loss for the year.

Inventories

Inventories are initially recognised at cost, and subsequently
at the lower of cost and net realisable value. Cost comprises
all costs of purchase, costs of conversion and other costs
incurred in bringing the inventories to their present location
and condition. Cost is calculated using the weighted
average method. Net realisable value represents the
estimated selling price in the ordinary course of business
less the estimated costs necessary to make the sale.
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4. SIGNIFICANT ACCOUNTING POLICIES
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132

(k) Cash and cash equivalents

U]

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents represent short-term,
highly liquid investments which are readily convertible
into known amounts of cash and which were within three
months of maturity when acquired.

Revenue recognition (accounting policies applied
from 1 January 2018)

Revenue from contracts with customers is recognised when
control of goods or services is transferred to the customers
at an amount that reflects the consideration to which the
Group expects to be entitled in exchange for those goods
or services, excluding those amounts collected on behalf
of third parties. Revenue excludes value added tax or other
sales taxes and is after deduction of any trade discounts.

Depending on the terms of the contract and the laws that
apply to the contract, control of the goods or service may
be transferred over time or at a point in time. Control of
the goods or service is transferred over time if the Group's
performance:

° provides all of the benefits received and consumed
simultaneously by the customer;

. creates or enhances an asset that the customer
controls as the Group performs; or

e does not create an asset with an alternative use to
the Group and the Group has an enforceable right to
payment for performance completed to date.

If control of the goods or services transfers over time,
revenue is recognised over the period of the contract by
reference to the progress towards complete satisfaction
of that performance obligation. Otherwise, revenue is
recognised at a point in time when the customer obtains
control of the goods or service.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)
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(I) Revenue recognition (accounting policies applied

() WEEFT(H2018F181BEERAW

from 1 January 2018) (Continued)

When the contract contains a financing component which
provides the customer a significant benefit of financing
the transfer of goods or services to the customer for more
than one year, revenue is measured at the present value of
the amounts receivable, discounted using the discount rate
that would be reflected in a separate financing transaction
between the Group and the customer at contract inception.
Where the contract contains a financing component which
provides a significant financing benefit to the Group,
revenue recognised under that contract includes the
interest expense accreted on the contract liability under the
effective interest method. For contracts where the period
between the payment and the transfer of the promised
goods or services is one year or less, the transaction price
is not adjusted for the effects of a significant financing
component, using the practical expedient in IFRS 15.

(i) Sale of lithium-ion battery modules and related
accessories for mobile phones and digital
electronic appliances

Customers obtain control of the products when the
goods are delivered to and have been accepted.
Revenue is thus recognised upon when the customers
accepted the products. There is generally only one
performance obligation. Invoices are usually payable
within 60-90 days.

SEBE) (&)
EANEAREFIRHBE - FNEEER
mAMBNEABEME 2 BE LD - Al
WamRReENRESE  YEARAK
SERFEPRENRBZENBER ST
RERZ BEIREBEIR o A NE A RAEE
RHEABEMNS ZBRERD - AIREZ
BHERN R BRRERNEEFTEN
BRRBEMEEMNN SR - HRIHRE
BRAENERIRBE ZEHNRRER—F
KU THEN  XHEBIEREARE
MNP EETAER(ERBERMBHRE
EANFISHENEREETE) -

(i) HERARFEREFHEEFERLN
R 7 EMRA R BB

BEENEME R A EEREESE
B2 PRI o B i e i s P WU EN A
mNERER - BEES—HEEVE
fo BE@BEHENOHEI0HANX
i o

133



SCUD GROUP LIMITED
%HL;%IEBE"T

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

g O

nJ\

S IR R AR I EE

For the year ended 31 December 2018 # %2018 12431 H 1L F/Z

4. SIGNIFICANT ACCOUNTING POLICIES
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(I) Revenue recognition (accounting policies applied
from 1 January 2018) (Continued)

(i)

Sale of lithium-ion battery modules and related
accessories for mobile phones and digital
electronic appliances (Continued)

Some of the Group’s contracts with customers
from the sale of product provides customers a right
of return (a right to exchange another product of
the same type, quality, condition and price). These
rights of return do not allow the returned goods to
be refund in cash. The right of return gives rise to
variable consideration. The variable consideration
is estimated at contract inception and constrained
until the associated uncertainty is subsequently
resolved. The application of the constraint on variable
consideration increases the amount of revenue that
will be deferred. In addition, a refund liability and a
right to recover returned goods assets are recognised.
In the comparative period, revenue for these contracts
was recognised when a reasonable estimate of
the returns could be made, provide that all other
revenue recognition criteria are met. If a reasonable
estimate could not be made, such revenue would be
deferred until the return period lapsed or a reasonable
estimate could be made. As a result of the change in
accounting policy, the adoption of IFRS 15 does not
result in significant impact on the Group’s accounting
policies, as an exchange by customers of one product
for another of the same type, quality, condition and
price (for example, exchanging the product for one of
a different colour or size) is not considered a return
for the purposes of applying IFRS 15.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(I) Revenue recognition (accounting policies applied
from 1 January 2018) (Continued)

(i)

(i)

Sale of lithium-ion battery modules and related
accessories for mobile phones and digital
electronic appliances (Continued)

Some of the Group’s contracts with customers from
the sale of product provides standard warranty service
for defective goods to assure that the product sold
complies with the agreed-upon specifications within 6
months following the date of delivery. The warranty
gives rise to a separate performance obligation if
a warranty provides a customer with a service in
addition to the assurance that the product complies
with agreed-upon specifications. Therefore, an entity
shall allocate the transaction price to the product and
the service. As a result of the change in accounting
policy, the adoption of IFRS 15 does not result in
significant impact on the Group’s accounting policies
as an assurance-type warranty does not give arise to
an additional performance obligation.

Other revenue

Rental income under operating leases is recognised
on a straight-line basis over the term of the relevant
lease.

Interest income is accrued on a time basis on the
principal outstanding at the applicable interest rate.

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(m) Revenue recognition (accounting policies applied
until 31 December 2017)

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

(i) Sales of goods

Revenue from sales of goods is recognised when
goods are delivered and title has passed, which means
that all the following conditions are satisfied:

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

e  The Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods
sold;

e The amount of revenue can be measured reliably;
o It is probable that the economic benefits
associated with the transaction will flow to the

Group; and

e The costs incurred or to be incurred in respect of
the transaction can be measured reliably.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(m) Revenue recognition (accounting policies applied

(n)

until 31 December 2017) (Continued)
(ii) Interest income

Interest income is recognised on an accrual basis using
the effective interest method by applying the rate that
discounts the estimated future cash receipts through
the expected life of the financial instrument to the net
carrying amount of the financial asset.

(iii) Processing income

Processing income is recognised when processing
services are provided.

Contract assets and liabilities (accounting
policies applied from 1 January 2018)

A contract asset represents the Group's right to
consideration in exchange for services that the Group has
transferred to a customer that is not yet unconditional. In
contrast, a receivable represents the Group’s unconditional
right to consideration, i.e. only the passage of time is
required before payment of that consideration is due.

A contract liability represents the Group’s obligation to
transfer services to a customer for which the Group has
received consideration (or an amount of consideration is
due) from the customer.

Contract asset is recognised when (i) the Group completes
the sales of products under such services contracts but
yet issue invoice to customers. Any amount previously
recognised as a contract asset is reclassified to trade
receivables at the point at which it is invoiced to the
customer. If the considerations (including advances received
from customers) exceeds the revenue recognised to date
under the output method then the Group recognises a
contract liability for the difference.

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z
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4. SIGNIFICANT ACCOUNTING POLICIES 4. EASHBE 2
(Continued)

(o) Income tax

(o) FriS®i

138

Income tax for the year comprises current tax and deferred
tax.

Current tax is based on the profit or loss from ordinary
activities adjusted for items that are non-assessable or
disallowable for income tax purposes and is calculated using
tax rates that have been enacted or substantively enacted
at the end of reporting period.

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the
corresponding amounts used for tax purposes. Except for
goodwill and recognised assets and liabilities that affect
neither accounting nor taxable profits, deferred tax liabilities
are recognised for all taxable temporary differences.
Deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which
deductible temporary differences can be utilised. Deferred
tax is measured at the tax rates appropriate to the expected
manner in which the carrying amount of the asset or
liability is realised or settled and that have been enacted or
substantively enacted at the end of reporting period.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, associates
and jointly controlled entities, except where the Group is
able to control the reversal of the temporary difference and
it is probable that the temporary difference will not reverse
in the foreseeable future.

Income taxes are recognised in profit or loss except when
they relate to items recognised in other comprehensive
income in which case the taxes are also recognised in
other comprehensive income or when they relate to items
recognised directly in equity in which case the taxes are
also recognised directly in equity.
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4. SIGNIFICANT ACCOUNTING POLICIES 4. EASHBE 2

(Continued)

(p) Foreign currency (p) 0

Transactions entered into by group entities in currencies
other than the currency of the primary economic
environment in which they operate(s) (the “functional
currency”) are recorded at the rates ruling when the
transactions occur. Foreign currency monetary assets and
liabilities are translated at the rates ruling at the end of
reporting period. Non-monetary items carried at fair value
that are denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair value
was determined. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they
arise. Exchange differences arising on the retranslation of
non-monetary items carried at fair value are included in
profit or loss for the period except for differences arising on
the retranslation of non-monetary items in respect of which
gains and losses are recognised in other comprehensive
income, in which case, the exchange differences are also
recognised in other comprehensive income.

On consolidation, income and expense items of foreign
operations are translated into the presentation currency
of the Group (i.e. RMB) at the average exchange rates
for the year, unless exchange rates fluctuate significantly
during the period, in which case, the rates approximating
to those ruling when the transactions took place are
used. All assets and liabilities of foreign operations are
translated at the rate ruling at the end of reporting period.
Exchange differences arising, if any, are recognised in
other comprehensive income and accumulated in equity as
foreign exchange reserve (attributed to minority interests
as appropriate). Exchange differences recognised in profit
or loss of group entities’ separate financial statements on
the translation of long-term monetary items forming part
of the Group’s net investment in the foreign operation
concerned are reclassified to other comprehensive income
and accumulated in equity as foreign exchange reserve.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)
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(q) Employee benefits

(r)

()

(i)

(iii)

Short term employee benefits

Short term employee benefits are employee benefits
(other than termination benefits) that are expected
to be settled wholly before twelve months after the
end of the annual reporting period in which the
employees render the related service. Short term
employee benefits are recognised in the year when the
employees render the related service.

Defined contribution retirement plan

Contributions to defined contribution retirement plans
are recognised as an expense in profit or loss when
the services are rendered by the employees.

Termination benefits

Termination benefits are recognised on the earlier of
when the Group can no longer withdraw the offer
of those benefits and when the Group recognises
restructuring costs involving the payment of
termination benefits.

Impairment of other assets

At the end of each reporting period, the Group reviews

the carrying amounts of the following assets to determine

whether there is any indication that those assets have

suffered an impairment loss or an impairment loss previously

recognised no longer exists or may have decreased:

Property, plant and equipment;

Investment properties under cost model;

Interests in leasehold land held for own use under
operating leases; and

Investments in subsidiaries and an associate.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(r)

(s)

Impairment of other assets (Continued)

If the recoverable amount (i.e. the greater of the fair value
less costs to sell and value in use) of an asset is estimated
to be less than its carrying amount, the carrying amount
of the asset is reduced to its recoverable amount. An
impairment loss is recognised as an expenses immediately,
unless the relevant asset is carried at a revalued amount
under another IFRS, in which case the impairment loss is
treated as a revaluation decrease under that IFRS.

Share-based payments

Where share options are awarded to employees and others
providing similar services, the fair value of the services
received is measured by reference to the fair value of the
options at the date of grant. Such fair value is recognised in
profit or loss over the vesting period with a corresponding
increase in the share option reserve within equity. Non-
market vesting conditions are taken into account by
adjusting the number of equity instruments expected to
vest at the end of each reporting period so that, ultimately,
the cumulative amount recognised over the vesting period
is based on the number of options that eventually vest.
Market vesting conditions are factored into the fair value
of the options granted. As long as all non-market vesting
conditions are satisfied, a charge is made irrespective of
whether the market vesting conditions are satisfied. The
cumulative expense is not adjusted for failure to achieve a
market vesting condition.

RE ISR AR MR
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)
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(s)

(t)

(u)

Share-based payments (Continued)

Where the terms and conditions of options are modified
before they vest, the increase in the fair value of the
options,
modification, is also recognised in profit or loss over the

measured immediately before and after the
remaining vesting period.

The Group also operates a phantom share option scheme
which is determined to be a cash-settled share-based
payment transaction with employees. An option pricing
model is used to measure the Group's liability at grant
date and subsequently at the end of each reporting period,
taking into account the terms and conditions on which the
bonus is awarded and the extent to which employees have
rendered service. Movements in the liability (other than cash
payments) are recognised in profit or loss.

Borrowing costs

Borrowing costs attributable directly to the acquisition,
construction or production of qualifying assets which
require a substantial period of time to be ready for their
intended use or sale, are capitalised as part of the cost of
those assets. Income earned on temporary investments of
specific borrowings pending their expenditure on those
assets is deducted from borrowing costs capitalised. All
other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Government grants

Government grants are recognised when there is reasonable
assurance that they will be received and that the Group
will comply with the conditions attaching to them. Grants
that compensate the Group for expenses incurred are
recognised as revenue in profit or loss on a systematic basis
in the same periods in which the expenses are incurred.
Grants that compensate the Group for the cost of an asset
are deducted from the carrying amount of the asset and
consequently are effectively recognised in profit or loss over
the useful life of the asset by way of reduced depreciation
expense.
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4. SIGNIFICANT ACCOUNTING POLICIES 4. EASHBE 2

(Continued)

(v) Provisions and contingent liabilities (v) BERIARERE
Provisions are recognised for liabilities of uncertain timing EASEEBATEHEE LERSHEER
or amount when the Group has a legal or constructive Eif A BE B UM A B Tl - Bz B A
obligation arising as a result of a past event, which it is AL A IR AT R - BIlE BE AR A2 T E R A
probable will result in an outflow of economic benefits that B RN B EEREE

can be reliably estimated.

Where it is not probable that an outflow of economic i SRR RE R 2 H BN & - &5
benefits will be required, or the amount cannot be Regrl SEfhst - AlZEERBEERSASR
estimated reliably, the obligation is disclosed as a & - MR B R R A SR AIBR AN o
contingent liability, unless the probability of outflow of EABASEEE RN EAKEHS
economic benefits is remote. Possible obligations, the AREERLFENAERE  NEEES
existence of which will only be confirmed by the occurrence FABE  HEREEBEN RS HEME
or non-occurrence of one or more future events, are also BRI o

disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.

(w) Related parties (w) BBEAL
(@) A person or a close member of that person’s family is (@) fWEBMATAL - RIFZALTSEZATA
related to the Group if that person: TR BERK B AN E B R
(i) has control or joint control over the Group; () Ik EREHAEE
(i) has significant influence over the Group; or (i) HAEBBEEAFESN o
(i) is a member of key management personnel of (i) AAEEHARABFRAANE
the Group or the Company’s parent. ZEBENE -
(b) An entity is related to the Group if any of the (b) fHFFE TIMEIRE - BIZEBEA
following conditions apply: R B
()  The entity and the Group are members of the () ZEBEASEBER -—SEHH
same group (which means that each parent, RERAR(ME/AF - WEA
subsidiary and fellow subsidiary is related to the AIRFARWEARKILEE A
others). &) o
(i)  One entity is an associate or joint venture of the (i) —REBRSEBHNBER
other entity (or an associate or joint venture of a AlgEE X (B S —EBAK
member of a group of which the other entity is a B ARIMEEKE QAR
member). NAIHEEDE) -
(ili) Both entities are joint ventures of the same third (i) MREBHRA-—F=7THA&
party. B o
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4. SIGNIFICANT ACCOUNTING POLICIES
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(Continued)

(w) Related parties (Continued)

(b)  (Continued)

(iv) One entity is a joint venture of a third entity and
the other entity is an associate of the third entity.

(v) The entity is a post-employment benefit plan for
the benefit of the employees of the Group or an
entity related to the Group.

(vi) The entity is controlled or jointly controlled by a
person identified in (a).

(vii) A person identified in (a)(i) has significant

influence over the entity or is a member of key

management personnel of the entity (or of a

parent of the entity).

(viii) The entity, or any member of a group of which
it is a part, provides key management personnel
services to the group or to the group’s parent.

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity
and include:

(i)  that person’s children and spouse or domestic partner;

(i)  children of that person’s spouse or domestic partner;
and

(iii) dependents of that person or that person’s spouse or
domestic partner.
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REREBBRAT

OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

"ﬁ.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

The preparation of consolidated financial statements in
conformity with IFRS requires the directors to make judgements,
estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources.
The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant.
Actual results differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and
future periods if the revision affects both current and future
periods.

The directors have considered the development, selection
and disclosure of the Group’s critical accounting policies and
estimates. The estimates and assumptions that have a significant
risk of causing a material adjustment to the carrying amounts of
assets or liabilities are as follows:

(i) Useful lives and depreciation of property, plant
and equipment and investment properties

The Group determines the estimated useful lives and
related depreciation charges of its property, plant and
equipment and investment properties. These estimates
are based on the historical experience of the actual useful
lives of property, plant and equipment and investment
properties of similar nature and functions. The Group will
increase the depreciation charge where useful lives are less
than previously estimated lives, and will write-off or write-
down technically obsolete or non-strategic assets that have
been abandoned or sold. Actual economic lives may differ
from estimated useful lives. Periodic review could result in
a change in depreciable lives and therefore depreciation
charges in future periods.

RE ISR AR MR
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5. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

(ii) Net realisable value of inventories

5, EEGSHERATTIEERZ
ZEEXRR#)

(i) FEZTRHFE

146

(iii)

Net realisable value of inventories is the estimated selling
price in the ordinary course of business, less estimated costs
of completion and variable selling expenses. These estimates
are based on the current market condition and the historical
experience of manufacturing and selling products of similar
nature. It could change significantly as a result of changes
in customer taste and competitor actions in response to any
industry downturn. The directors reassess the estimations at
the end of each reporting period.

Allowances for bad and doubtful receivables

The Group uses a provision of matrix to calculate ECLs for
trade and notes receivables and financial assets included in
prepayment, deposits and other receivables. The provision
rates are based on days past due for groupings of various
debtors that have similar loss patterns. The provision
matrix is based on management’s estimate of the lifetime
expected credit losses to be incurred, which is estimated
by taking into account the credit loss experience, ageing
of overdue fee receivables, customers’ repayment history
and customers’ financial position and an assessment of
both the current and forecast general economic conditions,
all of which involve a significant degree of management
judgement. The provision of ECLs is sensitive to changes in
circumstances and of forecast general economic conditions.
The information about the ECLs and the Group's trade
and notes receivables and financial assets included in
prepayments, deposits and other receivables are disclosed
in Note 19 and Note 20. If the financial condition of the
customers or the forecast economic conditions were to
deteriorate, actual loss allowance would be higher than
estimated.
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SCUD GROUP LIMITED
REREBBRAT

OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

"ﬁ.

5. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

(iv)

(v)

(vi)

Warranty claims

The Group generally offers half-year warranties for its
own-brand name products sold. The directors estimate
the related provision for future warranty claims based on
historical warranty claim information, as well as recent
trends that might suggest that past cost information may
differ from future claims. Factors that could impact the
estimated claim information include the success of the
Group’s productivity and quality initiatives, as well as parts
and labour costs.

Impairment of intangible assets

Determining whether an intangible asset is impaired
requires an estimation of the value in use. The value in use
calculation requires the Group to estimate the future cash
flows expected to arise and a suitable discount rate in order
to calculate the present value. Where the actual future cash
flows are less than expected, an impairment loss may arise.
Details of the impairment testing are provided in Note 17.

Impairment of property, plant and equipment
and investment properties

The Group assesses whether there are any indicators
of impairment for property, plant and equipment and
investment properties at the end of each reporting period.
Property, plant and equipment and investment properties
are tested for impairment when there are indicators
that the carrying amounts may not be recoverable. An
impairment exists when the carrying value of an asset or a
cash generating unit exceeds its recoverable amount, which
is the higher of its fair value less costs to sell and its value
in use. The calculation of the fair value less costs to sell is
based on available data from binding sales transactions in
an arm’s length transaction of similar assets or observable
market prices less incremental costs for disposing of the
asset. When value in use calculations are undertaken, the
directors estimate the expected future cash flows from the
asset or cash-generating unit and choose a suitable discount
rate in order to calculate the present value of those cash
flows.

RE ISR AR MR
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(v)

(vi)
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5.

148

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

(vii) Deferred tax assets

Deferred tax assets are recognised for all unused tax losses
to the extent that it is probable that taxable profit will be
available against which the losses can be utilised. Significant
judgement is required to determine the amount of deferred
tax assets that can be recognised, based upon the likely
timing and the level of future taxable profits together with
future tax planning strategies.

The Group has tax losses carry forwards amounting to
approximately RMB26,855,000 (2017: RMB23,993,000)
which relate to subsidiaries that have a history of losses
and may not be used to offset taxable income elsewhere
in the Group. These subsidiaries have no temporary taxable
differences which could partly support the recognition
of deferred tax assets. Also, there are no tax planning
opportunities available that would further provide a basis
for recognition.

If the Group was able to recognise all unrecognised
deferred tax assets, profits would increase by approximately
RMB6,714,000 (2017: loss would increase by approximately
RMB5,998,000).

Further details on deferred taxes are disclosed in Note 28.
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6. TURNOVER AND SEGMENT INFORMATION 6. ZXERKoHER
(a) Turnover (a) &%

Turnover represents gross invoiced sales, less returns and
trade discounts.

The following table provides information about trade and
notes receivables and contract liabilities from contracts with
customers.

ERBEREEHERBRERERE ST
e

TRIEHBREKEZFBAREBREE
KEEFEHNZENAEZER -

31 December 1 January
2018 2018

20185 20184
12A31H 1H18
RMB’000 RMB'000

AR¥T T ARBT T

Trade and notes receivables
Contract liabilities EHEE

W5 5 5k 0A b R W R 4%

2,165,386 1,709,545
31,031 37,030

The contract assets primarily relate to the Group’s rights
to consideration for work completed but not billed
at the reporting date on revenue. The contract assets
are transferred to receivables when the rights become
unconditional. This usually occurs when the Group provides
the invoice to the customer.

The contract liabilities mainly relate to the advance
consideration received from customers. RMB37,030,000
of the contract liabilities as of 1 January 2018 has been
recognised as revenue for the year ended 31 December
2018 from performance obligations satisfied in previous
year.

The Group has applied the practical expedient to its sales
contracts for lithium-ion battery modules and related
accessories for mobile phones and digital electronic
appliances and therefore the above information does not
include information about revenue that the Group will be
entitled to when it satisfies the remaining performance
obligations under the contracts that had an original
expected duration of one year or less.
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6. TURNOVER AND SEGMENT INFORMATION
(Continued)

150

(a)

(b)

Turnover (Continued)

The above amount also does not include any amounts of
completion bonuses that the Group may earn in the future
by meeting conditions set out in the Group’s construction
contracts with customers, unless at the reporting date it is
highly probable that the Group will satisfy the conditions
for earning those bonuses.

Reportable segments

The Group has adopted IFRS 8 “Operating Segments”
with effect from 1 January 2009. IFRS 8 requires operating
segments to be identified on the basis of internal reports
about components of the Group that are regularly reviewed
by the chief operating decision makers in order to allocate
resources to segments and to assess their performance.

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

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

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

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

Others — Sales of raw materials and work-in-progress and
processing income.
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6. TURNOVER AND SEGMENT INFORMATION 6. EXHERoHER #)

(Continued)

(b) Reportable segments (Continued)

Segment information about these businesses is presented as

(b) HR¥RDER(E)

OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
an\ /=~ jﬁ%#&% IZT—_I-A-I

For the year ended 31 December 2018 & Z2018F 12 731H 1F F/Z

ERZEXBNOHERZ5IT

follows:
Segment revenue and results D Ebl R FE
2018
ODM Own-brand Bare battery
business business cell business Others Total
BE
ODMEE#H eSS ETER Hith st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETR AR¥®TR AR¥Tr AR%Tx
Total Turnover Fal—-) 6,461,948 1,175,165 296,519 211,311 8,144,943
Less: Intersegment sales o R E (1,242) (1,111,971) (65,179) (4,473)  (1,182,865)
Turnover EE £ 6,460,706 63,194 231,340 206,838 6,962,078
Segment profit van= gl 143,315 1,124 14,668 5,638 164,745
Unallocated income AABKA
- Bank interest income —RITFIBIA 10,348
~ Exchange gain —E R e 801
— Gain on dissolution of a — AN A A
foreign subsidiary Wz 376
Unallocated expenses APEAZ
- Auditor’s remuneration — RS (2,712)
— Legal and professional fees —FEREEER (4,506)
— Staff costs —BIMAK (4,011)
- Others —HAth (5,699)
- Finance costs — BB (54,062)
Profit before income tax B PS8 Al A 105,280
Income tax Fr{SHt (9,196)
Profit for the year RNEEHEF 96,084
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

6. TURNOVER AND SEGMENT INFORMATION 6. EXZERo3ER &)
(Continued)

(b) Reportable segments (Continued)

152

(b) H¥RDAR(E)

Segment revenue and results (Continued) T EBM s R EE ()
2017
Own-brand  Bare battery
ODM business business  cell business Others Total
BE
ODMET7 Mg BNEK Hity FEy
RMB'000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT AREBTR
Total Turnover BEERE 4,888,237 839,768 373,423 635,560 6,736,988
Less: Intersegment sales o NEREE (5,181) (678,031) (125,213) (126,997) (935,422)
Turnover ¥ 4,883,056 161,737 248,210 508,563 5,801,566
Segment profit/(loss) SEpaEF,/ (BE) 48,472 3,163 (3,357) 22,390 70,668
Unallocated income PVl ON
- Bank interest income —RITHBMA 8,534
— Rental income — &5 e 554
— Others —Hfth 200
Unallocated expenses APEAZ
- Auditor’s remuneration — e & (3,361)
— Legal and professional fees —FEREEER (2,861)
— Staff costs —BIMAK (3,779)
- Others —HAth (5,051)
— Finance costs — BB (44,614)
Profit before income tax BRETSH AR F 20,290
Income tax Fr{SHt (409)
Profit for the year RNEEHF 19,881
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6. TURNOVER AND SEGMENT INFORMATION 6.
(Continued)

EEBRIER B

(b) Reportable segments (Continued) (b) BF|DE(E)

Assets and liabilities BEREBE
2018
ODM Own-brand Bare battery
business business cell business Total
BE
ODME bR RS BENEK MEt
RMB’'000 RMB’'000 RMB’000 RMB’000
AR¥TR AR®Trt AR%TR AR®Tx
Segment assets DESEE 4,184,214 424,122 242,238 4,850,574
Unallocated corporate assets ROBEARIEE
— Bank balances and cash —IRITEBRRIR S 9,948
— Prepayments, deposits and —TENRIE Rk
other receivables H {th g Y zkTE 873
— Investment properties — B 66,188
— Others —HAth 4,582
Consolidated total assets GEBERRE 4,932,165
Segment liabilities HHEE 3,406,721 286,541 170,683 3,863,945
Unallocated corporate liabilities F2 B AR EE
— Other payables — H b e~ FIE 17,593
— Amounts due to directors —ENEEHIE 377
— Deferred tax liabilities —REHBEEE 5,360
— Others —Hfh 19,453
Consolidated total liabilities EAaGERsE 3,906,728
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6. TURNOVER AND SEGMENT INFORMATION 6.
(Continued)

EEEE D EHBER 2

(b) Reportable segments (Continued) (b) IR EB(E)

Assets and liabilities (Continued) BEREMRE (&)
2017
ODM  Own-brand Bare battery
business business  cell business Total
=k
ODME MR R EVEi 5T
RMB’'000 RMB’'000 RMB’'000 RMB’'000
AREFIT ARETFT AREBTT ARETT
Segment assets DEfEE 2,908,425 752,017 252,451 3,912,893
Unallocated corporate assets RO AREE
— Bank balances and cash —IRITEBRIRE 3,184
— Prepayments, deposits and —TENHIE Ee Rk
other receivables HAth fE UL GRIE 205
— Others —Hfth 596
Consolidated total assets EBERTE 3,916,878
Segment liabilities DEPBE 2,037,826 724,215 194,520 2,956,561
Unallocated corporate liabilities K% B2 7 & &
— Other payables — HAb B FRIA 15,922
— Amount due to a director —ENESEHE 400
— Deferred tax liabilities —BERIEEE 5,360
— Others —H 1,203
Consolidated total liabilities e AERs 2,979,446

154



SCUD GROUP LIMITED
REREBBRAT

= = OTES TO THE CONSOLIDATED FlNANCIAL STATEMENTS
————— e SRR

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

6. TURNOVER AND SEGMENT INFORMATION 6. EXHERoHER #)

(Continued)
(c) Other information (c) HitsER
2018
ODM  Own-brand Bare battery
business business cell business Others Total
BE
ODME# mEEH EUER Hitr Foh
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARMTz ARETR AR%Tn AR%TxR
Depreciation of property, plant and equipment NE - BERRERTE 30,473 16,356 6,586 124 53,539
Depreciation of investment properties RENMENE - 846 - - 846
Loss on disposal of property, plant and equipment HENF - BELREBR 4,749 398 33 - 5,180
Write-off of property, plant and equipment VER T 765 699 - - 1,464
Amortisation of intangible assets B EEEH 1,202 129 18 - 1,349
Impairment loss recognised on trade and note FEKESTERERER
receivables R REEE 41,033 161 3,782 - 44,976
Write-off of trade and notes receivables HMERNESFERENRE 97,434 12,876 = = 110,310
Impairment loss recognised on prepayments, FENFE - REREMERFE
deposits and other receivables BRZRERR 14,470 3,189 198 - 17,857
Write-off of prepayments, deposits and other MERATE e REM
receivables EHIE 19,038 24,398 - - 43,436
Reversal of impairment loss on trade and note @R WS S HEREKE
receivables previously recognised BRESEER (5,380) (13,940) (650) - (19,970)
Reversal of impairment loss on prepayments, BERAZERIUE  BEREM
deposits and other receivables previously YRR ESERED
recognised (1,299) (2,382) (1,974) - (5,655)
Write-down of inventories FEHA 4,155 9,954 - - 14,109
Write-off of inventories FEME 14,455 3,902 - - 18,357
Provision for reworks REERE 4,037 - = = 4,037
Research and development costs HEER 114,775 8,703 10,720 - 134,198
Income tax FiEH (6,372) 12,581 1417 1,570 9,196
Additions to property, plant and equipment % - BEREERE 32,192 13,117 2,064 13 47,386
Additions to intangible assets EWEERE 934 - 66 - 1,000
Gain on dissolution of a foreign subsidiary BEEINNB AR Mg - = = (376) (376)
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6. TURNOVER AND SEGMENT INFORMATION 6. EXHERoHER #)

(Continued)
() Other information (Continued) (c) HEERE)
2017
ODM  Own-brand  Bare battery
business business  cell business Others Total
BR

ODMET mIEET BOEK At st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARBTT ARETT ARETR ARETE
Depreciation of property, plant and equipment NE  BERRETE 24,750 14,636 7,027 150 46,563
Loss on disposal of property, plant and equipment HEHNE « BEKRESE 4,208 3,116 212 - 7,536
Write-off of property, plant and equipment NE - BERRERH 2,144 - 1,200 - 3,344
Amortisation of intangible assets B AESHE = 129 12 1,263 1,404

Impairment loss recognised on trade and note ~ IENE BHERENER

receivables BAZREFE 8,713 2,128 1,561 = 12,402
Write-off of trade and notes receivables MEENE STERERERE 60 1,307 - - 1,367
Impairment loss recognised on prepayments, RENTE - ke REAMERZE

deposits and other receivables BAZREEFE 1,211 4,902 6,272 = 12,385

Write-off of prepayments, deposits and other MEBR A REREM
receivables el FE 395 1,084 = = 1,479

Reversal of impairment loss on trade and note BERRZENE SRR ERE
receivables previously recognised ERESEEME (19,081) (38,977) (947) = (59,005)

Reversal of impairment loss on prepayments, BAERRZBRIE  REREM

deposits and other receivables previously EYFERER B

recognised (6,556) (1,596) (8,757) - (16,909)
Write-down of inventories FERE = = 3,644 = 3,644
Wiite-off of inventories FEH 32,530 10,306 - - 42,836
Research and development costs HEER 128,580 15,750 10,505 - 154,835
Income tax s 7,274 (9,052) 1,135 1,052 409
Additions to property, plant and equipment NE BERREARE 43,704 19,874 1,679 397 65,654
Additions to intangible assets BYEENE - - 26 508 534
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"ﬁ.

(d) Turnover from major products

6. TURNOVER AND SEGMENT INFORMATION 6.
(Continued)

EEBRIER B

(d) FEEMZEESH
REAREEETBERIVBEEXEMNT

The Group’s disaggregated turnover from its major products

were as follows:

2017
(Restated)
2018 (&E51)
RMB’000 RMB’000
ARBT T AREF T
Turnover recognised point in time: RE— SR E % .
ODM business: ODME :
Mobile phone battery FH#EM 6,015,770 4,725,050
Power bank BEEIR 429,127 128,813
Motive battery B HEM 5,918 14,577
Others Hih 9,891 14,616
ODM business ODMZT% 6,460,706 4,883,056
Own-brand business: BEmMEEL
Power bank BEEIR 27,762 80,203
Power management module BIREEEMA 14,850 41,738
Mobile phone battery FHEM 13,161 19,997
Others Hib 7,421 19,799
Own-brand business BAmhE X% 63,194 161,737
Bare battery cell business: BHER:
Lithium-ion bare battery cells SEEETER 231,340 248,210
Others Hith 183,705 498,469
6,938,945 5,791,472
Turnover recognised over time: E—BRESHEARRNE XL
Processing income Ty A 23,133 10,094
Total turnover meExHs 6,962,078 5,801,566
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6. TURNOVER AND SEGMENT INFORMATION 6. ZZZER2XER #)
(Continued)
(e) Geographical information (e) HEEHR
Analysis of the Group’s turnover and results as well as RNEFWE2 IR TIEEDHAEF
analysis of the Group’s carrying amount of each relevant e o g S 1) T K B B A4 5 S0
segment’s assets and additions to property, plant and HEEERRESYYE e RS EREN
equipment and intangible assets by geographical market BEGETEAN  BEEASEESREE
CRAR/REEEIR
hlave not. been presented as they are all generated from or R A o
situated in the PRC.
(f) Information about major customers () EREFEH
Revenue from major customers, each of them accounted for PN= \Igg}izqyﬁ(&%%ﬁj“%”&
10% or more of the Group's revenue, are set out below: #10%3A E)BIIMT
2018 2017
RMB’'000 RMB’000

AR¥TT ARKETT

Customer A ZEA 2,911,236 1,298,782
Customer B =B 975,439 N/AT iR’
Customer C BFEC N/ATRE A" 792,064
Customer D %FD N/ATRIE A" 717,430

! The corresponding revenue did not contribute over L MHEWZS I R AREF Kz B8

10% of the total revenue of the Group. 10% LA | o
7. OTHER REVENUE 7. Hfttss

2018 2017

RMB’000 RMB’000

AR¥T T ARETT

Government grants AT ERG 13,249 13,388
Interest income FMEMA 10,348 8,534
Net foreign exchange gain R YR 7,487 -
Sales of moulds SHEEH 25,318 -
Compensation from suppliers HIEmmEE 2,684 1,816
Reversal of impairment loss on trade and B 2 R E 5 RIE R E IR R

notes receivables previously recognised EEERE 19,970 59,005

Reversal of impairment loss on prepayments, BEHER 2 FBMFIE 124 R HAMREIK
deposits and other receivables previously RIEREE B

recognised 5,655 16,909

Gain on dissolution of a foreign subsidiary — REUSINHT B A Al 2 W zs
(Note 34) (BfE34) 376 -
Sundry income I A 257 16,255
85,344 115,907
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"ﬁ.

PROFIT BEFORE INCOME TAX

This is arrived at after charging/(crediting):

8. BRATISHATEF
Bk (5FA) TRER :

2018 2017
RMB’000 RMB’000
ARBT T AREFT
Auditor’s remuneration: ZEREMEN & -

— current year —KREE 2,712 3,361
Depreciation of property, plant and W BB RRETE

equipment (including depreciation (BIENAZEE R RSN

recorded in research and development & ARE7,720,0007T

costs of RMB7,720,000 (2017: (20174 : AR¥8,655,0007C))

RMBS8,655,000) 53,539 46,563
Depreciation of investment properties KEERE 846 -
Amortisation of intangible assets A 1,349 1,404
Impairment loss recognised on trade and BN E 5 I8 R K RIRTER

notes receivables ZBEEE 44,976 12,402
Impairment loss recognised on prepayments, BLYEfIEIE « 154 K H b fE Y OB ER

deposits and other receivables Z R EEE 17,857 12,385
Write-off of trade and notes receivables i SE FE W E 5 R K RN =4 - 1,367
Write-off of prepayments, deposits and WEHTAT FRIE © R [ HoAth FE W RIE

other receivables - 1,479
Write-down of inventories TFEMUR 14,109 3,644
Write-off of inventories FEMSH 18,357 42,836
Loss on disposals of property, plant and HEWE - BE kR EER

equipment 5,180 7,536
Write-off of property, plant and equipment  #i$5¥1% « BE KM &RE 1,464 3,344
Cost of inventories recognised as expenses W2 &5 % 2 fF &R A 6,400,431 5,356,604
Cost of processing income INTUA Z B AR 1,981 35,710
Provision for reworks RIEBEE 4,037 =
Operating lease rentals for office premises ~ WAZKLHEHRS 26,399 19,824
Research and development costs HEER 134,198 154,835
Staff costs (Note 9) B TR (FIEE9) 449,970 334,656
Loss on deregistration of a subsidiary M B AR ELARER - 13
Net foreign exchange (gain)/loss X (Weas) /18558 (7,487) 622
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9. STAFF COSTS 9. EIRA&

2018 2017
RMB’'000 RMB’'000
ARET T AREF T
Directors’ remuneration (Note 10) EE=< (HFE10) 3,467 3,812
Other staff costs Hibh 8 Tk A 483,448 380,354
Retirement benefits scheme contributions RRBFIGT B R 31,297 13,717

Less: Staff costs included in research and S FE AR BRRE TRA
development costs (68,242) (63,227)

449,970 334,656

10.DIRECTORS’ AND EMPLOYEES' 10.EERESFHM

REMUNERATION
(a) Directors’ emoluments disclosed pursuant to Section 383 (@) MREBEBEBRGRDI(E622F ) FE383K (K
of the Hong Kong Companies Ordinance (Cap. 622) (the BRAFEBEESFZER)BH(E
Ordinance) and the Companies (Disclosure of information 622GE) (A EENESHE0T ¢
about Benefits of Directors) Regulation (Cap. 622G) (the
Regulation) is as follows:
2018 2017
RMB’000 RMB’000

AR¥TT ARKTT

Salaries, housing allowances, other HE - BEER - EMEEE R

allowances and benefits in kind EWEF 1,929 2,460
Fees Fiakey 1,504 1,308
Other emoluments: Heis :
Retirement benefits scheme contributions R FIFT B 34 44

3,467 3,812
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10.DIRECTORS’ AND EMPLOYEES’' 10.EEREEFM o
REMUNERATION (Continued)

(b) Details of emoluments paid by the Group to the directors (b) AEBRESZNMBMESFBELOT :
are as follows:

2018
Salaries,
housing
allowances,
other Retirement
allowances benefits
and benefits scheme Total
in kind Fees contributions emoluments
M- B2
AL Hit
BER RIER
BYEAN wne sHEIfR A
RMB’000 RMB’000 RMB’000 RMB’000

ARBTRT ARETR AR®TRT AR®TZR

Fang Jin (Note i) 7 & (ki) - - 9 9
Guo Quan Zeng (Note ) 7B SR 32 (Ff i) 997 - 9 1,006
Feng Ming Zhu RSERT 600 203 13 816
Lian Xiu Qin (Note i) EFHE (Fi) 332 53 3 388
Zhang Li (Note i) SRER (PfsEi) - 119 - 119
Hou Li [3va - 160 - 160
Ho Chung Tai Raymond (Note ii) {a]4B2z (Ffi i) - 212 = 212
Loke Yu (Note i) [ sZNQU ) - 267 - 267
Wang lJing Zhong (Note i) FakE (HiEE) - 52 - 52
Wang Jian Zhang (Note i) TEE(HED - 52 = 52
Heng Ja Wei Victor TS 4 - 226 = 226
Lam Yau Yiu (Note ii) R R (B i) - 80 - 80
Wong Chi Wing (Note ii) F S8 (FEi) - 80 - 80

1,929 1,504 34 3,467
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10.DIRECTORS’ AND EMPLOYEES’' 10.EEREEFM o)
REMUNERATION (Continued)

(b) Details of emoluments paid by the Group to the directors (b) AEBRESIZNMBMESFBENT (&)
are as follows: (Continued)

2017
Salaries,
housing
allowances,
other Retirement
allowances benefits
and benefits scheme Total
in kind Fees  contributions  emoluments
8- BE
AR - HoAh
R RKRER
EWER ik BE S itk
RMB’000 RMB’000 RMB’000 RMB’000

ARBTT ARBETT AREKTT ARETR

Fang Jin Yk - - 11 11

Guo Quan Zeng S[R3 1,300 - 11 1,311

Feng Ming Zhu RSB 600 208 11 819

Zhang Li KA 560 160 11 731

Hou Li &L - 160 - 160

Loke Yu a7 - 450 - 450

Wang Jing Zhong TR - 70 - 70

Wang Jian Zhang TEE - 70 - 70

Heng Ja Wei Victor TR 4 - 190 - 190

2,460 1,308 44 3,812

During both years, none of the directors has received any PREFERN @ SEEFWIAEE LR

bonus payments paid by the Group. B8 o

Notes: BfsE :

(i)  Mr. Fang Jin, Mr. Guo Quan Zeng, Mr. Zhang Li, Dr. () FHEikh  FBRIGEA RERELE -
Loke Yu, Mr. Wang lJing Zhong and Mr. Wang lJian BEBMEL TMALERTESESL
Zhang resigned with effect from 27 September 2018. HFR2018F9 A27 HEHE -

(i) Ms. Lian Xiu Qin, Dr. Ho Chung Tai Raymond, Mr. (i) #EHRELL - [HEREL - MRRE
Lam Yau Yiu and Dr. Wong Chi Wing were appointed HERFELETH2018F9A278HE
with effect from 27 September 2018. FAE -
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10.DIRECTORS’

AND EMPLOYEES'

REMUNERATION (continued)

(0

()

The five highest paid individuals include three directors for
the year ended 31 December 2018 (2017: three), details of
whose emoluments are set out above.

The emoluments of the remaining two (2017: two) non-
director highest paid individuals are as follows:

RE ISR AR MR

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

10.EEREEFHFM 2

(@

HE2018F12A31BILEE AL %S
FMALTBRE=20Q017F : =R)&E% -
B EM S FFBER £ »

H#mMA (201746 : MA)IEES x50
AT T ¢

2018 2017
RMB’000 RMB’000
ARET T ARBFIT

Salaries, housing allowances, other M - EEEEL - EfbEEL
allowances and benefits in kind KEYEH 2,508 2,471

Retirement benefits scheme RIREFIET B HEFX

contributions 30 31
Bonus e - -
2,538 2,502

The emoluments of the remaining non-director, highest
paid individuals are within the following bands:

HRFFEERSTMA LMD FIAT
#E -

2018 2017

Nil to RMB846,400 (equivalent to Nil T & AR¥846,400C(HHENZEE

to HK$1,000,000) 1,000,0007% 7T) 1 1
RMB846,401 to RMB1,692,800 AR846,401 TE AR1,692,8007T

(equivalent to HK$1,000,001 to (F8& 1,000,001 722,000,000

HK$2,000,000) EIT) = -
RMB1,692,801 to RMB2,116,000 AER#1,692,8017TE AREE2,116,000

(equivalent to HK$2,000,001 to JL(#E72,000,00180E

HK$2,500,000) 2,500,000/ 1) 1 1

During both years, no emoluments were paid by the Group to
the five highest paid individuals (including both directors and
employees) or any directors of the Company as an inducement
to join or upon joining the Group or as compensation for loss
of office. None of the directors has waived any emoluments
during both years except that Mr. Fang Jin and Mr. Guo Quan
Zeng have voluntarily waived their emoluments and directors’s
fees, respectively, for both years until the resumption of
trading of the shares of the Company on the Stock Exchange,
by when Mr. Fang Jin and Mr. Guo Quan Zeng have resigned
as directors of the Company.

(d)

RAEFEEAR  AREHEALZZSH
AT(BREERER)IARAENES
XA ERME - EARSIIAREE SN
AREE A 2R - SKAERRERAFHIE -
RREFEALEEERETMAME - B
THETEERBRIETED B B RBMER
ENZEFENHNERESFES  BEEAR
AEBMRBRARESE R IE(RE
HERERBREEEOHREARAE
ESN
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FINANCE COSTS 1. BLE R A
2018 2017
RMB’000 RMB’'000
AR¥T R AREF T
Interest on bank borrowings SRITIE AR 26,134 18,123
Interest on other loans HAE KA B 1,256 216
Interest on obligation under finance leases FIETHE & EFI S 24 283
Interest on discounted notes receivable BLIR FE N Z IR 8 25,572 25,078
Other finance costs H A g & p AN 1,076 914
54,062 44,614

12.

164

INCOME TAX

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

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

Provision for PRC Enterprise Income Tax (“EIT”) is calculated
based on the estimated taxable income for PRC taxation
purposes at the rate of taxation applicable for the year.

Pursuant to the PRC Enterprise Income Tax Law, the subsidiaries
that established in the PRC are subject to PRC Enterprise Income
Tax rate at 25%. Subsidiaries established in the PRC which are
qualified as an Advance and New Technology Enterprise (“ANTE")
for a 3-year period are entitled to a concessionary Enterprise
Income Tax rate of 15%, subject to the fulfilment of certain
conditions on yearly basis during the 3-year period.

12. FR8%

HRBRRPBETEERHEZS  ARAE
FHMFEFEREMAEERNTIE - BA
NANEAE I PTSBE o

HREMFAREENEMNEIFRBRAEL -
MIEREEE - MAAREREMAKLAMNE
REPARAFERBEFERSER - St
ERBEBNEVIEL R -

hEGEMAEHR(TEEMEHRDBEERER
BRFEEMAREETBEHER NG ER
BRAMEE

BRIBHBREPASEOE - AREEH BRI AHTE
NEVBIZH BRI T R 25%MH © 7B
VWA BRERSM=FNRHEME R S
MR DOKEARBEEZE15%NEEMEHE
BRER - WARZ=FEReFRRE TR -



SCUD GROUP LIMITED
REREBBRAT

OITES TO THE CONSOLIDATED FINANCIAL STATEMENTS

12. INCOME TAX (Continued)

On 24 July 2014, Shenzhen Hongde was approved to continue
as an ANTE for a period of 3 years and the certificate number is
GR201444200634. It is subject to EIT at 15% accordingly. On 30
November 2016, Dongguan Hongde was approved to continue
as an ANTE for a period of 3 years and the certificate number is
GR201644000083. It is subject to EIT at 15% accordingly.

On 14 August 2014, Scud Electronics was approved to continue
as an ANTE for a period of 3 years and the certificate number
is GR201435000040. It is subject to EIT at 15% accordingly. On
30 November 2017, Scud Electronics was approved to continue
as an ANTE for a period of 3 years and the certificate number is
GR201735000475. It is subject to EIT at 15% accordingly. For
the year ended 31 December 2018, the Enterprise Income Tax
rate applicable to Scud Electronics is 25%.

Details of the income tax charge in the consolidated statement
of profit or loss and other comprehensive income are as follows:

an\ = A ji%#&%zzBﬁLI

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

12. FiB88 @)

R2014F7 8248 R B E=EEEE A
EMEMEE AH=F BERKA
GR201444200634 ° H1215% ) 5 & & 44 A8 &
DEFTSR ° 120165118308 » Roeib=E
EEBRENBMEE  REB=F BERFR
#GR201644000083 © H 12215 % ) B & 4 40 48
FEEEFTSH o

20148148  RERE TR EBE RS
flrbse - REI=4F - ;’i%é%ﬁﬁerazmasooomo o
ﬁ?ﬁw%a‘ﬁﬁi%ﬂm*ﬁﬂ%m%ﬁﬁ i o
2017F11H308 © R E R & 7 & & # ifé
AEREMAE RE=F" .ma,fﬁ =]
GR201735000475 ° H1215% &) 1t & & 44 A8 &
EFTSR - B E2018F 128318 LLFE - &
FRRRERE T 2 EFSHHIER25% o

FAGREEEREMAZERERNAEHI T
BT ¢

2018 2017
RMB’000 RMB’000
ARETT AREF T
Current tax — PRC BN EATIE — AR B
Enterprise Income Tax: BEME
— Tax for the year —ARFEHIE 7,815 6,356
— (Overprovision)/underprovision in —BEFEE(BREREE)
prior years BHEHTR (592) 1,278
Deferred tax — current year (Note 28) IRIETIIE — AFE (Mi3E28) 1,973 (7,225)
Income tax charge FriSfisz i 9,196 409
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12. INCOME TAX (Continued) 12. FRfE¥ )
The reconciliation between profit before income tax and income 4RE B e K H 2 T Uk a2k R BR AT AS B A s
tax in the consolidated statement of profit or loss and other ERFTSI 2 HARAAT ¢
comprehensive income is as follows:
2018 2017
RMB’000 RMB’000

AR¥TT ARTT

Profit before income tax bR TS AT A1 105,280 20,290
Tax at tax rates applicable in the relevant REAREBR AEEREGTE

jurisdictions ksl 27,629 5,269
Tax effect of expenses not deductible for tax DRI 2 H R R 2

purposes 18,034 28,148
Tax effect of income not taxable for tax purposes HZBRF W AT IFZE (14,392) (6,638)
Deduction of research and development costs MR E R (25,020) (29,031)
Tax effect of tax losses not recognised AERTRIEEENR S E 4,549 2,978
(Overprovision)/underprovision in prior years BEFE (BEEE) BETRE (592) 1,278
Effect of concessionary rate granted to the PRC % TR B} B A RIE =R & 1)

subsidiaries T (1,012) (1,595)
Income tax charge Frisfisz 9,196 409

13. DIVIDENDS 13. RE

No dividend was declared for the years ended 31 December HZE2018F K201 7F12B31BHItFETET
2018 and 2017. AR °
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14. EARNINGS PER SHARE 14. BIREF
The calculation of the basic and diluted earnings per share RRREB AR TRER R EE B AR A
attributable to the owners of the Company is based on the TEEE -

following data:

2018 2017
RMB’000 RMB’000
AR®T T ARETTT

Profit for the purposes of basic and diluted FTE SRR E AR RS 2 F A9 A (2
earnings per share (profit for the year NEEB AEERFEER)
attributable to the owners of the Company) 93,274 21,125

Number of ordinary shares

ZERHA
2018 2017
‘000 ‘000
T8 FAR
Weighted average number of ordinary shares &t & IR EL 7 [ #58 22 K 6 2 3 A%
for the purpose of basic and diluted earnings INHE 1581
per share 1,090,001 1,090,001
Diluted earnings per share is of the same amount as the basic FHR#EERNcBHEGREARTER - BA
earnings per share as there were no potential dilutive ordinary 72018F 12 A31 BB S 2 1758

shares outstanding as at 31 December 2018 (2017: same). (& (20174 : #8RA) °
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For the year ended 31 December 2018 %2018 12 731H 1F F/Z

15. PROPERTY, PLANT AND EQUIPMENT

168

15. 9% - BERRE

Electronic
equipment,
Land under Plant and Motor ~ furniture ~ Construction Leasehold
finance lease Building  machinery vehicles ~and fixtures i progress Moulds  improvements Total
it ik i
BPi# BF  BERER f8  GUREE  HRIR L it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
NRET  ARETr  ARETR  ARETRm  ARETR ARBTr ARETR ARETR ARETR
Cost it
1 January 2017 WITEIR1A 12,904 106,797 290,576 15,007 13494 1873 - 66,717 567,368
Additions e - - 47309 43 14,347 314 - 131 65,654
Transfer fromfto) construction in progress ~~ &/(AJER T - = 505 - 0 (529) = - =
Disposals il = = (4.189) (2547) (9,752) = - - (16,488)
Witen off i = - ) - (,047) - - -
31 December 2017 and 1 January 2018 207FANBRAGEIAIE 12904 106797 31014 B3 73062 440 1 I A
Addtions RE - - 39302 281 6,27 1513 - 63 47,386
Transfer to investment propertes RENZ - (106797) - - - - - - (106797)
Disposdls 3 - - 4410 299 (5,396) - - - (12764
Written off s = - (2844) - (5,216) - - - (8,060)
31 December 2018 W18E128318 12,904 = 342,172 10526 68,677 5985 - 66,911 507,175
Depreciation i |
1 January 2017 WIEIRIR 2118 30445 132,063 10258 38428 - - 64,879 278,991
Charge for the year TEERYE 40 5091 24,984 919 14,450 - - 819 46,563
Disposdls e - - (879) (239 (5,725 - - = (8.9
Written off s - - (21899 = (3881) = - - (25,780)
31 December 2017 and 1 January 2018~ 201712631 BR2018E1418 29 ¥5H 13447 885 BM - - BT M8
Charge for the year TERER 2% 420 34,508 674 13,0% - - 716 53539
Transfer to investment properties & )\RENE - (39,763) - - - - - - (39.763)
Disposds e - - (1.91) (2231 3,39 - - = (1584
Written off s - - (1.877) = (4n9) = = = (6,5%)
31 December 2018 WI8E12A31A 3216 = 165,143 7,268 48257 - - 66,534 290,418
Net book value FE¥E
31 December 2018 WIBE12A31A 9,688 - 177,009 3,258 0420 5,985 - 3 216,757
31 December 2017 WITE12A318 9,946 71,261 175,651 4318 29,790 440 - 1,09 296,588




15.

16.

PROPERTY, PLANT AND EQUIPMENT
(Continued)

As at 31 December 2018, plant and machinery with a carrying
amount of RMBNil (2017: RMB16,460,000), land under finance
lease with a carrying amount of RMB9,688,000 (2017: land
under finance lease and buildings with a carrying amount of
RMB71,261,000) have been pledged by the Group in favour of
a bank to secure a bank loan granted by a bank to the Group
(Note 26).

As at 31 December 2018, the Group has pledged property, plant
and equipment carried at approximately RMB26,792,000 (2017:
RMB31,535,000) for other loans (Note 26).

As at 31 December 2018, plant and machinery with a carrying
amount of RMB1,653,000 (2017: RMB1,996,000) has been
pledged to a landlord as collaterals for electricity expenses
payable.

SCUD GROUP LIMITED
REREBBRAT

OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 & Z2018F 12 731H 1F F/Z

15. 9% - BERRE®)

2018 12A31H REE A ARKEZ T
(20175 : AR ¥16,460,0007T ) FOMRE M 128 -
IR A A AR 9,688,000t REEHE T3
(20174 : BREMER AK71,261,0007T #Y &t
BHRE T RIEF)BAAEEERTRT - A
BEEURITE T AEE 2 RITER(FIFE26) -

R2018F 128318 » AEEEHFEEEASDA
R #26,792,0007T(20174F : AR#31,535,0007T)
Y% -« B R RENESEMER(HiE26) -

R2018F 124318 - BREE A A K #1,653,0007T
(20174 = A R 1,996,000 ) B = R 28 2
{EBENEENEFYIERTEE -

INVESTMENT PROPERTIES 16. REWE
RMB’000

ARBT T
Cost A
1 January 2017 and 1 January 2018 20171 A1B &20185F1 818 =
Transfer from property, plant and equipment HHEYE - WE MR 106,797
31 December 2018 2018%12H31H 106,797
Accumulated depreciation Rt &
1 January 2017 and 1 January 2018 20171 A1B &20185F1H1H -
Transfer from property, plant and equipment EEYZE - BE K& 39,763
Charge for the year REERZ 846
31 December 2018 20184 12H31H 40,609
Net book value IREFE
31 December 2018 2018512H31H 66,188

31 December 2017

20174F12A31H
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16.

170

INVESTMENT PROPERTIES (Continued)

On 1 November 2018, the Group leased out certain formerly
self-occupied buildings located in the PRC under operating lease
to Scud Stock, where Mr. Fang Jin as the common controlling
shareholder and has beneficial interest. Accordingly, the
Group reclassified such buildings as investment properties. The
properties were previously occupied by the Group as factory
which was previously classified as building under property,
plant and equipment. The carrying value of the building on
the date of reclassification amounted to RMB67,034,000 and
the fair value of the building on the date of reclassification
and at 31 December 2018 amounted to RMB64,100,000 and
RMB63,900,000 respectively.

The fair value of the Group’s investment properties at 1
November 2018 and at 31 December 2018 have been carried
out by Ascent Partners Valuation Service Limited, an independent
valuer who holds a recognised and relevant professional
qualification and has recent experience in the location and
category of the investment property being valued.

The fair value was determined based on the depreciated
replacement cost approach that considers the cost to reproduce
or replace in new condition the property appraised in accordance
with current construction costs for similar buildings and
structures in the locality, with allowance for accrued depreciation
as evidenced by observed condition or obsolescence present,
whether arising from physical, functional or economic causes.

The fair value measurement of the Group’s investment properties
has been categorised into the three-level fair value hierarchy
as defined in IFRS 13 Fair value measurement. All of the fair
values of the investment properties as at 31 December 2018 is a
level 3 recurring fair value measurement, which uses significant
unobservable inputs in arriving at fair value. During the year
ended 31 December 2018, there were no transfers between level
1 and level 2, or transfers into or out of level 3.

ATEMENTS .

16. REW &)

M2018F11 A1 - AEERBLELHERKSE
TAAMURFEOEHEFTHE TRERRK
- HeEERZA T 2 HEERRR I

Emilm o At - AEBBZEEFIER
REME - ZWELEIBHEAEBGRIERE
RO RYME BEAXBETITNEFZT
o REFHSDFEHEF EEEARAARKE
67,034,0007T &2 R E#155 $5 B HA [ 2018412 A
3NEBFZAFEDRIAAR64,100,0007T
M AR #63,900,0007T °

7201811818 XM2018%12H318 * KAEH
ZIREWMEZ AFETRENAFTEZAEGR
AR(FERAURBAZEER - WHEERATE
ZU B R ZEREMEZGELR 2B GE
B ) 1T 2 (R EESS -

NHEDRBFESERAZEE  TEEE
RAETIRBEHBLUR T REEMNEZ
ERA - HENEERABEEENNREZM
FEA - AHRBEERRIBRHRR(TNmE D
g R REEREM S| ) P AR BRI E
BIELBE -

REBMZEEMENR T EFECKRBEABRITS
HEEREI1RAFEFEMAEHATFER
— ARG EEDLE - M2018F12A31H ZF
ERENMEZ NFEBFE = REEEATFERT
E HAFEFEATEATAHER 2B AZH
MG - BZE2018F 128318 IEFE © AFE
SEVESIBRFE2R 2 EEE - FEEREA
HERHE3IR -
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16. INVESTMENT PROPERTIES (continued)

Details of the Group’s investment property and information

about the fair value hierarchy as at 31 December 2018 are as

follows:

16. BEWHE &)

R2018F12A31H » BEEAAEBZEMERRA
FEEBRER ZFBNOT

Carrying Fair

value at value at

31 December 31 December

2018 2018

i »n

20184 2018%F

12A31H 12H31H

ZREE ZAFE

Fair value hierarchy RMB’000 RMB’000

AFEER AR®T T ARBT T

Buildings located in the PRC Level 3 66,188 63,900
(LA B H 5 B

The above investment property is depreciated on a straight-line

basis at the following rate per annum:

Buildings Over the remaining lease term of the land

As at 31 December 2018, investment properties with a carrying
amount of RMB66,188,000 have been pledged by the Group in
favour of a bank to secure a bank loan granted by a bank to the

Group (Note 26).

B EMPENEREILA T FRFE -

BF THipR TR
720184124318  MREE A A K#66,188,0007T

MR EMED mARSEEM T RT - LERUR
TETAEEZRITER(HE26) °
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17. INTANGIBLE ASSETS 17. B &EE
Software
B4
RMB’000
AREFT
Cost A
1 January 2017 2017 1R1H 10,436
Additions INE 534
31 December 2017 and 1 January 2018 2017%12H31HX20185F1H1H 10,970
Additions NE 1,000
31 December 2018 2018%12H31H 11,970
Amortisation and impairment B RRE
1 January 2017 2017 1A18° 7,312
Charge for the year REERZ 1,404
31 December 2017 and 1 January 2018 2017%12H31H%2018%1H1H 8,716
Charge for the year REERY 1,349
31 December 2018 2018%12H31H 10,065
Net book value BREFHE
31 December 2018 2018%12H31H 1,905
31 December 2017 2017512H31H 2,254
Note: KfzE -
i) The amortisation charge recognised for the year is included i) $¢f§ﬁ§iﬁf_@%$ﬁ_ﬁ§ﬁ§+)\ﬁéﬁ?&&
in “Administrative expenses” in the consolidated statement Hth2EWERIITHRAZ BT -

of profit or loss and other comprehensive income.
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For the year ended 31 December 2018 #Z20184% 12431 H I F/E
INVENTORIES 18. 7 &
2018 2017
RMB’000 RMB’'000
AR¥T R AREET T
Raw materials B 159,857 275,671
Work in progress S 152,624 95,081
Finished goods BUAK o 284,062 200,952
Goods in transit T3R8 - 78
596,543 571,782
During the year, a write-down of inventories of RMB14,109,000 RAFEE - 75 MR AR ®14,109,0007T
(2017: RMB3,644,000) and a write-off of inventories of (20175 : AK¥3,644,0007T) RfF EMEHA R
RMB18,357,000 (2017: RMB42,836,000) were recognised in #18,357,0007T. (20174 = A K #42,836,000
profit or loss. TL)ERIEsS IR
TRADE AND NOTES RECEIVABLES 19. EWEZRIEREVRREE
2018 2017
RMB’000 RMB’'000
AR¥ T AREEFTT
Trade receivables FEWE 5508 2,349,308 2,011,083
Notes receivables EW =R 89,978 52,937
2,439,286 2,064,020
Less: Allowance for bad and doubtful debts i : FIZEEE (273,900) (351,266)
2,165,386 1,712,754
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19. TRADE AND NOTES RECEIVABLES (Continved) 19. EIWEBE B EEREWERE »)

An ageing analysis of trade and notes receivables at the end RIEZHEH  EMNREBERARE IR EY
of the reporting period, based on the invoice date and net of ESRIEREREENRR ST ¢

allowance, is as follows:

2018 2017
RMB’000 RMB’000
AR®T T ARETTT

0 to 60 days 0Z60H 1,682,123 1,383,404
61 to 180 days 61£2180H 450,914 208,602
181 to 365 days 1812365H 32,349 120,748
More than 1 year but within 2 years —FUAEERER - =
More than 2 years but within 3 years MELA EBE=FR - =
2,165,386 1,712,754
The average credit period granted on sale of goods ranged from I FINEE DL EEE AN TF60E90H -

60 to 90 days.

Movements in allowance for bad and doubtful debts during the FRAREREBREONESESOT :
year were as follows:

2018 2017
RMB’000 RMB’000
ARMT T ARBTT

1 January 1518 351,266 407,121
Initial application of IFRS 9 20 PR B R B 765 e 2 22 I S8 9 5% 3,209 -
Written off kit (110,310) (103)
Impairment losses recognised ERERREEE 44,976 12,402
Reversal of impairment losses previously WIER 2 REEERD

recognised (19,970) (59,005)
Exchange difference PEH =58 4,729 (9,149)
31 December 12A31H 273,900 351,266
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19. TRADE AND NOTES RECEIVABLES (continved) 19. EWB SEIER EWEE »)

The aged analysis of the trade and notes receivables that are 81 BRE I AR (E BY B U B 5 R TE I B IR IR Y
past due but not impaired is as follows: BREC D ATLO T -

2018 2017

RMB’000 RMB’000

AR¥T T ARBT T

Less than 6 months past due BERS 2 7~ A 81,033 129,546
Over 6 months past due BER/SE A £ 14,309 33,794

95,342 163,340
Receivables that were past due but not impaired relate to a BEEY R ENENSEEZ LB YIRS A
number of independent customers that have a good track record B MEESEAEELRBIFHELEDLE - B
with the Group. Based on past experience, the directors of the A& AAREERAAAEEZREER
Company are of the opinion that no provision for impairment HEANE  MESIENETSSKE - HR
is necessary in respect of these balances as there has not been 22l S A S ST R (B B o

a significant change in credit quality and the balances are still
considered fully recoverable.

Notes receivables are stated at FVTOCI. The directors are of FEU Z= 4 TR A FEESF A E 42 E R EALE o
the opinion that the carryings amounts of notes receivables EEDAENKEE Y EEESRKE Y AEEHE
approximate to their fair value. =
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20. PREPAYMENTS, DEPOSITS AND OTHER 20. Ef{5IE * RE& R HMttEWERIE
RECEIVABLES
2018 2017
RMB’000 RMB’000
AR¥T R ARETIT
Advance to suppliers [ FE R #A K 277,303 203,339
VAT recoverable 7] 3R [B] 3 {E F 25,292 2,267
Deposits paid for acquisition of property, BEWE  BERREBEHENZS
plant and equipment 11,276 15,778
Deposits paid for other loan arrangement HEMERTHSI N2 ikE 3,133 3,134
Refundable deposits AR EES 846 3,578
Others HAh 38,978 12,252
356,828 240,348
Less: Allowance for bad and doubtful debts & : RIZERE S (70,886) (101,324)
Total At 285,942 139,024
Less: Current portion B mENEE D (271,533) (120,112)
Non-current portion EmENE D 14,409 18,912
Movements in allowance for bad and doubtful debts during the FARZERBENZZHOT
year were as follows:
2018 2017
RMB’'000 RMB’'000
ARET ARBT T
1 January 1R1H 101,324 132,374
Initial applications of IFRS 9 )45 18 R BRI B 75 e 5 ZE R R 955k 796 -
Impairment losses recognised BERREEE 17,857 12,385
Reversal of impairment losses BRI R EEERRD
previously recognised (5,655) (16,909)
Write-off H5H (43,436) (26,526)
31 December 12A31H 70,886 101,324

None of the above assets is past due. The financial assets

included in the above balances relate to receivables for which

there was no recent history of default.
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21. AMOUNTS DUE FROM/TO RELATED

SCUD GROUP LIMITED
REREBBRAT

PARTIES

The amounts due from/to related parties are unsecured, interest-
free and repayable on demand.

The information disclosed pursuant to Section 383 of the Hong
Kong Companies Ordinance (Cap.622) is as follows:

OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
an\ /=~ jﬁ%#&% IZT—_I-A-I

For the year ended 31 December 2018 & Z2018F 12 731H 1F F/Z

21. BWFRAEA L RIE

FEYL R EAEATRE
BEREE -

KRR EEA 2B HA

RIBEBB R GHENI (56225 ) 383K BHEEN
BRI :
Maximum
amount Balance at Balance at

outstanding 31 December 31 December

during the 2018 2017
year 120185 20174
FRARMEE 12A31A8 12A318
EatHE RE 2 BV A B
RMB’000 RMB’000 RMB’000
AR¥T T AR¥T T AREFTT
Scud Stock (Fujian) Co., Ltd. (Note i) f@ERERRIMD AR A ) (H5E) 79,926 75,570 79,926
EBTEB New Energy Technology Co., S{AE#FTARERHEZAR AR
Ltd. (Note ii) (P &Eii) 171,866 170,809 132,967
Fujian Scud Senior Technician Training 182 RERR S F T THEIISER
School (Note iii) (B =i ) 3,848 3,848 513
Fujian Scud Technology Co., Ltd. BENREREHBER AR
(Note iv) (Bt =Eiv) 1,841 1,841 -
Fujian Scud Power Technology Co., RERERS HEHER A A]
Ltd. (Note v) (Kt &Ev) 22,713 8,701 22,713
Fuzhou Shanghe Electronics Co., Ltd. &/ FFIEFHER AT
(Note v) (BizEv) 23,040 23,040 10,060
283,809 246,179
Notes: F5E

(i) Its directors and shareholders, Mr. Fang Jin and Mr. Guo
Quan Zeng (Mr. Guo Quan Zeng ceased to be its director
and shareholder with effect from 27 August 2018 and
30 August 2018, respectively), were also the directors
(both resigned with effect from 27 September 2018)
and shareholders (Mr. Guo Quan Zeng ceased to be a
shareholder from 24 September 2018) of the Company.

(i) Its director is the son of Mr. Fang Jin, a director (resigned
with effect from 27 September 2018) and shareholder of
the Company.

(iii) Its director, Mr. Fang Jin, is also a director (resigned with
effect from 27 September 2018) and shareholder of the
Company.

() HEERBREAEEERIBRIBIEE(S
RigE S RIR2018F8H27H X20184F
SHI0HETEEZEERTHEERE)NA
ARAlzEE(W AL R2018F9H27H
L) MR R (P RIB LA E2018F9 A24
ARETBAKE) -

(i) HEEZAF2AE(RARARIESR(ER2018
FOH27AFHE) RIRR) ZF

iy EEZHSEENAERRRZER(ER
201849827 HBHE) RARER o
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TATEMENTS : =

21.AMOUNTS DUE FROM/TO RELATED 21.FEW {JREEATHE®)

22,

23.

178

PARTIES (Continued)

Notes: (Continued)

(iv) Its shareholder, Mr. Fang Jin, was also a director (resigned
with effect from 27 September 2018) and shareholder of
the Company.

(v) Its director and shareholder is the son of Mr. Fang lJin, a
director (resigned with effect from 27 September 2018) and
shareholder of the Company.

PLEDGE OF ASSETS

At the end of the reporting period, the following assets have
been pledged by the Group in favour of the banks as guarantees
for the issuance of bank accepted notes for payments to
suppliers and landlord as collaterals for electricity expenses
payable and pledged for other loans:

22,

BizE : (&)

(ivy ERERAFESLE  ENARARRZES
(B 7201859 H27 B ) RARER -

v) HEEERREASTSALE(ARRIZES
(BER2018F9 A27BBHE) RIRF ) 2 F ©

EERH

RBERR AEBEDHATEEER TR
17 (ERAKERE N RME BRITELER 2
ER - FRENEZNERMEMRTEE RE
RERFEMEKAOEIR -

2018 2017
RMB’000 RMB’000
ARMTF T ARETT

Property, plant and equipment (Note 15)  #1% - B & 2& 4 (Mf3E15) 38,133 121,252
Investment properties (Note 16) HEME(ME16) 66,188 -
Bank deposits RITIFR 978,011 645,388

1,082,332 766,640
BANK BALANCES AND CASH 23. RITHERRIRE

Bank balances and cash comprise cash held by the Group and
short-term bank deposits with an original maturity of three
months or less.

The Chinese Renminbi (“RMB”) is not freely convertible into
other currencies, however, under the PRC’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through banks
authorised to conduct foreign exchange business.

RITEREASERAREFENR S KRR
HIR A =8 A KA TH R BERIT A o

ARBTARBE DI AR BEMBER
A - BPBIMNEE B IROI RAEE EERN
EEEMRTE  AREAKHEREETINESL
MEBZRITHEARK -
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24. TRADE AND NOTES PAYABLES

2. ENEZREARENRRE

2018 2017

RMB’'000 RMB’000

ARBT T AREFT

Trade payables ENE 5508 1,348,142 998,006
Notes payables R EE 1,953,788 1,293,814
3,301,930 2,291,820

An ageing analysis of trade and notes payables at the end of the

reporting period, based on the invoice date, is as follows:

REBHZR - RNBERRENE S FAREN

SRERMREDTT

2018 2017

RMB’'000 RMB'000

AR¥T T ARETFT

0 to 60 days 0Z60H 2,476,973 1,699,294
61 to 180 days 6121808 763,587 512,443
181 to 365 days 1812365H 9,647 33,608
More than 1 year but within 2 years —FAERFERN 17,065 18,445
More than 2 years but within 3 years MEAEEBE=FR 9,453 15,886
Over 3 years =FLAE 25,205 12,144
3,301,930 2,291,820

Trade payables principally comprise amounts outstanding for

trade purchases and ongoing costs. The average credit period

taken for trade purchases ranged from 30 to 90 days.

ENESHRATEBRESBERIFERAN
AXNHKIE - BZBENEEHFHNF3I0R

£90H -
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TATEMENTS

25. OTHER PAYABLES, RECEIPTS IN ADVANCE 25 H{bfE(t=h1E - AR E B R ELT

AND ACCRUED CHARGES EH
2018 2017
RMB’000 RMB’000
AR®T T ARETTT
Deposits Ee - 37,030
Contract liabilities AHAaE 31,031 -
Payroll and welfare payables FERT T R B FI 32,105 22,138
Accrued expenses FEET RS 19,108 17,026
Payables for acquisition of property, plant ~ BEEWE¥ - HE & REEN A
and equipment 160 1,129
Other tax payables HAb eI 41,618 124,090
Withholding tax liability FANHIEEE 9,000 9,000
Others Hih 15,823 39,348
148,845 249,762
31 December 1 January 31 December
2018 2018 2017
20184 20184 20174
12A31H 1818 12H31H
RMB’000 RMB’000 RMB’000
AR¥T T AR¥T ARETT
Contract liabilities arising from: ELXEBATREZAL
8f& :
Sale of lithium-ion battery modules  $4% fE AR F 1 & 03548
and related accessories for mobile BFEMIOIERETFEM
phones and digital electronic R4 A R
appliances 31,031 37,030 -
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25. OTHER PAYABLES, RECEIPTS IN ADVANCE 25 HbfE{th1E - A E R ELT

AND ACCRUED CHARGES (continued) Eﬁ(,{%)
Typical payment terms which impact on the amount of contract FELSNBBELSENHRANIERMT -

liabilities are as follows:

Sale of lithium-ion battery modules and related accessories HEERANFRRIBEEFERNERTE
for mobile phones and digital electronic appliances iR R A B4
As noted above, the deposit the Group receives on sale of BRIl NEEEHERBAN FHLEEHE
lithium-ion battery modules and related accessories for mobile B E AR T B0 R AR K A B R R AT
phones and digital electronic appliances remains as a contract BHZSNAESHBE B2 STRIE
liability until such time as the work completed to date outweighs HRIEZ SR o
it.
Movements in contract liabilities EHEERH
2018
RMB’000
AR¥T T
Balance as at 1 January M1 A8 2 &% 37,030

Decrease in contract liabilities as a result of RAFEEARRUFZREVLEEANAEE
recognising revenue during the year that A)MEHALE B (H3t6)
was included in the contract liabilities at the

beginning of the year (Note 6) (37,030)
Increase in contract liabilities as a result of $EEERZBWRBEMERENEELIN

receipts in advance on sale of goods 31,031
Balance at 31 December R12A31B 2 &8 31,031
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26. BORROWINGS 26. B

182

2018 2017
RMB’000 RMB’000
ARET ARBT T
Bank loans (Note (a)): ER (@) :
Secured bank loans E?ﬁ?ﬁﬁﬁgm 247,170 279,340
Unsecured bank loans I IRIRITE R 133,378 131,039
380,548 410,379
Other loans (Note (b)) H Aty & 51 (b)) 19,431 8,431
Obligations under finance leases (Note (c)) EtERE & & (M3 () - 2,350
399,979 421,160
Notes: B3
(@) The terms of repayment of the bank loans are as follows: (@) RITEFERFHMOT :
2018 2017
RMB’000 RM‘B'OOO
ARMT T AREFTT
Current portion: mENER S
Within 1 year or on demand —FERNRIRENR 380,548 410,379

As at 31 December 2018, bank loans of approximately
RMB247,170,000 (2017: RMB279,340,000) were secured by
the Group’s property, plant and equipment with a carrying
amount of RMBNil (2017: RMB16,460,000) (Note 15),
land under finance lease and investment properties with
aggregate carrying amount of RMB75,876,000 (2017: land
under finance lease and buildings with aggregate carrying
amount of RMB71,261,000) (Note 15 and 16), bank
deposits of RMB978,011,000 (2017: RMB645,388,000) (Note
22) and by personal guarantee from the Company’s director
and controlling shareholder, Mr. Fang Jin, for certain bank
loans of the Group up to an amount of RMB380,548,000
(2017: RMB410,379,000).

The average effective interest rates per annum (which are
also equal to the contractual interest rates) on the Group’s
bank borrowings are as follows:

M20185128318 © £ A R #247,170,000
J0(20174 : AR ¥279,340,0007T ) IR 17
ERAAEEREEAREZIT(2017F ¢
AR #16,460,0007T) (HIE15) 8902 - %
B K& & HERmEARE7T5,876,000
TR R A& + it N I E (20174 ¢
BEETEE A R71,261,000c gt EFHE
T RIEF) (K150 MsE16) AR
978,011,0007C(20174F : A #645,388,000
70) (Mi5E22) MER1TER R AR B E M i
BERFSEERRAERRESCERTS
#Z A R #380,548,0007T (20174« A R
410,379,0007T) K935 T SR1TE FRATIEE A KE
{RIEAF ©

AEBHRITERNDFHBERFEN XN
HERBLOFE)MT

2018 2017
RMB000 RMB'000
AR®T T AREFTT
Average effective interest rate on fixed- [&E B &2 FHERRFI =
rate borrowings 4.69% 3.92%
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26. BORROWINGS (continued)
Notes: (Continued)

(b)

Other loans:

The Group obtained other loans from a financial institution
(2017: two financial institutions). These other loans are
secured by certain plant and machinery of net carrying
amount of RMB26,972,000 (2017: RMB31,535,000) (Note
15) bear fixed interest rate at 4.75% per annum and are
repayable in three years.

The average effective interest rates per annum (which are
also equal to the contractual interest rates) on the Group’s
other loans are at 4.4% (2017: 4%).

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

26. B
WisE < (48)

(b)

HA B :

AEER —FHSmEEQ07F : MHES
RIME)ESEMER - 2SEMERHBE
FERmEFE A AR 126,972,00070(2017
£ . AR#¥31,535,0007T) (FzE15) A=
R 2R IR - BEIE FFIE B475% RBER=

FREE -

AREBHME RN FEHERFEF RIS
RELDRE)BLA% (20175 : 4%) o

2018 2017
RME’000 RMB'000
AR¥T T ARETFT
Current portion: mENE S :

Within 1 year or on demand —FARIZER 10,038 3,253

Non-current portion: EmEnEia:
After 1 year but within 2 years —FRERWENRN 9,393 5,178
Total FEy 19,431 8,431
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26. BORROWINGS (continued)
Notes: (Continued)

(0)

184

Obligations under finance leases:

The Group leases some of its plant and machineries. Such
assets are generally classified as finance leases as the rental
period amounts to the estimated useful economic life of
the assets concerned and often the Group has the right to
purchase the assets outright at the end of the minimum
lease term by paying a nominal amount.

As at 31 December 2017, the Group has obligations under
finance leases repayable as follows:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

26. B )
WiEE - ()

(@

Total minimum

MEHEEE

AEEBEEETHE RS - ANER
HEREREE AT ERKESR -
AR EE T AN & HE AR
HETRHELBEREE  SRFEE
BENERBERE -

MR2017%F 128318 » AEE#EE N ER
MmEREAENT

2017
Interests of the Present value of
minimum lease  the minimum

lease payments payments lease payments
®EHEE ®EHEE =EHEE
R4z RS NRE
RMB‘'000 RMB’000 RMB’000
ARET T ARBT T ARBT T
Current portion: mENES
Within 1 year or on demand —ERYIRERK 2,378 28 2,350

The Group’s obligations under finance leases are also
secured by the guarantee of a director and substantial
shareholder of the Company and a related company.

AEEREHEABETAARA—RES
REBBRRE—REEQRRMHER -
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27. AMOUNTS DUE TO DIRECTORS 27. B EERE
The amounts due to directors are unsecured, interest-free and ENEZTREAEET - 22 BEIRERE
repayable on demand. = o

28. DEFERRED TAX ASSETS AND LIABILITIES 28. OEZMELH ESERERE

RECOGNISED
The components of deferred tax assets/(liabilities) recognised RERNEREMBRAXRBERNELEFHIAEE
in the consolidated statement of financial position and the E/(aE)BHREBHET :

movements during the year are as follows:

Provision
Impairment for write
loss on trade  Accelerated down to net  Undistributed

and other  accounting  Provision for realisable  profits of
receivables depreciation  warranty value  subsidiaries Tax loss Others Total
EyESA
REAEY i3 ER  WAZT2 WA
FEREEE  ERFE  REBERE  REERE  AAWEW  REER i fa3f
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETR  ARBTR  ARETRT  ARBTR ARETR ARETR ARETR

1 January 2017 W7E1A18 75,558 (117) 186 259 (5,360) 65,148 (137) 134597
Credit{charge) to proft or loss WEEREA/ () 4,789 17 (383) 1325 - = 1377 7205
31 December 2017 and 1 January 2018 2017128318 R2018&1 418 80347 - 103 1,584 (5,360) 65,148 - W
Crediticharge) to profit or loss BRI A/ (1) 6,874 = (3) 333 = (12147) = (1973)
31 December 2018 WIBENA3IR 87,21 - 80 4,907 (5,360) 53,001 - 139809
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28.

186

DEFERRED TAX ASSETS AND LIABILITIES
RECOGNISED (Continued)

For presentation purpose, certain deferred tax assets and
liabilities have been offset in the consolidated statement of
financial position. The following is an analysis of the deferred tax
balances for financial reporting purposes:

2. CERNELERBEEEREE 2

MEIME  BETEEHREERBBECRE
SRR - U T BRI B ®RE ML
HRE B IR AR DA -

2018 2017
RMB’000 RMB’000
ARBT T ARBT T
Net deferred tax assets recognised in the RERE IR R AR 2 IEET
consolidated statement of financial position B & EFE 145,209 147,182
Net deferred tax liabilities recognised in the RERE B TSR R AR 2 IR IETR
consolidated statement of financial position IHAEFE (5,360) (5,360)
139,849 141,822

The Group has tax losses carry forwards amounting to
approximately RMB26,855,000 (2017: RMB23,993,000) which
relate to subsidiaries that have a history of losses and may not
be used to offset taxable income elsewhere in the Group. These
subsidiaries have no temporary taxable differences which could
partly support the recognition of deferred tax assets. Also, there
are no tax planning opportunities available that would further
provide a basis for recognition.

If the Group was able to recognise all unrecognised deferred tax
assets, profits would increase by approximately RMB6,714,000
(2017: RMB5,998,000).

NEE B HEEBIEEREL A K %26,855,0007T

(20174 : AR#23,993,0007T) @ 1S

Ko & 8715 518 RO T B8 A B Fx AR 4 AT FA LA 8 AN

5 B H A5 A ERR AU © IEFME AR

| H D IS ERIEEH IHE ENERT LR

ZERE o AN - WEERRIAST RIS LU — PR
RELLE o

AL E R A RERNELEHBEEE
St F S 1 AN #9 A R #56,714,0007T (20174 = A
R #5,998,0007T) ©
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28. DEFERRED TAX ASSETS AND LIABILITIES 28. CRIANWELRBEEERER 2

RECOGNISED (Continued)

According to Articles 3 and 37 of the PRC Enterprise Income Tax
Law, distribution of dividends by a foreign investment enterprise
in China to its non-tax resident foreign investor is subject to
Enterprise Income Tax at source on a withholding basis. The
standard withholding tax rate pursuant to Article 4 of the PRC
Enterprise Income Tax Law is 20%. According to Article 27
of the PRC Enterprise Income Tax Law and Article 91 of the
Detailed Implementation Rules of the PRC Enterprise Income
Tax Law, the applicable withholding tax rate has been reduced
to 10%. Under the Arrangement between the Mainland China
and Hong Kong Special Administration Region (“HKSAR") for
the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion, or Mainland China/HKSAR Double Taxation Agreement,
Hong Kong tax residents which hold 25% or more of a PRC
enterprise are entitled to a reduced dividend withholding tax rate
of 5%.

In addition, according to Cai Shui [2008] No.1, a circular jointly
issued by the Ministry of Finance and State Administration of
Taxation on 22 February 2008, distribution of dividends out of
pre 2008 retained profits by a foreign investment enterprise to
its foreign investor in or after 2008 is exempted from Enterprise
Income Tax, whereas distribution of dividends out of profits
generated by a foreign investment enterprise in or after 2008
shall be subjected to Enterprise Income Tax in accordance with
the relevant articles of the PRC Enterprise Income Tax Law and its
Detailed Implementation Rules as described above. Accordingly,
dividends receivable from certain subsidiaries in respect of profits
earned since 1 January 2008 is subject to 5% withholding tax.

BB BEMEMEREEIEREIER - P
INEIREREREATERIINEREEREZ
IREARENE T XN ERER - B
BHRBECEMSRAFME EEBBIRE A
20% ° MBHEFBBEMETHIEE 276K+ E
B REAEMIEFISEME - @R Em
TREFZE10% o RIECA TS B B BIITHE
([BEBFRITHE D BARE RS2 EEHH
MBI IERIRTR A ZHE) » RIS AFPEEE25%K
A ERE=EBEBARER - ATREER K%
MR B FENFL

SN - ARIR BB ED I B R B A 48 B P 200842
R22BHEEMHOCBREEMSETE TESR
BR R A ) (B4F{[2008]15%) » 20084 Z B Fh
EIRERFEEKHRERSBEFE - £20085
2 EDBEINEIZEED - Al RBREMS
Tt M20084F 3k 2 & FFE NI B D E R FTIT
FESES - Ak b B EEREREA BIIE
Bl R B EEOI S A EEMER - Bt - &F
MEB A RIF E20084 181 HMARES KGRI
FEM AR B 7B B AR5 % HITEANEL
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28. DEFERRED TAX ASSETS AND LIABILITIES 28. CRIANWELRBEEERER 2
RECOGNISED (Continued)

At 31 December 2018, the Group’s share of aggregate amount 2018512 A31H » AEEE(REAR QA E
of temporary differences associated with retained earnings of the MEBARRERBTEANERERS ENHARE
Company’s PRC subsidiaries was approximately RMB291,214,000 291,214,0007T(20174F : AFK#291,214,0007T) °
(2017: RMB291,214,000. Deferred tax liabilities have not been all BN AEE RSB O TR Z R 2 R B
provided for in the consolidated financial statements in respect ZFNA BRI ERE - REBWEBLIEN
of the Group’s share of temporary differences attributable to $"ﬂ¢'IFﬁ%’“ﬂ%%iﬁ?&fw&{ﬁz%ﬁiﬁﬁ%%
retained profits of the Company’s PRC subsidiaries as the Group RARE BTG R (R IR IE R TE B E R o

is able to control the timing of the reversal of the temporary
differences and it is probable that the temporary differences will
not reverse in the foreseeable future.

29. SHARE CAPITAL 29. IR

Number of

ordinary shares

of HK$0.10

each
FR0.10E T Amount
ZEREE Ex-]
in Thousands RMB’'000
& ARBTT

Issued and fully paid: EETREE :
At 1 January 2017, 31 December 2017 R2017F1A18 ~ 2017F &

and 2018 20185 12H31H 1,090,001 107,590
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30. RESERVES 30. &%
The reconciliation between the opening and closing balances of REBGZEERNSER D NRET RERLE
each component of the Group’s consolidated equity is set out NHBRHENGEERETSER - XRRFI R
in the consolidated statement of changes in equity. Details of FERFERNS S rES B 2 5 IEEHI DT -
the changes in the Company’s individual components of equity
between the beginning and the end of the year are set out
below:
Share
Share Capital option Translation Retained
premium reserve reserve reserve profits Total
REE EXRE BRERE B R E REEF @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARBTr ARETT ARETT ARBT:R
1 January 2017 »201761 318 619,288 250,887 14,811 (56,306) 39,098 867,778
Loss for the year AEEEE - - = = (1,315) (1,315)
Equity settled share based BmtE R AR,
transactions R5 - - (14,811) - 14,811 =
Other comprehensive income Hip 2 HEME - - - (47,556) - (47,556)
Total comprehensive income for AFEEEANZEE
the year = = (14,811) (47,556) 13,496 (48,871)
At 31 December 2017 and 017F12A318 K
1 January 2018 018F1A1H 619,288 250,887 - (103,862) 52,594 818,907
Loss for the year rEEER - - - - (1,499) (1,499)
Other comprehensive income Hip 2 mies - - - 32,629 - 32,629
Total comprehensive income for AEEE2ANEEE
the year - - - 32,629 (1,499) 31,130
At 31 December 2018 20185128318 619,288 250,887 - (71,233) 51,095 850,037
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31. NON-CONTROLLING INTERESTS 31. iR fER
Summarised financial information in relation to the Group's AEBEEEANFFIERER ([ FEERER ) 2
subsidiaries that have material non-controlling interests (“NCls”), WEBARRNEBRNYEAIZHBEE RERT
before intra-group eliminations, is presented below: (1l N

2018 2017
Percentage of equity interest held by NCls: FFIZEfR ST hER= A DL ¢
Shenzhen Hongde and its subsidiary R BEREE AR 21% 21%
For the year ended 31 December 2018 BZE2018F12A31ALEE

Shenzhen Hongde
and its subsidiary

RYE =
EHKHEBA A
RMB’000
AR¥T T

Revenue Wz 231,434
Profits for the year NE 13,347
Profits allocated to NCls Bl FEIE AR 2 2 i A 2,810
Cash flows from operating activities KETEAFEERE (15,824)
Cash flows from investing activities KEEHFMERERE (1.811)
Cash flows from financing activities BEEBFSReRE 12,424
Net cash outflows Remt F58 (5.211)
Current assets mEEE 185,894
Non-current assets FEREEE 36,372
Current liabilities mEaE (147,874)
Net assets FEE 74,392
Accumulated NCls REF IR E R 14,001

190



SCUD GROUP LIMITED
REREBBRAT

~ NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31. NON-CONTROLLING INTERESTS (continued)

For the year ended 31 December 2017

31.

RE ISR AR MR
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IR RS ()

HBE2017F128318 LFE

Shenzhen Hongde
and its subsidiary
IR E

N E B AR

RMB’000

AREETTT

Revenue U8 255,293
Loss for the year REEEHE (5,909)
Loss allocated to NCls DB TR E R 2 B8 (1,244)
Cash flows from operating activities REEFARREERE (8,921)
Cash flows from investing activities KERHABREME 695
Cash flows from financing activities REEBAERESRE 7,181
Net cash outflows IR F R (1,045)
Current assets MENEE 220,288
Non-current assets ERBNEE 39,287
Current liabilities mEAE (198,252)
Net assets FEE 61,323
Accumulated NCls ZET IR S 11,249
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32.

192

SHARE OPTION SCHEME

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

The Share Option Scheme was adopted for a period of 10 years
and expired on 2 December 2016 and the Company by ordinary
resolution in general meeting or the board of directors of the
Company may at anytime terminate the Share Option Scheme
without prejudice to the options granted during the life of the
Share Option Scheme and which remain unexpired immediately
prior to such termination.

The total number of shares in respect of which options may be
granted under the Share Option Scheme shall not exceed 10%
of the shares of the Company in issue at the time of listing,
without prior approval from the Company’s shareholders. The
total number of shares issued and to be issued in respect of
which options granted and may be granted to any individual in
any one year is not permitted to exceed 1% of the shares of
the Company in use at any point in time, without prior approval
from the Company’s shareholders. The number of shares issued
and to be issued in respect of which options granted and may
be granted to a substantial shareholder or an independent
non-executive director or any of their respective associates
representing in aggregate or with an aggregate value in excess
of HK$5,000,000 must be approved in advance by resolution of
the Company'’s shareholders (voting by way of poll).

ATEMENTS .

32. IR RESTE

RNAR) 2 BERAET &I ([ BT &) TR &
2006512 A3 H il 2 T iMRZRERMN o IR
Bz BN REHASEEERM 2 A ER
SEEWVHEEERDEERRAARDF - K
RAIRORERREEBHNBEEMS 1 - BRkE
SENSER2EEAEASEEEREER
AEBEZSRARUAEEEERIBHEAE
BEEERMAENAEEEERES - AARE
Bl A DR AR ftEy - KB
A BE EBBH -  AECEEBBME B
AR ER -

ZIBRE BB FERARTF - EN20165F12
A2R2|8 - EEBZBERE S FHRME T
B 8 A B T R BE AR L BT ) R JE i 0 BB AR 2
BE T ARAAERRAG L2 EBRAR
HARRBERG A PEAIR AR LB ARER

£l

RERNBRRE LB - BIRZBRAET S
ARERE 2 BREMY Rz RDES - T 5
BANE ETRBEBETRG Z210% ° REERR
IR B - FNME (A —F B & K AT B M) ] &
BIATEE ZEREMPR 2BEITRETE
TRIDAEE - TREAARRARBREETRG
Z1% o BAE R ATREA = B RSB IEMITE
EREMBECHEATRLE 2 BRERP R
ZEBETRETEITROBELFMPSEEH
#8385,000,000/ 7T« MABEAR R AR R (LA
ERRFHR)ELBAE ©
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32. SHARE OPTION SCHEME (Continued) 32. IR AEET &)

Upon the grant of an option, a consideration of HK$1 is payable
and the relevant option may be exercised in accordance with
the terms of the Share Option Scheme at any time during the
exercise period to be determined by the board of directors,
which shall not exceed 10 years. The exercise price of the options
shall be determined by the board of directors of the Company in
its absolute discretion but will in any event not be less than the
higher of (i) the closing price of the Company’s shares as stated
in the daily quotations sheets issued by the Stock Exchange
on the date of an offer of an option by the Company (which
must be a business day); (ii) the average closing price of the
Company’s shares as stated in the daily quotations sheets issued
by the Stock Exchange for the 5 preceding business days of the
day of the offer of an option; or (iii) the nominal value of the
Company's shares.

Each option gives the holder the right to subscribe for one share
of the Company. Share options do not confer rights on the
holders to dividends or to vote at shareholders’ meeting.

Details of the share options outstanding during the year ended
31 December 2017 are as follows:

ERBERER  ARARMATZRELRA
REEGMEE 217 R iR % B gt
B2 RRTTRARBERE - ERTREBTEE
BI0F - BREZTHEERAAREFTS2E
BISERE - HEEBOASTEER THIFEF
Z&mE ()VARABRNRAARREZRLE
g R (BEREXER)EMIMEH2FH
WEXRMAIZBME  (ARFRNHIRELR
HEEAEE AR SEE R A EMRMEL 2EZH
WERMAIZFHWTE i) N R A Z
H1E

BOBREETHEARNREARR — KK
0o BEEYEE TRHEABNBREHNER
RE LB ZHERMN -

HE2017F12831HIEFEHREERITEZE
ARRERFIBINT ¢

Number of
share options

BREHE

Outstanding at 1 January 2017
Lapsed during the year ended 31 December 2017

201741 B 18 HARTTE
REZE2017412 A31 B I-FFE B K3

80,000,000
(80,000,000)

Outstanding at 31 December 2017

72017912 A31 BRI =

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

2014566 198 (T H AR N 57= —
FRTMETEEAEENERE, ATE
A&H%0.233768 L - BEEHBEREZFHHA
FEAEE L £18,701,0008 TL(HHE R AR
14,811,0007T) °
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32.

194

SHARE OPTION SCHEME (cContinued) 32. BIRERE(2)

The following assumptions were used to calculate the fair values
of share options:

19 June 2014

Exercise price HK$0.94
Expected option life 3 years
Expected volatility 55.047%
Annualised dividend yield 1.898%
Risk-free rate 0.442%

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

During the year ended 2018 and 2017, no share-based payment
expenses was recognised in profit or loss in relation to share
options granted by the Company, details of which are as follows:

SERE RN TER D ER TIIRE :

201456 819H
T(E(E 0.94747T
BRETEAER 34
TE AR 18 55.047%
FERKREE 1.898%
£ 3R B ) = 0.442%

H2 01 5% — &F BT AR (U A B R
BATE - BB ATFEZ SRR ER
TMREE MR - BREATE
EEETEBROTASE RS -

HE2018F R2017F EFE - BEUARD AE
Bz RAIHARRMEH 2 EREREBR
R HFEBET

Number of

shares options

BREYE

Outstanding at 31 December 2018 and 31 December 2017 #2018 128318 &2017512 A31 B HATTE Nil 4
Granted during the year RAFERT Nil £
Exercised during the year WAFEEITRE Nil &
Cancelled during the year RAFEREEUE Nil £
Lapsed during the year RAREERY Nil

All the share options were lapsed during the year ended 31
December 2017.

HZE2017F12831HILFE - ZEHBRESES
KRR
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33. STATEMENT OF FINANCIAL POSITION OF 33.ZA/) @Bk R &
THE COMPANY

2018 2017
Notes RMB’000 RMB’'000
MisE AR¥T R AREEFTT
Non-current asset FRBEE
Investments in subsidiaries RHTB R FIRE 34 250,901 250,901
Total non-current asset ERBEEBTE 250,901 250,901
Current assets REEE
Amounts due from subsidiaries FEULH B A T IE 709,012 679,459
Bank balances and cash RITER KRS 3,523 1,165
Total current assets mMENEELBRE 712,535 680,624
Current liabilities REBERE
Other payables H At T FRIA 3 3
Amount due to a subsidiary FERTHT B A T T8 5,806 5,025
Total current liabilities mENBERTE 5,809 5,028
Net current assets REBEEFE 706,726 675,596
Net assets BEE 957,627 926,497
Capital and reserves EXRf#EE
Share capital N 29 107,590 107,590
Reserves fEfE 30 850,037 818,907
Total equity B 957,627 926,497

g il | p

=
FENG MING ZHU LIAN XIU QIN
ST EREE
DIRECTOR DIRECTOR
EFE EF
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34. SUBSIDIARIES

Details of the subsidiaries of the Company at the end of the

reporting period are as follows. The class of shares held is

ordinary unless otherwise stated:

Place of incorporation/ Issued and paid-

establishment and

up share/registered

34. B A F)

RIBEMRARBNBRARFBNOT © FRIES
BHHA - FANRNDERN R EBA

Group's effective

Name of company operation capital ownership interest Principal activities
/BRI R BRTRES/
ARER K afEA rEEENREES TEEH
2018 2017

Great Speed Enterprises Limited British Virgin Islands US$50,000 100% 100%  Investment holding
RRAEEERAT KBRAFE 50,000% 7T RERR
Scud Group (Hong Kong) Company Hong Kong HK$1 100%* 100%*  Provision of corporate management

Limited BA 187 services
REREE(EB)ERAA REAAERRYE
Keen Power Holdings Limited Hong Kong HK$1,000 100%* 100%*  Investment holding
HEEEBRAR BB 1,000 REAZR
Scud (Fujian) Electronics Co., Ltd. PRC US$127,000,000 100%* 100%*  Manufacturing and sale of lithium-

(Note (i)) i 127,000,000 ¢ ion battery modules, powerbanks,

RER(BR)EFERAAME()

* Interest indirectly held through Great Speed Enterprises

Limited

i Interest indirectly held through Keen Power Holdings

Limited

196

motive battery and related
accessories for mobile phones and
digital electrical appliances

HERHE TR RS TERN
BRTSHEA BHER - BN
Bt AR

* BEBRACEBARARMESEER

o OEBBREEEBRAREES AR
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34. SUBSIDIARIES (continued) 34. fitEB A T (#)
Place of incorporation/ Issued and paid-
establishment and up share/registered Group's effective
Name of company operation capital ownership interest Principal activities
i/ RIR BRTRES/
ARER K HMEA rEERAREES TEEH
2018 2017
Scud Battery Co., Ltd. (Note (ii)) PRC US$30,000,000 100%* 100%*  Manufacturing and sale of lithium-
RERZ AR (FEE) H 30,000,000 7T ion battery modules, powerbanks,
power management module,
motive battery, smart wearable
device battery and related
accessories for mobile phones
and digital electrical appliances
HERHEFRREBRS TER
mERTENER BBER -
EREEER PNTH B
FEREE N RERE
Shenzhen Hongde Battery Co., Ltd. PRC RMB38,000,000 79%° 79%°  Research and development,
(Note (iii)) A AR#38,000,0007T manufacturing and sale of
AR A R A & (aE i) lithium-ion bare battery cells
BERFELCME  FERHEE
Dongguan Hongde Battery Co., Ltd. PRC RMB50,000,000 79%" 79%"  Research and development,
(Note (iv)) il AR¥50,000,0007 manufacturing and sale of
REmEES AR AR (M) lithium-ion bare battery cells
BRFELHE  AERHEE
Fujian Green Energy Co., Ltd (Note (v)) PRC RMB5,000,000 N/A 100%"  Not yet commenced business
BESHRARAR (FIFVY) H ARH5,000,0007 TER RARRIRE %
Scud USA Inc. (Note (vii)) USA US$320,000 N/A 100%®  Dissolved on 28 December 2018
RERZEBRAT (e viii) *H 320,000%7T iR 2018512 B 28 A AR AL
#  Interest indirectly held through Keen Power Holdings AR EEERA RIS AR
Limited
@ Interest indirectly held through Scud (Fujian) Electronics Co., e FENEWRER)ETARAAMERZRAE
Ltd. S
* Interest indirectly held through Shenzhen Hongde Battery b BBRIMRRERARARRERSAE
Co., Ltd. a
& Interest indirectly held through Scud Battery Co., Ltd o ERREREM AR A CIRERAER
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34. SUBSIDIARIES (continued) 34. B DT (#)
Place of incorporation/ Issued and paid-
establishment and up share/registered Group's effective
Name of company operation capital ownership interest Principal activities
i/ RIR BRTREH/
DRER BEwE EMEA FEEENETES TEEHR
2018 2017
Patriots Group (China) Company Hong Kong HK$10,000 100%* 100%*  Not yet commenced business
Limited &8 10,0007 HARRESR
FEERE(PE)BRAA
Patriots (Hong Kong) Power Sources  Hong Kong HK$10,000 100%* 100%*  Not yet commenced business
Company Limited B 10,0007C HARBE ¥
FEE (R RARAA
Scud Intelligent Technology Co., Ltd.  PRC RMB50,000,000 100%° 100%"  Not yet commenced business
(Formerly known as “Scud Power R AK#50,000,0007C EENGLEE
System Co., Ltd.") (Note (vi))
REREEMBERA R (FIBARIRER
BRAGBERAR ) (FHaEv))
Scud Electronics Japan Co., Ltd. Japan JPY20,000,000 100%¢ N/A  Research and development and sale
(Note (vii)) AR 20,000,000H A of lithium-ion battery modules,
REREFBARA g4t (FrEvii) powerbanks, chargers and
network terminal products
BETENER BYER 7T
SRBRRRERTERHEE
Scud Hong Kong Trading Limited Hong Kong HK$10,000 100%* 100%*  Trading
RERBBESERAT Bh 10,000 7T 25
* Interest indirectly held through Great Speed Enterprises * EBEACEBRARBEEEAERS
Limited
& Interest indirectly held through Scud Battery Co., Ltd. A BAREREMER AR EERFGER
@ Interest indirectly held through Scud (Fujian) Electronics Co., ° FRRERGER)ETARARMEEREAE
Ltd. iy
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34. SUBSIDIARIES (continued)

Notes:

()

(ii)

(iii)

(iv)
(v)

(vi)

(vii)

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

Wholly-foreign owned enterprise for a term of 50 years
commencing 6 December 2005.

Limited liability company for a term of 20 years
commencing 21 January 2005.

Limited liability company commencing 11 April 2011.

Limited liability company for a term of 20 years
commencing 21 October 2010

Limited liability company for a term of 30 years
commencing 3 May 2013.

Limited liability company commencing 15 February 2017.

(viii) SCUD USA Inc. was dissolved on 28 December 2018.

During the year, none of the subsidiaries had issued any debt

securities.

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

34. fitEB A T (#)
Wi -
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(ii)

(iii)

(iv)
(v)

(vi)

(vii)

(viii)
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35. RELATED PARTY TRANSACTIONS 35. BEALRS
(@) The name of and the relationship with related parties are as () FMEALTREZBREHBEERNAT :
follows:
Name Relationship
=L ke
Fang Jin Director (resigned with effect from 27 September 2018) and controlling shareholder of
ik the Company

RATEEZ(EN20185F9 A27 BEHE) RIEAAEE

Guo Quan Zeng Director (resigned with effect from 27 September 2018) and shareholder (ceased to be a
ZhRIE shareholder from 24 September 2018) of the Company

AAFEEZ(BER2018F9 727 HEHE) KRR (FA2018F9 A24 AR T HREMEK)

Scud Stock Scud Stock (Fujian) Co., Ltd., a company of which Mr. Fang Jin and Mr. Guo Quan Zeng
FREBEAR (0 were directors (Mr. Guo Quan Zeng resigned with effect from 27 August 2018) and
in which Mr. Fang Jin and Mr. Guo Quan Zeng held 67% (and 70% with effect from
30 August 2018) and 3% (and ceased to be a shareholder from 30 August 2018)
shareholding interest, respectively.
RENRERROABERAR  —MASEERTRIEEER/AER (I RIBILEDN20185F
8H27BEHE) & p RIFH67 % (K7 201858 A30H iBHFH70% ) LA K 3% (K&K 201848
A30B A EEERR)RIERN DA

Scud Technology Fujian Scud Technology Co., Ltd., a company in which Mr. Fang Jin held 18%
FREBREHR shareholding interest
BENEBRBHRARAGE - —MASEERF18%KREN QA

Scud Power Technology  Fujian Scud Power Technology Co., Ltd., a company with its director and shareholder
FREBRE HEHR holding approximately 94.55% shareholding interest of the company being the son of
Mr. Fang Jin, a director (resigned with effect from 27 September 2018) and controlling
shareholder of the Company
BENREBRBNERERAR - EHEEZ AR5 %RENES RRR SR AEES
(ER20185F9 A27 HBHE) RIEBRBR T £ REZF

Fujian Youtong Fujian Youtong Industrial Co., Ltd., a company of which Mr. Fang Jin was a director
BERE REKBEFXAERAR  —HAT2EEREEFTHNLA

Fuzhou Shanghe Fuzhou Shanghe Electronics Co., Ltd.,, a company with its director and shareholder
&M A holding 45.45% shareholding interest of the company being the son of Mr. Fang Jin,

a director (resigned with effect from 27 September 2018) and controlling shareholder
of the Company

BN EMEFHRRAT - EEEZARLSA5%BENEERBRRARRTESR(ER2018
FOR27THBE) RIEERIRR T2k EZ T

EBTEB New Energy EBTEB New Energy Technology Co., Ltd., a company wholly owned by Fuzhou Shanghe
ZIARFHEEIR and with its director being the son of Mr. Fang Jin, a director (resigned with effect
from 27 September 2018) and controlling shareholder of the Company
AR BER AR - —HARN ENE2ERENARIREEZTAARAFEE(E
201849 H27 AEHE) RIERIRR T 2L EZF

Scud School Fujian Scud Senior Technician Training School, a company of which Mr. Fang Jin was a
REIRER director and had beneficial interest

BERERSERTEIER  —HASEEREEETTHEERESNAF
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For the year ended 31 December 2018 #Z20184% 12431 H I F/E
35. RELATED PARTY TRANSACTIONS (continued) 35. BEATRF ()
Transactions with related companies during the year (b) &M B 7SR E AbEB o 4 BE AV F N LB

not disclosed elsewhere in the financial statements are

summarised as follows:

BRRZERZ BT

2018 2017
RMB'000 RMB'000
NS AREFT
Rental expenses paid to: EEEA S
Scud Stock (Note i) RERAR (M) 18,031 16,951
Scud Technology (Note i) FERRRH (M 3Fii) 1,276 5
Rental income received from: BAESHA :
Scud Stock (Note ii) RE R 1 (B i) 936 -
Purchases of finished goods from: (Note iv) R < (B
Scud Power Technology RER HRE 8 676
EBTEB New Energy SERER 26,972 59,506
Purchases of raw materials from: (Note iv) FRERME - (Fratv)
Scud Power Technology REBRE R 136 610
EBTEB New Energy SRR 35,767 -
Fujian Youtong RERBE = 876
Purchases of property, plant and equipment BENE  BEREE ()
from: (Note v)
Scud Power Technology REBRE N 103 651
EBTEB New Energy SERTER 11,363 -
Processing fee to Scud Power Technology (Note vi) ARERB BT AMIE(Fizk) 1,550 3,340
Inspection fee to: (Note vii) SARAZT : (Mizhvil)
EBTEB New Energy SRR 530 251
Scud School RERER 88 10,491
Sales of finished goods to: (Note iv) HEHKGT (M)
Scud Power Technology REBENRH 240 7,903
Scud School REBZR 6 -
Sales of work-in-progress Scud Power Technology (Note iv)  WRERB AR EEERR (HzEv) - 916
Sales of raw material to: (Note iv) HERMBT « (Miztv)
Scud Power Technology RERSHRR 416 58,274
EBTEB New Energy SRR 3,103 21,577
Fujian Youtong RERA 554 -
Sales of property, plant and equipment to: (Note v) LENE  BREET (i)
Scud Power Technology REBB AR 415 5,605
Scud School RERER 3 -
Interest income charged from EBTEB New Enerqy (Note viil) A1 5/E 87 A RARER A S M (3 viii) 587 712
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35. RELATED PARTY TRANSACTIONS (continued)

202

(b)

(Continued)

The above transactions were made at prices and terms
as agreed between the parties in the normal course of
business.

Notes:

(i) On 30 December 2016, Scud Electronics and Scud
Stock entered into a lease renewal agreement (the
“New First Lease Agreement”) to extend the lease
period of the existing leased premises for the period
commencing from 1 January 2017 and ending
on 31 December 2019. The annual rental for the
year ended 31 December 2017 was approximately
RMB13,245,000, and the annual rental for the
year ended 31 December 2018 was approximately
RMB14,325,000. The annual rental payable for the
year ending 31 December 2019 will be approximately
RMB14,325,000.

Under the New First Lease Agreement, it was intended
that Scud Stock would lease a warehouse building
to Scud Electronics starting from 1 July 2017. As the
construction of the warehouse building required more
time than originally anticipated, Scud Stock was unable
to make available the warehouse building for use by
Scud Electronics during the period from 1 July 2017
to 31 December 2017 and 1 January 2018 to 30 June
2018. Accordingly, the relevant rent of RMB1,080,000
and RMB1,080,000 was not required to be paid by
Scud Electronics during the year ended 31 December
2017 and 2018, respectively.

On 30 December 2016, Scud Battery and Scud Stock
entered into a lease renewal agreement (the “New
Second Lease Agreement”) to extend the lease
period of the existing leased premises for the period
commencing from 1 January 2017 and ending on
31 December 2019. The annual rental for the two
years ended 31 December 2018 was approximately
RMB4,786,000 and the annual rental payable for the
year ending 31 December 2019 will be approximately
RMB4,786,000.

The rental payable under the New First Lease
Agreement and the New Second Lease Agreement
were determined after arm’s length negotiations
between Scud Electronics, Scud Battery and Scud
Stock with reference to the market rental for similar
properties nearby in the PRC and having taken into
account availability of similar premises nearby and the
cost of relocation.

35 BEALRF 2

(b)

(%)

ARG TN —REHBETRABE S
1% B (EAE R AGRFETT

BEE

() M2016512H308 - MEMRE F
ﬁ%%ﬂﬁ{ﬁn—[iifiﬁ‘r%u%(’— {ﬁ*ﬁ
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35. RELATED PARTY TRANSACTIONS (continued)

(b)

(Continued)

Notes: (Continued)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)
(viii)

On 18 February 2016, Scud Electronics and Scud
Technology entered into a lease agreement (the “Third
Lease Agreement”) for the period commencing 20
February 2016 and ending on 19 February 2017. The
annual rental was RMB37,200 and payable by cash on
a monthly basis.

On 16 May 2018, Scud Electronics and Scud
Technology entered into another lease agreement (the
“Forth Lease Agreement”) for the period commencing
1 June 2018 and ending on 31 May 2021. The annual
rental was RMB2,188,000 and payable by cash on a
monthly basis.

The rental payable under the Third Lease Agreement
and the Forth Lease Agreement were determined after
arm’s length negotiations between Scud Electronics
and Scud Technology with reference to the market
rental for similar properties nearby in the PRC and
having taken into account availability of similar
premises nearby and the cost of relocation.

On 31 October 2018, Scud Battery and Scud Stock
entered into a lease agreement (the “Fifth Lease
Agreement”) for the period commencing 1 November
2018 and ending on 31 December 2018. The monthly
rental was RMB468,200 and receivable by cash on a
monthly basis.

The rental receivable under the Fifth Lease Agreement
was determined after arm’s length negotiations
between Scud Battery and Scud Stock with reference
to the market rental for similar properties nearby in
the PRC and having taken into account availability of
similar premises nearby and the cost of relocation.

The selling prices of finished goods, work-in-progress
and raw materials were determined and agreed by
both parties.

The selling price of property, plant and equipment was
determined and agreed by both parties.

The processing fee was determined by both parties.
The inspection fee was determined by both parties.

The interest rate applied on the loan was determined
and agreed by both parties.

RE ISR AR MR

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

35 BEALRF &)

(b)

(%)

BIEE : ()

(ii)

(iii)

(iv)

(v)

(vi)

MR201652H188 » REME FEHR
ERBBFIVHEERR(E=HEE
Wak]) - EAB201652 208 £ =
20172 R 1981 - FEHREAAR
#37,2007C - EEAUBREIM -

R2018F5H16H @ REMRE THTR
ERERIS— SRz Em
mEERHE])  BHBE2018F6A1
B#EZE20215H831H1 - £EAS
B ARB2,188,000T © BE ALAR
Xt e

FE=mlEEHBELFEOHEERZHET
PEMNEES K HAREREFRRER
B2 ERENTRLUYME 2 TS
Hed BRI REUMEZ ATRER

MN2018%10H31H * REME &
REBRGFIZAERZ(FERMHA
Eipakl) HEBE2018F11 A1HRE
Z2018F12A31HIE - BEAMEE A
AR ¥468,2007T ' 7BF ANIR &I
HY o

FRHBERE T RREES K B R
ERRE M M IRERAD L2 E B
ERLEZ TS E S BRI
D% 2 AT A R R B A AN X o
PREERE °

SR - FRmREM R EERE
TEEXFEE -

WY BERRENEEHRESET

MTERBETERE -

(i) REEHBREHET -

(vii) ERANEHESETLRE

203



SCUD GROUP LIMITED

REREBBRART

F¥y 2018
-

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS =
fra MR R AR M RE

For the year ended 31 December 2018 # %2018 12431 H 1L F/Z

35. RELATED PARTY TRANSACTIONS (continued) 35. AEALRF @)

(c) Other transaction with related party: (0 HEBEATHEMZS
As at 31 December 2018, Mr. Fang Jin has guaranteed M2018F12A318 - 75 @ %&£ £ 5t [
certain bank facilities made to the subsidiaries of the AEBEHNBARRHEESESESEAR
Group of up to an amount of RMB370,598,000 (2017: #£370,598,0007T (20174 : AR#410,379,000
RMB410,379,000). TORE TRITREELER -

(d) Remuneration for key management personnel, including d FEEEEAENHE(SEOME10R
amounts paid to the Company’s directors as disclosed in WENESNAATESMES )T -

Note 10, is as follows:

2018 2017
RMB’000 RMB’000
ARMTF T ARET T

Salaries, housing allowances, other B « (X7 285 « HA ALK

allowances and benefits in kind EYEF 3,433 3,768

Retirement benefits scheme BB FIET B K
contributions 34 44
Bonus bk A - -
3,467 3,812

204



SCUD GROUP LIMITED
REREBBRAT

_ == OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
—_———— e SRR —

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

36.NOTE SUPPORTING CASH FLOW 36. XiFE4SHEXWHT

STATEMENT
Reconciliation of liabilities arising from financing activities: BB EEEEN BB
Obligation under ~ Amounts due  Amount due to
Bank loans Other loans  finance lease to directors related parties
EfEE
RITER AfbEY  REEERE EAESNE ALFHE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBTT ARBTTL ARETT ARETFT
At 1 January 2017 R2017%1A1A 415,094 7,466 7,805 5839 9,653
Changes from cash flow Renesy
Proceeds from new horrowings REFEZZHMEE 520,248 9,999 - - -
Repayment of borrowings ERER (518,815) (9,034) (5,455) - -
Repayment of advances BEHT = = = (228) (3,920)
Interest paid ¥ IFE (18,123) (216) (283) - -
Other changes: ARy
Foreign exchange movement SNES (6,148) - - - -
Interest expense FEREY 18,123 216 283 = =
At 31 December 2017 and R017512A318 %
1 January 2018 2018F1A1H 410,379 8,431 2,350 5611 5733
Changes from cash flow RengEy
Proceeds from new borrowings REF N AEHE 754,469 20,000 = = =
Repayment of borrowings BRI (788,615) (9,000 (2,350) - -
Advance received BB - - - - 44,504
Repayment of advances [BEHH = = = (5.234) =
Interest paid IS (26,134) (1,25) (24) = -
Other changes: R
Foreign exchange movement NEEE) 4315 - - - -
Interest expense FISER 26,134 1,256 24 - -
At 31 December 2018 H2018%128318 380,548 19,431 = 377 50,237
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37. COMMITMENTS AND ARRANGEMENTS 37. RER T H
(a) Capital commitments (a) BEXEE
2018 2017
RMB’000 RMB’'000
AR¥T T AREEFIT
Contracted but not accounted for, in respect EFtiESWE « BE &
of acquisition of property, plant and RAERTAE R A SR
equipment 3,130 10,120
(b) Operating lease commitments (b) KEHERIE

206

(c)

At the end of the reporting period, the Group had
outstanding minimum commitments under non-cancellable
operating leases in respect of land and buildings which fall

due as follows:

RREHR - NEBRETAIHEEKLHA
SR AT BRI EA T i R F MR RIE
APEWT

2018 2017

RMB’000 RMB’000

ARBT T AREF T

Within one year —F R 23,397 22,312
In the second and fifth years inclusive —ERF(EREMFERELEN) 2,685 24,388
26,082 46,700

None of the leases includes contingent rentals. The Group
does not have an option to purchase the leased land and
buildings at the expiry of the lease periods.

Operating lease arrangement

The Group leases its investment properties under operating
lease arrangements as disclosed in Note 35. At the end of
the reporting period, the Group had contracted with tenant
for the following future minimum lease payments receivable

(c)

BREABHETBERAREAE - NAEBRHE
HEmNTEREHE T W RIEFHER
HE o

REHEZH
NEFRBH IS HBENSLHELHMR
EHGEYE - NIREHR > REBRT
Pl R R A AR AR & 1~ Z0 R U poE B2 AR A BT
£

as following:
2018 2017
RMB’000 RMB’000
AR®T T AREETIT
Within one year —FR 5,618 -
In the second and fifth years inclusive —EhF(HEMFEBEERN) - =
5,618 -




38. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial

instruments at the end of the reporting period are as follows:

SCUD GROUP LIMITED
REREBBRAT

38. REA BT 2EMTA
REEHA - SESBTANEEENT -

OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
=k D Eod iR

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

2018 2017
RMB’000 RMB’000
ARMT T ARET T
Financial assets SREE
Financial assets at amortised REBERAGTENSREE BRRE
costs/Loans and receivables W IE
Trade receivables (2017: trade and JEURE S FRIE (20174 : EURE S7KIA
notes receivables) R EWEE) 2,075,408 1,712,754
Financial assets included in prepayments, FTATEM I « RS RE M EWRIED
deposits and other receivables TREE 42,956 11,429
Amounts due from related parties FEURBAZE A -5RI8 283,809 246,179
Pledged bank deposits BRI TN 978,011 645,388
Bank balances and cash RITHBR LIRS 182,659 146,304
3,562,843 2,762,054
Financial assets at FVTOCI RAVEFAREMEHBETENESH
BE
Notes receivables B =S 89,978 -
2018 2017
RMB’000 RMB’000
ARBT T ARBT T
Financial liabilities SRS E
Financial liabilities at amortised costs REHRAHENEHEE
Trade and notes payables S E B TE M R =5 3,301,930 2,291,820
Financial liabilities included in other sFAE A FER FROE - FEURERTE K
payables, receipts in advance and accrued  EETEANSEAE
charges 30,734 94,124
Bank loans RITER 380,548 410,379
Other loans HMER 19,431 8,431
Obligations under finance leases BEREAE = 2,350
Amount due to directors FENEZEEHRIE 377 5,611
Amounts due to related parties FEISTRAZE A T5RIE 50,237 5,733
3,783,257 2,818,448

The above financial instruments which are measured at amortised
costs are not measured at fair value due to their short-term
nature. The carrying values of the above financial instruments

approximate their fair values.

AR A ENSRT A REEHNE
BERAARFEFE - UEeRTANKEEE
BEERNFERE
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TATEMENTS : =

39. FINANCIAL RISK MANAGEMENT AND FAIR 39. ¢ EREERESM T A2 A

VALUES OF FINANCIAL INSTRUMENTS

(a) Financial risk management

The Group's activities expose it to a variety of financial
risks, which include market risk (including foreign currency
risk, interest rate risk and price risk), credit risk and liquidity
risk. Details of the policies on how to mitigate these risks
are set out below. The directors manage and monitor these
exposures to ensure appropriate measures are implemented
on a timely and effective manner.

(i) Interest rate risk management

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

Interest rate sensitivity analysis

The sensitivity analysis below has been determined
assuming that a change in interest rates had occurred
at the end of the reporting period and had been
applied to the exposure to interest rates for financial
instruments in existence at that date. A 1% increase
or decrease is used when reporting interest rate risk
internally to key management personnel and represents
management’s assessment of the reasonably possible
change in interest rates.

208
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(a) EmERERE
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39. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(Continued)

(a) Financial risk management (Continued)

(i)

(ii)

Interest rate risk management (Continued)
Interest rate sensitivity analysis (Continued)

If interest rates had been 1% higher/lower and all
other variables were held constant, the Group’s
profit for the year ended 31 December 2018 would
decrease/increase and the accumulated losses as
of 31 December 2018 would increase/decrease by
approximately RMB3,805,000 (2017: the Group's
profit for the year and the accumulated losses would
increase/decrease by approximately RMB4,104,000).
This is mainly attributable to the Group’s exposure,
to interest rates on its variable rate bank balances,
pledged bank deposits and bank loans.

The Group’s bank balance also expose it to cash
flow interest rate risk due to the fluctuation of the
prevailing market interest rate on the bank balances.
The directors consider the Group’s exposure on the
bank deposits is not significant as interest-bearing
deposits are within short maturity periods in general.

The Group’s sensitivity to interest rates has not
changed significantly from prior year.

Foreign currency risk management

Foreign currency risk refers to the risk that movements
in foreign currency exchange rates which will affect
the Group’s financial results and its cash flows.
Although the Group has certain bank balances and
bank loans denominated in United States dollars,
Japanese Yen and Hong Kong dollars, the proportion
of these foreign currency balances to the Group's total
assets is insignificant. Furthermore, the Group carries
out majority of its transactions in Chinese Renminbi.
Accordingly, in the opinion of the directors, the Group
is not exposed to any significant foreign currency risk.

RE ISR AR MR

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z
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39. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(Continued)

210

(a) Financial risk management (Continued)

(iii) Price risk management

(iv)

In the opinion of the directors, the Group does not
have significant exposure to price risk.

Credit risk management

Credit risk refers to the risk that a counterparty will
default on its contractual obligations resulting in
financial loss to the Group. The Group’s credit risk
primarily relates to the Group’s bank balances, trade
and notes receivables, and other receivables. The
maximum exposure to credit risk in the event that
the counterparties fail to perform their obligations
as at end of the financial year in relation to each
class of recognised financial assets is the carrying
amount of those assets as stated in the statement
of financial position. In order to minimise the risk,
management of the Group closely monitors overdue
debts. The recoverable amount of each individual
debt is reviewed at each of the reporting period and
adequate allowance for doubtful debts has been made
for irrecoverable amounts. In this regard, the directors
of the Company consider that credit risk associated
with the Group’s trade and notes receivables, and
other receivables is significantly reduced.

At the end of the reporting period, the Group
has a certain level of concentration of credit
risk as approximately 38.2% (2017: 17.7%) and
approximately 59.7% (2017: 48.9%) of the total trade
and notes receivables, arising from the Group’s largest
customer and the five largest customers, respectively.

The credit risk on bank balances is minimal because
the counterparties are banks with high credit-rating.

The Group’s concentration of credit risk by
geographical location is mainly in the PRC.
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For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

39. FINANCIAL RISK MANAGEMENT AND FAIR 39. ¢ @EREERESMIT A2 A

VALUES OF FINANCIAL INSTRUMENTS FE )

(Continued)

(a) Financial risk management (Continued) (a) ERIRAREEZ)

(iv) Credit risk management (Continued) (iv) EERBRERE(E)

The Group measures loss allowances for trade AEBZESENFRABREREERE
receivables at an amount equal to lifetime ECLs, which (FIRBEBEREAR) B 2RI
is calculated using a provision matrix. As the Group’s B IRIENEERE - ARNAEEB
historical credit loss experience does not indicate FEEEBERUARTRABRFHE
significantly different loss patterns for different ERBETANEERN - SRR
customer segments, the loss allowance based on past REBTRAREFEHEBE—FRHIBE
due status is not further distinguished between the BB IE L B IR R -

Group’s different customer bases.

The following table provides information about the TRBEEBAAREREMN2018F12 A31 BTG
Group's exposure to credit risk and ECLs for trade MEERBRRERE SFIENEBEEEEN
receivables as at 31 December 2018: &EH}

As at 31

Carrying Dec 2018

amount ECLs allowance A20184

ARTEE TREE B RE 12A831H

RMB’000 RMB’000 RMB’000

ARET T % AR¥EFTT AR¥TR

0 to 60 days 0£60H 1,610,290 0.50% (7,986) 1,602,304

61 to 180 days 612180H 443,208 0.52% (2,454) 440,754

181 to 365 days 1812365H 35,646 9.25% (3,296) 32,350

Total 4=t 2,089,144 (13,736) 2,075,408

Expected loss rates are based on actual loss experience TRHREEETERNBEIFNERERLR - %

over the past 3 years. These rates are adjusted to ) = 456 3R B DA I B U B R 5 B AR R A A

reflect differences between economic conditions SEARR © B AT DA K 7K £ [ e Uk R 0E T8 B
during the period over which the historic data has B BERRNBEEZENER -

been collected, current conditions and the group’s
view of economic conditions over the expected lives of
the receivables.
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For the year ended 31 December 2018 # %2018 12431 H 1L F/Z

39. FINANCIAL RISK MANAGEMENT AND FAIR 39. ¢ EREERESM T A2 A

VALUES OF FINANCIAL INSTRUMENTS EE®)

(Continued)

(a) Financial risk management (Continued) (a) LRIAREREZ)
(iv) Credit risk management (Continued) (iv) EERBREE (B

Prior to 1 January 2018, an impairment loss was
recognised only when there was objective evidence of
impairment (see Note 4). At 31 December 2017, trade
receivables of RMB351,266,000 was determined to
be impaired. The ageing analysis of trade debtors that
were not considered to be impaired was as follows:

M2018F1A1HA - EEEREE
RE B (RHE4) 5 S -RRE
B 18 - R2017F128318 » BN E
53R IB N R#351,266,000 T4 E £
BERE - RERARMEZ B S ER
AZBRERDNTIT

2017

RMB’000

AREFTT

Less than 6 months past due 8 B 6 1E A 129,546
Over 6 months past due #60 BR R B 616 A 33,794
163,340

Receivables that were neither past due nor impaired
related to a wide range of customers for whom there
was no recent history of default.

Receivables that were past due but not impaired
related to a number of independent customers that
had a good track record with the Group. Based
on past experience, management believed that no
impairment allowance was necessary in respect of
these balances as there had been no significant
change in credit quality and the balances were still
considered fully recoverable.
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For the year ended 31 December 2018 & Z2018F 12 731H 1F F/Z

39. FINANCIAL RISK MANAGEMENT AND FAIR 39. ¢ @EREERESMIT A2 A

VALUES OF FINANCIAL INSTRUMENTS EE®)

(Continued)

(a) Financial risk management (Continued) (a) SRIEEEE)
(iv) Credit risk management (Continued) (iv) EEREERE (&)

The Group has adopted general approach to measure
ECLs on financial assets included in prepayments,
deposits and other receivables, and other financial
assets at amortised costs. Under the general approach,
the Group applies the “3-stage” impairment model
for ECLs measurement based on change in credit risk
since initial recognition as follows:

— Stage 1: If the credit risk of the financial
instrument has not increased significantly since
initial recognition, the financial instrument is
included in Stage 1.

— Stage 2: If the credit risk of the financial
instrument has increased significantly since its
initial recognition but is not deemed to be credit-
impaired, the financial instrument is included in
Stage 2.

—  Stage 3: If the financial instrument is credit-
impaired, the financial instrument is included in
Stage 3.

The ECLs for financial instruments in Stage 1 are
measured at an amount equivalent to 12-month ECLs
whereas the ECLs for financial instruments in Stage 2
or Stage 3 are measured at an amount equivalent to
lifetime ECLs.

When determining whether the risk of default
has increased significantly since initial recognition,
the Group considers reasonable and supportable
information that is relevant and available without
undue cost or effort. This includes both quantitative
and qualitative information and analysis, based on the
Group’s historical experience and informed credit risk
assessment and including forward-looking information.

AEBERAATBNKIE - e REA
e IR & BE E R E IR A
AAEZeRMEERA—RITEFE
BEMEEER - RE—RIDE - KK
B RHEREE R ERAI =RFE&]
MER - TERINT B FIER R A
KZEERBRES :

- BB MENRERLKS

BT ANEERRI &EEEE
- RZemTABRAERER
1o

- [BR2: WeERIANEERR

BV RERARCBEE M
B RERIEC/EERE - Bl
Zem T ABREERR2 -

- HER3:-WMERmIADEER

B AZemIABEERR
3o

EEISR T ANEREEERNANE
ERNEABRBEEERN SR
E MEB2HEEIER T ANE
HEEBERINEERFRARRE
EEBNEHETE -

BEETRORREDS B NTSHERBEKR
TR O - ANEEE ERIHE R EAN
HiBZ R AL S RN EFH A1
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For the year ended 31 December 2018 %2018 12 731H 1F F/Z

39. FINANCIAL RISK MANAGEMENT AND FAIR 39. € RiEAMKMEENESRMIAE 2N
VALUES OF FINANCIAL INSTRUMENTS EH &)
(Continued)

(a) SEEMREEE)
(iv) EERREE (&

(a) Financial risk management (Continued)

(iv) Credit risk management (Continued)

214

At the end of each reporting period, the Group
assesses whether a financial asset is credit-impaired. A
financial asset is considered as credit-impaired when
one or more events that have a detrimental impact on
the estimated future cash flows of the financial asset
have occurred. Evidence that a financial asset is credit-
impaired include observable data about the following
events:

(@) significant financial difficulty of the debtor;

(b) a breach of contract, such as a default or past
due event;

() granting a concession to the debtors that
the lender would not otherwise consider for
economic or contractual reasons relating to the
debtor’s financial difficulty; or

(d) it is becoming probable that the debtor will enter
bankruptcy or other financial reorganisation.

The measurement of ECLs is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the
exposure of default. The assessment of the probability
of default and loss given default is based on historical
data and adjusted for forward-looking information
through the use of industry trend and experienced
credit judgment to reflect the qualitative factors, and
through the use of multiple probability-weighted
scenarios.
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39. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(Continued)

(a) Financial risk management (Continued)

(iv) Credit risk management (Continued)

(v)

The loss allowance for financial assets included in
prepayments, deposits and other receivables as at
31 December 2017 reconciles to the opening loss
allowance on 1 January 2018 and to the closing loss

RE ISR AR MR

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

.2mEMREEREBMIAE ZAD
NRENE-))

(a) EREAMEERH)
(iv) EEERER (&)

M2017F12 8318 5 ATE Z0E -
Re REMBWHRIBE CBEEZE
BREEREN2018F1A1BZFIE
BEERN2018F12A31B ZF K

allowance as at 31 December 2018 are as follow: EEEE 2 HERAT
RMB’000
ARET
Closing loss allowance as at 31 December 2017912318 2 FREEREGR
2017 (calculated under IAS 39) BEEBR e ERFEINRTE) 9,935
Amounts restated through opening FTAFEV R EENEEY S5
accumulated losses 796
Opening loss allowance as at R2018F 1A 1B 2 A EERE
1 January 2018 10,731
Impairment loss recognised on financial assets FLEt ATEHFRIE « #24 & Eqth e U k18
included in prepayments, deposits and B RVE ERR L REREIE
other receivables 503
Reversal of impairment loss on financial assets #[E %Rl gisT ATERT A ~ 124 R EHAM
included in prepayments, deposits and JEWGRIE 2 & Rl & ETRR 2R EEE
other receivables previously recognised (3,368)
Written off Eiokic! (2,454)
Closing loss allowance as at 31 December 20185128310 2 EREEBHE
2018 5,412

Liquidity risk management

The ultimate responsibility for liquidity risk
management rests with the board of directors, which
has built an appropriate liquidity risk management
framework for the management of the Group’s
short, medium and long term funding and liquidity
management requirements. The Group manages
liquidity risk by maintaining adequate reserves,
banking facilities and reserve borrowing facilities, by
continuously monitoring forecast and actual cash flows
and matching the maturity profiles of financial assets
and liabilities.

(v)

TEE TR B
AEBEAESENES  FHLRHE
ERFAARBUEEENESR  EEg
BERV—EAENTSHESRBKRER
HE - WHRBERREEERRE
£ - REBEZBER T RIS - R
TRVE RIFEBERRE - RS EE
BEARREBRRG RS @ WREFESH
BESA BN BRI EE RS
MR
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For the year ended 31 December 2018 # %2018 12431 H 1L F/Z

39. FINANCIAL RISK MANAGEMENT AND FAIR 390. €@ BEREERESM T A2 A

VALUES OF FINANCIAL INSTRUMENTS FEE)
(Continued)
(a) Financial risk management (Continued) (a) sREREE &)
(v) Liquidity risk management (Continued) (v) HmEMEREERE(E)
The maturity profile of the Group’s financial liabilities 20184 K2017F 128318 » A&
as at 31 December 2018 and 2017, based on the EMeraEREE I HAREIBIIE
contractual undiscounted payments, was as follows: HEIHE R ¢
2018
Less than 1 Total Total
year or on More than undiscounted carrying
demand 1-5 years 5years  cash flows amount
HR-F AER

FRERX  -EIf  BBIF REREAE  hEAE
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
AR®TRE  ARBTR ARBTR  ARMTR  ARRTR

Trade and notes payables ENESTERERRE 3,301,930 - - 3301930 3,301,930
Financial liabilities included in other payables, St ARMERFUE « BUFER
receipts in advance and accrued charges EHBAMERAR 30,734 - - 30,734 30,734
Bank loans RITER 388,294 - - 388,294 380,548
Other loans HAhES 10,863 9,678 - 20,541 19,431
Amounts due to directors ENEZHE 377 - - 3717 377
Amounts due to related parties FENBEALE 50,237 - - 50,237 50,237
3,782,435 9,678 - 3,792,113 3,783,257
2017

Less than 1 Total Total
year or on More than  undiscounted aarrying
demand 15 years 5 years cash flows amount

PR-F AR

LBk -ERF BRRF REREEE  BESR
RMB'OOO  RMBOOO  RMB'000  RMB'OO0  RMB'00D
ARBTL  ARBTT ARETR  ARETR  ARRTR

Trade and notes payables EREZTERENRE 2,291,820 = - 229180 2,291,820

Financial liabilities included in other payables, &t AE eI 2B - FEUGUER
receipts in advance and accrued charges EAERNSRARE 94,124 - - 94,124 94,124
Bank loans RITERN 418,434 - - 418,434 410379
Other loans EfER 3,583 5375 - 8,958 8431
Obligations under finance leases HENERE 2,378 = = 2,378 2,350
Amount due to a director ERESHE 5,611 = = 5,611 5,611
Amounts due to related parties [EfBBALIE 5,733 = = 5,733 5,733
2,821,683 5,375 - 287058 2818448
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39.

40.

FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS
(Continued)

(b) Fair values of financial instruments

The notional amounts of financial assets and liabilities
with a maturity of less than one year are assumed to
approximate their fair values.

The fair value of balances with related parties has not been
determined as the timing of the expected cash flows of
these balances cannot be reasonably determined because of
the relationship.

CAPITAL MANAGEMENT

The primary objective of the Group’s capital management is to
safeguard the Group’s ability to continue as a going concern and
to maintain healthy capital ratios in order to support its business
and maximise shareholder value.

The Group manages its capital structure and makes adjustments
to it, in light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust the
capital structure, the Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue new shares.
The Group is not subject to any externally imposed capital
requirements. No changes were made in the objectives, policies
or processes during the years ended 31 December 2018 and
2017.

For the year ended 31 December 2018 #Z2018% 12431 H 1 F/Z

.2mEMREEREBMIAE ZAD

YE#)

(b) EMITAZAFE
FHIN-—FNEREERAENERS
BERRABEQFERE

HREEALTEHRNARRSRENKH
HmENRBENEESBMETE - I E
EEZEEBNATE -

40. EXERE

FEENETEEAER B ERREASERFE
REMEEN  BRRENEARLE  UXHE
BRARREGRA@ER

REEEBEEARRE  WHAERRNHES
REBEENRREEHEREBETRAE -
REFRAEERNER  AEE]ARIRMNRKR
RHMRE - MARREEE AR EITHR - A%
ETZEMIINREENERNREMRS - HZE
20184 K2017F12A31H L FE W EHE
Z - BURSKIZFP{E s -
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For the year ended 31 December 2018 # %2018 12431 H 1L F/Z

40. CAPITAL MANAGEMENT (Continued)

The Group monitors capital using a gearing ratio, which is
total debts divided by the total equity. The Group’s policy is
to maintain the gearing ratio below 50%. Total debts include
interest-bearing bank loans and other loans. Total equity includes
equity attributable to owners of the Company and the non-
controlling interests. The gearing ratios as at the end of the
reporting period were as follows:

40. EXEE (&)

AEBEEREAABLRERER  ABEAE
BRIAGHER -  REENBRREFREAABL X
R50%IA T - B EEEMSRITREME
Ko MERBREARDRER ARBIERARKIEE
Petss - NREHR - EARBELFWT -

2018 2017
RMB’000 RMB’000
AR®T T ARETTT

Total debts wafE 399,979 421,160
Equity attributable to owners of the RAEIER AEIGER

Company 1,011,436 926,183
Non-controlling interests R 14,001 11,249
Total equity B 1,025,437 937,432
Gearing ratio BEXRBELE 39.0% 44.9%

41. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to
the current year's presentation.

42. APPROVAL OF THE CONSOLIDATED
FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the board of directors of the Company
on 29 March 2019.
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[=x=}
BT
RESULTS E 3
The Group IS EEE
Year ended 31 December
BZ12A310LFE
2018 2017 2016 2015 2014
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARET AREFT ARBFT ARBFT ARBFT
Turnover S 6,962,078 5,801,566 6,061,477 4,509,441 3,728,814
Profit/(loss) before BRET{SFLAY
income tax swA () 105,280 20,290 (174,121) 41,536 15,871
Income tax FriS %t (9,196) (409) 49,288 (18,000) (22,733)
Profit/(loss) for the year NERHEF,(EE) 96,084 19,881 (124,833) 23,536 (6,862)
Profit/(loss) attributable to: %I A+ FE(L
smFl, (B8
Owners of the Company ~ ANAEIHEA A 93,274 21,125 (118,951) 38,168 (1,696)
Non-controlling interests  3E42 AR fE 25 2,810 (1,244) (5,882) (14,632) (5,166)
96,084 19,881 (124,833) 23,536 (6,862)
ASSETS AND LIABILITIES EERARE
The Group REH
At 31 December
®12831H
2018 2017 2016 2015 2014
RMB'000 RMB’000 RMB’000 RMB’000 RMB’000
AR®T T ARETTT ARETFT ARETTT AREFT
Total assets BEE 4,932,165 3,916,878 3,687,342 3,723,315 2,973,929
Total liabilities BEE (3,906,728) (2,979,446) (2,776,755) (2,668,702) (1,937,923)
1,025,437 937,432 910,587 1,054,613 1,036,006
Attributable to: THIA LS ¢
Owners of the Company IN/NGIEZ Y =N 1,011,436 926,183 898,094 1,025,750 992,511
Non-controlling interests IR RS 14,001 11,249 12,493 28,863 43,495
1,025,437 937,432 910,587 1,054,613 1,036,006

219



SCUD GROUP LIMITED
REREEBRAF

-
PARTICULARS OF INVESTMENT PROPERTIES

REYHEFTHB

INVESTMENT PROPERTIES KREYE
Percentage of
interest
Total rental attributable to
Description Use Nature area the Group
B Ag HE HARAEE AEEELER
A factory building and a warehouse building located at No. Manufacturing Short term 35,115 sg.m 100%
135, Rujiangdong Road, Mawei District, Fuzhou, Fujian facility leasehold 35,115 F 5K
Province, PRC HERT MEHE
AP EEZERNTEEERIRK13RN—ELIERRE
REE
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SCUD Industrial Park

Fuzhou Pilot Free Trade Zone
No. 98 Jiangbin East Avenue
Mawei District, Fuzhou

Fujian Province, PRC

Room 1017, 10/F Leighton Centre
77 Leighton Road, Causeway Bay
Hong Kong

www.scudgroup.com
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