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Condensed Consolidated Income Statement

e WER

For the six months ended 30 June 2007
HE-FETLFNH=1HILNEA

Six months ended 30 June
BEXRA=tTHLAXEA

2007 2006
—EELF —ETRF
Note RMB’000 RMB’000
Wit AR¥Fr ARBEFT
(Unaudited) (Audited)
(RBER) (fe&%)
Turnover St 542,802 482,401
Cost of sales SHE AR (401,226) (356,360)
Gross profit EF 141,576 126,041
Other income =N 9,821 5,244
Selling and distribution costs ~ $H& & $HACA (17,652) (8,285)
Administrative expenses TS (36,567) (20,954)
Losses from fire P ORES 5 (220,222) -
Other operating expenses HAg &Rz (8,439) (200)
Finance costs BhE KA (2,156) (1,790)
Convertible bonds issue ATRRIEHETT
expenses M - (2,262)
Change in fair value of BAFERTA
convertible bonds BaiEY
designated as at fair value AR &S
through profit or loss N EE - (9,985)
(Loss) profit before taxation MrFEAT (E518)
il 6 (133,639) 87,809
Income tax credit (charge) FriSTiE %
(ZH) 7 8,382 (8,120)
(Loss) profit for the period PN
attributable to shareholders FEIEEIR
of the Company (E518) = F (125,257) 79,689
Dividends %2 8 19,332 30,744
(Loss) earnings per share Tk (B18) &7
- basic (RMB cents) —HK
(AREEM) 9 (12.89) 13.28
(Loss) earnings per share Tk (B18) &7
— diluted (RMB cents) —#E
(AER#AL) - 13.14

SCUD Group Limited RFERREE AR A F



Condensed Consolidated Balance Sheet

ERGeEERER

For the six months ended 30 June 2007

BHE-_ZFZTLFNA=1THILNEA
30.6.2007 31.12.2006
—EELHF —EBERE
~A=+H +=—A=+—8H
Note RMB’000 RMB’000
MtaE AR®TFT ARBTFIT
(Unaudited) (Audited)
(REEER) (FE&%)
Non-current assets IERBNVE E
Property, plant and EN 1
equipment & 10 169,900 79,487
Prepaid lease payments %ﬁﬁfﬁ‘%*” 12,373 12,131
Intangible assets mpEE 2,350 1,807
Deferred tax assets EXEFIBEE 10,485 1,675
Deposit for purchase of BEME-
property, plant and BB R
equipment HEl & - 657
195,108 95,757
Current assets MENVEE
Inventories FE 104,841 94,908
Trade and notes receivables  [EUE 5 I8
REWRE 11 229,309 227,573
Prepaid lease payments —FARTER
within one year HEKE 258 251
Prepayments, deposits and TERRIE e
other receivables R EAM
FEN TR IE 84,549 126,408
Amounts due from related FENS A REsE
parties ANLTFIE 1,030 960
Investments held-to-maturity  #ZZHIHIRE 712 100,600 -
Income tax recoverable AL B TS AR 2,403 -
Pledged bank deposits BIFIRITFER 84,852 124,045
Bank balances and cash RITEB RS 381,347 486,937
989,189 1,061,082
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Condensed Consolidated Balance Sheet

HRREEERER

For the six months ended 30 June 2007
HE—FTLT+FNA=+HILANEA

30.6.2007 31.12.2006
—EEEF —ETRF
ANA=+H +=ZA=+—H
Note RMB’000 RMB’000
Hiat AR¥ETFT ARKTFT
(Unaudited) (Audited)
(RBER) (Fe&=%)
Current liabilities mBAE
Trade and notes payables BREBESHIER
GANES 13 266,727 94,801
Provision for warranty ERREERES 3,483 2,572
Other payabiles, receipt in HAb e FRIA
advance and accrued TEWFRIE K
charges &R 44,604 62,238
Amount due to related e BREE
parties ATFIE 706 2,354
Bank loans H|ITER 444 76,362
Convertible bonds AR &S 14 - 78,410
Income tax payable FESFTISEL - 2,973
315,964 319,710
Net current assets REEEFE 673,225 741,372
Total assets less current BEERRE
liabilities BE 868,333 837,129
Capital and reserves B K
Share capital f& A 15 99,503 86,404
Reserves & 767,646 749,319
Total equity attributable to RARPEREN
shareholders of the e
Company 867,149 835,723
Non-current liabilities FERBaE
Bank loans RITEK
— due after one year ——F1& 5|5 1,184 1,406
Total equity and non-current  48HEzE K FERED
liabilities afE 868,333 837,129

SCUD Group Limited RFERREE AR A F



Condensed Consolidated Statement of Changes in Equity

ERGSEERER

For the six months ended 30 June 2007
HE-FETLFNH=1HILNEA

Statutory Enterprise Convertible Share
Share Share Capital ~ reserve expansion Translation bonds option Accumulated
capital  premium  reserve fund fund  reserve  reserve reserve profits Total
) R i 3 AR BRE N
BE  ROEE ERBE 0 MEE  RBEE  ENRE  ®5RG B RHEN Eh
RVBDIO  RUBDID AVBDDD AVEUDD) RUBDI0 RWBUDD AWBDDD AVBULD)  AUBDID  AVBDOD
ARETT ARETL ARETT ARBTR AREFT ARETT ARETT ARETT AREFT ARETT
At 1 January 2006 \ZTERE
-A-R 406 - 132,498 24,554 12,267 406 - - 32,078 202,204
Exchange diference aisng ~ ERERERR
on translation of foreign BHEAA
subsidiares directly #AEEL
recognised in equity NERZE - - - - - (247) - - - (247)
Proft for the period BAan - - - - - - - - 9689 79689
Total recognised (expense) SR (H%)
income for the period WABE - - - - - (247) - - 79,689 79,442
Dividends paid - - - - - - - - (30,744)  (30,744)
At 30 June 2006
106 S48 B4 12087 159 - - 8018 28090
Exchange diference aisng ~ ERERERR
on translation of foreign e
subsidiaries directly ETREEL
recognised in equity HERER - - - - - (159) - - - (159)
Profi for the period B - - - - - - - - 8052 80502
Total recognised (expense) B (F%)
income for the period YALE - - - - - (159) - - 80502 80343
Issue of shares on e
Group Reorganisafion Eiibl (4o1) - 31 - - - - - - (10)
Issue of shares by placing ~~ EERERLR
and publc offering EERARA 2612 501551 - - - - - - - 5263
Expenses incurred in ERimES
connection with 5
the issue of shares ) ) - (34,375) - - - - - - - (34,375)
Shares issued on BA( R
capitalisation issue BZRG  e02rr (60277) - - - - - - - -
Transfer g% - - - 18725 9,362 - - - (28087) -
Recognition of AUARES
equity component ZIRESH
of convertible bonds ) - - - - - - 11,015 - - 11,015
Recognition of equity-settled  #ZRELE
share based payments WRAEHZE - - - - - - - 175 - 175
At 1 January 2007 RZZ5+E
-A-R 86,404 406899 132,889 43279 21629 - 11,015 175 133433 835723
Loss for the period Bk - - - - - - - - (125257)  (125,057)
Total recognised BNBZRR
expense for the period #3 - - - - - - - - (105257)  (125,057)
Issue of shares by REERRER
over-alotment B0 3885 74595 - - - - - - - 78480
Expenses incurred n HilkhiEs
connection with B
the issue of shares - (2,896) - - - - - - - (2,89)
Conversion of RETRRES
convertible bonds 9214 79,809 - - - - (11,015) - - 78,008
Recognition of equity-settled  HZRELE
share based payments WRAEHZE - - - - - - - 3,001 - 3,001
At 30 June 2007
99503 558407 132889 432719 21,629 - - 3,266 8176 867,149
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Condensed Consolidated Cash Flow Statement

FRGEREMER

For the six months ended 30 June 2007
HE-FETLFNH=1HILNEA

Six months ended 30 June
BEASA=1+RHLNEA

2007 2006
—EELF —ETRF
RMB’000 RMB’000
ARMFr ARBFT
(Unaudited) (Audited)
(RICEZ) (fEE%)
Net cash from REEEEBH
operating activities ReFH 61,286 40,199
Net cash used in AR EEENH
investing activities W FH
Purchase of property, BEWE -BER
plant and equipment B (109,557) (9,221)
Decrease (increase) in BRI TER
pledged bank deposits A (3E0) 39,193 (35,605)
Purchase of investments BABEIIEHA
held-to maturity ®E (98,500) -
Purchase of prepaid BATENIEEKIEA
lease payments (376) (12,529)
Other investing activities HEMiR&EEH 4,971 (3,249)
(164,269) (60,604)
Net cash (used in) generated (AR RERMEEBH
from financing activities ReFHE
Proceeds from issue of shares BT FT1S3E 78,480 -
Repayment of bank loans BRIRTTER (76,140) (70,531)
Dividends paid B E - (30,744)
Bank loans raised EERITER - 76,779
Proceeds from issue of BITAIRRES
convertible bonds FiSsk1A - 81,120
Other financing activities HEtpEiEE (4,545) 417)
(2,205) 56,207
Net (decrease) increase RekBFeEEIEE
in cash and cash equivalents OB ) 1 hnF&a (105,188) 35,802
Cash and cash equivalents HUBREMREEE
at beginning of the period EHH 486,937 14,817
Effect of foreign exchange fEREEE
rate changes (402) (247)
Cash and cash equivalents at MRBe RACEE
end of the period, HE BMRTTHE B
representing bank balances BR&
and cash 381,347 50,372

SCUD Group Limited RFERREE AR A F



Notes to the Condensed Consolidated Financial Statements
GLE RS e

For the six months ended 30 June 2007
HE-FETLFNH=1HILNEA

1.

GENERAL INFORMATION

SCUD Group Limited (the “Company”) is a public
limited company incorporated and registered as
an exempted company with limited liability in the
Cayman Islands under the Companies Law
(2001 Second Revision) Chapter 22 of the
Cayman Islands on 20 July 2006. The Company
and its subsidiaries (together the “Group”) are
principally engaged in the distribution and
marketing of rechargeable battery packs and
related accessories for mobile phones, notebook
computers, digital cameras and other electrical
appliances.

GROUP REORGANISATION AND BASIS
OF PRESENTATION OF CONDENSED
CONSOLIDATED FINANCIAL
STATEMENTS

Under a group reorganisation scheme to
rationalise the structure of the Group in
preparation for the listing of the Company’s
shares (the “Group Reorganisation”) on The
Stock Exchange of Hong Kong Limited (the
“Stock Exchange”), the Company became the
holding Company of the Group on 31 July 2006.
Details of the Group Reorganisation are more
fully explained in Appendix VI to the prospectus
of the Company dated 11 December 2006.

The Group resulting from the above mentioned
Group Reorganisation is regarded as a
continuing entity. Accordingly, the condensed
consolidated financial statements of the
Company for the six months ended 30 June
2006 have been prepared using the principles
of merger accounting as if the group structure
after the completion of the Group Reorganisation
had been in existence throughout the period or
since their date of incorporation where this is a
shorter period.

—RER

REREEFRAR ([RRF])
RIBERFLA -+ ARER
SREENE-_T_BRAE(C
TE-FF_BF]) RHSREE
MRZREBLRERE ETER
RECARRREWMB AT (5
[AEE]) T2 CEBHER F
CBEN BIBERLEMETE
m i ZIRFEEE A R ARRE A1
HE R HER-

SEEANERGREME
BRENNEE

RIBHIFABARBRONE LR
ABRPAERAT (TERF]) £
TMETRBEAEEREE
EEAFE ((REEA]) AR
ARZZERFLA=1T—BK
RASESNZERAR - EEEAR
HERARF BB -ETRF
T A+ RZABRERKEN
NEBFHEM-

MR EEESHEES 2 AEE
WERFEEEER A A2
ABRE_ZTTRERA=THIE
NE R R RERER A B IS IR TR
A& stastRAGER HIkES
ARk z EERBRHARNEA
HEEMARL B IR (A2 E B
%) —EiFfe
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Notes to the Condensed Consolidated Financial Statements

RS E M BHRRME
For the six months ended 30 June 2007
ﬁif?7‘{:¢/\ﬁ +Elﬁ/\/@ﬁ

GROUP REORGANISATION AND BASIS
OF PRESENTATION OF CONDENSED
CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

The condensed consolidated financial
statements have been prepared in accordance
with the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing
of Securities on the Stock Exchange and with
International Accounting Standard 34 “Interim
Financial Reporting” issued by International
Accounting Standards Board.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial
statements have been prepared on the historical
cost basis.

The accounting policies used in the condensed
consolidated financial statements are consistent
with those followed in the preparation of the
Group’s annual financial statements for the year
ended 31 December 2006 except as described
below.

In the current period, the Group has adopted,
for the first time, a new and an amended
International Financial Reporting Standard
(“Standard”) issued by the International
Accounting Standards Board (the “IASB”) and
Interpretations issued by the International
Financial Reporting Interpretations Committee
(“IFRIC”) (“Interpretations”) of the IASB that are
relevant to its operations and effective for
accounting periods beginning on 1 January
2007.

SCUD Group Limited RFERREE AR A F
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Notes to the Condensed Consolidated Financial Statements

AR E M HmRMEE

For the six months ended 30 June 2007
BHE —ZTLFLFNA=1HIENEA

PRINCIPAL ACCOUNTING POLICIES
(Continued)

The adoption of the new Standards had no material
effect on how the results or financial position of
the Group for the current and prior accounting
periods are prepared and presented. Accordingly,
no prior period adjustment is required.

The Group has not adopted earlier or applied the
following new and revised standards or
interpretations that have been issued but are not
yet effective. The Directors of the Company
anticipate that the application of these standards
or interpretations will have no material impact on
the results and financial positions of the Group.

IAS 23 (Revised) Borrowing costs’

IFRS 8 Operating segments!
IFRIC 11 IFRS 2 - Group and
treasury share
transactions?
IFRIC 12 Service concession
arrangements?®
IFRIC 13 Customer loyalty
programmes*
IFRIC 14 IAS 19 — The limit on

a defined benefit asset,
minimum funding
requirements and their
interaction®

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

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

8 Effective for annual periods beginning on or after
1 January 2008.

4 Effective for annual periods beginning on or after
1 July 2008.

ETEEBE (@)

TRANFT AT E RS R B A BB
FEMEEERMBRRNNE
B2 AL EERERTZE -
E it - AL H A R ZE

REE N IR AT IR AR E A T
LR 1E MR AR 2 BT ET AR (e
FIEAIRRE-ARBEERY
ERZEER R BEANEE
EERFBRATGERE R

@,
=

BFR SRR EERA
2358

(&1&58])

BBREI SRS & E
AEBI| B85k

BIPR A5 s BB B IS 3RS
= RS 2%%:
F1158 EERET

RS 2

BRISHRE RGSEETE
REZEg ZHE e
F125%

BERFSHRE BFEEE
REZEg Bk
$135%

BRI R EFR e
REZ8g %mf—
F1458 HREF =

B2 BRI
BEES
BERE
HEEER °
! R-BENE—A—BR 2%
YA BY4E AR A
2 KRBT H&E=A—BR %6
YA BY4E AR A
s R-BT\&E—A—BR %6
YA BY4E AR A
4 KRBT N\E+A—BR 2%
YA BY4E AR A
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Notes to the Condensed Consolidated Financial Statements

RS E M BHRRME
For the six months ended 30 June 2007
HE—FTLT+FNA=+HILANEA

4. BUSINESS AND GEOGRAPHICAL

SEGMENTS

Business segments

The Group is currently engaged in providing its
products to two classes of customers, namely,
own-brand business and original equipment
manufacturer (“OEM”) business. The Directors
of the Company regard these segments as the
primary source of the Group’s risks and returns.

Segment information about these businesses is
presented as follows:

For the six months ended 30 June 2007

EBRBEDE

ES Sag
AEERAMETFPIRHEER
DRIRBBMEESRIRREER
@& (JOEM]) %A RRIES
REZENERTEENAR K
Wiz EERR-

EEZSEBNIRERZT W
T

BE—FELFNA=FHIN
1A

Own-brand OEM
business business Consolidated

BHERE OEM
%% £ mE
RMB’000 RMB’000 RMB’000

ARBETFT ARBEFT ARBEFT

Turnover L 377,521 165,281 542,802
Segment results DIEEE 87,147 20,517 107,664
Unallocated income KARMA 9,821
Unallocated expenses RO (28,746)
Losses from fire NSHBKR (220,222)
Finance costs AP (2,156)
Loss before taxation BRELRIEE (133,639)
Income tax credit FEHiEE 8,382
Loss for the period HREE (125,257)

SCUD Group Limited RFERREE AR A F



Notes to the Condensed Consolidated Financial Statements

RS E M BHRRME
For the six months ended 30 June 2007
BHE —ZTLFLFNA=1HIENEA

4. BUSINESS AND GEOGRAPHICAL
SEGMENTS (Continued)
Business segments (Continued)
For the six months ended 30 June 2006

4., EBRHUEDSE (B

%58 (HF)
BHE_ZTETNNFNA=Z1THIEN
&~
Own-brand OEM
business business Consolidated
BAmE OEM
7% %% "a
RMB’000 RMB’000 RMB’000

ARETT ARETT ARETT

Turnover L 342,036 140,365 482,401
Segment results DEEE 81,397 22,823 104,220
Unallocated income AABBA 5,244
Unallocated expenses AAEHX (9,880)
Change in fair value of BAFERA

convertible bonds BaiRe

designated as at aRES

fair value through NTHEZE)

profit or loss (9,985)
Finance cost BEMAK (1,790)
Profit before taxation B 158 AL ) 87,809
Income tax charge s (8,120)
Profit for the period s 79,689
Geographical segments EDIE

Analysis of the Group’s turnover and results by
geographical market have not been presented
as over 90% of the Group’s turnover and results
are generated from the People’s Republic of
China (the “PRC”).

MR ALz EEXBRERER

90% KB FRFEARLME ([

IJ) MR EIES SR BT
DZEEBENEEDT
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Notes to the Condensed Consolidated Financial Statements
AR S M SRR M

For the six months ended 30 June 2007

ﬁif?7‘{:¢/\ﬁ +Elﬁ/\{@ﬁ

5. LOSSES FROM FIRE 5. RKEX
On 31 May 2007, there was a serious fire at the —EZHFRA=+—H AEHE
Group’s production plant in Fuzhou, the PRC. RPEEMNNEERESEERE
Most of the Group’s inventories had been NE - RKEBRHEH»FEHWHE
destroyed whilst most of its production lines were K WEHRBHEERTESEE
unaffected. Fee
The losses incurred as a result of the fire are NEEABBA B RN -

summarised as follows:

RMB’000
ARETFT

Raw material: R
Rechargeable battery cells ZRFEES 78,497
Metals components B 3,644
Electronic components BT I 38,720
Plastic components BRI 26,681
Plastic casing for battery packs BMAELEBINR 20,953
Others HAth 7,824
176,319
Semi-Finished Goods F 5K 7,690
Finished Goods EERK 17,469
Inventories loss GFEEBX 201,478
Loss on property, plant and equipments LERNEGEISE L E=EN 10,458
Other damages (Note) EAbBK (HaE) 8,286
220,222
Note: The amount represents estimated costs for Bt ZEFREEMTEREANSIER

reconstruction of the rented premises being HEAREER-

damaged in the fire.

14  SCUD Group Limited RERREEBE QA



Notes to the Condensed Consolidated Financial Statements

RS E M BHRRME
For the six months ended 30 June 2007
ﬁif?7‘{:¢/\ﬁ +Elﬁ/\/@ﬁ

6. (LOSS) PROFIT BEFORE TAXATION 6. BRBiAT (BE) &
Six months ended 30 June
BEX~A=1+RHILLAEA
2007 2006
—EEEEF —ETRF
RMB’000 RMB’000
AR¥ETFT ARBEFT
(Loss) profit before taxation FRAAT (B518) A
has been arrived at after Bk GrA)
charging (crediting): TFIRIE:
Operating lease rentals mER 4,222 1,896
Depreciation and amortisation LIER IS
of property, plant and e gy
equipment 9,227 6,278
Research and TFEE R AR
development costs 8,551 5,080
Exchange loss included FFAHEMA ST
under other operating TH THITE H B 18
expenses 6,974 -
Interest income F B A (5,804) (366)
7. INCOME TAX (CREDIT) CHARGE 7. FifE® (E&) X H

Six months ended 30 June
BEXRA=THLAXEA

2007 2006
—EELF —ETNEF
RMB’000 RMB’000
AR¥Fr ARBEFT

The charge (credit) comprises: X it (%) B235:
PRC Enterprise Income Tax Bl EATET 428 8,170

Underprovision in prior period L —ERRE

TR - 58
Deferred taxation credit IRIER TE K (8,810) (108)
(8,382) 8,120

Interim Report 2007 & #$R &
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Notes to the Condensed Consolidated Financial Statements
AR S M SRR M
For the six months ended 30 June 2007

B=

CEELFENA=FHIENEA

INCOME TAX (CREDIT) CHARGE
(Continued)

The provision for PRC Enterprise Income Tax is
based on the estimated taxable income for PRC
taxation purposes at the rate of taxation
applicable for the period.

Scud (Fujian) Electronics Co. Ltd. (“Scud
Electronics”) and Scud (Fujian) Battery Co. Ltd.
(“Scud Battery”) are foreign investment
enterprises located in Mawei District, Fuzhou,
Fujian Province, PRC. Scud Electronics
(Shenzhen) Co. Ltd. (“Scud Shenzhen”) is a
foreign investment enterprise located in
Shenzhen, PRC. Mawei District and Shenzhen
are each designated as an Economic
Development Zone. Accordingly, Scud
Electronics, Scud Battery and Scud Shenzhen
are subject to an income tax rate of 15%.

Pursuant to PRC Law of Income Tax of Foreign
Investment Enterprises and Foreign Enterprises,
Detailed Rules and Regulations for the
Implementation of PRC Law of Income Tax of
Foreign Investment Enterprise and Foreign
Enterprises and the approval document #5#
HiB[2008] 725% issued by Fuzhou Tax Bureau
Branch on 15 May 2003, Scud Electronics is
entitled to exemption from PRC enterprise
income tax for two years commencing from its
first profit-making year of operation to a 50%
relief from PRC enterprise income tax for the next
three years. Scud Electronics started to enjoy
the tax exemption from 2002 and the tax relief
period from 2004. A reduced enterprise income
tax rate of 7.5% therefore applies from 2004 to
2006. Scud Electronics applied to extend the
exemption period in 2007. The tax bureau
approved the application, so the effective rate
for Scud Electronics is 10% for the next three
years commencing from April 2007 to April 2010,
both years inclusive. No provision for enterprise
income tax has been made for Scud Battery and
Scud Shenzhen as Scud Battery and Scud
Shenzhen did not have assessable profits since
their respective dates of establishment.

SCUD Group Limited RFERREE AR A F
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Notes to the Condensed Consolidated Financial Statements
AR S M SRR M
For the six months ended 30 June 2007

B=

CEELFENA=FHIENEA

INCOME TAX (CREDIT) CHARGE
(Continued)

No provision for Hong Kong Profits Tax has been
made in the condensed consolidated financial
statements as the Group’s profits were neither
arisen in nor derived from Hong Kong during
both periods, and Scud Group (Hong Kong)
Company Limited incurred a tax loss during the
period.

DIVIDENDS

A dividend in respect of the six months ended
30 June 2007 of HK$2.0 cents per share,
amounting to a total dividend of HK$19,840,000
(equivalent to RMB19,332,000), was proposed
by the Board on 30 August 2007 subject to
Shareholders’ approval. This condensed
consolidated financial statements has not
reflected this dividend payable. For the six
months period ended 30 June 2006, dividends
of RMB30,744,000 were declared and paid to
the then shareholders prior to the Group
Reorganisation.

Fris®t (E%) X (&)

A RTA P B H ) P S 5% [ ) i )
SRIEMBBEL HFEREEE
MAREREE (FE) BRAFRN
HINEISBUAK B S I 0
iR e P BERERAE BN EHRIE
HE e

RE
EEeN_ZTTtFENR=ZTH
BEREE_TTLFENA=T
BIEAE AR EER2.05
il & 5TIK A% 519,840,000 7T
(FRE R ARE19,332,0007T) ' Iff
BRI - AN RRAR & BT IS TR
R E MR ERRRS -HEZ
BERENA=THIEANEAR
M B AREES0,744,0007T 2 A%
BREBBEMARNS L HERR
BIRATe
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Notes to the Condensed Consolidated Financial Statement

AR E M HmRMEE

For the six months ended 30 June 2007

BE—EEFNA=1THINEA

9. (LOSS) EARNINGS PER SHARE

The calculations of basic and diluted (loss)
earnings per share attributable to the ordinary
equity holders of the Company is based on the

following data:

SR (F18) BF

AR BB E ARG
BB T 5% (518) B 1R 48 0L
TR

Six months ended 30 June

BEANA=+THLAEA

2007 2006
—EELF ZETREF
RMB’000 RMB’000
AR¥Fr ARBFT
Earnings for the purpose of HECEST I E %N
basic (loss) earnings (E518) BFIH
per share ((Loss) profit &5 (BN
for the period) (E18) 3% F) (125,257) 79,689
Effect of dilutive potential BB HEER
ordinary shares: TmRr R E:
Change in fair value of BAFERA
convertible bonds BaREN
designated as at fair ARRES
value through profit or loss NEES) 9,985
Earning for the purposes of TEESREEAT
diluted earnings per share #) & 7 89,674

SCUD Group Limited RFERREE AR A F



Notes to the Condensed Consolidated Financial Statement
AR S M SRR M

For the six months ended 30 June 2007
BHE —ZTLFLFNA=1HIENEA

9.

10.

(LOSS) EARNINGS PER SHARE (Continued)

9.

Sk (EB8) B2 &)
Six months ended 30 June
BEXRA=tTHLAXEA

2007 2006
—EELF —TTRF
RMB’000 RMB’000
AR¥Fr ARBEFT
Weighted average number FTEERER
of ordinary shares for the (E518) BFIH
purpose of basic (loss) BT N
earnings per share g 971,481,654 600,000,000
Effect of dilutive potential B BEEEE
convertible bonds K AR E 7
pEZ— 82,325,454
Weighted average number of FTEOREERT
ordinary shares for the Y AR Nk
purpose of diluted T8
earnings per share 682,325,454

No diluted loss per share has been presented in
the current period as the convertible bonds and
share options granted are anti-dilutive.

MOVEMENTS IN PROPERTY, PLANT AND
EQUIPMENT

During the period, the Group mainly acquired
plant and machinery at a cost of
RMB32,313,000 (2006: RMB23,017,000), office
equipment at a cost of RMB14,892,000 (2006:
RMB1,237,000), motor vehicles at a cost of
RMB2,361,000 (2006: RMB3,955,000), moulds
at a cost of RMB11,205,000 (2006:
RMB1,982,000), leasehold improvements at a
cost of RMB395,000 (2006: nil) and addition to
construction in progress of RMB49,048,000
(2006: RMB1,509,000).

10.

MR AR E S R B X H B AR
AREENE HRHBALES
illE=diie St

NE BERREEH

RAERE AREBEZRARE
32,313,0007C (ZZZARF AR
¥23,017,00070) B AR K&
12 AR #14,892,0007T (==
TN E: AR, 237,0007T) BEA
WARRME I ARE2,361,000

T (ZETNF: ARMES,955,000
T)BARE - RARE
11,205,000 (ZE2ZRNF: AR
#£1,982,0007T) Z A R AR
395,000 (ZZZ N F ) BT
THEWmER ﬂkM&ﬁEELI%ﬁ
AR®49,048,0007T (ZEEN
F: AR#1,509,0007T) °
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Notes to the Condensed Consolidated Financial Statement
AR S M SRR M

For the six months ended 30 June 2007
BHE —ZTLFLFNA=1HIENEA

11.

12.

TRADE AND NOTES RECEIVABLES 11. ERESFEREREZE
The Group allows credit periods normally ranging AEBGTEESRFPHNEER
from 60 to 90 days to its trade customers. An —BENTE0E0H -AEBMPEE
aged analysis of the Group’s trade receivables H 2 EWE 5 FIERER DT T -
at the balance sheet date is as follows:
30.6.2007 31.12.2006
—EELF —ETRF
AA=t+H +ZHA=+—H
RMB’000 RMB’000
AR¥Fr ARBEFT
Within 6 months ~EARA 204,543 223,627
Over 6 months but less than 1 year  #8iB7<{&
BLR—F 24,766 3,808
Over 1 year but less than 2 years iR —F
BLREFE - 138
229,309 227,573
All notes receivables age within six months at FEREZEER s RRASHER
the respective balance sheet date. BETAEARC
INVESTMENTS HELD-TO-MATURITY 12. BZAHARE

The investments held-to-maturity are
denominated in Renminbi with rates of return
linked with the interbank’s fixed return products,
investment income from subscription of newly
listed securities in the PRC and income from
interbank deposits and currency funds. The
investments held-to-maturity are designated as
fair value through profit or loss upon initial
recognition.

The maturity dates of the investments held-to-
maturity are in December 2007 and are therefore
classified as current. All investments held-to-
maturity are stated at fair values on each balance
sheet date with reference to the quotation
provided by the trustee of the investments held-
to-maturity.

SCUD Group Limited RFERREE AR A F

SR A RENARKHE B
¥ =< B3R 1T [ £ # [EE 2 R E dh
- BER BB EHESN
BRERARRRTREFREE
BESHRA-FEZHMARER
VIR HERES  $8TE AR FEFTA

e
Ao

HEIHAKENIHAA-F
ZEFE+ZA B DBERAH-
PrERZERHANKRE NEEE
RE2ERZIHARENRER
ARt Z BB AR FETIERe



Notes to the Condensed Consolidated Financial Statement
AR S M SRR M

For the six months ended 30 June 2007
BHE —ZTLFLFNA=1HIENEA

13.

14.

TRADE AND NOTES PAYABLES . ERESRERENE
An aged analysis of the Group’s trade payables AEBREEBZENE SR
at the balance sheet date is as follows: BRER DATIA T :
30.6.2007 31.12.2006
—EELHF ZETRF
AA=+H +ZA=+—H
RMB’000 RMB’000
ARMFr ARETFT
Within 6 months NMEAA 264,185 93,379
Over 6 months but less than 1 year  fBiB75E A
BLR—%F 2,081 1,229
Over 1 year but less than 2 years HBil—F
BLRRE 394 146
Over 2 years BB 67 47
266,727 94,801

All notes payables age within six months at the
respective balance sheet date.

CONVERTIBLE BONDS

The Company had issued convertible bonds on
23 January 2006 in the principal amount of
US$10,000,000 (equivalent to approximately
RMB78,161,000) with a coupon rate of 2.5%
per annum and redemption premium of 12% per
annum (reduced to 7.875% per annum pursuant
to a supplemental agreement entered on 15
September 2006), and with maturity date on 22
January 2010 (the “Convertible Bonds”). The
Convertible Bonds holder exercised its
conversion rights under the Convertible Bonds
and on 7 February 2007, the Company allotted
and issued 93,001,246 shares at the Conversion
Price as disclosed in the Prospectus. Such
Conversion Shares represented approximately
9.38% of the Shares in issue as at 7 February
2007.

14.

PBERNREZ KRR ASEER
REENEA R

ﬂ?ﬁﬂﬁf*%
RARABRZZTETNEFE—A=-+=
H #1724 %810,000,000% 7T (49
HERARKT78,161,0007T) K 7]
BRES BFEE X A2.5E &

BB EFF12E (*E'(TJ%E/\_’—\, ESYAN
FENATRBEI M ZEIERER
EHF7875F) FHHEAZE—
TE—A-_+=-8 ([ARRE
%J) ﬂi@ﬁﬁfﬁ%ﬁﬁ/\aﬁ{fﬂ
AR ERIE NI AR
R-ZTLF— HtE}ﬂEH
BAEE A BRERE KRBT
93,001,246 i 17 52 & 5 IR % (5
HER-_ZZTLF_-_A+LACE%H
770817 499.38% °
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Notes to the Condensed Consolidated Financial Statement
AR S M SRR M
For the six months ended 30 June 2007

B=

15.

16.

CEELFENA=FHIENEA

SHARE CAPITAL 15. B
Number
of shares Amount
R X}
‘000 RMB’000
FAR ARETFT
Ordinary shares of HK$0.10 each FRRME{EC.10 T
EoRERGilil
Authorised: JERE
Balance at 1 January 2007 RIZZLF
and 30 June 2007 —HA—BK
ZE2TLF
~NA=+A
EnFeiay 5,000,000 502,350
Issued and fully paid: BEITREE:
Balance at 1 January 2007 RIZZEELF
—HA—H
EnFeiay 860,000 86,404
Issue of shares by over-allotment 12 RRE AL AR
Bl 39,000 3,885
Conversion of Convertible Bonds HMAT SR ES 93,001 9,214
Balance at 30 June 2007 RZZEZTLF
~NA=1+H
BAE R 992,001 99,503

There was no changes in the Company’s
authorised share capital during the period.

PLEDGE OF ASSETS

16.

At 30 June 2007, the Group has pledged fixed
assets of approximately RMB3,123,000
(81.12.2006: RMB3,290,000) and bank deposits
of approximately RMB84,852,000 (31.12.2006:
RMB124,045,000) to secure the bank credit

facilities.

SCUD Group Limited RFERREE AR A F

AR AR R ERE AL
8.

EEEA
R-BEHFENA=TH K&EH
ECERECTEENARE
3,123,0007¢ (ZEERE+-A
=+—H: AR#3,290,0007T) &
RITIFE K AR 84,852,000
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Notes to the Condensed Consolidated Financial Statement
AR S M SRR M
For the six months ended 30 June 2007

B=

17.

CEELFENA=FHIENEA

SHARE-BASED PAYMENT 17. UROBRERZARRS
TRANSACTIONS
The Company has a share option scheme for ARBAEERAEBEERE
the Directors and eligible employees of the BB EARERT 8 RAEM MR
Group. Details of the share options outstanding TRz BREFENT
during the current period are as follows:
Number of
share options
EREHA
Outstanding at the beginning B R BAR i AR TIE
and end of the period 24,970,000
The fair value of the share options determined KRR R TR EERAR
at 21 December 2006 using The Black-Scholes ZETRF+-_A-Z+—HERX
pricing model was HK$0.3716 per share. Y RB A A F B A EAR0.371678
Teo
The following assumptions were used to FTEEE A FERDEDL B
calculate the fair values of share options: TRE:
21 December 2006
—EEXRE+=-A=1+—8H
Weighted average share price IR E HK$2.887% 7T
Exercise price IEE HK$2.0278 7T
Expected life TEETFHA 1.5 - 3.5 years®F
Expected volatility TEFT K IE 38.15%
Expected dividend yield TERTAR B & 2.54%
Risk-free interest rate: MRS F
Option A TERRAEA 3.58%E
Option B BB 3.61%[E
Option C FEAR#EC 3.69%[E

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 option carries with different
variables of certain subjective assumptions.

BEERMAMA N - FFRETEERN
HETIBREN N TV (E -5 H B A
NETR RS E R R R TR
BE=MREG-BRENATE
gg%%ﬁiﬁ&%*igﬁﬁ?& V&
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Notes to the Condensed Consolidated Financial Statement

AR E M HmRMEE

For the six months ended 30 June 2007
—EELEXA=F AR

— ==

B=

18.

RELATED PARTY TRANSACTIONS 18.

During the period, the Group had the following
significant transactions with related parties:

BMEALRS
H979 - A SE SRR A+ BTN
TEARS:

Six months ended 30 June
BEXRA=tTHLAXEA

2007 2006
—EEEEF —ETNEF
RMB’000 RMB’000
AR¥ETFT ARBEFT
Purchase of moulds from MEERRBESE
Fujian Youtong Co., Ltd. BRAT
(“Fujian Youtong”) (Note a) (Magkml)
EEEA
(Hizta) - 1,145
Purchase of raw materials MEERBEE
from Fujian Youtong (Note a) R (Hiita) 13,478 9,069
Purchase of moulds from MEERERS
Fujian Junpeng Hardware BRAT
Co., Ltd. (*Junpeng (RS ])
Hardware”) (Note b) EEEA
(Hizto) - 300
Rental expenses paid to MR R ERR
Scud Stock (Fujian) Co., Ltd. R BR AR
(“Scud Stock”) (Note a) ([RERRRMD )
SHREeTH
(Hizta) 1,348 1,347

Notes:

(a) Mr. Fang Jin, Mr. Lin Chao and Mr. Guo Quan
Zeng are executive directors of the Company
who are also the directors and shareholders of

Fujian Youtong and Scud Stock.

(b) Mr. Lin Chao is a common director and major
shareholder of Junpeng Hardware and the

Company.

SCUD Group Limited RFERREE AR A F
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Notes to the Condensed Consolidated Financial Statement

RS E M BHRRME
For the six months ended 30 June 2007

BE—EEFNA=1THINEA

19. COMMITMENTS 19. 7&iE
(a) Operating lease commitments (a) REHENRIE
At 30 June 2007, the Group had future RZEZLFA=+H"
aggregate minimum lease payments under AEBRBET A HEE LS
non-cancellable operating leases as HERRREAEFIRRE
follows: Ol
30.6.2007 31.12.2006
—EEEEF —ETRF
~NA=1H +=—A=+—-H
RMB’000 RMB’000
ARMFr ARETFT
Within one year —FR 2,589 2,146
In the second to MERF (BE
fifth year inclusive MEBRIEENR) 3,877 250
6,466 2,396

(b)

Operating lease payments represent
rentals payable by the Group for certain of
its warehouse, staff quarters and offices.
Leases are negotiated for terms ranging
from one to three years with fixed rental.

Capital commitments

At 30 June 2007, capital expenditure of
RMB140,649,000 (31.12.2006:
RMB6,473,000) in respect of construction
of new production plant and acquisition of
plant and equipment contracted for but not
provided in the condensed consolidated
financial statements.

(b)

%«‘%TE%?&IE%E$%IWE
ETRrE -BIBENLHEA
EEMANAS - BOLHE
EBrAl—Z=F H&HE

ﬁzwdﬁ
R_ZEZLF X A=+8"
REEFEERE MEER
%&* BB FTHERERS
FRAR A B IS SRR MR BE
WMEAREITAARE
140,649,0007T (=TT RF
+ZA=Z+—B: AR
6,473,0007T)
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Notes to the Condensed Consolidated Financial Statement

RS

PSR R M

For the six months ended 30 June 2007
BHE —ZTLFLFNA=1HIENEA

20.

SUBSEQUENT EVENTS

The Group has reported the fire incident (see
note 5) to its insurers. The insurance is primarily
for loss of inventories and products from fire up
to RMB100,000,000 and not subsequent
business disruption or other losses. Up to the
date of approval of the interim condensed
consolidated financial statements, the Group
have not yet been able to conclude the amount
of compensation receivable from the insurers as
investigation is still pending. The impairment loss
in respect of inventories, property, plant and
equipment and other damages amounting to
RMB220,222,000 in aggregate, reflected at the
period ended 30 June 2007 does not taking into
account of any possible compensation from
insurers. Any amounts eventually recoverable
from the insurers will be recognised in the future
periods only when it is certain to be received.

SCUD Group Limited RFERREE AR A F

20.

ZHEBREE
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Management Discussion and Analysis

EEEWET N

BUSINESS REVIEW

The Group, operating under its own brand name of
“SCUDFRERR”, is the market leader in the distribution
and marketing of rechargeable battery packs for
mobile phones in the PRC. The Group has also further
broadened its product range and developed
rechargeable battery packs which are compatible with
other 3C products, including notebook computers,
digital cameras and other personal electronic devices
in order to enhance the Group’s revenue and its
competitiveness in the market.

Driven by the growth in the demand of rechargeable
battery packs and peripherals for mobile phones and
other portable electronic devices in the PRC, the
turnover of the Group for the six months ended 30
June 2007 amounted to approximately RMB542.8
million, representing an increase of 12.5% when
compared with the corresponding period last year.
However, owing to the serious fire at its production
plant in Fuzhou on 31 May 2007 (“fire”), most of the
Group’s inventory had been destroyed and the
Group’s production had been significantly disrupted.
As a result, the Group’s turnover and net profit for the
first half of 2007 were affected. For the five months
ended 31 May 2007 prior to the fire, the Group
recorded a turnover of approximately RMB510.0
million, representing an increase of 28.5% from
approximately RMB396.8 million for the corresponding
period last year. However, as the Group’s inventory
had been destroyed during the fire, the production
processes, production capacity and order deliveries
were materially affected in June. The monthly sales of
June was only approximately RMB32.8 million. The
gross profit for the first half of the year was
approximately RMB141.6 million, representing an
increase of 12.3% compared to the corresponding
period last year. Since the fire was an individual case,
the gross profit margin of the Group was not materially
affected. The percentage of the Group’s own brand
business accounted for 69.6% and 70.9% of the
Group’s turnover in 2007 and 2006 respectively. For
the Group’s business under its own brandname, the

e E)
AEBEE-RETRIZREDS
[SCUDRERE | Mg EHE —RAE
BHAHENEHNTIHELE A%
B 7R E M — S N AR RIS
HA3CE R (BIRE AT BB
MEMEAEFER) H_RAREE
A A I AR EIR AR ISHF
Ho

FEFRES AT EE AR EE AR
BEMAREMEEASTERNTR
WREEH T AEE —_TT+F A=
FTRIEAERMEEBELIZEARKSE
4,280B8 L  HAFEHMALEER
T12.5% A ARAEEE_TZT+
FRHA=ZT—HREMNNEEREZE
BRENSE ([AK])  RE D TFEHIWH
BUABEENZINEATE QHEH
RIETHF FEFHEERARFIY
SEEE NKABE_TTLFERA
“t+—RALABA AEECHRBEEE
BEHARES(ET,0008 7T HEEER
Hi#) A R #E3189,68085 7T H7128.5% -
BEERANSEBAEBZFE F
NAGWEETLF EfM]ERMNE
MIEBREFE NAHZERHER
REFBHAREIT280E T AEE +
EEMEFNHBARE1ESL,1608 T
BEFERIEEFH2.3% R LR AR
ERIEIN EEZ EFEWRZENF
BT +F AEEEEREEBR
ANEEEH L ERBFTE B D L #569.6% -
—EBTXRERA70.9% - BRNASEEBE
MIEEEEFIR A28.6%  HHEEFR
HAH928.1% + EFO.5(EH 5 2 OEMZE
BHEMEE20.3% @ HBEFERH
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Management Discussion and Analysis
EEEWED M

gross profit margin for the period was 28.6%, up 0.5
percentage points from 28.1% for the corresponding
period last year. For the OEM business, the gross profit
margin was 20.3%, which approximated to 20.5% of
the same period last year. The loss attributable to the
shareholders was approximately RMB125.3 million
(including the inventory loss and fixed assets loss of
approximately RMB220.2 million caused by the fire),
compared with the profit attributable to the
shareholders of RMB79.7 million recorded in the
corresponding period last year. Loss per share for the
period was RMB12.89 cents (30 June 2006: earnings
of RMB13.28 cents).

As it will take time for the production facilities to fully
resume their normal operations, the results for the third
quarter of 2007 are expected to be challenging.
However, the management anticipates that,
capitalizing on the Group’s strong distribution network
and brand awareness, upon the resumption of normal
production and merchandise supply of the plant, the
volume of order deliveries of the Group will pick up. It
is expected that the results in the fourth quarter of
2007 will demonstrate a significant improvement over
that of the third quarter of 2007.

The Board and the management of the Group
anticipate a full resumption of normal operations of
the Group in early 2008 and will continue to enhance
its operational efficiency, upholding the principle of
maximizing shareholders’ benefits as the basis for its
decision making. Through expanded product range
and the gradual development of new markets, the
management is confident that the Group’s operations
will be back on the growth track.

SCUD Group Limited RFERREE AR A F
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Management Discussion and Analysis
EEEWED M

Optimization of the sales network

Conducting sales through a distribution system
enables the Group to establish an extensive market
coverage and a customer services network in the PRC
in an effective and highly cost efficient manner. As at
30 June 2007, the Group had a total of 350 first tier
distributors, increased by 19 compared with that as
at the end of 2006. Currently, its distribution network
comprises about 180 exclusive distributors. It is
expected that the distributors increased during the first
half of the year will have a more significant contribution
on the sales of the Group in the second half of the
year. In addition, the Group has presently set up offices
in nine major areas nationwide to strengthen the
establishment of channel network and management,
and to strengthen the team of distributors and foster
new competitive distributors by adopting the moral of
“the best of the best survived”.

Enhancement of production capacity

With improved production flow and the results
achieved from the evaluation system based on key
performance indicators, the production capacity in the
first half of 2007 prior to the fire increased by 30%
compared with that as at the end of 2006. After the
fire, the management has made every endeavour to
resume production and delivery of its products and
as the material supply chain gradually improved, over
60% of its production capacity had resumed as at 30
August 2007.
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EEEWED M

Expansion of product range

With respect to the product, it is the strategy of the
Group to continue its focus on developing high-end
products with higher profit margins. Presently, mobile
phone batteries remain the core products of the
Group. As at 30 June 2007, mobile phone batteries
accounted for 78.1% of the Group’s turnover. As at
30 June 2007, the types of mobile phone batteries
launched by the Group under its own brand “SCUD7
FEHR” has reached 2,600 which are compatible with
3,000 handset models. Moreover, the Group
continued to focus on developing its business under
its own brand “SCUDRERR”, together with the
complementary OEM business to further enhance the
quality, technology and management of its products.
As at 30 June 2007, the Group’s business under its
own brand and OEM business accounted for 69.6%
and 30.4% of the Group’s total turnover respectively,
more or less the same ratio of last year.

To strengthen the brand image, the renovation of about
800 SCUD sales counters, mainly located in regions
such as Guangdong, Hubei and Henan, have been
completed. The outcome has been highly noticeable,
particularly on raising brand awareness.

Product safety is one of the crucial factors for building
up the Group’s brand image. Therefore, the Group is
committed to ensuring the quality of its products. In
particular, more recent reports of handset battery
explosions have drawn consumers’ attention to the
need for trustworthy handset battery brands. “SCUD
FREER” has been established as a reliable and well-
known handset battery brand in the domestic market
and all the batteries produced by the Group have met
the stated standards in all quality tests carried out in
different regions. We will further increase our effort in
the promotion of our brand. We have already
strengthened the management on the internal quality
control by setting down reasonable applications and
standardization of various instructions. Meanwhile, we
will also join forces with the relevant governmental
authorities to combat pirated products so as to protect
the safety of consumers.
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The Group received the following awards and
recognitions during the period under review. In
addition, the Group’s SCUD brand Li-ion battery
products have been awarded the “China Top Brand”
by the General Administration of Quality Supervision,

Inspection and Quarantine of the People’s Republic

ENREEEESEZRRA:

of China in August 2007. All these reflect that the
quality and brand reputation of the Group’s products
are well recognized.

AWARDS AND RECOGNITIONS RECEIVED IN
THE FIRST HALF OF 2007
Judging Authority

IR

January  Fujian Foreign Trade and Economic Foreign Invested Advanced Technology
Cooperation Bureau Business Enterprise

—A BREEHINE HRBEIEE SNERE SRR

January “The Merchandise and Quality” Fight  Integrity and Rights Protection Union
Against Counterfeit Products and Entity
Rights Protection Centre

—A (BmBEEE) T RREREET L S HE PR BR B L

March Fujian Provincial Bureau of Quality 2006 Advanced Enterprise in Quality
and Technology Supervision Management in Fujian

= BREAEERMEER CERRRFRELAEETRAE

June World Brand Laboratory China’s 500 Most Valuable Brands 2007

NA HERMEERE R FhEME50058

June China National Accreditation Service ~ National Laboratory Certification
for Conformity Assessment

<A PEARTEERRAIEES BHRERERAES

CERLELYEEARE

Award received

BERE
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Review Report on the fire

1.

Cause of the fire

At 5:30 p.m. on 31 May 2007, in the rehabilitation
processing team of the workshop manufacturing
division which is located on the third floor in Scud
(Fujian) Battery Co., Ltd., a worker failed to follow
the proper operational procedures in undertaking
the battery frictioning procedure, which resulted
in a short circuit of a battery and caused the
fire. After the fire broke out, the management at
the site immediately started to put out the fire
and called the police. The fire spread so quickly
that the plant located on the fourth floor was
soon affected. All the staff were evacuated.
Additional rescue team was arranged and
warnings were posted throughout the whole
plant.

Loss caused by the fire

A gross floor area of over 3,000 square meters
was affected by the fire, making two workshops
with a plant area of 5,000 square meters
unavailable for use. Some production facilities,
raw material, semi-finished goods and finished
goods were also destroyed. A direct economic
loss of approximately RMB220.2 million
comprising inventory loss of approximately
RMB201.5 million was recorded. As the
insurance claim has not yet been completed, any
survey of the structure of the plant cannot be
carried out. It is expected that the two damaged
workshops will not be reopened for use until the
renovation work is completed by the end of
2007. The Group is, however, relieved to report
that there were no fatalities in connection with
this fire.
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Resumption of production

After the fire, the Group initiated emergency
procedures and set up a production self-help
commanding centre, to accelerate the
resumption of production and deal with the
aftermath of the fire in order to resume the supply
to the market within two weeks. At present, the
production capacity has resumed to over 60%.
After the fire, the Group received consolation
letters from its major distributors and OEM
customers such as leading suppliers Sanyo, Bak,
BYD and Lishen, expressing their full support to
our operations and offering understanding and
allowance for the Group’s delay in deliveries. Our
suppliers worked overtime with additional shifts
to speed up the delivery of goods to us and
provided us with the production materials within
the shortest lead time.

Insurance claim

In January 2007, Scud (Fujian) Battery Co. Ltd.
took out insurance with the Fujian Branch of
China Pacific Insurance (Group) Co., Ltd. (1
KFFRB A REREDTT) to cover the raw
materials, semi-finished and finished products
with a total insured amount of RMB100.0 million.
Both parties have appointed a third party to
conduct a reasonable evaluation. The on-site
investigation has in principle been completed
pending the issue of the preliminary assessment
report. It is expected that the insurance claim
will be concluded in principle by October 2007.
The Company is now comparing the terms of
various insurers against the Group’s current
insurance plan to formulate a reasonable
insurance strategy.
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Accountability

All members of the executive committee of the
Group have completed a thorough review of the
emergency procedures and fire prevention
policies with regard to the fire. The chairman of
the Committee/president of the Group proposed
to the Board for a salary cut of 30% for himself
for one year and 10% for other executive
committee members for half a year, and the
direct supervisor held responsible be dismissed
from his job or receive internal punishment by
the Company.

The market impact

There was a shortage in our supplies due to the
fire, resulting in a temporary sourcing of other
brands’ merchandise by some small distributors
to replenish their supplies. However, as the
Group has built up its leading position in the
market over the years, as it resumed supply of
merchandise, the distributors gradually resumed
purchase of the Group’s products. A full
resumption of supply to the market is expected
by the second quarter of 2008 the latest. The
Group also takes this opportunity to strengthen
the team of distributors and develop new
competitive distributors by using the moral of
“the best of the best survived”. For the OEM
business, the fire has had limited impact on the
OEM customers as the supply of products has
been fully resumed within a short period of time.
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7. Strengthening management and lowering

management cost

Through the on-going implementation of the key
performance indicators evaluation system, the
Group will reorganize its departments and
minimize the duties duplication and overlapping
among different departments. We will also
implement a system of eliminating personnel with
substandard performance to divert some of the
underperformed management staff. The “5S+1”
principles will be implemented for on-site
management. 5S stands for “Structure,
Systematize, Sanitize, Standardize and Self-
discipline” and 1 stands for “Safety”, suggesting
that safety is the first priority while 5S serves as
the foundation and protection. The practice
helps to remove the underlying dangers, create
a neat and tidy environment, identify potential
hazards, improve product quality and reduce
costs.

To prevent or lower the risk of fire, the Group has
actively implemented necessary precautions, which
included:

(1) Increasing the number of fire extinguishing
equipments at the plant; enforcing patrol and
inspections; identifying and rectifying any
problems in a timely manner; maintaining clear
passageways and sufficient water supply for fire
fighting.

(2)  Organizing regular and additional, if necessary,
safety education and training for staff, especially
for new staff members during orientation.

(8)  Conducting two or more large-scale safety and
fire drills annually, and setting 31 May as the
Company’s annual fire drill day to hold safety
inspections and fire drills.
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(4)  Enhancing plant management and formulating
safety responsibility zones, and arranging safety
inspectors in each workshop to conduct daily
patrols so as to identify and eliminate any hidden
problems immediately.

(5) Increasing investments on fire safety in the new
plant, and installing reasonable and sufficient
equipment supply in each fire safety zone.

OUTLOOK AND PROSPECTS

The Directors believe that PRC’s ever-growing
economy will contribute to the increasing demand for
3C products and in turn lead to an increase in the
demand for rechargeable battery packs to power such
devices. Not only will the Group benefit from the
growth of the users of mobile phone in the PRC, but
will also benefit from the trend of more advanced
multimedia functions of mobile phones and the higher
electricity consumption of mobile phones. It is
expected that with the operation of the 3G network in
the PRC in the near future, the Group will be presented
with unlimited opportunities. With a view to capturing
opportunities emerging in the market, the Group has
already formulated its development strategies to further
consolidate its market share and enlarge its business
scale.
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With respect to the distribution network, the Group
planned to provide financial aid to about 2,000 major
sales points in 2007 with an aim of enhancing the
image of its display counters, so as to bring higher
economic benefits to the Group. Renovation was
carried out for 800 counters during the first half of
2007 resulting in noticeable impact on raising brand
awareness. In the second half of the year, the Group
will further enhance the image of display counters for
the remaining 1,200 sales points. The Directors foresee
that the increase in the number of distributors will be
monitored in the second half of the year, as the Group
is concermned with the quality, rather than the quantity,
of its distributors. Presently, the Group has set up
offices in various major areas nationwide,
strengthening the management and training of the
distributors, in order to improve the profitability of its
distributors. Moreover, the Group will continue to
actively expand its developments in cities with
promising potentials, and strengthen and retain quality
distributors through expanding the market coverage
S0 as to expand the coverage for product distribution.

With respect to products, the Group will continue to
focus on maintaining the leading position of its own
branded mobile phone rechargeable battery products
in the PRC. The Group will also allocate more
resources to capture the opportunities brought by the
growth in the demand for other portable electronic
devices in the PRC, such as the demand for
rechargeable battery packs for notebook computers,
digital cameras and other portable electronic devices,
standard rechargers and stationed backup batteries,
in order to increase the Group’s income and enhance
its market competitiveness. In April 2007, the Group
trial launched notebook computer batteries under its
own brand “SCUDFRERR”. In the second half of the
year, the Group will, subject to market demand,
consider further expanding its distribution network. In
order to provide customers with more choices of
products to meet their different needs, the Group will
keep abreast of the changes in the preferences of its
end customers and the market trend, and will launch
new series of rechargeable battery products designed
for various portable electronic devices on a timely
basis.
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Regarding research and development, the Group will
focus on devoting more resources for the research
and development of mobile phone rechargeable
battery packs to accelerate the pace of product
research and development and supplement battery
models required by mobile phones of non-major
brands as soon as possible. At the same time, the
Group will strive to commence research and
development upon the introduction of new mobile
phones for the launch of its new products as early as
possible. The Group has begun to develop mobile
phone battery rechargers of unified standard, and plan
to launch two models of such products in 2007. One
of which has passed the test and is scheduled to be
launched this September, and the other model will be
launched by the end of this year. The motive battery
project for power stations has entered the stage of
trial production in small volume.

With respect to production, the Group will increase
the production shifts and the proportion of high-end
products to further speed up the resumption of
production capacity. It is expected that 100% of its
production capacity would be recovered by the end
of 2007. The Group has leased a plant with gross floor
area of over 2,000 square meters near the factory as
a warehouse in June 2007. The Group has also
reached an understanding with Scud (Fujian)
Technology Co., Ltd, an affiliated corporation, to give
the Group first priority to lease the new plant which is
now under construction by that company. The new
plant is scheduled to be completed by the end of the
year. By then, it will further increase the production
capacity by 30% to 65 million units at the beginning
of 2008.

As a result of the fire, the Company has amended
certain design proposals of its new plant by increasing
the safety equipments. However, the completion
schedule and the designed capacity of the production
plant will remain unchanged and the new plant is
expected to commence production in the fourth
quarter of 2008 as scheduled. Upon commencement
of operations, the annual capacity for the new plant
will be increased to 120 million units. During the period
under review, the capital expenditure of the new plant
amounted to approximately RMB26.0 million, mainly
used in design and ground leveling and piling work,
as well as material cost.
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The Group has formulated important initiatives for its
internal management during the year. Firstly, the full
implementation of key performance indicators
evaluation system has been started since July 2007.
In addition, designation of positions and responsibilities
for the internal management of the companies under
the Group, timming management expenses, lowering
costs and enhancing management effectiveness, have
also been implemented.

Currently, the Group is negotiating for a number of
merger and acquisition proposals which are
complementary to the business of the Group. If
undertaken as scheduled, they would significantly
enhance the Group’s business development, including
a positive contribution to various aspects like the
market, gross profit margin as well as production cost.

Looking ahead, with the advent of the 3G mobile
phone era, and the enormous business opportunities
presented in the market of the battery for 3C products
in the PRC, the Directors firmly believe that, by
leveraging on the Group’s leading position in the
mobile phone rechargeable battery industry of the PRC
and more than 35,000 sales points spanning across
31 provinces, municipalities and autonomous regions
in the PRC, and implementing the development
strategies formulated by the Group, the Group will be
in a favorable position to develop into the most
preferred battery brand for 3C products in the PRC
and generate fruitful returns for its shareholders.
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FINANCIAL REVIEW

During the period under review, the Group recorded
administrative expenses of approximately RMB36.6
million, comprising approximately RMB8.6 million for
research and development expenses which accounted
for approximately 1.6% of the turnover for the six
months in 2007, or an increase of 68.3% as compared
with the corresponding period in 2006. The Group’s
administrative expenses accounted for 6.7% of the
turnover for the six months in 2007, a growth of
approximately RMB15.6 million from the
corresponding period in 2006. Distribution costs of
approximately RMB17.7 million comprised RMB8.5
million for advertising and promotion expenses. The
distribution cost amounted to 3.3% of the turnover
for the six months in 2007, compared with 1.7% in
2006. A higher distribution cost was incurred for
current period as we expanded our advertising
coverage for our branded products and further brand
building by way of upgrading our distribution network.

During the first half of this financial year, the Group
recorded other operating expenses of approximately
RMB220.2 million which mainly represents the
exceptional losses from the fire at the Group’s
production plant in Fuzhou. Most of the Group’s
inventory had been destroyed and the Group’s
production was materially disrupted. The losses from
the fire comprised approximately RMB201.5 million
of inventories loss, RMB10.5 million of loss on
property, plant and equipments and RMB8.3 million
estimated costs for reconstruction of the rented
premises being damaged in the fire. The Group has
reported the incident to its insurers, but the insurance
primarily covers losses of inventory and products
damaged in the fire and not subsequent business
disruption or other losses. Up to the reporting date of
the interim financial report, the insurers have not yet
been able to conclude the amount of compensation.
Hence, the loss reflected in the period ended 30 June
2007 is before taking into account any possible
compensation from the insurers and such loss amount
would be reduced to the extent of any compensation
from the insurers.
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Liquidity and Financial Resources

The Group maintained a sound financial position in
terms of high assets liquidity and free of debt burden.
During the period, the Group generally financed its
operations with internally generated cash flow and the
proceeds from initial public offerings. The Group’s cash
and bank balances and pledged bank deposits as at
30 June 2007 amounted to RMB466.2 million (at 31
December 2006: RMB611.0 million). There were no
significant short and long term interest-bearing bank
borrowings outstanding as at 30 June 2007. Total debt
to equity ratio of the Group expressed as a percentage
of interest bearing loans and other borrowings over
the total equity of RMB867.1 million (at 31 December
2006: RMB835.7 million) was 0.2% as at 30 June 2007
(at 31 December 2006: 18.5%). In addition, the Group
has restricted short term bank deposits of RMB84.9
million (at 31 December 2006: RMB124.0 million).

As at 30 June 2007, the Group’s current ratio was
3.1 times (at 31 December 2006: 3.3 times) based on
current assets of RMB989.2 million (at 31 December
2006: RMB1,061.1 million) and current liabilities of
RMB316.0 million (at 31 December 2006: RMB319.7
million).

Net Current Assets and Net Assets

The Group’s net current assets as at 30 June 2007
was approximately RMB673.2 million, a decrease of
9.2% or RMB68.2 million from the balance of
RMB741.4 million recorded as at 31 December 2006.
Net assets rose to RMB867.1 million, representing an
increase of RMB31.4 million or 3.8% over the balance
as at 31 December 2006.
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Exposure to fluctuation in exchange rates

For the six months ended 30 June 2007, 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 exchange rates.
Although the Group has certain bank balances and
short-term bank loans denominated in USD, JPY and
HKD, their proportion to the Group’s total assets is
insignificant. The Directors consider that no hedging
of exchange risk is required. Nevertheless, the
management will continue to monitor the foreign
exchange exposure and will take prudent measures
as and when it is appropriate.

Significant investments and acquisitions

During the period under review, the Group made no
significant investment nor had it made any material
acquisition or disposal of subsidiaries. However, the
Group is actively exploring the opportunities including
formal potential business alliances, acquisition of
businesses, technology platforms or projects outside
its existing value chain.

Commitments

During the period under review, the Group was
committed to the expansion of the Group’s existing
production facilities to enhance its production capacity.
The Group’s capital commitments outstanding as at
30 June 2007 amounting to RMB140.6 million (2006:
RMB6.5 million) was mainly associated with the
expansion of existing capacity and the construction
of the new production plant in Fuzhou. As at 30 June
2007, the Group has not provided any form of
guarantee for any company other than the Group and
has not been involved in any material legal proceedings
for which provision for contingent liabilities was
required.
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Pledge of assets

As at 30 June 2007, the Group has pledged fixed
assets of approximately RMB3.1 million and bank
deposits of approximately RMB84.9 million to secure
the bank credit facilities granted to a subsidiary of the
Group (31 December 2006: plant and machinery of
RMB3.3 million and bank deposits of RMB124.0
million).

Capital structure

During the period under review, the Company issued
and allotted 39,000,000 shares of HK$0.10 each at
HK$2.02 each upon the exercise of the over-allotment
option for a total consideration of approximately
HK$78,780,000. In addition, the Company issued
93,001,246 shares of HK$0.10 each as a result of the
conversion of the convertible bonds in the aggregate
principal amount of US$10,000,000. Consequent to
the aforesaid events, the issued share capital of the
Company was increased by HK$13.1 million
(represented by 132,001,246 ordinary shares) to
HK$99.5 million (represented by 992,001,246 ordinary
shares).
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Use of Proceeds

The Company raised aggregate proceeds of
HK$604.0 million as a result of the initial public offering
(“IPO”). As at 30 June 2007, the Company applied
HK$78.0 million (equivalent to RMB78.2 million) and
HK$195.0 million (equivalent to RMB195.6 million) as
capital injection to Scud (Fujian) Electronics Co. Ltd
and Scud (Fujian) Battery Co. Ltd respectively. The
capital injected to the subsidiaries are intended to be
used in strengthening and expanding of the Group’s
sales and marketing network in the PRC, promoting
the “SCUD FRERR” brand name, construction of new
factory in Fuzhou, expansion of production capabilities
and repayment of bank loans. As at 30 June 2007,
the Group has utilized approximately RMB26.5 million
for the construction of the new factory, RMB37.7
million for funding the establishment of new production
lines, RMB10.0 million for promotion and advertising
and RMB55.0 million for repayment of bank
borrowings. The unutilized proceeds are held as
deposits with commercial banks in Hong Kong as at
30 June 2007.

Employee, Remuneration Policies and Share
Option Scheme

As at 30 June 2007, the total number of employees of
the Group was approximately 2,400 (31 December
2006: 2,300). The Group ensures all levels of
employees are paid competitively within the standard
in the market and employees are rewarded on a
performance-related basis within the framework of the
Group’s salary, incentives and bonus scheme. Other
benefits include state-managed retirement benefits
scheme operated by the PRC government, mandatory
provident funds in Hong Kong and the year-end bonus
based on individual performance.
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On 30 June 2007, the number of shares in respect of
which options had been granted and remained
outstanding under the Scheme was 24,970,000 (31
December 2006: 24,970,000), representing 2.9% (31
December 2006: 2.9%) of the shares of the Company
in issue at that time. The number of shares issued
and to be issued in respect of which options granted
and may be granted to a substantial shareholder or
an independent non-executive director or any of their
respective associates representing in aggregate over
0.1% the Company’s share capital on the date of such
grant or with an aggregate value in excess of HK$5.0
million must be approved in advance by resolution of
the Company’s shareholders (voting by way of poll).
A consideration of HK$1.0 is payable on the grant of
an option.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
SHARES

As at 30 June 2007, the relevant interests or short
positions of the Directors and chief executives of the
Company in the shares and underlying shares of the
Company or its associated corporations (with the
meaning of Part XV of the Securities and Future
Ordinance (“SFO”), which are required to be notified
to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they are taken or
deemed to have under such provisions of the SFO))
or were required pursuant to section 352 of the SFO,
to be entered in the register referred to therein or were
required, pursuant to the relevant provisions of the
Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) relating to securities
transactions by Directors to be notified to the Company
and the Stock Exchange were as follows:

%i&%%ﬁﬁkéZﬁﬁfﬁ%é&

REIBBLEFERA=ZTH ESFKAR
RIS BITIRA B R B S H AL AR
EE (BB REEES LHEED ([E
7 MRS RG] ) SEXVER) 2 B dn R ARRE
Bty A RIRRE 5 A E 1R HIEXVER
ST 87 BNR NG AN R MBS 2 P 2 48
Mg lRR (BEREESLHERE
PIZ BB R RAREIRE 2 sk
B) BIRBEF LR GBI E 35216785
ARG PR 2 B e M AR IR EE 2 A
Z EmBRA ([ ETRR) BRESET
EHR 5 2 ARBIERE RN AF) Kb
Rz ERBARIAT

Number of Percentage of
ordinary shares the issued
subject to share capital of
Name of Number of options granted the Company
Director Capacity ordinary shares FELBRESR HRRAERT
ESHR &t EERYA EERYA RABEAL
Fang Jin Corporate interest (Note 1) 402,000,000 - 40.52%
ik DEER (1)
Beneficial interest - 5,000,000 0.50%
Enltn
Lin Chao Corporate interest (Note 2) 180,000,000 - 18.15%
i DEER ()
Beneficial interest - 4,000,000 0.40%
Enltn
Guo Quan Zeng Corporate interest (Note 3) 18,000,000 - 1.81%
EiES: DEER ()
Beneficial interest - 3,500,000 0.35%
tal I
Li Hui Qiu Beneficial interest - 2,800,000 0.28%
ek Bntta
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DIRECTORS’ AND CHIEF EXECUTIVES’

INTERESTS AND SHORT POSITIONS IN

SHARES (Continued)

Note 1: These shares are directly held by Swift Joy Holdings
Limited, whose entire issued share capital is held
by Fang Jin.

Note 2: These shares are directly held by Right Grand
Holdings Limited, whose entire issued share capital
is held by Lin Chao.

Note 3: These shares are directly held by Cheer View
Holdings Limited, whose entire issued share capital
is held by Guo Quan Zeng.

Save as disclosed above, none of the Directors or chief
executives or their associates had any interests or
short positions in any shares and underlying shares of
the Company or any of its associated corporations as
at 30 June 2007.

SHARE OPTIONS

Particulars of the Company’s share option schemes,
namely its share option scheme and pre-IPO share
option scheme, are set out in note 17 to the
condensed consolidated financial statements.
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SHARE OPTIONS (Continued) RBIREE ()
The following table discloses movements in the TEREBEREE_TT+F A=+
Company’s pre-IPO share option scheme during the B IE/XE A RAR R & X AREER]

six months ended 30 June 2007. FER ST 81 2 )
Outstanding at Outstanding at
1.1.2007 Exercised 30.06.2007
Exercise @ R-ZE+HF during R-ZZ+HF
Name Date of grant price —-B—-A the period ~A=1H
] RHAH 7@ HRTE  RERTE LR
HKS$
BT
Category |I:
F8:
Directors
5%
Fang Jin 21.12.2006 2.02 5,000,000 - 5,000,000
ik
Lin Chao 21.12.2006 2.02 4,000,000 - 4,000,000
it
Guo Quan Zeng 21.12.2006 2.02 3,500,000 - 3,500,000
BRI
Li Hui Qiu 21.12.2006 2.02 2,800,000 - 2,800,000
Fam
Directors in aggregate 15,300,000 - 15,300,000
B
Category II:
FH:
Senior management 21.12.2006 2.02 3,200,000 - 3,200,000
RRERE
Category lI:
£=8:
Other staff 21.12.2006 2.02 6,470,000 - 6,470,000
HEMET
Total of all categories 24,970,000 - 24,970,000

AR
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SHARE OPTIONS (Continued)

Subject to any restrictions applicable under the Listing
Rules and the terms and conditions of the pre-IPO
share option scheme, all Options are subject to the
following vesting period:

Period of exercise of the relevant
percentage of option
TEBRERBE L 2HIR

BRE E

RIE E TR AMEE ARG R ERDH
BE R BIERT B Z R R R P
BREDS TR EIRR:

Maximum percentage of
options exercisable
ATEEREZESADL

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

B EmRBER —BFEE E AR MmBEE
ZE&EBELL (BEEEMK)

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

BT RMRESERE A BRI =BF
Z&EBHIE (BEEEMRK)

From the expiry of the third anniversary of the
Listing Date to the last date of the fourth
anniversary of the Listing Date (both days inclusive)
B RBER=BFEE E A HRmmBEE
Z&EBELL (BEEEMK)

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

30% of the total number of
Options granted

EREREAZZ30%

30% of the total number of
Options granted

B H R R 22 30%
40% of the total number of
Options granted

ERNERERZZ40%

TERERARAREZET LERE
§%2.0278 T
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES
OR CONVERTIBLE BONDS

Save as disclosed above, at no time during the six
months ended 30 June 2007 was the Company or
any of its fellow subsidiaries and subsidiaries, a party
to any arrangements to enable the Directors of the
Company to acquire benefits by means of the
acquisition of shares in, or convertible bonds of, the
Company or any other body corporate and none of
the Directors, their spouses or children under the age
of 18, had any rights to subscribe for securities of the
Company, or had exercised any such rights.

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2007, the following persons (other than
directors or chief executives of the Company) had
interests or short positions in the ordinary shares of
the Company which fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the
register required to be kept by the Company under
section 336 of the SFO:

SCUD Group Limited RFERREE AR A F
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SUBSTANTIAL SHAREHOLDERS (Continued)
Long positions (Ordinary shares of HK$0.10

each of the Company):

FERRE (#)
FR (RAREREEIOETZER
)

Percentage of the
issued share capital
of the Company as at

Number of issued
ordinary shares/

underlying 30 June 2007
shares held RZBELE
Name of shareholder Capacity FBEERITEER/ AAZTRLEERLT
e L2 54 RERG#E BRTRABDL
Fang Jin Corporate interest (Note 1) 402,000,000 40.52%
ik NRVER (M)
Beneficial owner (Note 2) 5,000,000 0.50%
EREBA (Hit2)
Swift Joy Holdings Limited Beneficial owner 402,000,000 40.52%
ARERERAR ERBAA
Lin Chao Corporate interest (Note 3) 180,000,000 18.15%
i NRVER (Mt 3)
Beneficial owner (Note 4) 4,000,000 0.40%
EREBA (Hit4)
Right Grand Holdings Limited Beneficial owner 180,000,000 18.15%
ERERERRT ERABA
Baring Asset Management Limited ~ Investment manager 80,934,000 8.16%
FEEEERERAA RELE
SAS Rue la Boetie Interest through controlled 93,001,246 9.38%
corporation (Note 5)
RIEHIAR 2 e (Kfits)
Credit Agricole S.A. Interest through controlled 93,001,246 9.38%
corporation (Note 5)
RIEHIAR 2 e (Kfits)
Calyon S.A. Interest through controlled 93,001,246 9.38%

corporation (Note 5)
REHIRR 28 (Hits)
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SUBSTANTIAL SHAREHOLDERS (Continued)
Long positions (Ordinary shares of HK$0.10
each of the Company): (Continued)

Name of shareholder

BR#ER

Capacity
L)

FERRE (#)

FR (RAREREEIOETZER

) - ()

Number of issued
ordinary shares/
underlying

shares held
FBERTEER/
HRRASE

Percentage of the
issued share capital
of the Company as at
30 June 2007
RZBELE
AAZTREERAR
ERTREBDL

Calyon Capital Markets
International SA

Calyon Capital Markets Asia B.V.

CLSAB.V.

CLSA Capital Partners Limited

CLSA Private Equity Management

Limited

Aria Investment Partners I, L.P.

Neng Liang Limited

Northern Trust Fiduciary Services
(Ireland) Limited

Interest through controlled
corporation (Note 5)

SR AR 2 (Wits)

Interest through controlled
corporation (Note 5)

SR AR 2 (Wits)

Interest through controlled
corporation (Note 5)

SR AR 2 (Wits)

Interest through controlled
corporation (Note 5)

SR AR 2 (Wits)

Interest through controlled
corporation (Note 5)

SR AR 2 (Wits)

Interest through controlled
corporation (Note 5)

SR AR 2 (Wits)

Beneficial Owner
EnBEBA

Trustee
(EEIN

SCUD Group Limited RFERREE AR A F

93,001,246

93,001,246

93,001,246

93,001,246

93,001,246

93,001,246

93,001,246

60,082,000

9.38%

9.38%

9.38%

9.38%

9.38%

9.38%

9.38%

6.06%
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SUBSTANTIAL SHAREHOLDERS (Continued)
Long positions (Ordinary shares of HK$0.10
each of the Company): (Continued)

Note 1:

Note 2:

Note 3:

Note 4:

Note 5:

These shares are directly held by Swift Joy Holdings
Limited, whose entire issued share capital is held
by Fang Jin.

Mr. Fang’s interest in the 5,000,000 shares pursuant
to the pre-IPO share options granted to him, details
of which are set out in the paragraph headed “Share
Options” above.

These shares are directly held by Right Grand
Holdings Limited, whose entire issued share capital
is held by Lin Chao.

Mr. Lin’s interest in the 4,000,000 shares pursuant
to the pre-IPO share options granted to him, details
of which are set out in the paragraph headed “Share
Options” above.

Based on the disclosure of interests forms filed with
the Stock Exchange, SAS Rue la Boetie has 33.3%
control over Credit Agricole S.A., which in turn has
33.3% control over Calyon S.A., which in turn has
33.3% control over Calyon Capital Markets
International SA, which in turn has 33.3% control
over Calyon Capital Markets Asia B.V., which in turn
has 33.3% control over CLSA B.V., which in turn
has 33.3% control over CLSA Capital Partners
Limited, which in turn has 33.3% control over CLSA
Private Equity Management Limited, which in turn
has 1% control over Aria Investment Partners II, L.P.,
which in turn has 33.3% control over Neng Liang
Limited. As such, each of the above entities is
deemed to be interested in the 93,001,246 shares
held by Neng Liang Limited under the SFO.

FERRE (#)
FR (RAREREEIOETZER
)« ()

BT

B2 :

HraE3:

Btata

BaEs :

FZERGAANZERERATER
FE ZRRERHCBRTEAALTE
®E-

FREREERERARBEESHE
fEHETE T~ 25,000,000 0% f% {5 2 4
= BRFHEEN EXXERE] —

B

BER  FR A R A A
BA AR BEBTRA BN
E

MEEREER TR ARSI
R #ETE T~ 2 4,000,000 f% 15 2 #E
= AR B [ERE] —

B

RIR IR FTIR AR 2 iR B R 1%
SAS Rue la Boetie¥{Credit Agricole
S.A.#EH33.3% 2 £l Credit
Agricole S.A.¥{Calyon S.A.%
B33.3% 2 =4 Calyon S.A.¥f
Calyon Capital Markets International
SA¥EBB3.3% 2 F|# Calyon
Capital Markets International SA%
Calyon Capital Markets Asia B.V. %
H33.3% 2 ¥ fl# - Calyon Capital
Markets Asia B.V.¥{CLSA B.V.#%#&
33.3% 2 12 il CLSA B.V.$ICLSA
Capital Partners Limited#%533.3%
Z¥2%|# - CLSA Capital Partners
Limited¥fCLSA Private Equity
Management Limited# A 33.3% 2
5% CLSA Private Equity
Management Limited¥fAria
Investment Partners I, L.P. & 1%
Z ¥RHI|#E - Aria Investment Partners
I, L.P.¥fNeng Liang Limited#
H33.3% 2 1l At IRIEE F
REIEED IS RERSAER
A Neng Liang LimitedFT#
293,001,246 B 1 H 5 i 2 o
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Save as disclosed above, as at 30 June 2007, the
Company had not been notified by any persons (other
than directors or chief executives of the Company)
who had interests or short positions in the shares or
underlying shares of the Company which would fall to
be disclosed to the Company under the provisions of
Divisions 2 and 3 of the Part XV of the SFO, or which
were recorded in the register required to be kept by
the Company under section 336 of the SFO.

INTERIM DIVIDEND

On 30 August 2007, the Board proposed, subject to
Shareholders’ approval, to declare an interim dividend
of HK$2.0 cents per share. A circular containing the
notice of the Shareholders’ meeting together with
details of book close for the purpose of approving this
dividend will be sent to Shareholders in due course.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

During the six months ended 30 June 2007, neither
the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed
securities.
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COMPLIANCE WITH THE CODE ON
CORPORATE GOVERNANCE PRACTICES OF
THE LISTING RULES

The Company has complied with all the code
provisions set out in the Code on Corporate
Governance Practices (“Corporate Governance Code”)
contained in Appendix 14 of the Listing Rules
throughout the six months period ended 30 June
2007.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS OF LISTED
ISSUERS

The Company had adopted the “Model Code for
Securities Transactions by Directors of Listed Issuers”
as set out in Appendix 10 of the Listing Rules as the
code for dealing in securities of the Company by the
Directors (the “Code”). Having made specific enquiry,
the Company confirmed that all Directors have
complied with the required standard as set out in the
Code throughout the six months period ended 30 June
2007.

AUDIT COMMITTEE

The Audit Committee comprises three Independent
Non-Executive Directors and one Non-Executive
Director and reports to the Board. The Audit
Committee has reviewed with the management the
unaudited financial information and interim results for
the six months ended 30 June 2007 and
recommended their adoption by the Board.
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Other Information

APPRECIATION

| would like to take this opportunity to thank all
members of the Board for their invaluable advice and
guidance, and to each and every one of our staff for
their hard work and loyalty to the Group. Finally, on
behalf of the Board, | would like to express our deepest
gratitude to our committed colleagues for their
continued support and encouragement. | would also
like to thank all the customers, suppliers and
intermediaries for their recognition and support and
the investors for their trust. We pledge to combine all
our energies and abilities to achieving our goals so
that we can increase benefits to our shareholders. We
strongly believe that SCUD will have a promising
development in the future and continue to reward
investors with profitable returns in the years to come.

By Order of the Board
Fang Jin
Chairman

Hong Kong, 30 August 2007
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SCUD Industrial Park

Mawei Economic and Technology
Development Zone

Fuzhou, Fujian

China 350015

Suite 5505, 55/F., Central Plaza
18 Harbour Road, Wanchai
Hong Kong

www.scudcn.com
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