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INTERIM RESULTS

The board of directors (the “Board”) of Welling Holding
Limited (the “Company”) hereby announce the unaudited
consolidated results of the Company and its subsidiaries
(together, the “Group”) for the six months ended 30 June
2008, together with the comparative figures for 2007.
These condensed consolidated interim financial
information have not been audited, but have been
reviewed by the Company’s audit committee and
independent auditor (the “Auditor”).

INTERIM DIVIDEND

The Board has resolved not to declare an interim
dividend in respect of the six months ended 30 June
2008 (six months ended 30 June 2007: Nil).

MANAGEMENT DISCUSSION AND
ANALYSIS

Restructuring

The Company implemented a restructuring exercise
involving a significant business and assets swap in 2007,
as the directors of the Company (the “Director”) believed
that a change in principal activities is the best option for
liting the Company from its financial and operational
predicament. With the support of Midea Group Co., Ltd.
(“Midea”, together with its subsidiaries, the “Midea
Group”), a substantial shareholder of the Company, the
Board decided to dispose of the original business of the
Group, which mainly included the manufacturing and
distribution of electrical household appliances, including
air-conditioners, refrigerators and mini-refrigerators (the
“Disposed Business”) and to acquire Welling Holding (BVI)
Limited (“Welling”), an indirect wholly-owned subsidiary of
Midea principally engaged in the manufacturing and
distribution of air-conditioning motors, washing motors
and electronic and electric components for electrical
household appliances. Further details are set out in the
circular of the Company dated 25 February 2008.
Management considered that the acquisition would allow
the Company to move upstream in the electrical
household appliances industry and focus on the
development of the more promising upstream business of
motors and electronic and electric components, thus
facilitating full utilisation of the Company’s expertise and
experience in the relevant electrical household appliance
industry.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

A Brief Description of the Acquisition and
Disposal

On 23 November 2007, the Company announced that it
had entered into a sale and purchase agreement (the
“Agreement”) with Welling Electric Holding (Cayman
Islands) Limited (the “Vendor”), pursuant to which the
Company agreed (i) to acquire from the Vendor the entire
issued share capital of Welling, which is engaged in
manufacturing and distribution of motors for electrical
household appliances; (i) to dispose of the Company’s
entire interest in each of China Refrigeration Industry Co.
Ltd. Hualing Technology Limited, Hualing (Far East)
Limited and Hualing (Guangzhou) Electrical Appliances
Co. Ltd. (collectively the “Disposed Companies”) to the
Vendor; (iii) to assign debt receivable in the amount of
approximately RMB784,744,000 to the Vendor; and (iv)
to issue approximately 8,753,323,000 consideration
shares to the Vendor (collectively the “Transaction”). Upon
completion of the Transaction, Welling would become a
wholly-owned subsidiary of the Company, and the
Company would no longer have any interest in any of the
Disposed Companies or engage in its then original
business activities, and would principally engage in the
business of manufacturing and distribution of motors for
electrical household appliances, including principally air-
conditioners, washing machines, dishwashers, water
heaters, microwave ovens and refrigerators and electronic
and electric components.

The Transaction was approved by the independent
shareholders at the Extraordinary General Meeting of the
Company held on 18 March 2008 and completion took
place on 31 March 2008.

Given that the Company and the Vendor are both indirect
subsidiaries of Midea and under common control of
Midea before and after the Transaction, the Company
applied the principles of merger accounting, as
prescribed in Hong Kong Accounting Guideline 5 “Merger
Accounting for Common Control Combinations” issued by
the Hong Kong Institute of Certified Public Accountants
in preparing this interim financial information of the
Group. Details reconciliation was disclosed in Note 2
“Basis of preparation” to the condensed consolidated
interim financial information.
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