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Stock Code: 000016, 200016
Public Notice No.: 2008-36
KONKA GROUP CO., LTD.
THE THIRD QUARTERLY REPORT 2008

§1. Important Notice

1.1 The Board of Directors, the Supervisory Committee, directors, supervisors and senior
management of Konka Group Co., Ltd. (hereinafter referred to as " the Company") warrant that
this report does not contain any false or misleading statements or omit any material facts and

Short Form of Stock: Shen Konka A, Shen Konka B

accept the individual and joint responsibilities for accuracy, correctness and completeness of the
contents of this report.
1.2 None of the directors, supervisors, senior management demonstrated uncertainty or
disagreement about the accuracy, correctness, and completeness of the first quarterly report.
1.3 All directors attended the Board meeting.
1.4 The Financial Report of the third quarterly report has not been audited.
1.5 Mr. Hou Songrong, Chairman of the Board of the Company, Mr. Yang Guobin, Chief Financial
Officer of the Company, and Mr. Ruan Renzong, person in charge of Accounting Organ hereby
confirm that the Financial Report enclosed in the Quarterly Report is true and complete.
§2. Company Profile
2.1 Main accounting data and financial indicators

Unit: RMB Yuan

Increase/decrease of this period
compared with the same period

At the end of this report| In the period—end of

period last year of last year (%)
[Total assets 9279511,70491] __9.277.974.998.97) 0.02
‘:q‘”u 'I‘l‘v')‘ equity  (sharcholders’ 3705.071.897.57|  3.547.827.071.63 443
Net assels per share 3.08 295 441

Tncrease/decrease compared with
the same period of the last year
(%)

From the beginning of the year to the end of
the report period

Net cash flow arising from operating|

-80.,079,657.45] —137.34

Net cash flow per share arising from| 00

L —-137.34]
operating activities

From the beginning of | Increase/decrease of this period
The report period the year to the end of | compared with the same period
the report period of last year (%)

Net profit 107.383.602.56] 187,938.829.77 713.72]
Basic_earnings per share 0.0892 0.1561 71091
Basic earnings per share after]
deducting non —recurring gains and| - 0.1580) -
losses
Diluted earnings per share 0.0892 0.1561 710.91
Return on equity 2.90% 5.07%] 251
Return on_ equity after  deducting| 2.93% 5.13%) 251
non—recurring gains and losses

Note 1. Net cash flow arising from operating activities decreased by 137.34% compared with the
same period of last year, mainly because the proportion of bank’s acceptance bills in sale accounts
received increased slightly, proportion of cash declined slightly, while the proportion of cash paid
in sale payment increased and the proportion of bank’s acceptance bills dropped, therefore the net
operational cash flow decreased due to the above said two factors. However, at the end of report
period, monetary capital of the Company was RMB 1.055 billion, bank’s acceptance bills available
for discount at any time of the Company was RMB 2.608 billion, the total cash and cash equivalent
of the Company was RMB 3.663 billion, the cash flow of the Company was in good condition.

2. According to the resolutions of annual shareholders” general meeting 2007, the Company
implemented plan of capitalization of capital reserve in Jul. 2008, the Company distributed 10
shares per 10 shares to all shareholders based on total share capital of 601,986,352 shares at the
end of 2007, then the total share capital increased to 1,203,972,704 shares. In above chart, all
data of net assets per share, net cash flow per share arising from operating activities, basic
earnings per share, basic earnings per share after deducting non-recurring gains and losses, diluted
earnings per share were adjusted according to total share capital after capitalization of capital

reserve.
Items of non—-recurring gains and losses
Unit: RMB Yuan

Items of non-recurring gains and losses Amount from the beginning of the year to the end of this report period|
Income from non—operation 6,527,673.55
Expense from non—operation —8.668.560.23]
Gains from stock transfer —1.678.02]
Influenced amount of minority shareholders” _122,173.13
gains and losses

Total -2.264.737.83)

2.2 Total number of shareholders at the end of the report period and statement on shares held by
the top ten shareholders holding shares not subject to trading moratorium
Unit: Share

108,325

Total number of shareholders [

The top ten shareholders holding shares not subject to trading moratorium

Number of shares not subject
to trading moratorium held

58,353,079| Domestically listed foreign shares
39.418.,200]

29.401,800| Domestically listed foreign shares

Name of shareholders Type of shares

GAO-LING FUND,L.P.

TIG HOLDINGS LIMITED

GUOTAL JUNAN SECURIES HONG KONG LIM-
ITED

SBCI FINANCE ASIA LTD A/C SBC HONG KONG,
NOMURA SECURITIES CO. LTD

Orient Securities ~Bank of China ~No. 2 Dong-
fanghong Collective Assets Management Plan

RMB ordinary shares

26,427,679 Domestically listed foreign shares
13,500,000] Domestically listed foreign shares

13,000,000
10,114,022

RMB ordinary shares

Taihe Securities Investment Fund RMB ordinary shares

NAM NGAL 10,111,383 Domestically listed foreign shares
L PANK 1N LIECHTENSTEIN® AKTIENGE- 7.591,700| Domestically listed foreign shares
Orient Securities—Agricultural Bank of China—No. 3 410122 B ondinary shares

Dongfanghong Collective Assets Management Plan
§3. Significant Events

3.1 Particular about large —margin changes in main item of accounting statement and financial
index and reasons for change

\/Applirablt‘ [Inapplicable

1. In the report period, sale income of the Company increased by 18.34%, compared with the same
period of last year, the main reason was that color TV products” consumption upgrading and to
sized the business chance of the Olympic Games.

(1) The added market from consumption upgrading was the major driver of sale income’s year—
on-year increase. Color TV industry was undergoing a revolutionary change, the color TV sales
volume was still in a certain growth during the progress that the flat —panel TV replaced the

traditional CRT television although this progress was accelerated; However, the average unit price
was much higher than that of traditional CRT TV. Therefore, the total color TV market would be in
a more rapid pace of growth if it was measured by the amount. Despite it was in slowdown in the
pace of economic growth currently, but added market generating from consumption upgrading was
capable to offset the reduction brought about slower pace of economic growth, or even gained
growth. At the situation with the continuous progress of color TV’s consumption upgrading, arising
from consumption upgrading, the increase of market volume measured with amount would still be
important factor of TV industry sales growth.

(2) The tremendous business opportunities brought by Olympic economics was the direct stimulus
of the the company’s sales growth. Taking advantages of the tremendous business opportunities, the
Company seized the all-round Olympic business opportunities and gained good achievement from
the aspects of products, technology, marketing and services. Driving by Olympic economic, on
behalf of Konka HDTV, Konka i-sport series HDTV sold well, which also promoted the sale of
other color TVs, finally the color TVs sale volume of the Company grew significantly.

Resulting from above said two factors, the business income in report period made a year—on-year
18.34% increase; although the sale income was influenced by snow disaster, earthquake in the first
half year, the sale income still increased 6.29% in first three quarters in this year.

2. Net profit of first three quarters made a year—on—year 237.59% increase, the sale proportion of
high—end products increased largely and the work of saving cost and enhancing efficiency achieved
remarkable results.

In the report period, the Company seized business opportunities in the Olympic Games, carried out
high—end marketing matching with out brand and further optimized the product structure. The
Company not only successfully promoted the high—added-value products” market share, but also
broadened Konka’s premium space, enhanced the Konka brand and its profitability even on the

strength of " value war" that would improve the products” added values. Meanwhile, in order to
make the work of saving cost and enhancing efficiency go efficiently, orderly and smoothly and
make it achieved obviously, the Company further improved the efficiency of the implementation of
saving cost and enhancing efficiency and strengthened the supervision management in this year.
Finally net profit attributable to owners of parent company in the report period increased 713.72%
compared with the same period of last year; net profit attributable to owners of parent company in
first three quarters increased by 237.59% compared with the same period of last year.

3. Based on inventory at the end of 2007 had a 17.38% decrease compared with the end of 2006,
inventory decreased by 13.45% again compared with the end of 2007, the main reason for that was
the Company further enhance the management and control on inventory, improved its operation
efficiency and sped up its turnover speed.

4. Financial expense in this report period increased by 299.89% compared with the same period of
last year, because the due gains of NDF financing business transacted by the Company before
reduced the financial expense.

5. Minority interest in this report period increased by 401.22% compared with the same period of
last year, which because the gains and losses of shareholders had a large—margin increase resulting
from improvement of subsidiaries” profitability.

6. Income tax in this report period increased by 1519.07% compared with the same period of last
year, mainly because both of total profit of the Company and the effective tax burden ratio
increased in magnitude.

7. Monetary capital increased by 40.17% compared with the year —begin, mainly because the
Company invesled registered capital on LCD module project.

8. Financial assets available for sale decreased by 83.92% compared with the year-begin, because
the Company sold major stock investment held by the Company in this report period.

9. Long—term stock investment decreased by 48.74% compared with the year—begin, because the
Company transferred the investment on Guangzhou Huadu Longfeng Jianzhi Real Estate Co., Ltd.
10. Short—term borrowings increased by 1924.67% compared with the year—begin, mainly because
the Company and its subsidiaries increased bank borrowings of RMB 0.42 billion.

11. Tax payable increased by 495.15% compared with the year—begin, because the value-added
tax increased obviously in this report period.

12. Dividends payable increased by 96.92% compared with the year—begin, because of increase of
dividends the subsidiaries announced but retained.

13. Net cash flow arising from operating activities decreased by 137.34% compared with the same
period of last year, mainly because the proportion of bank’s acceptance bills in sale accounts
received increased slightly, proportion of cash declined slightly, while the proportion of cash paid
in sale payment increased and the proportion of bank’s acceptance bills dropped, therefore the net
operational cash flow decreased due to the above said two factors. However, at the end of report
period, monetary capital of the Company was RMB 1.055 billion, bank’s acceptance bills available
for discount at any time of the Company was RMB 2.608 billion, the total cash and cash equivalent
of the Company was RMB 3.663 billion, the cash flow of the Company was in good condition.

14. Cash received when received the investment increased 99.94% compared with the same period
of last year, mainly because the Company sold the stock investment held in the report period.

3.2 Progress of significant events and influence as well as explanation on analysis of resolving
proposal

\/Apphcable [OInapplicable

According to the decision from the 14th Meeting of the 6th Board of Directors, in order to improve
the competition on LCD TV field, enhance profitability of LCD TV’s industry, the Company would
founded the LCD module project company and invested the LCM LCD module projects. The
registered capital of this project was RMB 0.35 billion and the Company held all shares. The
investment on fixed assets was about RMB 0.886 billion with 8 lines of LCM production. What’s
more, the yearly output was about 2.4 million pieces, so the Company would invest in stages
according to the LCD module market and actual output requirement.

3.3 Implementation on commitments made by the Company, shareholders and the actual controller
\/Ap[)lll.dble [OInapplicable

The OCT Group Co., Ltd. made the following special commitment in share merger reform and its
implementation:
Name of shareholder

Special commitment Implementation

(1) non-tradable Konka Group shares held would not be listed.|
1 or transferred within 24 months since the day of listing|
and ur(uldllng option in the A share market. (2) After the|

eriod, non—tradable Konka Group shareholder would|
<ell no more than 5% of total shares of Konka Group within 12|
months and no more than 10% within 24 months listed and
transacted in Stock Exchange.

No shares subject tol
trading moratorium were|
applied to list for tradef
or transferred yet.

0CT Group Co., Ltd

Besides, there were no any commitments made by shareholders or the Company.
3.4 Warnings of possible loss or great change of the accumulated net profit made during the period
from the beginning of the year to the end of the next report period compared with the same period
of the last year according to prediction, as well as explanations on the reasons
[JApplicable \/Inapplicablc
3.5 Other significant events need to be explained
TImplementation on cash dividend policy:
According to the requirement of Decisions on Revising Certain Rules on Cash Bonus, the Company
would revise Articles of Association as soon as possible, make clear cash bonus policy and
implement relevant duty on information disclosure strictly.
3.5.1 Securities investment
[CJApplicable \/Inapphf‘ah]o
3.5.2 Equity of other listed companies held by the Company
\/Applll.dble [OInapplicable
Unit: RMB Yuan

. . . Profit and los Change of
Stock code| Sort foi'(m of | nitial Rfms to equity of | Book \g\lue;g o l‘hg"";po"r:‘ owners”  equity
stocl investment | invested company (%)| period—en period in the report
000002 | Wanke A 2311.748.07 0.00%|  766,034.30) 0.00) -290,928.80)
600891 | SST QIULIN | 9.000.000.00) 3.84%| 9.000.000.00) 0.00) 0.00)
Total 11,311.748.07] - 9.766.034.30) 0.00) -290,928.80)

3.5.3 Investigation, communication and interview of the Company in the report period

Topics discussed and information

Visitors
provided

Date Venue Manner

Industry” s development tendency,
the Company’ s industry status and
the Company development strategy.

15. 2008 | Meeting room of
the Company

o=
E

Field survey Orient Securities

The Company” s core

competitiveness, development strategy,

market prospect of new products and
the progress of relevant works.

Aug. 12, 2008 | Meeting room of | gy (e Guangzhou Securities
- the Company ¥ &

The Company’ s status on production
United securities, orient and operation, products structure,
securities and SYWG BNP research and development of new
Paribas products and the future development
prospect

Meeting room of

Aug. 21,2008 | HeTRE B

Field survey

Conference room| Galaxy Securitie, Orient
e ] Securities ~ Industrial
Field survey [Securities” ~ dealer ete.Jingshun
Changeheng, Rongtong funds,
Great wall fund ele. organs.

The Company’ s investment on LCM

Sep. 10, 2008 LCD module project

InterContinental
Shenzhen

The Company” s future development
strategy and relevant information on

Sep. 17, 2008 Meeting room of | o 1 4 survey CCB Principal Assets, CJIS

the Company Securities .
N internal management
The Company” s future development
Meeting room of strategy, the situation of color
Sep. 24, 2008 [V CCUng Field survey Bohai Securities TV and phones. their

the Company development tendency and the

Company” s development line.

The current situation of color TV and

Sep. 24, 2008 | Moeting room of f gy e Harvest funds
the Company

op! m line and relevant
information on internal management.

Konka Group Co., Ltd.
Board of Directors
Oct. 29, 2008
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