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If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, check the following box:  x

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
check the following box and list the Securities Act registration statement number of the earlier effective registration
statement for the same offering.  o

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering.  o

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering.  o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer,” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer  ¨ Accelerated filer ¨
Non-accelerated filer    ¨(Do not check if smaller reporting company) Smaller reporting company x

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its
effective date until the registrant shall file a further amendment which specifically states that this registration
statement shall thereafter become effective in accordance with section 8(a) of the Securities Act of 1933, as amended,
or until the registration statement shall become effective on such date as the United States Securities and Exchange
Commission, acting pursuant to said section 8(a), may determine.
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Explanatory Note

This filing is to correct an error in a premature filing on May 20, 2010, of the Registrant's Post-Effective Amendment
No. 2 to Form S-1 (the “Original Filing”). The Original Filing referenced the incorrect registrant on the Index to
Financial Statements on page F-1. There are no other changes to the Original Filing other than the one described
above.

This Post-Effective Amendment No. 2 (“Post-Effective Amendment”) relates to the registration statement on Form S-1
of Deer Consumer Products, Inc. (the “Company,” “we,” “us,” or “our”) pertaining to 3,682,120 shares of common stock, par
value $.001 per share (after giving effect to a 2-for-1 forward stock split of our common stock on October 2, 2009),
which was filed with the Securities and Exchange Commission on May 29, 2009 (Registration No. 333-159579), as
amended and supplemented, and was declared effective by the Securities Exchange Commission on June 3, 2009 (the
“Registration Statement”). This Post-Effective Amendment is being filed to update certain financial and other
information contained in the prospectus in accordance with Section 10(a)(3) of the Securities Act of 1933, as
amended, and includes the financial statements and the notes thereto included in our Annual Report on Form 10-K for
the fiscal year ended December 31, 2009, the financial statements and the notes thereto included in our Quarterly
Report on Form 10-Q for the three month period ended March 31, 2010, to eliminate or modify information regarding
certain selling stockholders listed in the registration statement and certain other updated information. No additional
securities are being registered under this Post-Effective Amendment. All share information for common shares
registered under the Registration Statement has been restated for the 2-for-1 forward stock split effected on October 2,
2009. All applicable registration fees were paid at the time of the original filing of the Registration Statement.

The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer
to sell these securities and we are not soliciting offers to buy these securities in any state where the offer or sale is not
permitted.

PROSPECTUS; SUBJECT TO COMPLETION, MAY __, 2010

DEER CONSUMER PRODUCTS, INC.

3,682,120 Shares of Common Stock

The selling shareholders identified in this prospectus may offer and sell up to an aggregate of 3,682,120 shares of our
common stock consisting of (i) 2,910,890 shares of our common stock issued to investors in the Units (as defined
below), (ii) up to 727,750 shares of our common stock issuable upon exercise of warrants of which (a) warrants to
purchase 436,660 shares of our common stock were issued to investors in the Units and (b) warrants to purchase
291,090 shares of our common stock were issued to placement agents and qualified finders in connection with the sale
of the Units and (iii) 43,480 shares of common stock purchased by our former President. Each “Unit” was offered and
sold at a purchase price of $0.92 per Unit and consisted of one share of our common stock and a warrant to purchase
15% of one share of our common stock. All warrants are immediately exercisable, expire on the third anniversary of
their issuance and entitle their holders to purchase one share of our common stock at an initial exercise price of $1.73
per share. All of the shares and warrants were issued to the selling shareholders prior to the filing of this Registration
Statement in four private placement transactions exempt from registration under the Securities Act of 1933, as
amended, under Regulation D and Regulation S promulgated thereunder. The closing of the first private placement
took place on March 31, 2009, for an aggregate of 810,890 Units, and the closing of the second and third private
placements, solely pursuant to Regulation S, took place on May 1, 2009 and May 20, 2009, for an aggregate of
1,040,000 and 1,060,000 Units, respectively. Our former President purchased his common stock in a private sale from
our former controlling stockholder.

Edgar Filing: Deer Consumer Products, Inc. - Form POS AM

3



On April 24, 2009, we effected a 1-for-2.3 reverse stock split of our common stock and on October 2, 2009, the
Company effected a 2-for-1 forward stock split of our common stock. All share information for shares of common
stock included in this prospectus has been restated for these stock splits.

We are not selling any shares of our common stock in this offering and will not receive any proceeds from this
offering. We may receive proceeds on exercise of outstanding warrants for shares of common stock covered by this
prospectus if the warrants are exercised for cash.

The selling shareholders may offer the shares covered by this prospectus at fixed prices, at prevailing market prices at
the time of sale, at varying prices or negotiated prices, in negotiated transactions, or in trading markets for our
common stock. We will bear all costs associated with this registration.

Our common stock trades on the NASDAQ Global Select Market under the symbol “DEER.” The closing price of our
common stock on the NASDAQ Global Select Market on May 14, 2010, was $7.70 per share.

You should consider carefully the risk factors beginning on page 4 of this prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved these securities or
determined that this prospectus is accurate or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is May __, 2010.

1
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You may only rely on the information contained in this prospectus or that we have referred you to. We have not
authorized anyone to provide you with different information. This prospectus does not constitute an offer to sell or a
solicitation of an offer to buy any securities other than the common stock offered by this prospectus. This prospectus
does not constitute an offer to sell or a solicitation of an offer to buy any common stock in any circumstances in which
such offer or solicitation is unlawful. Neither the delivery of this prospectus nor any sale made in connection with this
prospectus shall, under any circumstances, create any implication that there has been no change in our affairs since the
date of this prospectus or that the information contained by reference to this prospectus is correct as of any time after
its date.

2
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement we filed with the Securities and Exchange Commission ("SEC").
You should rely only on the information provided in this prospectus and incorporated by reference in this prospectus.
We have not authorized anyone to provide you with information different from that contained in or incorporated by
reference into this prospectus. The selling shareholders are offering to sell, and seeking offers to buy, shares of
common stock only in jurisdictions where offers and sales are permitted. The information in this prospectus is
accurate only as of the date of this prospectus, regardless of the time of delivery of this prospectus or of any sale of
common stock. The rules of the SEC may require us to update this prospectus in the future.

PROSPECTUS SUMMARY

This summary highlights selected information contained elsewhere in this prospectus and does not contain all of the
information you should consider in making your investment decision. Before investing in the securities offered
hereby, you should read the entire prospectus, including our financial statements and related notes included in this
prospectus and the information set forth under the headings “Risk Factors” and “Management’s Discussion and Analysis
of Financial Condition and Results of Operations.” In this prospectus, the terms “Deer,” “we,” “us,” and “our” refer to Deer
Consumer Products, Inc.

Our Company

We are a leading Chinese designer, manufacturer and seller of quality small home and kitchen electric appliances. We
develop, promote, manufacture and sell a broad range of stylish, safe and easy to use products including blenders,
juicers and soy milk makers that are designed to make today’s lifestyles simpler and healthier. Our products are sold
both in the China domestic market and to export markets. In the China domestic market, our products target China’s
growing middle-class and are sold primarily under the Deer brand name (德尔) as well as under one store brand for a
retailer’s private label programs. In the export market, we manufacture our products for leading overseas consumer
products companies who sell them under brand names including Black & Decker® and Betty Crocker Kitchens, as
well as store brands for retailer’s private label programs.

Historically, we have served as an Original Design Manufacturer (ODM) and an Original Equipment Manufacturer
(OEM) for leading international consumer product companies. For the year ended December 31, 2009, 82.4% of our
total revenue was from the export market, with North America and Europe accounting for approximately 41.4% of our
revenue during such period. Since inception, we have focused on establishing and growing relationships with our
leading international customer base including Focus Electrics Group, which offers Back to Basics and West Bend
products, Applica Incorporated, which offers Black & Decker® products, and Sattar. Our experience in the export
business has also enabled us to develop the scale, manufacturing efficiencies and design expertise that serves as the
foundation for us to pursue aggressively the highly attractive China domestic market opportunity.

While we have traditionally generated the majority of our sales in the export market, urbanization, rising family
incomes and increased living standards have spurred demand for small appliances in China. In order to capture this
market opportunity, the Deer brand (德尔) of appliances was introduced to the domestic market in April 2008. We believe
that the Deer brand (德尔) will grow significantly as the domestic demand for our products increases in China with
increased living standards. In addition to expanding our footprint in China, we are also expanding into emerging
growth markets in South America, Asia, Africa, and the Middle East. In 2008 and 2009, we sold our products to
customers and distributors and our products are found worldwide.

We believe Deer is positioned to become a leading brand in China’s rapidly growing small home and kitchen electric
appliance sector and will continue to be a leading international ODM and OEM. Despite the global recession in 2008
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and 2009, we believe that we were able to maintain our revenue growth in 2009 because of our ability to deliver
products on time, the quality reputation of our ODM and OEM products, our excellent relationships with our large
customers, and our aggressive expansion in China, South America, Asia, Africa and the Middle East.

We were incorporated in Nevada on July 8, 2006, under the name of Tag Events Corp. as a musical event organization
and promotion company with minimal operations. On September 3, 2008, we changed our name to Deer Consumer
Products, Inc. and entered into and consummated a series of agreements which resulted in the acquisition of all of the
ordinary shares of Deer International Group Ltd., a corporation organized under the laws of the British Virgin Islands
(“Deer International”), parent of its wholly-owned subsidiary, Winder Electric Group Ltd. (“Winder”), which is a
wholly-owned foreign enterprise (“WFOE”) and responsible for research, production and delivery of goods, and Delta
International Limited (“Delta”), which has transferred all of its material former operations to Winder.

The acquisition of Deer’s ordinary shares was accomplished pursuant to the terms of a Share Exchange Agreement and
Plan of Reorganization, dated September 3, 2008 (the “Share Exchange Agreement”), by and between Deer International
and the Company. Pursuant to the Share Exchange Agreement, we acquired from Deer International 50,000 ordinary
shares, consisting of all of its issued and outstanding capital stock, in exchange for the issuance of an aggregate of
18,050,000 shares (15,695,706 after giving effect to stock splits) of our common stock to the shareholders of Deer
International (the “Share Exchange”). Concurrently with the closing of the transactions contemplated by the Share
Exchange Agreement and as a condition thereof, we entered into an agreement with Crescent Liu, our former Director
and Chief Executive Officer, pursuant to which he returned 5,950,000 shares (5,173,914 shares after giving effect to
stock splits) of our common stock to us for cancellation. Mr. Liu was not compensated in any way for the cancellation
of his shares of our common stock. Upon completion of the foregoing transactions, we had an aggregate of 22,600,000
(19,652,226 shares after giving effect to stock splits) shares of common stock issued and outstanding.

3
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Our principal offices are located at Area 2, 1/F, Building M-6, Central High-Tech Industrial Park, Nanshan, Shenzhen,
China 518057.  Our telephone number is (86) 755-8602-8285.

The Offering

Common stock outstanding before the offering 32,631,748 shares

Common stock offered by selling shareholders Up to 3,682,120 shares
The maximum number of shares to be sold by the selling
shareholders, 3,682,120 shares, represents 11.28% of
our outstanding stock, assuming full exercise of the
warrants

Common stock to be outstanding after the offering 33,190,866 shares, assuming full exercise of the
warrants

Use of proceeds We will not receive any proceeds from the sale of the
common stock. To the extent that the selling
stockholders exercise for cash all of the warrants
covering the 727,750 shares of common stock issuable
upon exercise of all of the warrants, we would receive
$1,259,008 in aggregate from such exercises. We intend
to use such proceeds for general corporate and working
capital purposes. See "Use of Proceeds" for a complete
description.

Risk Factors The purchase of our common stock involves a high
degree of risk. You should carefully review and consider
"Risk Factors" beginning on page 4.

The above information regarding common stock to be outstanding after the offering is based on 32,631,748 shares of
common stock outstanding as of May 14, 2010.

RISK FACTORS

Our business and an investment in our securities are subject to a variety of risks.  The following risk factors describe
the most significant events, facts or circumstances that could have a material adverse effect upon our business,
financial condition, results of operations, ability to implement our business plan, and the market price for our
securities.  Many of these events are outside of our control. The risks described below are not the only ones facing our
company.  Additional risks not presently known to us or that we currently believe are immaterial may also impair our
business operations.  If any of these risks actually occurs, our business, financial condition or results of operation may
be materially adversely affected.  In such case, the trading price of our common stock could decline and investors in
our common stock could lose all or part of their investment.

Risks Related to Our Business

Raw materials price fluctuations.
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The Company’s largest raw materials purchases consist of plastics (AS, PP, ABS which are derived from petroleum),
stainless steel and copper. As such, fluctuations in the price of oil, steel and copper on the international market will
have an impact on the Company’s operating costs and related profits.

International oil prices reached new highs in our third quarter but fell sharply in the fourth quarter of 2008. Oil prices
have increased in the second and third quarter of 2009. The price of most plastics moves in relation to oil prices and
all electrical appliance manufacturers are affected by cost increases and benefit from decreases. Management believes
that any significant long-term increases or decreases in the price of petroleum will be passed onto users in the form of
higher or lower manufacturer prices. However, short-term volatility in petroleum and plastics prices can either result
in short term increases or decreases in manufacturing costs.

The Company does not engage in hedging transactions to protect against raw material fluctuations, but attempts to
mitigate the short-term risks of price swings by purchasing raw materials in advance.

4
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Economic slowdown in U.S. and European markets.

Historically, the majority of the Company’s sales are made as exports overseas with approximately 52% of our total
sales made in North American and European markets in 2008 and 41% of our total sales made in North American and
European markets in 2009. As such, any weakening economic conditions, including those which reduce consumer
demand for our products in these markets, could reduce demand for our products and negatively impact the Company’s
operating results. In order to reduce such risk the Company has:

§ initiated a flexible pricing strategy with international customers; and

§ undertaken expansion into the domestic market of China.

Fluctuation in exchange rates could adversely affect our business and the value of our securities.

The value of our common stock will be indirectly affected by the foreign exchange rate between U.S. dollars and the
Renminbi and between those currencies and other currencies in which our revenue may be denominated. Because a
majority of the Company’s sales are currently made in the export market, and all of our earnings and cash assets are
denominated in Renminbi, fluctuations in the exchange rate between the U.S. dollar and the Renminbi will affect our
financial results reported in U.S. dollar terms without giving effect to any underlying change in our business, financial
condition or results of operations. Fluctuations in the exchange rate will also affect the relative value of any dividend
we may issue in the future that will be exchanged into U.S. dollars and earnings from, and the value of, any U.S.
dollar-denominated investments we make in the future.

Since July 2005, the Renminbi has not been pegged to the U.S. dollar. Although the People’s Bank of China regularly
intervenes in the foreign exchange market to prevent significant short-term fluctuations in the exchange rate, the
Renminbi may appreciate or depreciate significantly in value against the U.S. dollar in the medium to long term.
Moreover, it is possible that in the future the Chinese authorities may lift restrictions on fluctuations in the Renminbi
exchange rate and lessen intervention in the foreign exchange market.

We currently do not engage in Forward Foreign Exchange Agreement or other hedging transactions in an effort to
reduce our exposure to foreign currency exchange risk. Hedging transactions which we may enter into in the future
may have limited effectiveness, and we may not be able to successfully hedge our exposure at all. In addition, our
foreign currency exchange losses may be magnified by Chinese exchange control regulations that restrict our ability to
convert Renminbi into foreign currencies.

Loss of or failure to renew any or all of its licenses and permits.

In accordance with the laws and regulations of the PRC, Deer is required to maintain various licenses and permits in
order to operate our electrical appliance products manufacturing business. Deer is required to comply with applicable
hygiene and safety standards in relation to our production processes. Deer production processes are subject to periodic
inspections by the regulatory authorities for compliance with applicable regulations. Failure to pass these inspections,
or the loss of or failure to renew such licenses and production permits, or sales licenses could result in the temporary
or permanent suspension of some or all of our production or distribution operations and could adversely affect our
revenues and profitability.

We may experience material disruptions to our manufacturing operations.

While we seek to operate our facilities in compliance with applicable rules and regulations and take measures to
minimize the risks of disruption at our facilities, a material disruption at one of our manufacturing facilities could
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prevent us from meeting customer demand, reduce our sales and/or negatively impact our financial results. Any of our
manufacturing facilities, or any of our machines within an otherwise operational facility, could cease operations
unexpectedly due to a number of events, including:

§ prolonged power failures;

§ equipment failures;

§ disruptions in the transportation infrastructure including roads, bridges, railroad tracks; and

§ fires, floods, earthquakes, acts of war, or other catastrophes.

We cannot be assured of the success of the China Domestic Market Development and Brand Campaign.

The Company initiated its own branding campaign in the China domestic market in the first quarter of 2008. While
prospects for the domestic market are encouraging, there exists uncertainty as to the Company’s ability to build a
strong market presence. The China domestic market began to emerge in the 1990s and established brand leaders with
greater experience, market share, and customer loyalty already exist, such as Midea, Tsann Kuen, Supor, and Vatti.
Thus, the ability of the Company to gain meaningful market share is uncertain.

5
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We derive a substantial part of our revenues from several major customers.  If we lose any of these customers or they
reduce the amount of business they do with us, our revenues may be seriously affected.

Our ten largest customers accounted for approximately 51% and 50% of our revenues for the year ended December
31, 2008 and for the year ended December 31, 2009, respectively, and our five largest customers accounted for
approximately 37% and 35% of our revenues for the year ended December 31, 2008 and for the year ended December
31, 2009, respectively. Our largest customer accounted for approximately 19% and 15% of our revenues in the year
ended December 31, 2008 and for the year ended December 31, 2009, respectively. These customers may not
maintain the same volume of business with us in the future. If we lose any of these customers or they reduce the
amount of business they do with us, our revenues may be seriously affected.

We cannot be certain that our product innovations and marketing successes will continue.

We believe that our past performance has been based on, and our future success will depend, in part, upon our ability
to continue to improve our existing products through product innovation and to develop, market and produce new
products. We cannot assure you that we will be successful in introducing, marketing and producing any new products
or product innovations, or that we will develop and introduce in a timely manner innovations to our existing products
which satisfy customer needs or achieve market acceptance. Our failure to develop new products and introduce them
successfully and in a timely manner could harm our ability to grow our business and could have a material adverse
effect on our business, results of operations and financial condition.

The technology used in our products may not satisfy the changing needs of our customers.

With any technology, including the technology of our current and proposed products, there are risks that the
technology may not successfully address all of our customers’ needs. Moreover, our customers’ needs may change or
vary. This may affect the ability of our present or proposed products to address all of our customers’ ultimate
technology needs in an economically feasible manner, which could have a material adverse affect on our business.

We may not be able to keep pace with rapid technological changes and competition in our industry.

While we believe that we have hired or engaged personnel and outside consultants who have the experience and
ability necessary to keep pace with advances in technology, and while we continue to seek out and develop “next
generation” technology through our research and development efforts, there is no guarantee that we will be able to keep
pace with technological developments and market demands in this evolving industry and market. In addition, our
industry is highly competitive. We face competition from other manufacturers of products similar to our products,
often from competitors with substantially more capital and other resources. Some of our competitors’ advantages over
us in both the areas of products, marketing, and services include the following:

§ substantially greater revenues and financial resources;

§ stronger brand names and consumer recognition;

§ the capacity to leverage marketing expenditures across a broader portfolio of products;

§ pre-existing relationships with potential customers;

§ more resources to make acquisitions;

§ lower labor and development costs; and
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§ broader geographic presence.

We will face different market dynamics and competition as we expand our market to new countries. In some export
markets, our future competitors would have greater brand recognition and broader distribution than we currently
enjoy. We may not be as successful as our competitors in generating revenues in those markets due to our inability to
provide products that are attractive to the market in those countries, the lack of recognition of our brand, and other
factors. As a result, any new expansion efforts could be more costly and less profitable than our efforts in our existing
markets.

If we are not as successful as our competitors in our target markets, our sales could decline, our margins could be
negatively impacted and we could lose market share, any of which could materially harm our business.

We are a major purchaser of certain goods and raw materials that we use in the manufacturing process of our products,
and price changes for the commodities we depend on may adversely affect our profitability.

Our profitability depends in part upon the margin between the cost to us of certain raw materials used in the
manufacturing process, as well as our fabrication costs associated with converting such raw materials into assembled
products, compared to the selling price of our products, and the overall supply of raw materials. It is our intention to
base the selling prices of our products in part upon the associated raw materials costs to us. However, we may not be
able to pass all increases in raw material costs and ancillary acquisition costs associated with taking possession of the
raw materials through to our customers. Although we are currently able to obtain adequate supplies of raw materials,
it is impossible to predict future availability or pricing. The inability to offset price increases of raw material by
sufficient product price increases, and our inability to obtain raw materials, would have a material adverse effect on
our consolidated financial condition, results of operations and cash flows.

6
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Our products may contain defects, which could adversely affect our reputation and cause us to incur significant costs.

Despite testing by us, defects may be found in existing or new products. Any such defects could cause us to incur
significant return and exchange costs, re-engineering costs, divert the attention of our engineering personnel from
product development efforts, and cause significant customer relations and business reputation problems. Any such
defects could force us to undertake a product recall program, which could cause us to incur significant expenses and
could harm our reputation and that of our products. If we deliver defective products, our credibility and the market
acceptance and sales of our products could be harmed.

Our position in the marketplace could be negatively impacted if we experience delays in launching our products.

We may experience delays in bringing new products to market, due to design, manufacturing or distribution problems.
Such delays could adversely affect our ability to compete effectively and may adversely affect our relationship with
our customers. Any such delays would adversely affect our revenues and our ability to become profitable.

If we are not able to manage our growth, we may not be profitable.

Our success will depend on our ability to expand and manage our operations and facilities. There can be no assurance
that we will be able to manage our growth, meet the staffing requirements for our business or for additional
collaborative relationships or successfully assimilate and train new employees. In addition, to manage our growth
effectively, we may be required to expand our management base and enhance our operating and financial systems. If
we continue to grow, there can be no assurance that the management skills and systems currently in place will be
adequate. Moreover, there can be no assurance that we will be able to manage any additional growth effectively.
Failure to achieve any of these goals could have a material adverse effect on our business, financial condition or
results of operations.

Our inability to successfully manage the inherent risks in our domestic and export activities could adversely affect our
business. Because of the risks associated with conducting such operations (including the risks listed above), there can
be no assurances that any new market expansion will be successful.

Winder may only have a perpetual, exclusive, worldwide and royalty-free license to use the patents and trademarks
used in its business.

We and our subsidiaries have historically licensed the right to use patents and trademarks from various parties,
including from our Chairman, Mr. Ying He, his brother, Mr. Famin He, Shenzhen De Mei Long Electric Appliances
Co., Ltd. and Shenzhen Kafu Industrial Co., Ltd. In December 2008, we entered into transfer agreements that intended
to transfer patents and trademarks used by the Company from its Chairman, Mr. Ying He, his brother, Mr. Famin He,
Shenzhen De Mei Long Electric Appliances Co., Ltd. and Shenzhen Kafu Industrial Co., Ltd., to Winder. Any transfer
of the ownership of such patents and trademarks requires that the transfer agreements be registered with the State
Intellectual Property Office of the PRC and the China Trademark Office under the State Administration of Industry
and Commerce of the PRC, respectively. In the absence of such registration, the transfers would be ineffective under
PRC law. To clarify the transfer and safeguard our right to use these patents and trademarks, Winder has entered into a
supplemental agreement to such transfer agreements whereby Mr. Ying He, Mr. Famin He, Shenzhen De Mei Long
Electric Appliances Co., Ltd. and Shenzhen Kafu Industrial Co., Ltd. clarify that a transfer of ownership was intended
and their license of the use of the patents and trademarks to Winder has and will continue on a perpetual, exclusive,
world-wide and royalty-free basis which may not be cancelled by the licensor or grantor until such time as the
ownership of such patents and trademarks are effectively transferred to Winder. If any of the licensors unilaterally
terminates or repudiates the supplemental agreements, the Company’s business may be adversely affected as Winder
may have to litigate or arbitrate to retain such license rights.
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We face risks associated with managing international operations.

Almost all of our operations are conducted in China.  There are a number of risks inherent in doing business in such
market, including the following:

§ unfavorable political or economical factors;

§ fluctuations in foreign currency exchange rates;

§ potentially adverse tax consequences;

§ unexpected legal or regulatory changes;

§ lack of sufficient protection for intellectual property rights;

7
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§ difficulties in recruiting and retaining personnel, and managing international operations; and

§ less developed infrastructure.

Our inability to successfully manage the inherent risks in our domestic and international activities could adversely
affect our business. Because of the risks associated with conducting such operations (including the risks listed above),
there can be no assurances that any new market expansion will be successful.

We may not be able to adequately protect our technology and other proprietary rights.

Our success will depend in part on our ability to obtain and protect our products, methods, processes and other
technologies, to preserve our trade secrets, and to operate without infringing on the proprietary rights of third parties
both domestically and abroad. Despite our efforts, any of the following occurrences may reduce the value of our
owned and used intellectual property:

§issued patents and trademarks which we own or have the right to use may not provide us with any competitive
advantages;

§our efforts to protect our intellectual property rights may not be effective in preventing misappropriation of our
technology or that of those from whom we license our rights to use;

§our efforts may not prevent the development and design by others of products or technologies similar to or
competitive with, or superior to those we use or develop; or

§another party may obtain a blocking patent and we or our licensors would need to either obtain a license or design
around the patent in order to continue to offer the contested feature or service in our products.

Effective protection of intellectual property rights may be unavailable or limited in certain foreign countries.  If we are
unable to adequately protect our proprietary rights, then it would have a negative impact on our operations.

We or the owners of the intellectual property rights licensed to us may be subject to claims that we or such licensors
have infringed the proprietary rights of others, which could require us and our licensors to obtain a license or change
designs.

Although we do not believe that any of our products infringe upon the proprietary rights of others, there is no
assurance that infringement or invalidity claims (or claims for indemnification resulting from infringement claims)
will not be asserted or prosecuted against us or those from whom we have licenses or that any such assertions or
prosecutions will not have a material adverse affect on our business. Regardless of whether any such claims are valid
or can be successfully asserted, defending against such claims could cause us to incur significant costs and could
divert resources away from our other activities. In addition, assertion of infringement claims could result in
injunctions that prevent us from distributing our products. If any claims or actions are asserted against us or those
from whom we have licenses, we may seek to obtain a license to the intellectual property rights that are in dispute.
Such a license may not be available on reasonable terms, or at all, which could force us to change our designs.

We may need additional capital to execute our business plan and fund operations and may not be able to obtain such
capital on acceptable terms or at all.

In our rapidly changing industry, capital requirements are difficult to plan for. Although we currently expect to have
sufficient funding for the next 12 months, we may need additional capital to fund our future growth.
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Our ability to obtain additional capital on acceptable terms or at all is subject to a variety of uncertainties, including:

§ Investors’ perceptions of, and demand for, companies in our industry;

§ Investors’ perceptions of, and demand for, companies operating in China;

§ Conditions of the U.S. and other capital markets in which we may seek to raise funds;

§ Our future results of operations, financial condition and cash flows;

§ Governmental regulation of foreign investment in companies in particular countries;

§ Economic, political and other conditions in the United States, China, and other countries; and

§ Governmental policies relating to foreign currency borrowings.

8
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We may be required to pursue sources of additional capital through various means, including joint venture projects
and debt or equity financings. There is no assurance that we will be successful in locating a suitable financing
transaction in a timely fashion or at all. In addition, there is no assurance that we will be successful in obtaining the
capital we require by any other means. Future financings through equity investments are likely to be dilutive to our
existing stockholders. Also, the terms of securities we may issue in future capital transactions may be more favorable
for our new investors. Newly issued securities may include preferences, superior voting rights, the issuance of
warrants or other derivative securities, and the issuances of incentive awards under equity employee incentive plans,
which may have additional dilutive effects. Further, we may incur substantial costs in pursuing future capital and/or
financing, including investment banking fees, legal fees, accounting fees, printing and distribution expenses and other
costs. We may also be required to recognize non-cash expenses in connection with certain securities we may issue,
such as convertible notes and warrants, which will adversely impact our financial condition.

If we cannot raise additional funds on favorable terms or at all, we may not be able to carry out all or parts of our
strategy to maintain our growth and competitiveness or to fund our operations. If the amount of capital we are able to
raise from financing activities, together with our revenues from operations, is not sufficient to satisfy our capital
needs, even to the extent that we reduce our operations accordingly, we may be required to cease operations.

Our business could be subject to environmental liabilities.

As is the case with manufacturers of similar products, we use certain hazardous substances in our operations.
Currently we do not anticipate any material adverse effect on our business, revenues or results of operations as a result
of compliance with Chinese environmental laws and regulations. However, the risk of environmental liability and
charges associated with maintaining compliance with environmental laws is inherent in the nature of our business, and
there is no assurance that material environmental liabilities and compliance charges will not arise in the future.

If we lose our key personnel, or are unable to attract and retain additional qualified personnel, the quality of our
services may decline and our business may be adversely impacted.

We rely heavily on the expertise, experience and continued services of our senior management, including our Chief
Executive Officer. Loss of his services could adversely impact our ability to achieve our business objectives. We
believe our future success will depend upon our ability to retain key employees and our ability to attract and retain
other skilled personnel. The rapid growth of the economy in China has caused intense competition for qualified
personnel. We cannot guarantee that any employee will remain employed by us for any definite period of time or that
we will be able to attract, train or retain qualified personnel in the future. Such loss of personnel could have a material
adverse effect on our business and company. Moreover, qualified employees periodically are in great demand and may
be unavailable in the time frame required to satisfy our customers’ requirements. We need to employ additional
personnel to expand our business. There is no assurance that we will be able to attract and retain sufficient numbers of
highly skilled employees in the future. The loss of personnel or our inability to hire or retain sufficient personnel at
competitive rates could impair the growth of our business. We have entered into standard China domestic labor
contracts with Mr. Ying He and Mr. Zongshu Nie, which do not contain provisions prohibiting competition by either
Mr. He or Mr. Nie following their employment with us. Mr. He’s labor contract expires March 2, 2013, and Mr. Nie’s
labor contract expires April 30, 2012.

If we fail to establish and maintain an effective system of internal controls, we may not be able to report our financial
results accurately or prevent fraud. Any inability to report and file our financial results accurately and timely could
harm our business and adversely impact the trading price of our common stock.

We are required to establish and maintain internal controls over financial reporting, disclosure controls, and to comply
with other requirements of the Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act”) and the rules promulgated by
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the SEC. Our management, including our Chief Executive Officer and Chief Financial Officer, cannot guarantee that
our internal controls and disclosure controls will prevent all possible errors or prevent all fraud. A control system, no
matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of
the control system are met. In addition, the design of a control system must reflect the fact that there are resource
constraints and the benefit of controls must be relative to their costs. Because of the inherent limitations in all control
systems, no system of controls can provide absolute assurance that all control issues and instances of fraud, if any,
within the Company have been detected. These inherent limitations include the realities that judgments in
decision-making can be faulty and that breakdowns can occur because of simple error or mistake. Further, controls
can be circumvented by individual acts of some persons, by collusion of two or more persons, or by management
override of the controls. The design of any system of controls also is based in part upon certain assumptions about the
likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals
under all potential future conditions. Over time, a control may become inadequate because of changes in conditions or
the degree of compliance with policies or procedures may deteriorate. Because of inherent limitations in a
cost-effective control system, misstatements due to error or fraud may occur and may not be detected.

We are a holding company that depends on cash flow from our wholly-owned subsidiary to meet our obligations.

After the Share Exchange, we became a holding company with no material assets other than the stock of our
wholly-owned subsidiary. Accordingly, all our operations will be conducted by our wholly-owned subsidiary Winder,
which is responsible for research, production and delivery of goods and Delta, which has transferred all of its material
former operations to Winder.

We currently expect that the earnings and cash flow of our subsidiary will primarily be retained and used by us in its
operations.

9
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All of Deer’s liabilities survived the Share Exchange and there may be undisclosed liabilities that could have a
negative impact on our financial condition.

Before the Share Exchange, certain due diligence activities on the Company and Deer were performed. The due
diligence process may not have revealed all liabilities (actual or contingent) of the Company and Deer that existed or
which may arise in the future relating to the Company’s activities before the consummation of the Share Exchange.
Notwithstanding that all of the Company’s pre-closing liabilities were transferred to a third party pursuant to the terms
of the Share Exchange Agreement, it is possible that claims for such liabilities may still be made against us, which we
will be required to defend or otherwise resolve. The transfer pursuant to the Share Exchange Agreement may not be
sufficient to protect us from claims and liabilities and any breaches of related representations and warranties. Any
liabilities remaining from the Company’s pre-closing activities could harm our financial condition and results of
operations.

New accounting standards could result in changes to our methods of quantifying and recording accounting
transactions, and could affect our financial results and financial position.

Changes to Generally Accepted Accounting Principles in the United States (GAAP) arise from new and revised
standards, interpretations, and other guidance issued by the Financial Accounting Standards Board, the SEC, and
others. In addition, the U.S. Government may issue new or revised Cost Accounting Standards or Cost Principles. The
effects of such changes may include prescribing an accounting method where none had been previously specified,
prescribing a single acceptable method of accounting from among several acceptable methods that currently exist, or
revoking the acceptability of a current method and replacing it with an entirely different method, among others. Such
changes could result in unanticipated effects on our results of operations, financial position, and other financial
measures.

The markets we serve are subject to seasonality and cyclical demand, which could harm our business and make it
difficult to project long-term performance.

Demand for our products depends in large part upon the level of capital and maintenance expenditures of our
customers and the end users. These expenditures have historically been cyclical in nature and vulnerable to economic
downturns. Decreased capital and maintenance spending by our customers could have a material adverse effect on the
demand for our products and our business, financial condition and results of operations. To date, the Company has not
been adversely affected by these trends and, given the current demand visibility, we do not currently foresee
weakening in the demand for our products in the next year. However, the historically cyclical nature of the demand for
our products limits our ability to make accurate long-term predictions about our performance. Changing world
economic and political conditions may also reduce the willingness of our customers and prospective customers to
purchase our products and services. The seasonality of our business results in significant operational challenges to our
production and inventory control functions.

Risks Related to Our Business being Conducted in China

We are subject to international economic and political risks over which we have little or no control and may be unable
to alter our business practice in time to avoid the possibility of reduced revenues.

Our business is conducted in China. Doing business outside the United States, particularly in China, subjects us to
various risks, including changing economic and political conditions, major work stoppages, exchange controls,
currency fluctuations, armed conflicts and unexpected changes in United States and foreign laws relating to tariffs,
trade restrictions, transportation regulations, foreign investments and taxation. We have no control over most of these
risks and may be unable to anticipate changes in international economic and political conditions and, therefore, unable

Edgar Filing: Deer Consumer Products, Inc. - Form POS AM

21



to alter our business practice in time to avoid the possibility of reduced revenues.

China’s economic policies could affect our business.

Substantially all of our assets are located in China and all of our revenue is derived from our operations in China.
Accordingly, our results of operations and prospects are subject, to a significant extent, to the economic, political and
legal developments in China.

While China’s economy has experienced significant growth in the past twenty years, such growth has been uneven,
both geographically and among various sectors of the economy. The Chinese government has implemented various
measures to encourage economic growth and guide the allocation of resources. Some of these measures benefit the
overall economy of China, but they may also have a negative effect on us. For example, operating results and financial
condition may be adversely affected by the government control over capital investments or changes in tax regulations.
The economy of China has been transitioning from a planned economy to a more market-oriented economy. In recent
years the Chinese government has implemented measures emphasizing the utilization of market forces for economic
reform and the reduction of state ownership of productive assets, and the establishment of corporate governance in
business enterprises; however, a substantial portion of productive assets in China are still owned by the Chinese
government. In addition, the Chinese government continues to play a significant role in regulating industry
development by imposing industrial policies. It also exercises significant control over China’s economic growth
through the allocation of resources, the control of payment of foreign currency-denominated obligations, the setting of
monetary policy and the provision of preferential treatment to particular industries or companies.

10
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We may have difficulty establishing adequate management, legal and financial controls in China.

China historically has not adopted a Western style of management and financial reporting concepts and practices, as
well as in modern banking, computer and other control systems. We may have difficulty in hiring and retaining a
sufficient number of qualified employees to work in China. As a result of these factors, we may experience difficulty
in establishing management, legal and financial controls, collecting financial data and preparing financial statements,
books of account and corporate records and instituting business practices that meet Western standards.

Our bank accounts are not insured or protected against loss.

We maintain our cash with various national banks located in China. Our cash accounts are not insured or otherwise
protected. Should any bank holding our cash deposits become insolvent, or if we are otherwise unable to withdraw
funds, we would lose the cash on deposit with that particular bank.

We have limited business insurance coverage and may incur losses due to business interruptions resulting from natural
and man-made disasters, and our insurance may not be adequate to cover liabilities resulting from accidents or injuries
that may occur.

The insurance industry in China is still in an early stage of development and insurance companies located in China
offer limited business insurance products. In the event of damage or loss to our properties, our insurance may not
provide as much coverage as if we were insured by insurance companies in the United States. We currently carry
property and casualty insurance for our buildings, plant and equipment but cannot assure you that the coverage will be
adequate to replace fully damage to any of the foregoing. Should any natural catastrophes such as earthquakes, floods,
or any acts of terrorism occur where our primary operations are located and most of our employees are based, or
elsewhere, we might suffer not only significant property damage, but also loss of revenues due to interruptions in our
business operations. The occurrence of a significant event for which we are not fully insured or indemnified, and/or
the failure of a party to meet its underwriting or indemnification obligations, could materially and adversely affect our
operations and financial condition. Moreover, no assurance can be given that we will be able to maintain adequate
insurance in the future at rates we consider reasonable.

Tax laws and regulations in China are subject to substantial revision, some of which may adversely affect our
profitability.

The Chinese tax system is in a state of flux, and it is anticipated that China’s tax regime will be altered in the coming
years. Tax benefits that we presently enjoy may not be available to us in the wake of these changes, and we could
incur tax obligations to the Chinese government that are significantly higher than currently anticipated. These
increased tax obligations could negatively impact our financial condition and our revenues, gross margins,
profitability and results of operations may be adversely affected as a result.

Certain tax treatment that we presently enjoy in China is scheduled to expire over the next several years.

As a substantial portion of our operations are located in a privileged economic zone, we are entitled to certain tax
benefits. When these exemptions expire, our income tax expenses will increase, reducing our net income below what
it would be if we continued to enjoy these exemptions. A special tax rate of 15% is given to us for our efforts to
automate production at our factory. The tax authority and government entities examine productivity per employee and
other operating metrics to determine our eligibility for special tax treatment. Our current tax treatment will last until
December 31, 2010. Prior to expiration, these government entities will re-assess our efforts in automating production
and determine future eligibilities for special tax treatment. We would pay the common 25% income tax instead of the
special 15% income tax rate if the special tax treatment is not renewed. Winder is one of the largest employers in
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Yang Jiang and we believe that the local taxing authorities would be favorably inclined to continue our favorable tax
treatment.

We may face judicial corruption in China.

Another obstacle to foreign investment in China is corruption. There is no assurance that we will be able to obtain
recourse in any legal disputes with suppliers, customers or other parties with whom we conduct business, if desired,
through China’s poorly developed and sometimes corrupt judicial systems.

If relations between the United States and China worsen, investors may be unwilling to hold or buy our stock and our
stock price may decrease.

At various times during recent years, the United States and China have had significant disagreements over political
and economic issues. Controversies may arise in the future between these two countries. Any political or trade
controversies between the United States and China, whether or not directly related to our business, could reduce the
price of our common stock.

11
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China could change its policies toward private enterprise or even nationalize or expropriate private enterprises.

Our business is subject to significant political and economic uncertainties and may be affected by political, economic
and social developments in China. Over the past several years, the Chinese government has pursued economic reform
policies including the encouragement of private economic activity and greater economic decentralization. The Chinese
government may not continue to pursue these policies or may significantly alter them to our detriment from time to
time with little, if any, prior notice.

Changes in policies, laws and regulations or in their interpretation or the imposition of confiscatory taxation,
restrictions on currency conversion, restrictions or prohibitions on dividend payments to stockholders, or devaluations
of currency could cause a decline in the price of our common stock, should a market for our common stock ever
develop. Nationalization or expropriation could even result in the total loss of your investment.

The nature and application of many laws of China create an uncertain environment for business operations and they
could have a negative effect on us.

The legal system in China is a civil law system. Unlike the common law system, the civil law system is based on
written statutes in which decided legal cases have little value as precedents. In 1979, China began to promulgate a
comprehensive system of laws and has since introduced many laws and regulations to provide general guidance on
economic and business practices in China and to regulate foreign investment. Progress has been made in the
promulgation of laws and regulations dealing with economic matters such as corporate organization and governance,
foreign investment, commerce, taxation and trade. The promulgation of new laws, changes of existing laws and the
abrogation of local regulations by national laws could cause a decline in the price of our common stock. In addition,
as these laws, regulations and legal requirements are relatively recent, their interpretation and enforcement involve
significant uncertainty.

As we import goods into and export goods out of China, fluctuation of the Renminbi may affect our financial
condition by affecting the volume of cross-border money flow.

Although we use the United States dollar for financial reporting purposes, most of the transactions effected by our
operating subsidiaries are denominated in China’s Renminbi. The value of the Renminbi fluctuates and is subject to
changes in China’s political and economic conditions. Future movements in the exchange rate of the Renminbi could
adversely affect our financial condition as we may suffer financial losses when transferring money raised outside of
China into the country or paying vendors for services performed outside of China.

We may not be able to obtain regulatory approvals for our products.

The manufacture and sale of our products in China is regulated by The People’s Republic of China and the local
provincial governments. Although our licenses and regulatory filings are up to date, the uncertain legal environment in
China and our industry may be vulnerable to local government agencies or other parties who wish to renegotiate the
terms and conditions of, or terminate their agreements or other understandings with us.

It will be extremely difficult to acquire jurisdiction and enforce liabilities against our officers, directors and assets
based in China.

As our executive officers and several of our directors, including the Chairman of our Board of Directors, are Chinese
citizens, it may be difficult, if not impossible, to acquire jurisdiction over these persons in the event a lawsuit is
initiated against us and/or our officers and directors by a stockholder or group of stockholders in the United States.
Also, because our operating subsidiaries and assets are located in China, it may be extremely difficult or impossible
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for individuals to access those assets to enforce judgments rendered against us or our directors or executive offices by
United States courts. In addition, the courts in China may not permit the enforcement of judgments arising out of
United States federal and state corporate, securities or similar laws. Accordingly, United States investors may not be
able to enforce judgments against us for violation of United States securities laws.

PRC regulations relating to mergers, offshore companies and Chinese stockholders, if applied to us, may limit our
ability to operate our business as we see fit.

PRC regulations govern the process by which we may participate in an acquisition of assets or equity interests.
Depending on the structure of the transaction, these regulations require involved parties to make a series of
applications and supplemental applications to various government agencies. In some instances, the application process
may require the presentation of economic data concerning a transaction, including appraisals of the target business and
evaluations of the acquirer, which are designed to allow the government to assess the transaction. Government
approvals will have expiration dates by which a transaction must be completed and reported to the government
agencies. Compliance with the new regulations is likely to be more time consuming and expensive than in the past and
the government can now exert more control over the combination of two businesses. Accordingly, due to PRC
regulations, our ability to engage in business combination transactions in China through our Chinese subsidiaries has
become significantly more complicated, time consuming and expensive, and we may not be able to negotiate
transactions that are acceptable to us or sufficiently protective of our interests.

12
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The acquisition by Deer International Group Ltd. (“Deer International”) of Winder in 2008 may require further approval.

On April 1, 2008, Deer International acquired 100% of the equity interest in Winder from 50HZ Electric Limited. The
transaction was approved by the Economic Development Bureau of Yangjiang High-tech Industry Development Zone
(the “Yangjiang Hi-Tech Zone”). Approval from a PRC government agency with higher authority may be required.

Furthermore, the Regulation on Mergers and Acquisitions of Domestic Companies by Foreign Investors jointly issued
on August 8, 2006 (the “New M&A Rule”), by six PRC regulatory agencies, including the Ministry of Commerce
(“MOFCOM”), the State Assets Supervision and Administration Commission, the State Administration for Taxation, the
State Administration for Industry and Commerce, China Securities Regulatory Commission (“CSRC”) and the State
Administration of Foreign Exchange (“SAFE”), has a particular provision which requires that MOFCOM’s approval is
required if a PRC domestic non-foreign-invested enterprise or natural person acquires its/his affiliated Chinese
company in the name of an offshore enterprise established or controlled by it or him. At the time of such acquisition,
Deer International was an offshore enterprise controlled by some of our shareholders who are PRC residents. These
same shareholders at the same time owned or controlled 50HZ Electric Limited, which made Winder an affiliated
Chinese company of such shareholders. According to the New M&A Rule, this transaction might require the approval
of MOFCOM. As the interpretation and implementation of the New M&A Rule are unclear, if the approval of
MOFCOM is required, the approval that 50HZ Electric Limited has obtained from the Yangjiang Hi-Tech Zone may
be deemed incomplete and the transferee, namely Deer International, may need to obtain further approval from
MOFCOM.

The acquisition by Deer International of Winder in 2008 may face PRC tax authority challenges and be subject to
transfer pricing adjustment.

The acquisition of 100% of Winder’s equity interests by Deer International on April 1, 2008, was free of any
considerations and conditions. Under applicable PRC tax rules, any transaction between related parties shall be priced
on an arm’s length basis. The tax authority has the right to investigate any related party transaction and to make
adjustment if it finds the price not on an arm’s length basis. The PRC tax authority would make adjustment by applying
a deemed arm’s length price to the transaction. Given that 50HZ Electric Limited and Deer International had certain
related parties, there is a possibility that the consideration-free transfer may be challenged and investigated by the
PRC tax authority. If the deemed arm’s length price determined by the PRC tax authority during such investigation is
higher than the original cost that 50HZ Electric Limited paid to get 100% equity interest of Winder, such excess
amount would be subject to a 10% PRC income tax. Although we believe 50HZ Electric Limited shall be responsible
for the possible PRC income tax, we understand that it is common practice for PRC tax authority to enforce the tax
collection over the entity at issue, which in this case would be Winder, and we may be required to pay the possible
PRC income tax on behalf of 50HZ Electric Limited.

If the China Securities Regulatory Commission, or CSRC, or another PRC regulatory agency determines that its
approval is required in connection with the Company’s public offerings, the Company may become subject to
penalties.

The New M&A Rule, among other things, has certain provisions that require offshore special purpose vehicles, or
SPVs, formed or controlled for the purpose of overseas listing of interests of PRC domestic non-foreign-invested
companies controlled by PRC domestic non-foreign invested companies or individuals, to obtain the approval of the
CSRC prior to listing their securities on an overseas stock exchange. The Company believes, based on the opinion of
its PRC legal counsel, the GuangDong Tuo Jin Law Firm, that while the CSRC generally has jurisdiction over
overseas listings of companies like us, CSRC’s approval is not required for the offerings of the Company’s securities
because its current corporate structure was established before the new regulation became effective. However, there
remains some uncertainty as to how this regulation will be interpreted or implemented in the context of an overseas
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offering. If the CSRC or another PRC regulatory agency subsequently determines that its approval is required for the
Company’s public offerings, the Company may face sanctions by the CSRC or another PRC regulatory agency. If this
happens, these regulatory agencies may impose fines and penalties on the Company’s operations in the PRC, limit its
operating privileges in the PRC, delay or restrict the repatriation of the proceeds from this offering or other of the
Company’s offerings into the PRC, restrict or prohibit payment or remittance of dividends by the Company’s PRC
subsidiaries to it or take other actions that could have a material adverse effect on the Company’s business, financial
condition, results of operations, reputation and prospects, as well as the trading price of the Company’s ordinary
shares.

13
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Recent Chinese regulations relating to the establishment of offshore special purpose companies by Chinese residents
and registration requirements for China resident shareholders owning shares in offshore companies as well as
registration requirements of employee stock ownership plans or share option plans may subject the Company’s China
resident shareholders to personal liability and limit its ability to acquire Chinese companies or to inject capital into its
operating subsidiaries in China, limit its subsidiaries’ ability to distribute profits to the Company, or otherwise
materially and adversely affect the Company.

The State Administration of Foreign Exchange (“SAFE”) issued a public notice in October 2005 (“Circular 75”) requiring
PRC residents, including both legal persons and natural persons, to register with the competent local SAFE branch
before establishing or controlling any company outside of China, referred to as an “offshore special purpose company,”
for the purpose of acquiring any assets of or equity interest in PRC companies and raising funds from overseas. In
addition, any PRC resident who is the shareholder of an offshore special purpose company is required to amend his or
her SAFE registration with the local SAFE branch, with respect to that offshore special purpose company in
connection with any increase or decrease of capital, transfer of shares, merger, division, equity investment or creation
of any security interest over any assets located in China. To further clarify the implementation of Circular 75, the
SAFE issued Circular 124 and Circular 106 on November 24, 2005 and May 29, 2007, respectively. Under Circular
106, PRC subsidiaries of an offshore special purpose company are required to coordinate and supervise the filing of
SAFE registrations by the offshore holding company’s shareholders who are PRC residents in a timely manner. If these
shareholders fail to comply, the PRC subsidiaries are required to report to the local SAFE authorities. If the PRC
subsidiaries of the offshore parent company do not report to the local SAFE authorities, they may be prohibited from
distributing their profits and proceeds from any reduction in capital, share transfer or liquidation to their offshore
parent company and the offshore parent company may be restricted in its ability to contribute additional capital into its
PRC subsidiaries. Moreover, failure to comply with the above SAFE registration requirements could result in
liabilities under PRC laws for evasion of foreign exchange restrictions. The Company’s PRC resident beneficial
owners, including our Chairman, have not registered with the local SAFE branch as required under SAFE regulations.
The failure or inability of these PRC resident beneficial owners to comply with the applicable SAFE registration
requirements may subject these beneficial owners or the Company to fines, legal sanctions and restrictions described
above.

On March 28, 2007, SAFE released detailed registration procedures for employee stock ownership plans or share
option plans to be established by overseas listed companies and for individual plan participants. Any failure to comply
with the relevant registration procedures may affect the effectiveness of the Company’s employee stock ownership
plans or share option plans and subject the plan participants, the companies offering the plans or the relevant
intermediaries, as the case may be, to penalties under PRC foreign exchange regime.

These penalties may subject the Company to fines and legal sanctions, prevent the Company from being able to make
distributions or pay dividends, as a result of which the Company’s business operations and its ability to distribute
profits could be materially and adversely affected.

The Company’s PRC Subsidiaries have taken the position that they do not have to contribute to a statutory housing
fund for its employees and if that position turns out to be wrong, they may face penalties imposed by the PRC
government.

PRC laws require that employers contribute to a statutory housing fund for all their employees that hold urban resident
status, and that employees contribute equal amounts to the same housing fund. Failure to do so may trigger penalties
imposed by the competent government authorities in addition to making up the deficiencies within a time limit
prescribed by the PRC government. The Company’s PRC Subsidiaries believe they do not have to pay statutory
housing fund for their employees because of their exempt status. However, if that belief turns out to be wrong, they
may face penalties imposed by the PRC government for their noncompliance.
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The Company’s PRC Subsidiaries may be exposed to penalties by the PRC government due to noncompliance with
taxation, land use and construction administration, environmental and employment rules.

While the Company believes its PRC Subsidiaries have been in compliance with PRC taxation, land use and
construction administration, environmental and employment rules during their operations in China, the Company has
not obtained letters from the competent PRC government authorities confirming such compliance, except a letter from
the relevant environmental authority confirming Winder’s compliance in discharge of wastes in the recent two years. If
any competent PRC government authority takes the position that there is noncompliance with the taxation, land use
and construction administration, environmental or employment rules by any of the Company’s PRC Subsidiaries, they
may be exposed to penalties by such PRC government authority, in which case the operation of the Company’s PRC
Subsidiaries in question may be adversely affected.

We must comply with the Foreign Corrupt Practices Act.

We are required to comply with the United States Foreign Corrupt Practices Act (the “FCPA”), which prohibits U.S.
companies from engaging in bribery or other prohibited payments to foreign officials for the purpose of obtaining or
retaining business. Foreign companies, including some of our competitors, are not subject to these prohibitions.
Corruption, extortion, bribery, pay-offs, theft and other fraudulent practices occur from time-to-time in mainland
China. If our competitors engage in these practices, they may receive preferential treatment from personnel of some
companies, giving our competitors an advantage in securing business or from government officials who might give
them priority in obtaining new licenses, which would put us at a disadvantage. Although we inform our personnel that
such practices are illegal, we cannot assure you that our employees or other agents will not engage in such conduct for
which we might be held responsible. If our employees or other agents are found to have engaged in such practices, we
could suffer severe penalties.
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We operate in the PRC through our Wholly Foreign Owned Enterprise (“WFOE”) status initially approved by the local
office of the PRC Ministry of Commerce (“MOFCOM’s Local Counterpart”). However, we cannot warrant that such
approval procedures have been completely satisfied due to a number of reasons, including changes in laws and
government interpretations. If we lose our WFOE status for any reason, our business in China may be negatively
impacted.

Our operating entities in the PRC have received initial approval from MOFCOM’s Local Counterpart as WFOEs and
there may be conditions subsequent to complete and maintain such status. We believe we have satisfied the approval
procedures of MOFCOM’s Local Counterpart for having obtained such status. However, the approval procedures of
MOFCOM’s Local Counterpart or interpretations of its approval procedures may be different from our understanding
or may change. As a result, if we lose our WFOE status for any reason, there may be a material adverse effect on our
business, financial condition, results of operations, reputation and prospects, as well as the trading price of our shares.

Risks Related to Our Securities

The market price for our common stock has been and may be volatile.

The trading price of our common stock has and may continue to fluctuate widely in response to various factors, some
of which are beyond our control. These factors include, but not limited to, our quarterly operating results or the
operating results of other companies in our industry, announcements by us or our competitors of acquisitions, new
products, product improvements, commercial relationships, intellectual property, legal, regulatory or other business
developments and changes in financial estimates or recommendations by stock market analysts regarding us or our
competitors. In addition, the stock market in general, and the market for companies based in China in particular, has
experienced extreme price and volume fluctuations. This volatility has had a significant effect on the market prices of
securities issued by many companies for reasons unrelated or disproportionate to their operating performance. These
broad market fluctuations may materially affect our stock price, regardless of our operating results. Further, the
market for our common stock is limited and we cannot assure you that a larger market will ever be developed or
maintained. Market fluctuations and volatility, as well as general economic, market and political conditions, could
reduce our market price. As a result, these factors may make it more difficult or impossible for you to sell our
common stock for a positive return on your investment.

Our quarterly results may be volatile.

Our operating results have varied on a quarterly basis during our operating history and are likely to fluctuate
significantly in the future. Many factors, including the risk factors incorporated by reference herein, could cause our
revenues and operating results to vary significantly in the future. Many of these factors are outside of our control.
Accordingly, we believe that quarter-to-quarter comparisons of our operating results are not necessarily meaningful.
Investors should not rely on the results of one quarter as an indication of our future performance. If our results of
operations in any quarter do not meet analysts’ expectations, our stock price could materially decrease.

Future sales of shares of our common stock by our stockholders could cause our stock price to decline.

Future sales of shares of our common stock could adversely affect the prevailing market price of our stock. If our
significant stockholders sell a large number of shares, or if we issue a large number of shares, the market price of our
stock could significantly decline. Moreover, the perception in the public market that stockholders might sell shares of
our stock could depress the market for our shares. If our stockholders who received shares of our common stock
issued in the Share Exchange sell substantial amounts of our common stock in the public market upon the
effectiveness of a registration statement, or upon the expiration of any holding period under Rule 144, such sales
could create a circumstance commonly referred to as an “overhang” and in anticipation of which the market price of our
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common stock could fall. The existence of an overhang, whether or not sales have occurred or are occurring, also
could make it more difficult for our Company to raise additional financing through the sale of equity or equity-related
securities in the future at a time and price that we deem reasonable or appropriate. The shares of common stock issued
in the Share Exchange will be freely tradable upon the earlier of (i) effectiveness of a registration statement covering
such shares; and (ii) the date on which such shares may be sold without registration pursuant to Rule 144 under the
Securities Act and the sale of such shares could have a negative impact on the price of our common stock.

We may issue additional shares of our capital stock or debt securities to raise capital or complete acquisitions, which
would reduce the equity interest of our stockholders.

Our articles of incorporation authorize the issuance of up to 75,000,000 shares of common stock, par value $.001 per
share. There were approximately 40,109,134 authorized and unissued shares of our common stock that have not been
reserved and are available for future issuance as of May 14, 2010. Although we have no commitments as of this date
to issue our securities in connection with an acquisition, we may issue a substantial number of additional shares of our
common stock to complete a business combination or to raise capital. The issuance of additional shares of our
common stock:

§ may significantly reduce the equity interest of our existing stockholders; and

§ may adversely affect prevailing market prices for our common stock.

15
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We have not paid dividends in the past and do not expect to pay dividends in the future. Any return on investment
may be limited to the value of our common stock.

We have never paid cash dividends on our common stock and do not anticipate doing so in the foreseeable future. The
payment of dividends on our common stock will depend on earnings, financial condition and other business and
economic factors affecting it at such time as the board of directors may consider relevant. If we do not pay dividends,
our common stock may be less valuable because a return on your investment will only occur if our stock price
appreciates.

Capital outflow policies in China may hamper our ability to declare and pay dividends to our shareholders.

China has adopted currency and capital transfer regulations. These regulations may require us to comply with complex
regulations for the movement of capital. Although our management believes that we will be in compliance with these
regulations, should these regulations or the interpretation of them by courts or regulatory agencies change, we may not
be able to pay dividends to our shareholders outside of China. In addition, under current Chinese law, we must retain a
reserve equal to 10% of net income after taxes, not to exceed 50% of registered capital. Accordingly, this reserve will
not be available to be distributed as dividends to our shareholders. We presently do not intend to pay dividends in the
foreseeable future. Our management intends to follow a policy of retaining all of our earnings to finance the
development and execution of our strategy and the expansion of our business.

Our principal stockholder has the ability to exert significant control in matters requiring a stockholder vote and could
delay, deter or prevent a change of control in our company.

As of May 14, 2010, Mr. Ying He, our Chairman, Chief Executive Officer and President and our largest stockholder,
beneficially owned approximately 25.13% of our outstanding shares. Mr. Ying He possesses significant influence over
us, giving him the ability, among other things, to effectively control the election of all or a majority of the Board of
Directors and to approve significant corporate transactions. Such stock ownership and control may also have the effect
of delaying or preventing a future change in control, impeding a merger, consolidation, takeover or other business
combination, or discouraging a potential acquirer from making a tender offer or otherwise attempting to obtain control
of our company. Without the consent of Mr. Ying He, we could be prevented from entering into potentially beneficial
transactions if they conflict with our major stockholder’s interests. The interests of this stockholder may differ from the
interests of our other stockholders.

We have provisions in our articles of incorporation and bylaws that substantially eliminate the personal liability of
members of our board of directors and our officers for violations of their fiduciary duty of care as a director or officer
and that allow us to indemnify our officers and directors. This could make it very difficult for you to bring any legal
actions against our directors or officers for such violations or could require us to pay any amounts incurred by our
directors or officers in any such actions.

Pursuant to our articles of incorporation, members of our board of directors and our officers will have no liability for
breaches of their fiduciary duty of care as a director or officer, except in limited circumstances. This means that you
may be unable to prevail in a legal action against our directors or officers even if you believe they have breached their
fiduciary duty of care. In addition, our bylaws allow us to indemnify our directors and officers from and against any
and all costs, charges and expenses resulting from their acting in such capacities with us. This means that if you were
able to enforce an action against our directors or officers, in all likelihood we would be required to pay any expenses
they incurred in defending the lawsuit and any judgment or settlement they otherwise would be required to pay.

Taxation
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We will not obtain an opinion of legal counsel regarding the United States income tax consequences of an investment
in our securities.

We will not obtain an opinion of counsel regarding the U.S. income tax consequences of investing in our securities
including whether we will be treated as a company for U.S. income tax purposes. Recent changes in tax laws have not,
as yet, been the subject of administrative or judicial scrutiny or interpretation. Moreover, there is no assurance that
future legislation may not further affect the tax consequences of an investment in our securities. INVESTORS ARE
URGED TO CONSULT WITH THEIR TAX ADVISORS REGARDING THE POSSIBLE U.S. FEDERAL, STATE,
AND LOCAL TAX CONSEQUENCES OF INVESTING IN OUR SECURITIES.
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FORWARD-LOOKING STATEMENTS

In this report, the terms “Deer,” “Company,” “we,” “us” and “our” refer to Deer Consumer Products, Inc. and its
subsidiaries.  This report contains forward-looking statements regarding Deer which include, but are not limited to,
statements concerning our projected revenues, expenses, gross profit and income, mix of revenue, demand for our
products, the benefits and potential applications for our products, the need for additional capital, our ability to obtain
and successfully perform additional new contract awards and the related funding and profitability of such awards, the
competitive nature of our business and markets, and product qualification requirements of our customers. These
forward-looking statements are based on our current expectations, estimates and projections about our industry,
management’s beliefs, and certain assumptions made by us. Words such as “anticipates,” “expects,” “intends,” “plans,”
“predicts,” “potential,” “believes,” “seeks,” “hopes,” “estimates,” “should,” “may,” “will,” “with a view to” and variations of these words or
similar expressions are intended to identify forward-looking statements. These statements are not guarantees of future
performance and are subject to risks, uncertainties and assumptions that are difficult to predict. Therefore, our actual
results could differ materially and adversely from those expressed in any forward-looking statements as a result of
various factors. Such factors include, but are not limited to the following:

§ Our goals and strategies;

§ Our expansion plans;

§ Our future business development, financial conditions and results of operations;

§ The expected growth of the market for our products;

§ Our expectations regarding demand for our products;

§ Our ability to expand the Deer brand in China;

§ Our expectations regarding keeping and strengthening our relationships with key customers;

§ Our ability to stay abreast of market trends and technological advances;

§ Competition in our industry in China;

§ General economic and business conditions in the regions in which we sell our products;

§ Relevant government policies and regulations relating to our industry; and

§ Market acceptance of our products.

These forward-looking statements involve various risks and uncertainties. Although we believe that our expectations
expressed in these forward-looking statements are reasonable, our expectations may later be found to be incorrect. Our
actual results could be materially different from our expectations. Important risks and factors that could cause our
actual results to be materially different from our expectations are generally set forth in “Risk Factors,” “Management’s
Discussion and Analysis of Financial Condition and Results of Operations,” “Business,” and other sections in this
prospectus. You should read thoroughly this prospectus and the documents that we refer to with the understanding that
our actual future results may be materially different from and worse than what we expect. We qualify all of our
forward-looking statements by these cautionary statements. Other sections of this prospectus include additional factors
which could adversely impact our business and financial performance.
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This prospectus contains statistical data we obtained from various publicly available government publications.
Statistical data in these publications also include projections based on a number of assumptions. The market for our
products may not grow at the rate projected by market data, or at all. The failure of this market to grow at the
projected rate may have a material adverse effect on our business and the market price of our securities. In addition,
the rapidly changing nature of our customers' industries results in significant uncertainties in any projections or
estimates relating to the growth prospects or future condition of our market. Furthermore, if any one or more of the
assumptions underlying the market data is later found to be incorrect, actual results may differ from the projections
based on these assumptions. You should not place undue reliance on these forward-looking statements.

Unless otherwise indicated, information in this prospectus concerning economic conditions and our industry is based
on information from independent industry analysts and publications, as well as our estimates. Except where otherwise
noted, our estimates are derived from publicly available information released by third party sources, as well as data
from our internal research, and are based on such data and our knowledge of our industry, which we believe to be
reasonable. None of the independent industry publication market data cited in this prospectus was prepared on our or
our affiliates’ behalf.

The forward-looking statements made in this prospectus relate only to events or information as of the date on which
the statements are made in this prospectus. Except as required by law, we undertake no obligation to update or revise
publicly any forward-looking statements, whether as a result of new information, future events or otherwise, after the
date on which the statements are made or to reflect the occurrence of unanticipated events. You should read this
prospectus and the documents that we refer to in this prospectus and have filed as exhibits to the registration
statement, of which this prospectus is a part, completely and with the understanding that our actual future results may
be materially different from what we expect.
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AVAILABLE INFORMATION

This prospectus is part of a registration statement on Form S-1 we have filed with the SEC. We have not included in
this prospectus all of the information contained in the registration statement and you should refer to our registration
statement and its exhibits for further information.

We file annual, quarterly, and special reports, proxy statements, and other information with the SEC. You may read
and copy any document we file at the SEC’s public reference room at 100 F Street, N.E., Washington, D.C. 20549.
Copies of these materials may also be obtained from the SEC at prescribed rates by writing to the Public Reference
Section of the SEC, 100 F Street, N.E., Washington, D.C. 20549. You may obtain information about the operation of
the SEC public reference room in Washington, D.C. by calling the SEC at 1-800-SEC-0330. Our filings are also
available to the public from commercial document retrieval services and at the website maintained by the SEC at
www.sec.gov.

Our website address is www.deerinc.com.  The information on our website is not incorporated into this prospectus.

USE OF PROCEEDS

We will not receive any proceeds from sale of the shares of common stock covered by this prospectus by the selling
shareholders.  To the extent that the selling stockholders exercise for cash all of the warrants covering the 727,750
shares of common stock issuable upon exercise of all of the warrants, we would receive $1,259,008 in aggregate from
such exercises. The warrants may expire without having been exercised. Even if some or all of these warrants are
exercised, we cannot predict when they will be exercised and when we would receive the proceeds. We intend to use
any proceeds we receive upon exercise of the warrants for general working capital and other corporate purposes.

MARKET FOR COMMON STOCK AND RELATED SHAREHOLDER MATTERS

Market Information

On May 16, 2007, our common stock became eligible for quotation on the OTC Bulletin Board (“OTCBB”) under the
symbol “TGEV.” No trades of our common stock occurred through the facilities of the OTCBB until September 9, 2008.
Our common stock became eligible for quotation on the OTCBB on September 5, 2008, under the symbol “DCPI” and,
as of April 23, 2009, began trading under the symbol “DCPD.” Our common stock began listing on the NASDAQ Stock
Market on July 17, 2009, under the symbol “DEER.” Our common stock upgraded its listing to the NASDAQ Global
Market on October 22, 2009, and again upgraded its listing to the NASDAQ Global Select Market on April 22, 2010.
The following table sets forth the range of the high and low sales prices of our common stock for each quarter (or
portion thereof) beginning on September 5, 2008, and ending on May 14, 2010, as reported by the OTCBB for the
period beginning on September 5, 2008 to July 16, 2009, as reported on the NASDAQ Stock Market from July 17,
2009 to October 21, 2009, as reported on the NASDAQ Global Market from October 22, 2009 to April 22, 2010, and
as reported on the NASDAQ Global Select Market thereafter.

High Low
Third Quarter 2008 (September 5, 2008–September 30, 2008) $ 4.60 $ 0.31
Fourth Quarter 2008 (through December 31, 2008) $ 4.60 $ 0.46

First Quarter 2009 (through March 31, 2009) $ 2.30 $ 0.46
Second Quarter 2009 (through June 30, 2009) $ 4.30 $ 1.84
Third Quarter 2009 (through September 30, 2009) $ 9.37 $ 3.90
Fourth Quarter 2009 (through December 31, 2009) $ 18.97 $ 8.98
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First Quarter 2010 (through March 31, 2010) $ 13.49 $ 8.99
Second Quarter 2010 (through May 14, 2010) $ 12.19 $ 7.70

Holders

As of May 14, 2010, there were approximately 26 stockholders of record of our common stock. Many of our shares of
common stock are held in street or nominee name by brokers and other institutions on behalf of stockholders and we
are unable to estimate the total number of stockholders represented by these record holders.
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Dividend Policy

We have not paid any cash dividends on our common stock to date, and we have no intention of paying cash
dividends in the foreseeable future. Whether we will declare and pay dividends in the future will be determined by our
Board of Directors at their discretion, subject to certain limitations imposed under Nevada corporate law. In addition,
our ability to pay dividends may be affected by the foreign exchange controls in China. See “RISK FACTORS
- Capital outflow policies in China may hamper our ability to declare and pay dividends to our shareholders.” The
timing, amount and form of dividends, if any, will depend on, among other things, our results of operations, financial
condition, cash requirements and other factors deemed relevant by our Board of Directors.

Securities authorized for issuance under equity compensation plans

The following table sets forth certain information regarding the common stock that may be issued upon the exercise of
options, warrants and other rights that have been or may be granted to employees, directors or consultants under the
Company’s existing equity compensation plans, as of December 31, 2009.

Equity Compensation Plan Information

Number of securities to
be issued upon exercise
of outstanding options,

warrants and rights

Weighted-average
exercise price of

outstanding options,
warrants and rights

Number of securities
remaining available for

future issuance under equity
compensation plans
(excluding securities

reflected in column (a))
Plan category (a) (b) (c)

Equity compensation plans
approved by security holders 130,000(1) $ 10.96 370,000
Equity compensation plans
not approved by security holders - - -
Total 130,000 $ 10.96 370,000

(1) Consists of grants made under the Company’s 2009 Equity Incentive Plan, which provides that an aggregate of
500,000 shares of our common stock are reserved for issuance under the plan.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Safe Harbor Declaration

The comments made throughout this prospectus should be read in conjunction with our Financial Statements and the
Notes thereto, and other financial information appearing elsewhere in this document. In addition to historical
information, the following discussion and other parts of this document contain certain forward-looking information.
When used in this discussion, the words, "believes," "anticipates," "expects," and similar expressions are intended to
identify forward-looking statements. Such statements are subject to certain risks and uncertainties, which could cause
actual results to differ materially from projected results, due to a number of factors beyond our control. Deer does not
undertake to publicly update or revise any of its forward-looking statements, even if experience or future changes
show that the indicated results or events will not be realized. Readers are cautioned not to place undue reliance on
these forward-looking statements, which speak only as of the date hereof. Readers are also urged to carefully review
and consider our discussions regarding the various factors, which affect company business, included in this section
and elsewhere in this prospectus.

Overview

On September 3, 2008, we entered into a share exchange agreement and plan of reorganization with Deer International
Group Ltd. (“Deer International”), a company incorporated under the laws of the British Virgin Islands (“BVI”) on
December 3, 2007, and holder of 100% of the shares of Winder Electric Group Ltd. (“Winder”) since March 11,
2008.  Winder has a 100% owned subsidiary, Delta International Limited (“Delta”).  Winder and Delta were formed and
incorporated in the Guangdong Province of the PRC on July 20, 2001 and February 23, 2006, respectively.

Pursuant to the share exchange agreement, we acquired from Deer International 50,000 ordinary shares, consisting of
all of its issued and outstanding capital stock in exchange for 15,695,706 shares of our common stock.  Concurrently
with the closing of the transactions contemplated by the share exchange agreement and as a condition thereof, we
entered into an agreement with Crescent Liu, our former Director and Chief Executive Officer, pursuant to which he
returned 5,173,914 shares of our common stock for cancellation. Mr. Liu was not compensated for the cancellation of
his shares of our common stock. Upon completion of the foregoing transactions, we had 19,652,226 shares of
common stock issued and outstanding.  In connection with the above transaction we changed our name to Deer
Consumer Products, Inc. on September 3, 2008.

The exchange of shares with Deer International was recorded as a reverse acquisition under the purchase method of
accounting because Deer International obtained control of our company. Accordingly, the merger of Deer
International into us was recorded as a recapitalization of Deer International, with Deer International being treated as
the continuing entity. The historical financial statements presented are the consolidated financial statements of Deer
International. The share exchange agreement has been treated as a recapitalization and not as a business combination;
therefore, no pro forma information is disclosed. At the date of this transaction, the net liabilities of the legal acquirer
were $0.

We are engaged in the manufacture, marketing, distribution and sale of small home and kitchen electric appliances
(blenders, food processors, choppers, juicers, etc.).  The Company manufactures its products in YangJiang, China and
has corporate functions in Nanshan, Shenzhen, China.

We operate through our two wholly-owned subsidiaries, Winder, which is a wholly-owned foreign enterprise (“WOFE”)
and responsible for research, production and delivery of goods, and Delta, which has transferred all of its material
former operations to Winder. We have traditionally acted as both an original equipment manufacturer (“OEM”) and
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original design manufacturer (“ODM”) for the export market.

Critical Accounting Policies

In presenting our financial statements in conformity with accounting principles generally accepted in the United States
(“US GAAP”), we are required to make estimates and assumptions that affect the amounts reported therein. Several of
the estimates and assumptions we are required to make relate to matters that are inherently uncertain as they pertain to
future events. However, events that are outside of our control cannot be predicted and, as such, they cannot be
contemplated in evaluating such estimates and assumptions. If there is a significant unfavorable change to current
conditions, it will likely result in a material adverse impact to our results of operations, financial position and in
liquidity. We believe the estimates and assumptions we used when preparing our financial statements were the most
appropriate at that time. Presented below are those accounting policies we believe require subjective and complex
judgments that could potentially affect reported results.

Use of Estimates. Our discussion and analysis of our financial condition and results of operations are based upon our
financial statements, which were prepared in accordance with US GAAP. The preparation of these financial
statements requires us to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues
and expenses, and related disclosures of contingent assets and liabilities. On an ongoing basis, we evaluate our
estimates, including those related to impairment of long-lived assets, and allowance for doubtful accounts. We base
our estimates on historical experience and on various other assumptions that we believe to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying value of assets and
liabilities that are not readily apparent from other sources. Actual results may differ from these estimates under
different assumptions or conditions; however, we believe that our estimates, including those for the above-described
items, are reasonable.
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Areas that require estimates and assumptions include valuation of accounts receivable and inventory, determination of
useful lives of property and equipment, estimation of certain liabilities and sales returns.

Accounts Receivable. We maintain reserves for potential credit losses on accounts receivable. Management reviews
the composition of accounts receivable and analyzes historical bad debts, customer concentrations, customer credit
worthiness, current economic trends and changes in customer payment patterns to evaluate the adequacy of these
reserves.

Advances to Suppliers. We make advances to certain vendors for purchase of its material. The advances to suppliers
are interest free and unsecured.  

Inventory . Inventory is valued at the lower of cost (determined on a weighted average basis) or market. We compare
the cost of inventories with the market value and allowance is made for writing down the inventories to their market
value, if lower.

Long-Lived Assets. We periodically assess potential impairments to our long-lived assets. We perform an impairment
review whenever events or changes in circumstances indicate that the carrying value may not be fully recoverable.
Factors we considered include, but are not limited to: significant underperformance relative to expected historical or
projected future operating results; significant changes in the manner of use of the acquired assets or the strategy for
our overall business; and significant negative industry or economic trends. When we determine that the carrying value
of a long-lived asset may not be recoverable based upon the existence of one or more of the above indicators of
impairment, we estimate the future undiscounted cash flows expected to result from the use of the asset and its
eventual disposition. If the sum of the expected future undiscounted cash flows and eventual disposition is less than
the carrying amount of the asset, we recognize an impairment loss. An impairment loss is reflected as the amount by
which the carrying amount of the asset exceeds the fair market value of the asset, based on the fair market value if
available, or discounted cash flows. To date, there has been no impairment of long-lived assets.

Property and Equipment. Property and equipment are stated at cost. Expenditures for maintenance and repairs are
charged to earnings as incurred; additions, renewals and betterments are capitalized. When property and equipment
are retired or otherwise disposed of, the related cost and accumulated depreciation are removed from the respective
accounts, and any gain or loss is included in operations. Depreciation of property and equipment is provided using the
straight-line method. For substantially all assets with estimated lives as follows:

Buildings 5-20 years
Equipment 5-10 years
Vehicles 5 years
Office equipment 5-10 years

Revenue Recognition. Our revenue recognition policies are in compliance with SEC Staff Accounting Bulletin (SAB)
104. Sales revenue is recognized at the date of shipment to customers when a formal arrangement exists, the price is
fixed or determinable, the delivery is completed, no other significant obligations exist and collectability is reasonably
assured. Payments received before all of the relevant criteria for revenue recognition are satisfied are recorded as
unearned revenue.

Foreign Currency Transactions and Comprehensive Income. US GAAP generally requires that recognized revenue,
expenses, gains and losses be included in net income. Certain statements, however, require entities to report specific
changes in assets and liabilities, such as gain or loss on foreign currency translation, as a separate component of the
equity section of the balance sheet. Such items, along with net income, are components of comprehensive income. The
functional currency of the Company is Chinese Renminbi. The unit of Renminbi is in Yuan. Translation gains are
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classified as an item of other comprehensive income in the stockholders’ equity section of the balance sheet. Other
comprehensive income in the statements of income and other comprehensive income includes translation gains
recognized each period.

Currency Hedging.  We entered into a forward exchange agreement with the Bank of China, whereby we have agreed
to sell US dollars to the Bank of China at certain rates. Since the contractual rate at which we sell US dollars to the
Bank of China was greater than the exchange rate on the date of each exchange transaction, we have recognized
foreign exchange gains. At March 31, 2009, we had no outstanding forward exchange contracts.

Recent Accounting Pronouncements

On July 1, 2009, we adopted Accounting Standards Update (“ASU”) No. 2009-01, “Topic 105 - Generally Accepted
Accounting Principles - amendments based on Statement of Financial Accounting Standards No. 168, The FASB
Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting Principles” (“ASU No.
2009-01”).  ASU No. 2009-01 re-defines authoritative GAAP for nongovernmental entities to be only comprised of the
FASB Accounting Standards Codification (“Codification”) and, for SEC registrants, guidance issued by the SEC.  The
Codification is a reorganization and compilation of all then-existing authoritative GAAP for nongovernmental entities,
except for guidance issued by the SEC.  The Codification is amended to effect non-SEC changes to authoritative
GAAP.  Adoption of ASU No. 2009-01 only changed the referencing convention of GAAP in Notes to the
Consolidated Financial Statements.
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In October 2009, the FASB issued an ASU regarding accounting for own-share lending arrangements in
contemplation of convertible debt issuance or other financing.  This ASU requires that at the date of issuance of the
shares in a share-lending arrangement entered into in contemplation of a convertible debt offering or other financing,
the shares issued shall be measured at fair value and be recognized as an issuance cost, with an offset to additional
paid-in capital. Further, loaned shares are excluded from basic and diluted earnings per share unless default of the
share-lending arrangement occurs, at which time the loaned shares would be included in the basic and diluted
earnings-per-share calculation.  This ASU is effective for fiscal years beginning on or after December 15, 2009, and
interim periods within those fiscal years for arrangements outstanding as of the beginning of those fiscal years. We are
currently evaluating the impact of this ASU on our consolidated financial statements.

On December 15, 2009, the FASB issued ASU No. 2010-06 Fair Value Measurements and Disclosures Topic 820
“Improving Disclosures about Fair Value Measurements.” This ASU requires some new disclosures and clarifies some
existing disclosure requirements about fair value measurement as set forth in Codification Subtopic 820-10. The
FASB’s objective is to improve these disclosures and, thus, increase the transparency in financial reporting.  The
adoption of this ASU will not have a material impact on our consolidated financial statements.

On February 25, 2010, the FASB issued ASU No. 2010-09 Subsequent Events Topic 855 “Amendments to Certain
Recognition and Disclosure Requirements,” effective immediately. The amendments in the ASU remove the
requirement for an SEC filer to disclose a date through which subsequent events have been evaluated in both issued
and revised financial statements. Revised financial statements include financial statements revised as a result of either
correction of an error or retrospective application of US GAAP. The FASB believes these amendments remove
potential conflicts with the SEC’s literature. The adoption of this ASU did not have a material impact on our
consolidated financial statements.

On March 5, 2010, the FASB issued ASU No. 2010-11 Derivatives and Hedging Topic 815 “Scope Exception Related
to Embedded Credit Derivatives.” This ASU clarifies the guidance within the derivative literature that exempts certain
credit related features from analysis as potential embedded derivatives requiring separate accounting. The ASU
specifies that an embedded credit derivative feature related to the transfer of credit risk that is only in the form of
subordination of one financial instrument to another is not subject to bifurcation from a host contract under ASC
815-15-25, Derivatives and Hedging — Embedded Derivatives — Recognition. All other embedded credit derivative
features should be analyzed to determine whether their economic characteristics and risks are “clearly and closely
related” to the economic characteristics and risks of the host contract and whether bifurcation is required. The ASU is
effective for the Company on July 1, 2010. Early adoption is permitted. The adoption of this ASU will not have a
material impact on our consolidated financial statements.

Results of Operations

Three Months Ended March 31, 2010, Compared to the Three Months Ended March 31, 2009:

Three Months Ended March 31, $ %
2010 2009 Change Change

Revenue $ 23,902,457 $ 6,872,216 $ 17,030,241 247.8
Cost of revenue 17,024,609 5,212,704 11,811,905 226.6
Gross profit 6,877,848 1,659,512 5,218,336 314.5
Operating expenses 2,103,030 554,923 1,548,107 279.0
Interest and financing costs 29,706 114,831 (85,125) (74.1)
Interest income 91,921 1,619 90,302 5,577.6
Income tax expense 752,275 262,116 490,159 187.0
Net income 4,037,023 656,874 3,380,149 514.6
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Revenues

Our revenue for the three months ended March 31, 2010, was $23.9 million an increase of $17.3 million or 248%
from $6.9 million for the three months ended March 31, 2009. The increase in revenues was a result of us aggressively
expanding our sales in the China domestic market and increasing our market shares in the Asian, South American,
U.S. and European markets. We increased our China domestic market sales from approximately $.5 million for the
three months ended March 31, 2009 to approximately $6.4 million for the same period in 2010, a 1,305% increase.
Beginning in the latter half of 2009, we increased sales of our products to a prominent national electric appliance retail
chain in China with roughly 900 stores. In the first quarter of 2010, we started selling to Wal-Mart stores in the
Guandong Province and began ramping up sales to another prominent national electronic appliance retail chain in
China with over 1,100 stores. We also added retail locations in other channels such as regional electric appliance
retailers and department stores. We increased our product sales over internet portals, into hotels and restaurants, and
via reward programs with large Chinese banks, telecommunication firms, and postal offices. The results are on pace
with management’s plan to capture the fast growth experienced in the domestic Chinese small appliance market.

Our sales in Asia were $4.4 million for the three months ended March 31, 2010, a $3.7 million or 564% increase over
the same period in 2009, year over year. Our sales in South America were $4.5 million for the three months ended
March 31, 2010, a $3.1 million or 229% increase over the same period in 2009. We believe that the increase in sales
in Asia and South America were largely due to emerging wealth in the regions and because those regions experienced
less of an impact from the recent financial crisis. In the longer term, we are optimistic about our Asian and South
American markets because of their GDP growth and large populations.

Our sales in the U.S. were $3.6 million for the three months ended March 31, 2010, a $1.8 million or 108% increase
over the same period in 2009. Our sales in Europe were $2.6 million for the three months ended March 31, 2010, a
$1.3 million or 96% increase over the same period in 2009.  Our sales gains in the U.S. and Europe were largely due
to Deer gaining market share following the financial crisis.  We believe that many smaller suppliers with limited
capital resources had gone out of business, leading to further consolidation in the industry.  In addition, we noticed
that buyers increasingly favored companies with strong financial strength, higher quality, sufficient plant capacity, and
a track record of prompt delivery.  Buyers placed even greater emphasis on being able to source quality supplies
without delays or interruptions.  We utilized this market opportunity to add new accounts and increase sales volume
with our existing customers.

Cost of Revenue

Our cost of revenue for the three months ended March 31, 2010, increased by $11.8 million or 227% from $5.2
million for the three months ended March 31, 2009, to $17.0 million for the three months ended March 31, 2010.  The
increased cost of revenue in 2010 was due to the increase in sales.

Gross Profit

Our gross margin for the three months ended March 31, 2010, was 28.8% compared to 24.1% for the same period in
2009. The increase in gross margin for the three months ended March 31, 2010, compared to the same period in 2009,
was due to increased sales in the China domestic market, which has higher margins. Our gross margin is substantially
higher in the China domestic market because of the lower household penetration of small household products and
trends of emerging wealth. In addition, our higher manufacturing efficiency as a result of higher revenue volume
contributed to the increase in gross margin.

Operating Expenses
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Selling, general and administrative expenses for the three months ended March 31, 2010, increased by $1.5 million or
279%, from $0.6 million for the three months ended March 31, 2009, to $2.1 million for the three months ended
March 31, 2010.  Selling expenses for the three months ended March 31, 2010, increased by 679% or $1.2 million in
comparison to the same period in 2009 due to the associated selling costs incurred to generate the significant increase
in revenue.  General and administrative expenses for the three months ended March 31, 2010, increased by 82% or
$0.3 million in comparison to the same period in 2009 due to an increase in research and development, employee
welfare, insurance and travel expenses.  

Interest and Financing Costs

Interest and financing costs for the three months ended March 31, 2010, was $29,706 compared to $114,831 for the
three months ended March 31, 2009, a decrease of $85,125 or 74.1%. The change is principally due to lower interest
expense due to lower borrowings in 2010.

Interest Income

Interest income for the three months ended March 31, 2010, was $91,921 compared to $1,619 for the three months
ended March 31, 2009, an increase of $90,302 or 5,558%. The change is principally due to the excess cash invested in
interest bearing accounts.

Income Tax Expense

Our effective tax rate for the three months ended March 31, 2010, was 15.7%, as opposed to 28.5% for the three
months ended March 31, 2009. In 2009, the PRC government granted the Company this special tax rate because of its
high tech enterprise status. These special tax benefits last for three years and can be renewed prior to expiration.
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Year Ended December 31, 2009, Compared to the Year Ended December 31, 2008:

$ %
2009 2008 Change Change

Revenue $ 81,342,680 $ 43,784,935 $ 37,557,745 85.8
Cost of revenue 61,176,610 34,125,019 27,051,591 79.3
Gross profit 20,166,070 9,659,916 10,506,154 108.8
Selling, general and
administrative expenses 5,936,408 5,421,580 514,828 9.5
Interest and financing costs, net 250,920 544,793 (293,873) (53.9)
Other income 364,418 40,216 324,202 806.2
Foreign exchange gain 138,284 959,943 (821,659) (85.6)
Income tax expense 2,112,382 1,302,045 810,337 62.2
Net income
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