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Corporate Profile

Haier Electronics Group Co., Ltd. (Stock code: 1169) (the “Company”), a
subsidiary of Haier Group, is listed on the Main Board of The Stock Exchange
of Hong Kong Limited. The Company, through its subsidiaries, is principally
engaged in the research, development, production and sale of washing
machines and water heaters under the brand name of “Haier”.

Founded in 1984, Haier Group is headquartered in Qingdao, Shangdong
Province, the PRC and is today one of the world’s leading white goods
home appliance manufacturers. The products of Haier Group are now sold
in over 100 countries. Haier ranked 83rd among the world’s 500 Most
Influential Brands by World Brand Lab in 2007. This is a prestigious award
that Haier Group has received for four consecutive years. Haier is also an
official sponsor of the 2008 Beijing Olympic Games for white goods home
appliances.
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Financial Calendar

Six-month interim period end ;30 June
Financial year end ;31 December

Registered Office

Clarendon House
2 Church Street

Hamilton HM 11
Bermuda

Head Office and Principal Place of Business
in Hong Kong

Unit 3513

35/F., The Center

99 Queen’s Road Central
Hong Kong

Principal Place of Business in the PRC

Haier Industrial Park
No. 1, Haier Road,
Qingdao, the PRC

Branch Share Registrar and
Transfer Office in Hong Kong

Tricor Tengis Limited
26/F., Tesbury Centure
28 Queen’s Road East
Hong Kong

Telephone Number
+852 2169 0000
Fax Number

+852 2169 0880
Stock Code

The Stock Exchange of Hong Kong Limited:
1169

Websites

www.haier-elec.com.hk
www.irasia.com/listco/hk/haier/

Investor Relations Contact

CCG Elite Investor Relations Limited

Room 1308, 13/F., 9 Queen’s Road Central
Central, Hong Kong

Telephone Number (852) 3183 0299

Fax Number : (852) 2155 9165
E-mail Address general@ccgelite.com
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Interim Results

The Board (the “Board”) of Directors of Haier Electronics Group Co., Ltd.

(the “Company"”) hereby announces the unaudited consolidated interim

results of the Company and its subsidiaries (the “Group”) for the six months

ended 30 June 2007 together with comparative figures for the

corresponding period in 2006. These condensed consolidated interim

financial statements have not been audited, but have been reviewed by

the Company’s audit committee.

Condensed Consolidated Income Statement

For the six months ended 30 June 2007

RHEER

BREREEBRAFA([AREE
=g ([EFg ) BUHAMEAARRE
MEAR ([NEE] EBRE_TFTL
FRA=ZTHLEREAZRBEEZER
ERHEE  ER_ZEERFRHAZ
HBREF - GREATHMEERRTS
ABEZ  HMEHARAZEBKREZR
gEH -

IGEEE 6 E
BE_ZFTLELFNA=FHIENEA
For the six months

ended 30 June
BZEXNA=tHLXMEAR

2007 2006
—ZEZLF ZETARF
Notes HK$(002 HK$fOOQ
Bt i FHET BT
(Unaudited) (Restated)
(REEEZ) (E31))
CONTINUING OPERATIONS FREKEXRK
REVENUE U 2= 3 3,583,914 2,932,601
Cost of sales 31 & B AR (2,481,089) (2,183,128)
Gross profit £ A 1,102,825 749,473
Other income and gains H o g A Je W 25 4 15,933 6,750
Selling and distribution costs HE XD KA (746,736) (512,613)
Administrative expenses THEHR (241,797) (148,676)
Other expenses EfhE R (2,020) —
Finance costs Al & AR 5 (9,660) (5,688)
PROFIT BEFORE TAX B B A0 )2 7 6 118,545 89,246
Tax B 18 7 (32,242) (30,373)
PROFIT FOR THE PERIOD FROM FEgEEKZ
CONTINUING OPERATIONS 2 o A 86,303 58,873
DISCONTINUED OPERATION BRIEEEEK
Profit for the period from a ERIFGEEB 2
discontinued operation HA A i A 8 — 103,420
PROFIT FOR THE PERIOD H A% A 86,303 162,293
Attributable to: e N
Equity holders of the parent (SENEI e EG 72,465 151,738
Minority interests DR R M 13,838 10,555
86,303 162,293
DIVIDENDS BE 9 — 37,471
EARNINGS PER SHARE ATTRIBUTABLE TO BAREBEREFEA
ORDINARY EQUITY HOLDERS OF THE PARENT EEsRAF 10
Basic AR
— For profit for the period — HRE 3.93 HK centsi il 8.34 HK centsi#& L
— For profit for the period from continuing — FHEREXEEZ \
operations H A 5 A 3.93 HK cents# 1l  2.66 HK cents/ 1Ll
Diluted g
— For profit for the period — HE 3.91 HK centsi il  8.04 HK centsi#& L

— For profit for the period from continuing
operations

—BEREXERZ
GE

HB A 4 A

3.91 HK cents#fll  2.63 HK cents/ 1Ll
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Condensed Consolidated Balance Sheet

30 June 2007

HHRGREEERER

—EELEAAZHA

30 June 31 December
2007 2006
—EELHF —EERF
AA=+HB +ZA=+—H
Notes HK$'000 HK$'000
Bt &t FET FAT
(Unaudited) (Audited)
(REEEZ) (&%)
NON-CURRENT ASSETS EARBEE
Property, plant and equipment ME - KEREZE 11 743,052 700,030
Prepaid land premiums T8 14 £t 3K 75,291 75,661
Intangible assets B EE 1,592 1,734
Deferred tax assets RERIEE E 30,139 34,681
Long term prepayments & HATE S 30E 2,636 5,169
Total non-current assets ERBEERE 852,710 817,275
CURRENT ASSETS RBEE
Inventories re 376,681 208,070
Trade and bills receivables EKREZEZERRERE 12 1,114,099 1,619,408
Prepayments, deposits and BRRIE - He Rk
other receivables H b & U BR 5k 84,808 101,464
Tax recoverable A 2R [6] i 18 — 261
Cash and cash equivalents BekBREEEEAR 612,995 626,802
Total current assets mMBEELE 2,188,583 2,556,005
CURRENT LIABILITIES REBEE
Trade and bills payables ERNESEREREER 13 695,266 1,210,013
Tax payable JE 1 B 18 27,915 26,039
Other payables and H h FE 7 BR R R
accruals EitBaE 885,270 861,566
Interest-bearing bank and other borrowings FFERITREMEE 59,160 58,000
Convertible notes A % iR F IR 14 165,460 —
Provisions B 34,987 61,172
Total current liabilities mE B EEE 1,868,058 2,216,790
NET CURRENT ASSETS RBEEZRE 320,525 339,215
TOTAL ASSETS LESS CURRENT LIABILITIES EEAERRBEES 1,173,235 1,156,490
NON-CURRENT LIABILITIES FRBEME
Interest-bearing bank and other borrowings SERITREMBEE 125,460 78,800
Convertible notes —Hﬁﬂx—r?ﬁ 14 — 161,665
Provisions B & 117,060 109,993
Deferred tax liabilities BRERIBEEE 8,143 7,465
Total non-current liabilities ERBEERTE 250,663 357,923
Net assets BEEFE 922,572 798,567
EQUITY ?é
Equity attributable to equity holders NEIRERFE A
of the parent EfhiEm
Issued equity Gkt I 15 1,240,878 1,212,960
Equity component of convertible notes AIRRER 2D 15 22,094 22,094
Reserves & 15 (498,765) (590,935)
764,207 644,119
Minority interests DEAR R = 15 158,365 154,448
Total equity b e L 922,572 798,567
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Condensed Consolidated Statement of Changes EHGEEEZEHX
in Equity

For the six months ended 30 June 2007 B2 —_FTE+LFNNA=+HIFNEA

For the six months
ended 30 June
BZAA=1+HILAKEA

z
F
+
£
h
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£
&

2007 2006
—EELF ZEERF
Notes HK$'000 HK$'000
K iF FET FET
(Unaudited) (Restated)
(REER) (&%)
Total equity at 1 January: M—A—B2ZRREHE :
As previously reported Al 2 3 798,567 704,111
Haier SPV Group S B SPVE @ — 405,311
As restated el 798,567 1,109,422
Changes in equity during the period: Az E=ZES
Exchange realignment ME H 35 & 15 22,795 —
Total income and expense recognised BEERERER
directly in equity WARER®ERE 22,795 —
Profit for the period HE 79 5 A 15 86,303 162,293
Total income and expense for the period HAKRAREREE 86,303 162,293
Equity-settled share LARRIE & E 2
option arrangements 5 Ak 1 2 15 — 409
Dividends to previous k3T E THE A A
owners of certain subsidiaries AR AZRE 9,15 — (37,471)
Dividends to k3T D BURER
minority interests w2 IRE 15 (13,011) (8,205)
Exercise of share options 17150 S AR e 15 27,918 45,005
Conversion of convertible notes R R R 15 — 57,322
Disposal of subsidiaries & B A A 15 — (13,342)
g Total equity at 30 June RANA=THZ#EzZ
= @m 922,572 1,315,433
&
.
Total income and expense for HAB#ER2ZBAR
E the period attributable to: BRMEE BB
N Equity holders of the parent BRARKREREA 72,465 151,738
Gl Minority interests DEAR R = 13,838 10,555
86,303 162,293
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Condensed Consolidated Cash Flow Statement
For the six months ended 30 June 2007

For the six months
ended 30 June
BEXRA=THLEAEA

2007 2006
—EELE —ZEEREF
HK$'000 HK$000
FET FET
(Unaudited) (Restated)
(REEX) (&)
NET CASH INFLOW/(OUTFLOW) REXEBZRERA
FROM OPERATING ACTIVITIES S ORE) BE (25,104) 295,086
NET CASH INFLOW/(OUTFLOW) REZBHZEESRA
FROM INVESTING ACTIVITIES S ORE) BE 60,131 (84,427)
NET CASH INFLOW/(OUTFLOW) METBZEESRA
FROM FINANCING ACTIVITIES S ORE) BE 70,511 (117,556)
NET INCREASE IN CASH AND BeRBELEEER
CASH EQUIVALENTS ZEMmFEE 105,538 93,103
Cash and cash equivalents at HUzHeRREE
beginning of period £{EIE B 398,802 592,162
Effects of foreign exchange MR
rate changes, net TEFH 6,655 —
CASH AND CASH EQUIVALENTS HERCEER
AT END OF PERIOD REEEEE 510,995 685,265
ANALYSIS OF BALANCES OF CASH BeRBELEEER
AND CASH EQUIVALENTS iSO
Cash and bank balances e MIR1THE S 441,872 650,881
Time deposits with original maturity of less than RENRIREE BRET=1EA
three months when acquired A B E 2 Bl TE K 69,123 34,384
510,995 685,265
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Notes to Condensed Consolidated Interim
Financial Statements
30 June 2007

1. Business combinations involving entities under common controls and
basis of presentation

On 31 December 2006, the Company acquired from its controlling
shareholders, Haier Group Corporation (“Haier Corp”) and Qingdao Haier
Investment and Development Co., Ltd. (“Haier Investment”) (collectively
referred to as “Haier Group"”), their entire 100% interest in Haier Electrical
Appliances Fourth Holdings (BVI) Limited (“Haier SPV") at a consideration of
HK$900 million (the “Asset Transfer”). The subsidiaries of Haier SPV are
principally engaged in the manufacture and sale of washing machines and
water heaters. Haier SPV and its subsidiaries are collectively referred to as
“Haier SPV Group”.

As the Company and Haier SPV Group are under the common control of
Haier Group before and after the Asset Transfer, the Asset Transfer has been
accounted for in the financial statements of the Group as a business
combination under common control using merger accounting under the
m Accounting Guideline 5 Merger accounting for common control combinations
issued by the Hong Kong Institute of Certified Public Accountants. As a
result, the operating results previously reported by the Group for the six
months ended 30 June 2006 have been restated to include the operating

HREE A BERRME
—EFLEAASTA

1. PREHFEHEBZEXBSHKRER
2E

RZBEERE+_A=+—8  AQ7
AEEBREREREEAR([EHEER
AR REESEBEREERARA A
(NMERRE]) HENEREE]) WEXE
KGR ERFMZER BVI) BRAF ([F
BMSPV]) 228 100%#E = - KE A
900,000,000 7T ([EEEE]) - B8R
SPVZ IR AR EBH BEE REERK
He R k22 o BRSSPV B A B 4TS
Bl HESPVER] -

MR EBEEERI LK  AARKREB
SPVEEIGHE R BREBES - WRE
EREGMAERM S5 E55% 4
REZESI&HzEHEE  BEEEE
AARKEZMBHREREBELE G -
At AEBEBEZHRBE_ZETREF
NAZTHRLERNBEAZEEXEESS
INBEERSPVER 2 KL XEHII M

results of Haier SPV Group as set out below: T
The Group Haier SPV
(as previously Group The Group
reported) (Unaudited) (Restated)
AEE S ESPVEE rEE
(ME2H  CRERR (E71)
HK$°000 HK$°000 HK$°000
FET FET FET
Operating results: REREE
Revenue & 1,785,958 1,146,643 2,932,601
Profit before tax B 54 Al g A 49,131 40,115 89,246
Profit for the period B A 5 131,889 30,404 162,293

I 3> S5t O 4 )

z
F
+
£
h
i
£l
&

Haier Electronics Group Co., Ltd. RIIET R E LT @Al



Notes to Condensed Consolidated Interim Fﬁiﬂ%éﬂlﬂﬁﬁﬂﬂﬁiﬁiﬁﬂ‘ﬂ

Financial Statements (Continued) (%
2. Accounting policies 2. SHHE
The condensed consolidated interim financial statements are prepared in B ER A=A h Hi BT TS IR VIR R E & =t
accordance with Hong Kong Accounting Standard (“HKAS") 34 “Interim SER|([E e &R ) 553458 [t HI B 78
Financial Reporting”. The accounting policies and basis of preparation adopted SR | 455 o 40 rh HA B TS 3R 35 P ER 4
in the preparation of the interim financial statements are the same as those eHBEREAEEHEE B EAE
used in the annual financial statements for the year ended 31 December +-A=t+— B EEEEMERSE
2006, except in relation to the following new and revised Hong Kong Financial A ZERE  HEEANTZEAEE
Reporting Standards (“HKFRSs”, which also include HKASs and Interpretations) BREREBRAREMB®REFITR
that affect the Group and are adopted for the first time for the current 4 ST 2 8 B TS 3R A5 o B ([ 38 B 7S 3R
period’s financial statements: LA RAEEBeEIRRE)
B
HKAS 1 Amendment Capital Disclosures EH e EBE 1% BARE
(£3T)
HKFRS 7 Financial Instruments: Disclosures EHMIRBELER SRMIA: BE
ET7H
HK(IFRIC)-Int 7 Applying the Restatement Approach &5 (AR KER BESSe £
under HKAS 29 Financial MR RBETR FO R E A
Reporting in Hyperinflationary Economies B R A% jpr b
M B RERR
ERTIDS
HK(IFRIC)-Int 8 Scope of HKFRS 2 78 (BRMBER FEMBHEEL
ZH) 2B F 8 25 M §
HK(IFRIC)-Int 9 Reassessment of Embedded Derivatives it (BRI EER SHTFRS
BRI R EF IR TETHR
HK(IFRIC)-Int 10 Interim Financial Reporting and Impairment =i (B IEESR BB RER
Q) BREFI0E  AE
The adoption of the above new and revised HKFRSs has had no material B E TR S ] B S B IR R
impact on the accounting policies of the Group and the methods of B A EE > @t R A EE > 6588
computation in the Group's condensed consolidated interim financial EAhE S RE Y S E I EY EEK
statements. FREASE -
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Notes to Condensed Consolidated Interim %iﬂﬁ%ﬂlﬂﬁﬂﬂﬁﬁiﬁﬁﬁﬁi

Financial Statements (Continued) (#&
3. Segment information 3. SEER
The Group’s operating business are structured and managed separately IR B 2 48 TS T iR H TS DA KR PR 4
according to the nature of their operations and the products they provide. EmMEEBROAER - RSB
Each of the Group’s business segments represents a strategic business unit BoHBEK —ERKEIMEEBEN - TR
that offers products which are subject to risks and returns that are different EmAXEEMEBSBETRAZRARRE
from those of the other business segments. The following table presents BETRAZER - TREINAEEFESHH
revenue and results for the Group’s primary segments. W R EE -
For the six months ended 30 June BEXA=t+HLEXMEA
Continuing operations Discontinued operation
RRAERR BALEEEE
Washing machine Water heater Corporate and Mobile handset
business business others Total business Consolidated
KRA%E LYEE E)EL it BEFARR #e

2007 2006 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006

CERtE CTT5F CERLE CRT5F CERtE CTT0F CEEtE CIT0F D8Rt CTTNE D8Rt CRTE

HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS000  HKS'000  HKS'000

m R R TR TR FER FER TEE TEi TR FER AR A
(Unaudited)  (Restated) (Unaudited)  (Restated) (Unaudited) (Unaudited) (Unaudited)  (Restated) (Unaudited) ~(Unaudited) (Unaudited) — (Restated)

(RE%H) (E7l) (%E20) (Bf]) (%GR (RE20) (REEQ) (Z5)) (7E84) (REZ0) (REEH) (&§1)

Seqment revenue kg

Sales to external miERF

customers 3 2888174 2311191 695740 621410 - — 35891 293601 — 1014163 3583914 3,946,764

Other revenue Efohs 10,809 2,9% 2076 §73 - — 12885 3812 - a7 12,885 4789
Total i 2008983 2314190 697816 620,183 - — 3596799 293647 — 105080 3,596,799 3951553
Seqment results ABzE 108857 82040 22953 W36 (665) (12400 125157 92,06 — (497600 15157 429
Interest income HEUA 3,008 2878 - 18 3,048 3,126
Finance costs HENE (9,660 (5,689) - B51) (96600 (9,209
Gain on disposal of the i EE 4 14

fic discontinued operation 5 2 & - - - 156,449 - 156,449

]

%

g2 Profit before tax BHaa 18545 89,246 — 103420 118545 192,666

£ Tax #E (32242)  (03m) - - (M) BB

E B

FR Profit for the period i) 86,303 58873 — 10340 86303 162,193

/L}
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Notes to Condensed Consolidated Interim
Financial Statements (Continued)

4. Other income and gains

F(iiﬁ%v’iéﬂlﬂﬁﬁﬂﬂ%ﬁ%wﬂ

4, H g A & Uz

For the six months
ended 30 June
BZEAXA=tHLEAMEA

2007 2006
—EZtHF —ZTETRF
HK$'000 HK$'000
FET FA&T
(Unaudited) (Restated)
(REER) (E%1))
Continuing operations: REREER

Compensation received from suppliers Bt e B E 3,258 —
Interest income for bank and other deposits RIT R H M1 A B WA 3,048 2,878
Government subsidies* BB & * 1,637 —

Gross rental income in respect of THREFZEE
land and buildings U ON-E ] — 163
Others HAh 7,990 3,709
15,933 6,750

Discontinued operation: BRI T

Interest income for bank and other deposits /1T R E A F KA B WA — 248

Gross rental income in respect of T REFZHEE
land and buildings L ON-E: ] — 385
Others HAh — 532
— 1,165
* The government subsidies represented certain tax refunds received BRI RRRT A M E BT

from a relevant authority of Wuhan Municipality.

5. Finance costs

HeETERY -

BMERAE

For the six months
ended 30 June
BEXA=1tHLXEAR

2007 2006
—EELHF —ZTETRF
HK$'000 HK$'000
FETT FHET
(Unaudited) (Restated)
(REER) (E31)
Continuing operations: REREEK
Interest on bank and other loans wholly ARAFAZEERZBITR
repayable within five years H B2 HE 2,491 1,937
Interest on convertible notes (note 714) MR RERNE (HiE14) 3,795 3,751
Interest on deferred consideration payable FERREREF E
(Note 16) (Htzt16) 3,374 —
9,660 5,688
Discontinued operation: ERIEEEER
Interest on bank and other loans wholly ARAENZHERZRTR
repayable within five years HEmMmERZFE — 3,517
Total finance costs A AN AR K 9,660 9,205

INCNTNEC eIV Haier Electronics Group Co., Ltd.
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Notes to Condensed Consolidated Interim
Financial Statements (Continued)

6. Profit before tax

%iﬂﬁv?é‘qﬂ%ﬁﬂﬁ'%ﬁ%mﬂ

6. FR B A% R
For the six months

ended 30 June
BZEAA=THILAXEA

2007 2006
—EELHF ZTERF
HK$'000 HK$'000
FET FET
(Unaudited) (Restated)
(REER) (&%)

Profit before tax is arrived at after charging#:  Bx B¢ A& A 2 315 T 7 & E4 -
Depreciation e 39,406 61,763
Recognition of prepaid land premiums TR TE A LK 808 839
Amortisation of intangible assets EREE#E 177 469

Provision for obsolete and RSN

n slow-moving inventories T E RS — 23,008
# The disclosures presented in this note include those amounts charged # WHEMES s #BREEAERDE

in respect of the discontinued operation.

RIEREXBHNRZEHE -

7. Tax 7 |
For the six months
ended 30 June
BEAXA=tHLAMEA
2007 2006
—EELHE ZETRF
HK$'000 HK$'000
FHETT FAET
(Unaudited) (Restated)
(REEZK) (E3)
Current — Mainland China BUVER — B KR 27,022 30,693
Deferred iR ST 5,220 (320)
Total tax charge for the year FABIEX HATE 32,242 30,373

No provision for Hong Kong profits tax has been made as the Group did not
generate any assessable profits arising in Hong Kong during the period
(2006: Nil).

I 3> S5t O 4 )

Tax on profits assessable elsewhere in the People’s Republic of China (the
“PRC") have been calculated at the applicable PRC corporate income tax
(“CIT") rates. Certain subsidiaries of the Group are entitled to preferential
tax treatments including a reduction of CIT and a full exemption from CIT
for two years starting from their first profit-making year following by a 50%
reduction for the next consecutive three years.
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Discontinued operation

In 2006, the Group disposed of its entire interest in Pegasus Telecom
(Qingdao) Co., Ltd. (“Pegasus Qingdao”) and Pegasus Electronic (Qingdao)
Co., Ltd. (“Pegasus Electronic”) to Qingdao Haier Group Holdings (BVI) Limited
("Haier BVI"”) at a consideration aggregating approximately HK$411 million.
The consideration was satisfied by way of a promissory note issued by Haier
BVI to the Company. The promissory note was unsecured, interest bearing at
5.2% per annum and had a one-year term.

Haier BVI is a substantial shareholder of the Company and a subsidiary of
Haier Corp. Pegasus Qingdao and Pegasus Electronic are principally engaged
in the manufacture and sale of mobile handsets. The above transaction was
approved by the independent shareholders of the Company at a special
general meeting held on 15 June 2006 and was completed on 27 June
2006.

The results of Pegasus Qingdao and Pegasus Electronic are presented below:

8.

ERIEREEK

RZZTERF AEERSEEREE
ZRRBVNERA R (ER@BVI]) HEER
REBN(EE)ARARA(REES])
EREEF(FEE)ERAA(IRESE
Fl)za2HEs  REEGHEDA
411,000,000/ 7T ° /G BBVIE @RI AN A 7
BOANEBREIARE - AARBEDE
B REFNKS2EHERERE—
¢ o

BBBVIAARARIZEFERRREREE
ARZHBRAR - RESESRREETF
TERFRERHEBRD TR ER -
FRRPER=ZZTZEAFAA+HEAR
TZREFNAE FEARAE KRR
e YER=ZTTAFNA=-F++AH
SERK ©

RESEERBEFIEHEZ2I/OT ¢

For the six months
ended 30 June
BZEAXA=+tHLEAMEA

2007 2006
—EEtE  —TT A%
HK$'000 HK$'000
FET FHET
(Unaudited) (Unaudited)
(REER) (REER)
Revenue Wz — 1,014,163
Expenses -3 — (1,063,675)
Finance costs Bl & K AR — (3,517)
Loss before tax from the BERIEEEER 2
discontinued operation KRB RTE 18 — (53,029)
Tax Ti1a — —
Loss for the period from the BERIEEEER 2
discontinued operation HFEE — (53,029)
Gain on disposal of the HEBKIE
discontinued operation TS 2 s — 156,449
Profit for the period from the BRIEEEER
discontinued operation HA 5 — 103,420
Earnings per share: BRAEF

Basic, from the discontinued
operation (restated)

EA - REBRIE
rEEE (EY)

—  5.68 HK cents& Il

Diluted, from the discontinued Bw - REBEKIE
operation (restated) KK (E5))

— 535 HK centsi& Il
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Discontinued operation (Continued)

Notes to Condensed Consolidated Interim
Financial Statements (Continued)

The calculations of basic and diluted earnings per share amounts for the

discontinued operation are based on:

%iﬂﬁv?é‘qﬂ%ﬁﬂﬁ'%ﬁ%mﬂ

8. BRIEEXEK (E)

FREERIERERB BREAREE
BFNZSBTIRETIIBEE

For the six months
ended 30 June
BZEAXA=tHLEAEA

2007 2006
—EELF —ETTREF
(Unaudited) (Unaudited)
(REER) (REFEX)
Earnings & F
Profit attributable to ordinary equity holders of &2 & E@BIEREA A
the parent from the discontinued operation FEAR B AR IE 48 & 2 15 05 A —  HK$103,420,000% 1.
Shares i:dvi)
Weighted average number of ordinary shares ~ AR &t & &% & A& F
in issue during the period, as used in the basic ZHREZE/TELER Z
earnings per share calculation (as adjusted to  fA#E 15 8t (AL AL
reflect the consolidation of the Company’s = B B A 7% AR A A
ordinary shares during the period) 2 EmRE B 1,845,635,616  1,819,425,119
Weighted average number of ordinary shares, FBRTEESREFER ~
as used in the diluted earnings per share TR 2 NN T H 8
calculation (as adjusted to reflect the (45 38 2 LA = B
consolidation of the Company’s ordinary HA®KARRE 2
shares during the period) T Ak A ) 1,946,722,697  1,933,433,202

The net cash flows incurred by Pegasus Qingdao

as follows:

and Pegasus Electronic are

RESERREEFAEEZRSREFEN
T

For the six months
ended 30 June
BEAXA=tHLEAXMEA

2007 2006
—EELF —EER

HK$°000 HK$'000

FET FET

(Unaudited) (Unaudited)

(REER) (REER)

Operating activities KEET — 54,774
Investing activities & EEE — (135)
Financing activities BMEED — (45,991)
Net cash inflow e mAFE — 8,648

Dividends

No dividend has been paid or declared by the Company during the period
(2006: Nil).

The dividend disclosed for the six months ended 30 June 2006 represented
dividend declared by the Group’s subsidiaries to their respective previous
owners, out of their retained profits determined in accordance with the
applicable financial rules and regulations of the People’s Republic of China.

Haier Electronics Group Co., Ltd. RIIET R E LT @Al
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10.

Earnings per share attributable to equity holders of the parent

The calculation of basic earnings per share amounts is based on the profit
for the period attributable to ordinary equity holders of the parent and the
weighted average number of ordinary shares in issue during the period.

The calculation of diluted earnings per share amounts is based on the profit
for the period attributable to ordinary equity holders of the parent, adjusted
to reflect the interest on the convertible notes, where applicable (see below).
The weighted average number of ordinary shares used in the calculation is
the number of ordinary shares in issue during the period, as used in the
basic earnings per share calculation, and the weighted average number of
ordinary shares assumed to have been issued at no consideration on the
deemed exercise or conversion of all dilutive potential ordinary shares into
ordinary shares.

10.

BARREREABGEERET

BREABNZEHREBEHAZG QA
ERRERAARGZN RBASET
ERBRZMEFHEGEE -

BREBERN 2B HRBEHAG QA
RS ARG A (K382 AR iR
AHMBREEMNE - MER)FE (F2H
TX) - st E A2 BN H 8T
ARFEERERBMNEMAZHANE
BITEBEHE  ARBREMETESR
REmBEESEETERRA T B E
BETZEBRMEFHE -

For the six months
ended 30 June
BZEA~A=+HLAKEA

2007 2006
—EZTtHF ZETRF
HK$ HK$
BT BT
(Unaudited) (Restated)
(REE®R) (E31))
Earnings ekl
Profit attributable to ordinary equity holders of ARt EEREREF| 2
the parent, as used in the basic [SINECIE- S]]
earnings per share calculation: BB ARMGERR
From continuing operations REFBESEER 72,465,000" 48,318,000"
From a discontinued operation RE B RIELEER — 103,420,000
72,465,000* 151,738,000
Interest on convertible notes (note 5) AR R TS (M #E5) 3,795,000 3,751,000
Profit attributable to ordinary equity holders of R&FAJ R ZEF S/ 2 & A F) .
the parent before interest on convertible notes & i@ 45 A A F&E 1 4 7 76,260,000 155,489,000 i
Attributable to: FEAL g
Continuing operations RELEED 76,260,000¢ 52,069,000¢ El
Discontinued operation BRI T — 103,420,000 E
N
76,260,000* 155,489,000 A

INCNTNEC eIV Haier Electronics Group Co., Ltd.
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Financial Statements (Continued) (45
10. Earnings per share attributable to equity holders of the parent 10. BARRERBEAEBESRER (8)
(Continued)
Number of shares
For the six months ended 30 June
RHHE
BEXA=tHLAXER
2007 2006
—EELF —EERF
(Unaudited) (Restated)
(REEEX) (E3)
Shares iy

Weighted average number of ordinary shares in FAR &t & & % & A 2 F

continuing operations for the six months ended 30 June 2007 and
2006 are increased when taking convertible notes into account, the
convertible notes had an anti-dilutive effect on the basic earnings
per share amounts and were ignored in the calculation of diluted
earnings per share amounts. Therefore, diluted earnings per share
amounts are based on the profit from continuing operations of
HK$72,465,000 (2006: HK$48,318,000) and the weighted average
of 1,852,278,253 (2006: 1,834,639,749) ordinary shares in issue
during the period.

Because the diluted earnings per share amount for profit for the six
months ended 30 June 2007 is increased when taking convertible
notes into account, the convertible notes had an anti-dilutive effect
on the basic earnings per share amounts and were ignored in the
calculation of diluted earnings per share amounts. Therefore, diluted
earnings per share amount is based on the profit for the period of
HK$72,465,000 and the weighted average of 1,852,278,253 ordinary
shares in issue during the period.

Haier Electronics Group Co., Ltd. RIIET R E LT @Al

issue during the period, as used in the basic ZHANB BT EmAR i
earnings per share calculation (as adjusted to P2 (£ % LA [z bR
reflect the consolidation of the Company’s AR SN
ordinary shares during the period) ZEmRA ) 1,845,635,616  1,819,425,119
Effect of dilution — weighted average number of B &5/ 2 — ZL@E
ordinary shares (as adjusted to reflect the i E (KRR
consolidation of the Company’s ordinary LA MR A 8 R 2 A
m shares during the period): ZEBBKRE )
Share options i e e 6,642,637 15,214,630
Convertible notes EEY e 94,444,444%* 98,793,453
101,087,081 114,008,083
Total REt 1,946,722,697 1,933,433,202
# Because the diluted earnings per share amounts for profit from ARG ATTRBRERRE  BEZ

ZELFR_TEEANFAA=TH
LE7S 18 B A & v 7l 2 B AR
EERFSEATEM - BATRAR
ERUEEIREANBFNCHARES
ER - B ERGTEGREERT
CHEENAZSE - Bt - SRES
B SR IB R EEE R
72,465,000 T (ZZE TR F
48,318,000/ ) R AN B 31T ¥
A% hn#E ¥ 5 %01,852,278,253/%
(ZZZXF : 1,834,639,7495%)
iHE -

HRESATTRRER®E - B2 =
T LEXNA=THLERNERAZE
IR RFSEAATIEN - AR
REZEESRERNATSEERE
SEER - EYERNGESRETR
FEEEFMUER - Bt - SRE
R T S BB E SRR
72,465,000% 7t & IR B T E B
f% hn # S 35 #01,852,278,253& &t
§ o
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Financial Statements (Continued) (#&
11. Property, plant and equipment 1. V¥ BERRZE
During the six months ended 30 June 2007, the Group incurred construction HEZZTEFAA=THIEA@EAR -
costs for production plants and purchased fixed assets of HK$46,573,000 AEBHEHZEERE 2 BEK AR E
and HK$23,856,000, respectively (2006: HK$30,654,000 (as restated) and EE & EZ KRS 5 546,573,000% 7T
HK$14,359,000 (as restated), respectively). During the six months ended 30 123,856,000/ 7T (ZZZRF : D55
June 2007, the Group disposed of fixed assets of HK$2,020,000 (2006: 30,654,000/ 7t (E51) & 14,359,000
HK$51,000 (as restated)). (&) - BEZZTTLFA=TH
ERMER AEBLEETEEE
2,020,000/ 7T (—ZFZ /X4 : 51,0008
T (&) ) e
12. Trade and bills receivables 12. EREZRIAREE

The Group normally allows an average credit period of 30 to 90 days to its
trade customers. An aged analysis of the trade receivables as at the balance
sheet date, based on the invoice date and net of provisions, is as follows:

AEE-RETEESEFFHI0BE
BHZEZEH REEARKESER
(BEMBREE) c RRZEZEAHI TN
T

30 June 31 December
2007 2006

—EELHF —EER
~A=+HB +ZA=+—H
HK$°000 HK$°000
FET FE T
(Unaudited) (Audited)
(REER) (&)

Trade receivables: FEWE 5 IR ¢

Within 1 month 18 A K 311,515 334,656
1 to 2 months 1Z2 218 A 38,422 120,429
2 to 3 months 2Z 3@ A 30,236 29,295
Over 3 months B A 31E A 37,878 21,267
418,051 505,647
Bills receivable & W 3= 1% 696,048 1,113,761
1,114,099 1,619,408

Included in the Group’s trade and bills receivables are amounts due from
subsidiaries and associates of Haier Group (the “Haier Affiliates”) amounting
to HK$184,316,000 (31 December 2006: HK$479,940,000), which are
repayable on similar credit terms to those offered to the major customers of
the Group.

Further details of the sales to these related parties are set out in note 16.

Interim Report 2007

AEBZERESEARERDIERKERE
ENBAr REE AR (NEREBAL]) 2%
15184,316,0008 L (ZEENF+-_A=+—
H : 479,940,000 7T) * A HEREL T A
EEXERFHEEZEEGRKER -

BREETZEMEALZE-SFBENM
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13. Trade and bills payables

An aged analysis of the trade payables as at the balance sheet date, based

13. ENESRIAREERE

NEERRNESRR I RRRERH

on the invoice date, is as follows: AT
30 June 31 December
2007 2006
—ZEEtHF —EET R
~A=1+H +=-—A=+—8
HK$’000 HK$'000
FHET FAE T
(Unaudited) (Audited)
(REEXR) (EER)
Trade payables: ERTE SRR :
Within 1 month 1@ A M 598,719 630,009
1 to 2 months 1Z221@A 37,949 108,895
2 to 3 months 2Z3(8A 21,171 3,864
Over 3 months BB 31E A 37,427 25,225
695,266 767,993
Bills payable R Eig — 442,020
695,266 1,210,013

Included in the Group's trade and bills payables are amounts due to Haier

Affiliates amounting to HK$668,617,000

December 2006:

HK$749,449,000), which are repayable on similar credit terms to those offered

by the major suppliers of the Group.

Further details of the purchases from these related parties are set out in

note 16.
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REBZRENESERREEBIEREN
G R E A £ 2 5X7E668,617,000/% 7T

—EEXE+-_A=+—8H
749,449,000/ 7T) * & A IRZAIR AR
EXrZHESMATHEZEEKKE
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14.

Convertible notes

On 28 January 2005, the Company issued convertible notes with an aggregate
principal amount of HK$260 million to a subsidiary of Haier Group, Qingdao
Haier Group Holdings (BVI) Ltd. The convertible notes have a three-year
term and are non-interest-bearing. Each note is convertible at any time prior
to the fifth business days before 27 January 2008, at the note holder's
option, into the Company’s ordinary shares at a conversion price of HK$0.18
per share (adjusted to HK$1.8 per share as a result of the share consolidation
which became effective from 8 March 2007). When the notes were issued,
the prevailing market interest rate for similar notes without the conversion
option was higher than the interest rate at which the notes were issued.

The fair value of the liability component of the convertible notes was
determined at the issuance date, using the prevailing market interest rate
for similar debt without a conversion option of 4.75% and was originally
carried as a long term liability. The remaining portion was allocated to the
conversion option that is recognised and included in shareholders’ equity. At
the issuance date, the liability and equity components of the convertible
notes were split as to HK$226,210,000 and HK$33,790,000, respectively.

During the period, there were no conversion of convertible notes into ordinary
shares of the Company. Accordingly, the equity component of the convertible
notes remained unchanged during the period and the liability component of
the convertible notes was increased by the amount of corresponding finance
costs of HK$3,795,000 (2006: HK$3,751,000) during the period. At 30 June
2007, the outstanding aggregate principal amount of convertible notes was
HK$170 million (31 December 2006: HK$170 million).

Interim Report 2007
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14.

ERER

RZZTRAF—A=1+/\B  AAAH
BREEZHBARSESEREEER
BVNE R 2 Al & 17T 4X € 8 & #
260,000,000/ 7T 2 AT AR T4 o AIHAAR
ERZEHR=F  TAL - ZEH
EARIEER_ZTZTN\F—-—A=++tH
A1 2 {8 & % B A BE S BA & AR 018 T
ZHRRE(EA-ZTLF=ANAEBER
ZRHEHMAREZER.8HT) BEE
BRBRBAQALA xoﬂ%ﬁmf
% WEBRREZRAEZEZERT

FMERZERETE MZﬂT%mo

TMRERZBET DD FERETH
HiRFREER (L ERRE) 2 ERHS
ME@75E)EE @ WRARBAEET
iR - FIRBHANEEERTESER
ABRZBRRE  -RETHE  ESKF
TRREBZAGEREEDD 25 A
226,210,0007% 7t & 33,790,000/ 7T °

HA - TETRREREESRAARRDA
%L%olmv AMRERZ Em D
RERRFETE  mARRERZ8E
o R B A R N AE B R E KA
3,795,000/ 7t (ZZZ /4 : 3,751,000
Br)zeB RNR-_ZTEELFA=1+
H MARBZAIRREBEACAESR
170,000,000 T (ZZE2ZERF+=A=
+—H : 170,000,000 T) °
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15. Equity 15. @
Attributable to equity holders of the parent
BRARESEARGRE
Equity Retained
Capital component of Share profits/  Exchange
Issued reduction  Capital convertible  option  Merger  Reserve (accumulated fluctuation Minorit Total
equity  reserve  reserve notes  reserve  Reserve funds losses)  reserve Total interests equity
) £ 1RES REEH/  HE 0N
BROEE HERE GARE 2RETD RRERRE AMRE HEEE (2HFR) RBER B BRREE RRAE
HKS'000  HK$'000  HKS'000  HKS'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS$'000  HK$'000  HKS'000
Tér  FEr  TEn  ThEr  ThAr  TEr  TEr  FEn  TEn  ThEr  TEr A
(nqte) (nqre) (note) (note) (note) (note) (note)
(&) (W) (W) (W) (W) (W) (B
At 1 January 2006 RZB5E-A-A
As previously reported IR 854,159 — — 30,281 - - 59,260 (335,369) 4439 632,770 71,341 704,111
Haler SPV Group BESVER 327,90 - - - - — e48 (59288) 7883 3140145 91166 405311
Effect of business Ehak
comhinations 178 (87,902 - - - - am = = = = = =
As restated 2] 1,094,159 = = 30,281 = 87,902 96,908 (394,657) 32322 946915 162,507 1,109,422
Profit for the period (as restated)  HFR& ) (7)) - - - - - - — 151738 — 151738 10555 162,293
Equity-settled share HEELE,
option arrangements BRETH - - - - 409 - - - - 409 = 409
Dividends (as restated) Rz (E3)) - - - - - - - @4 — B4 B5)  (45676)
Contribution from holding BRARZ
companies (as restated) iH& (E5)) - = - - — 2033 —  (1,58) — 18747 (1874)) =
Brercise of share options fIfERE 45,414 - - - (409) - = = — 45005 — 45005
Conversion of convertble notes % &7 AR Z 65,509 - - (318 - - - - - um - 93
Disposal of subsidiaries HEHB AR - - - - - — B0 3010 (13342) (1334 - (1334
At 30 June 2006 (as restated) RN ZEERERA=TH
(&30) 1,205,082 = - 22,09 — 108,235 93898 (278,966) 18980 1,169,323 146,110 1315433
At 1 January 2007 RZEZ+5-A-H 1,212,960 - — 22,094 — (546,765 162,305  (260,166) 53,691 644,119 154448 798567
Capital reduction R — (1,657,866) 1,657,366 = = = = = = = = =
Elimination of accumulated losses %1 231 B8 - — (1,196,370) - - - — 119370 - - = =
Profit for the period HNER - - - - - - — 72465 — 265 13838 86,303
Transfer to reserve funds BREEERS = = - - = = 1,91 (1,291) = = = =
Dividends BE - - - - - - - - - - (13,011)  (13,011)
Bxercise of share options ke 27918 - - - - - - - - 798 - 98
Exchange realignment EiAE - - - - - - - — 19705 19,705 3090 20,798
At 30 June 2007 KoSSLERAZTE 1240878 (1,657,866) 461496 22,094 — (546,765 163,596 1,007,378 733% 764,207 158365 922,572
Note: These reserve accounts comprise the consolidated reserves in the K ZEHEREBESRAEERARER

consolidated balance sheet.

Due to the use of reverse acquisition basis of accounting, the amount of
issued equity, which includes share capital, share premium and contributed
surplus in the consolidated balance sheet, represents the amount of issued
equity of legal subsidiaries acquired by the Company on 28 January 2005
and the amount of issued equity of Haier SPV Group at 31 December 2006
plus equity changes of the Company resulting from the exercise of share
options and conversion of convertible notes after the reverse acquisition.
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Financial Statements (Continued) (&
15. Equity (Continued) 15. #E#% (8)
The Group'’s capital reduction reserve arose from the reduction of the nominal RAFZBRAERFEHEEEER_TZ
value of each of issued share of the Company from HK$0.10 to HK$0.01 by +tF=ZANBEBTHEBREETR
cancellation of paid-up capital of HK$0.09 on each of issued share of the MZEBRRBKRA0.098BT - BEERE
Company effective from 8 March 2007. BATRRD 2 EE 0. 107 LA = 0.017%
7T|: o
16. Related party transactions 16. BAEALRS
In addition to the related party transactions detailed elsewhere in these B Lk 5 B 75 SR R L b BB 19 mF A 2 A E A
financial statements, the Group had the following material transactions with TRPHI - AEERBRNEBEALTE
related parties during the period. ETATERRS
(a) The Company’s subsidiaries, Qingdao Haier Washing Machine Co., (a) ARAMBRARSSEREXES
Ltd., Qingdao Jiaonan Haier Washing Machine Co., Ltd., Hefei Haier R A Al a%ﬂ%ﬁ'ﬁ/ifﬁﬁ?{%ﬁﬁﬁ
Washing Machine Co., Ltd., Foshan Shunde Haier Electric Co., Ltd., 2R BIEERARKERAD
Foshan Shunde Haier Intelligent Electronic Co., Ltd., Chongqing Haier BILTIEEEREEERAA T#
Washing Machine Co., Ltd. and Qingdao Haier Electronics Sales Co., I EEEREEETARAA
Ltd. had the following material transactions with Haier Affiliates: BEREBRARKBERAAIRESE
RERHEARAAEGREEA
TERHETTINEARS :
For the six months
ended 30 June
BERXA=Zt+HLAXMAEA
2007 2006
—EZTtHF ZETRF
Notes HK$°000 HK$°000
it &t FET FET
(Unaudited) (Unaudited)
(REER) (REER)
Sales of washing machines SHE LK (i) 163,571 182,064
Purchases of raw materials g R R (ii) 1,677,531 1,217,031
Printing and packaging fee expenses ENR & B 3 & (iii) 2,561 2,638
Mould charges KEZEZ W (iv) 43,790 22,074
Utility service fee expenses NAREE S H (v) 9,982 5,443
Logistics charges Y& (vi) 66,694 55,050
Promotion fee expenses EEEXH (vii) 24,066 19,259 .
Other service fee expenses RS & X (viii) 24,635 9,031 i3
Interest expenses FE X H (ix) 449 — E
Interest income YL ON (ix) 443 1,015 EE
Trademark license fee expenses HEZRREY 1 (x) 14,931 12,473 4
Consignment sale commission income AmRERESKA (xi) 2,350 — &
|
Notes: K st EE
(i) The sales of washing machines were made to Haier Electrical (i) RERIEEZHBARER Al
Appliances Co., Ltd. (“Haier Electrical”), a subsidiary of Haier SEEREXARAR(NE =
Investment at selling prices representing differences between RMEREF]) HELKKETS =
the selling prices of washing machines mutually agreed and RBEBERE T HE 2R Zz
the selling expenses of Haier Electrical not exceeding 2.5% HEBEGREREE 2 H ;—7
of the selling prices of washing machines. ERX (TRBEEREEE o
]
R
&
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Notes to Condensed Consolidated

Interim

Financial Statements (Continued)

16. Related party transactions (Continued)

(a) (Continued)

Notes: (Continued)

(i)

(iii)

(vii)

(viii)

(ix)
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The purchases of materials were charged based on the lower
of the average market price or the consolidated and integrated
tender and bidding price plus a 2.6% commission.

Printing and packaging fee expenses were charged on actual
cost basis plus a processing fee of not higher than those
charged by independent third parties.

Moulds were charged with reference to the average market
tender and bidding price plus actual administrative costs.

Utility service fee expenses were charged based on the state-
prescribed prices plus actual administrative costs.

Logistics charges were charged based on an actual cost basis
and on terms more favourable than those offered by
independent third parties.

Promotion fee expenses were charged based on 1.2% of the
domestic sales of washing machines.

Other service fee expenses included legal consulting service
fee, catering and travel agency service fee, human resources
service fee, general security service fee, product certification
service fee and equipment repair and maintenance service
fee which were determined with reference to actual costs
incurred.

Interest expenses and income were determined with reference
to the standard rates published by the People’s Bank of China.

Trademark license fee expenses were charged at a rate of
0.8% of certain sales made by Qingdao Haier Washing
Machine Co., Ltd., Foshan Shunde Haier Electric Co., Ltd.,
Hefei Haier Washing Machine Co., Ltd. and Qingdao Jiaonan
Haier Washing Machine Co., Ltd.

Consignment sale commission income was determined at 2%
of the turnover of the sales of the outstanding inventories of
washing machines and water heaters owned by subsidiaries
of Haier Investment at 31 December 2006 (2006: Nil).

Haier Electronics Group Co., Ltd. RIIET R E LT @Al
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16. BEALTXRE (&)

HfaE - (&)

(if)

(iii)

(iv)

(vi)

(vii)

(viii)

(ix)

(x)

(xi)

BREB R DR BT 5 P19 B
R —BABIRRZERS
m2.6%MEHE AREE

R R B %E S HhRIEE
BECA B IR BB =
HERRE 2 N T &5 E -

BABXHTIZEFHNS
BRI Z B S MERITER
PRAFHE -

ARBBBXHRBER
I R S M E BT A A
5HE -

MREX B TR LE=
TREEBEZGK - RE
BEBRAAGE -

ERBEXHTIRARKZE
RIHE 2 1.2%=1 8 °

HinRBE X HEBE2EM
ELEBERAETE 2 EEB
BIRT & - ERRIKERE
R%E - ANERRBKE
—RERZRBE  EmBRE
IR & KR e R E RS
= .

MEXH RWATIREH
ARBRITROZFEESRE
= o

RRBBRET LIRS S8
BEXKMAERADAF - fhlmh
IEEEREEERAF - &
EERARBER DRI RS
ESREESRERKAER AR
Z2ETHE08% 2t ERat
{g °

AmRERESBATRIES
RIREZMBARAR_ZE
NETZA=+—HM%EHR
2R R BK R M ARTEE
HEZEEBF2%EE (=F
TREFE E) o
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Financial Statements (Continued) (#&
16. Related party transactions (Continued) 16. BEALIRE (8)
(b) The Company'’s subsidiaries, Haier Indesit (Qingdao) Washing Machine (b) ARAMBRAAESRREE(FS)

Co., Ltd., Haier Indesit (Qingdao) Electrical Appliance Co., Ltd.,
Qingdao Economy and Technology Development Zone Haier Water
Heater Co., Ltd., Wuhan Haier Water Heater Co., Ltd. and Chongging
Haier Water Heater Co., Ltd. had the following material transactions
with Haier Affiliates:

B
HREBBR QA BRARE (B
B)ERERAF - BEELERM
REREBRAAKSIERAA - BUE
BREKFZERARLEE SR
KBERRFEGRBEA L DHE
TTINEARS :

For the six months
ended 30 June
BZEA~A=+HLAKEA

2007 2006

—EZTtHF ZETRF

Notes HK$°000 HK$°000

B2t FET FE T

(Unaudited) (Unaudited)

(REE®R) (REFER)

Sales of washing machines SHE LK I (xii) 246,745 524,033
Sales of water heaters $H & ZOKER (xiii) 2,214 614,218
Purchases of raw materials AR A (xiv) 941,438 721,397
Printing and packaging fee expenses ENR & B 3 & X (xv) 3,401 3,126
Mould charges KEZEZ W (xvi) 11,504 15,733
Utility service fee expenses ARR®E N (xvii) 15,566 15,198
Logistics charges LNk & Aax (xviii) 47,391 32,254
Other service fee expenses H fth AR 7% & 2 i (xix) 18,196 12,456
Interest expenses B 32 H (xx) 2,041 630
Interest income YL ON (xx) 133 111
Promotion fee expenses EEELZ N (xxi) 13,896 12,037

(xii) The sales of washing machines comprised domestic sales made
to subsidiaries of Haier Investment and export sales made to
Haier Electrical.

The domestic sales of washing machines were made at selling
prices quoted by the subsidiaries of Haier Investment to third
party distributors less discounts ranging from 2% to 50%.
The export sales of washing machines were made at selling
prices representing differences between the selling prices of
washing machines mutually agreed and the selling expenses
of Haier Electrical not exceeding 2.5% of the selling prices of
washing machines.

Subsequent to 31 December 2006, all domestic sales of
washing machines are directly made to third party customers
and are no longer transacted through the related companies.

(xi) HEAXRKEEBIERERIKE
ZHBARZENEE - A
RABMESERXZ L OHE
&=

SR M 2 BN S Th R 1R0E
BEREZHBARINE=H
DEEHREER2%E
50% NEZ T AETT © %
Kz IO HE BRIBHEE
& T5 19 T 2 IR (B
BREREXZHERX
(THBBERKEREZ
2.5%) 2 ZEEmHELT o

i}
w
%
2
%
]
|
PR
/A
S

R-BEAET-A=+—
B - AR 2 B 8
EHEBENE=SEFE
7 MABEBMEATE
-
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Notes to Condensed Consolidated
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Financial Statements (Continued)

16. Related party transactions (Continued)

(b) (Continued)

(xiii)
(xiv)
(xv)
(xvi)
jic) )
B (xvii)
%
25
&
(xviii)
FR
»n
A
(xix)
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The sales of water heaters comprised domestic sales made to
subsidiaries of Haier Investment and export sales made to
Haier Electrical.

The domestic sales of water heaters were made at selling
prices quoted by the subsidiaries of Haier Investment to third
party distributors less discounts ranging from 2% to 50%.
The export sales of water heaters were made at selling prices
representing differences between the selling prices of water
heaters mutually agreed and the selling expenses of Haier
Electrical not exceeding 2.5% of the selling prices of water
heaters.

Subsequent to 31 December 2006, all domestic sales of water
heaters are directly made to third party customers and are no
longer transacted through the related companies.

The purchases of materials were charged based on the lower
of the average market price or the consolidated and integrated
tender and bidding price plus a 2.6% commission.

Printing and packaging fee expenses were charged on actual
cost basis plus a processing fee of not higher than those
charged by independent third parties (2006: with reference
to actual costs incurred plus a mark-up of not more than
10%).

Moulds were charged with reference to the average market
tender and bidding price plus actual administrative costs
(2006: with reference to bidding prices plus a mark-up of
not more than 10%).

Utility service fee expenses were charged with reference to
the state-prescribed prices plus actual administrative costs.

Logistics charges were determined on terms no less favourable
than those offered by independent third parties (2006: with
reference to bidding prices offered by third parties).

Other service fee expenses included legal and financial
consultancy service fee, catering and travel agency service
fee, human resources service fee, general security service fee,
product certification service fee, software service fee, office
consumable supplies and equipment repair and maintenance
service fee which were determined with reference to actual
costs incurred.

Haier Electronics Group Co., Ltd. RIIET R E LT @Al
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16. BEALRZ (B)

(b) (&)

(xiv)

(xv)

(xvi)

(xvii)

(xviii)

(xix)

HEMKRFERERERKE
ZHBRBZBEAHEE - A
RABRAERER O HE

&= o
=

HKBRZEANEE HIRIRE
BERECZHBARIAE=H
DR EBR2%E
50% 5 2 M #ELT - 2
Kz O HERIRKEES
REFHBE 2 HKEEE R
BREREEXEZLERX
(THRBRKEEEZ
2.5%) 2 ZFEMHELT ©

R-BEAE+=A=+—
Ak - FARKSEZ BN
ENEBERNE=FEFE
17 MABEEEER RS
7 o

BB RB TR BT 5 F 15 B
R BABRRZERS
M2.6%MEHE UAREE
) e

BRI R BEES HRIEE
BRABIMTEBABILE=
FETRE Z T E:HE (=
TTNRE BEMELEZE
B AN DN BB 10% 2 IniE
BE) -

REBLHT2EFHMS
RIS E 2 BB IMERITER
KA E(ZZERE : 2
EFZERISMTZR10%
ZMEst &) -

AARBEXE 2R
3570 MBS 2 0B 45 A
5HE -

MRERAXHEDETERE
MEZF AR GREE
(ZEERF: 2EE=7
RUZBIRRER) -

HREEXHBE2EM
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Notes to Condensed Consolidated

Interim

Financial Statements (Continued)

16. Related party transactions (Continued)

(b)

(d)

(Continued)

(xx) Interest expenses and income were determined with reference
to the standard rates published by the People’s Bank of China.

(xxi)  Promotion fee expenses were charged at 1.2% of the domestic
sales of washing machines and water heaters (2006: with
reference to a rate of 1.2% of the domestic sales of washing
machines and water heaters made by subsidiaries of Haier
Investment).

The above comparative figures represented material transactions with
Haier Affiliates taken place prior to the completion of the Asset
Injection. These transactions were included in the Group’s financial
statements for the six months ended 30 June 2006 as a result of the
application of merger accounting as the basis of presentation, details
of which are set out in note 1 to the financial statements.

During the period, Haier Corp provided corporate guarantees
aggregating RMB181,000,000 (2006: RMB223,000,000) (equivalent
to HK$184,620,000 (2006: HK$214,423,000)) to Haier Group Finance
Co., Ltd. (“Haier Finance"), a subsidiary of Haier Group and a financial
institute approved by the People's Bank of China, as securities for
loan facilities granted to certain subsidiaries of the Group. The Group
utilised RMB181,000,000 (2006: RMB208,000,000) (equivalent to
HK$184,620,000 (2006: HK$200,000,000)) during the period.

Compensation of key management personnel of the Group:

%@%é¢%%ﬁﬁﬁmﬂ

16. BAEBEALTXRZ (&)

(b)  (#)
(xx) MEXHRKATIZER
ARRITEMIFEESERE
T o

(xxi) EEEZHTIBEERER
HKBZBEREEZ12%
AECEEAE: 2EH
MILE 2 B AR FTETTE
K REKEZEANEE
1.2% 2 &) »

EXE25 7 R T R R
ATRIEABEZKAETZIER
X5 HRERAGHENEES
SHNEE - HREXFEHERAE
BHE_ZZRFNA=THLR
BAZMBEHRRA - BEFIEHR
ARG RARMEE -

(0 HR - BREEAFRMEMNERF
BRERMKEEREEAR (NERA
Bl —HMPFBRARBRITHEZ
MHHE REBEAARE
181,000,0007C (ZZZRF : AR
# 223,000,0007t ) (4 £ ®
184,620,000 7T (Z T Z /X F -
214,423,000 7)) 2 A AR -
ERAEEETHERAR ZERA
BIZER-- BN - AEBEEHAA
R #181,000,0007T (ZZZ/NF ¢
A R #208,000,0007T) (48 % %
184,620,000 7T (ZZE T /<
200,000,000 75) ) °

(d) AEEZEEEABZFHH :

For the six months
ended 30 June
BZEAXA=+tHLEAMEA

2007 2006

—EEtE  —TIAA

HK$°000 HK$’'000

FET FAE T

(Unaudited) (Unaudited)

(REER) (REER)

Short term employee benefits EEEERT 1,248 1,530
Post-employment benefits BRI 2R A 6 6
Share-based payments LA R A7 32 A+ 2 %R B — 409
1,254 1,945
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Notes to Condensed Consolidated Interim
Financial Statements (Continued)

16. Related party transactions (Continued)

(e) On 15 June 2007, Qingdao Economy and Technology Development
Zone Haier Water Heater Co., Ltd. (“Qingdao Water Heater”), an
indirect wholly-owned subsidiary of the Company, entered into a
transfer agreement with Qingdao Jiaonan Haier Microwave
Manufacturing Co., Ltd. (“Qingdao Microwave"”), an affiliate to Haier
Group, pursuant to which Qingdao Microwave agreed to transfer
certain buildings and plant (the “Assets”) to Qingdao Water Heater
for a total consideration of approximately RMB26,554,000
(approximately HK$27,085,000). The consideration for this transaction
was determined with reference to the valuation of the Assets
conducted by an independent qualified valuer in Mainalnd China.

This transaction has not yet completed as at the date on which these
financial statements were approved.

m In addition to balances of trade receivables, trade payables and convertible
notes due from/to Haier Affiliates as disclosed in the notes 12, 13 and 14 to
the financial statements, respectively, the Group had the following material
outstanding balances with Haier Affiliates and directors of the Company at
the balance sheet date:

16.

%ﬁﬁé¢%%ﬁﬁimﬂ

BEALXZS (E)

(&) MZ=ZZTZtFXA+HHB  KAF
ZHEEZENRBA RS SEERN
REESRAKEERAR([ES
RoKE|)BEREECHBALS
SRRERMEHRERAR ([F
SHUESI M) AT EBE R E - &
It SEMEGRREEEE T2
FREBE([EE]) FESRK
8/ BRENARY26,554,0007T
(#927,085,000/87T) ° WWIERZ 5.2
RED2E—BHERLZE IS
BREEMMEEMEZGEEE

-
E °

RS REERAY D - 4T
2 5 R -

BREFHRERMEI2 - 13R14FFD BIHE
B EMNEEHEA L ZEKE SR
o ERESERRARRERZ #8R
G REBREEHRTRBEBA TR
RARERZERREREBRNOT ¢

30 June 31 December
2007 2006
—EELEF —EER
~A=1+H +=-—A=+—8
Notes HK$°000 HK$°000
B2t FET FBT
(Unaudited) (Audited)
(REE®R) (&%)
Cash and cash equivalents RekAeEMEEAB (i) 381,197 479,163
Prepayments, deposits and FERAHIE - B
other receivables R H i JE 5 BR R (ii) 37,237 87,008
Other payables and accruals HihENERREBE (iif) 264,294 261,232
Interest-bearing borrowings TEEE (iv) 184,620 136,800
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Notes to Condensed Consolidated Interim
Financial Statements (Continued)

16.

17.

Related party transactions (Continued)

Notes:

)

(if)

(iii)

(iv)

The balances represented deposits placed with Haier Finance.
The interest rate of these deposits was 0.72%.

The balances are unsecured, interest-free and are repayable on
demand.

The balances included payables to Haier Affiliates and directors
of the Company of HK$244,146,000 and HK$20,148,000,
respectively. They are unsecured, interest-free and are repayable
on demand, except for a payable amount of HK$168,695,000
due to Haier Electrical Appliances Third Holdings (BVI) Limited, a
subsidiary of Haier Group, which is unsecured, due to be repayable
at 31 December 2007 and interest-bearing at 4% per annum.
This payable amount represented the deferred consideration in
respect of the Asset Transfer, further details of which are set out
in note 1 to the financial statements.

Interest-bearing borrowings were borrowed from Haier Finance,
which were interest bearing at rates ranging from 5.25% to
6.57% per annum. All of these borrowings were guaranteed by
Haier Corp.

Contingent liabilities

At the balance sheet date, the Group did not have any significant
contingent liabilities.

(%

M B4R & P H B 3 R AR B

16. BEALXRS (B)

Hiat

(0)

(if)

(iii)

(iv)

ERIEGHRRN SR BZ2ER -8
BAERZFEROT2E -

EHRAEER RERAEERE

ERPERMNERHBALTRAR
AlEE ZHIEH F244,146,000%
JL 120,148,000 7T ° WERIEA
mIEH - R RARERER
—SEMNEREEZHEARER
BERF=IEREBV)ERARZ KA
168,695,000/ ¢ + HEE A « A
R-ZETLF+-_A=+—BEE
RIZEMRAE BRI - LERE
NAREEEREEERZERELER
B BEREEMFBEIRYBRRM
e

STEEBERSBUKEA  BER
RN F525EE657F:8 - FiA
hEEELHHSREERRER -

17. BREE
NEE R AEBITETMNERNKAE
f& o
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Notes to Condensed Consolidated Interim
Financial Statements (Continued)

18. Operating lease arrangements
(a) As lessor

At the balance sheet date, the Group did not have any significant
future minimum lease receivables.

(b) As lessee

The Group leases certain properties under operating lease
arrangements. Leases for the properties are negotiated for terms

%iﬂﬁv?é‘ﬂlﬂ%ﬁﬂﬂﬁiﬁimﬂ

18. REBENZH
(a) ERAHBA

REER  AEEYEERMERR
&R A EUARK ©

(b) ERABA

AEEREEEHOLTHERET
ME - BEZMFEARNF—=+

ranging from one to ten years. F o
At the balance sheet date, the Group had total future minimum REER - AEEREN T3 HHE
lease payments under non-cancellable operating leases falling due as FE 2 TREBUHE 2 B E A B AR K
follows: Exﬁfﬁ%#@*ﬁﬁﬂ'l—
30 June 31 December
2007 2006
m —BBtHF g I5
ANAE=+B +=A=+—8
HK$°000 HK$°000
FET FET
(Unaudited) (Audited)
(REER) (fe &%)
Within one year —FR 24,206 7,436
In the second to fifth years, inclusive E_ZRF (BREEEMF) 3,266 5,111
27,472 12,547

19. Commitments

In addition to the operating lease commitments detailed in note 18 above,
the Group had the following commitments at the balance sheet date:

19. EiE

R £ SBT3 1857 5F il 45 & 78 #) A I
Gh 0 REBREEH B AT AE !

30 June 31 December
& 2007 2006
il = —ETRA
= XA=+tB +=ZA=+-8
&= HK$’000 HK$'000
FET FE T
E (Unaudited) (Audited)
N (REER) (EER)
Al
» Authorised, but not contracted for: ERERRTA :
T Property, plant and equipment M BEREE 60,555 169,298
=
g Contracted, but not provided for: BRI A B R EE
i Property, plant and equipment M - BEREZE 103,539 82,467
1A
iﬁﬁ 164,094 251,765
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Notes to Condensed Consolidated Interim fBEESPHBBHRRME
Financial Statements (Continued) (&
20. Post balance sheet events 20, #£EREER

21.

(a)

On 4 September 2007, Haier Washing Machines Holdings (BVI) Limited
("Haier WM BVI”), an indirect wholly-owned subsidiary of the
Company, as purchaser entered into equity transfer agreements with
Indesit Company S.p.A. and Indesit Company Luxembourg S.A.
("Indesit Group”) as vendors pursuant to which Haier WM BVI agreed
to acquire and Indesit Group agreed to sell the 30% shareholding of
Haier Indesit (Qingdao) Washing Machine Co., Ltd. and Haier Indesit
(Qingdao) Electrical Appliance Co., Ltd. for an aggregate consideration
of €14,310,000 (approximately HK$151,686,000). Haier Indesit
(Qingdao) Washing Machine Co., Ltd. and Haier Indesit (Qingdao)
Electrical Appliance Co., Ltd. are indirect 70%-owned subsidiaries of
the Company.

Since this transaction has not yet completed as at the date on which
these financial statements were approved, the financial impact of
this transaction cannot be reasonably estimated at this stage.

Subsequent to the balance sheet date, certain participants of the
share option scheme of the Company exercised in aggregate
4,700,000 share options at HK$1.56 each.

Approval of the interim financial report

The financial statements were approved and authorised for issue by the
board of directors on 24 September 2007.

Interim Report 2007

21.

(a)

(b)

RZZTZLFEAAMNA  AAAZ
FEE 2 & I B A 7 FE 82 22 AR
(BVI) AR 2 A ([8 %K%
BVI] - 1’&2%%‘-?7‘5);@&?%§§ﬁﬁa
BROBERAFRBESEHRFA
(BEE£H] ~1’E2%EE)§TI
AR R - R BRI
BVIRIEEMBEESERE D
EBRREE (BB ARKAERA

AIRERAES (B8 ERERA
Al 30% /% ## wn R E R

14,310,000B4 7T, (49151,686,0007%

) c BRARE (FR)AXKESE
RARREREEZE (FB)ERA
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Management Discussion and Analysis
Overview

The Group continued to build up its core strengths in the first half of
2007. The completion of the acquisition of the front loading washing
machine and water heater businesses (the “Injected Businesses”) from the
Haier Group on 31 December 2006 (the "Asset Injection”) significantly
broadened the Group's revenue and earnings basis in 2007. In addition,
the booming PRC economy results in significant growth in consumer
spending. This factor, coupled with the measures taken by the Group to
rationalize its cost structure and fine-tune its business model to enhance
operational efficiency, has enabled the Group to achieve very promising
results in the first half of 2007.

Group Results

As the Company and the Injected Businesses are under the common control
of the Haier Group before and after the Asset Injection, the Asset Injection
has been accounted for using merger accounting with the operating results
previously reported by the Group for the first half of 2006 restated to fully
incorporate the results of the Injected Businesses during that period. The
analysis and comparison that follow are therefore presented on such basis.

The Group achieved impressive results in the first half of 2007, boosted by
the improvement in operational efficiency and margins, the booming Chinese
economy, the surge in consumer spending and the success in our sales and
marketing strategies. Turnover from continuing operations which include
the Injected Businesses in the first half of 2007 amounted to HK$3,584
million, representing an increase of approximately 22% from HK$2,933
million in first half of 2006. The Group continues to maintain leading
positions in the washing machine and water heater markets in the PRC,
with respective market share of approximately 31.2% and 20.6% in the
first half of 2007 according to China Market Monitor (a market research
company based in the PRC). EBITDA margin improved from 4.5% in the
first half of 2006 to 4.6% in the first half of 2007 while operating margin
also improved from 3.1% in first half of 2006 to 3.5% in the first half of
2007 as a result of our launch of innovative high value added products,
the ability of the Group to regain pricing power in the market and
improvement in operational efficiency.

RETEI @A [T TN I N ME . B Interim Report 2007
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Management Discussion and Analysis (Continued)
Group Results (Continued)

Excluding the net profit from the discontinued mobile handset operation
of HK$103 million (which mainly arose from the gain on disposal of this
business) in the previous period in 2006, net profit from continuing
operations before and after minority interests increased substantially by
approximately 47% and 50%, respectively, as compared to the first half of
2006, reaching HK$86.3 million and HK$72.5 million in the first half of
2007, respectively.

Business Review
Washing Machine Business

The Group’s washing machine business comprises the manufacture and
sale of top loading and front loading washing machines, which together
accounted for approximately 80.6% of total revenue for the first half of
2007 (2006: 78.8%). The Group continues to strengthen its dominant
market position in the PRC with strong revenue growth of 25% from
HK$2,311 million in the first half of 2006 to HK$2,888 million in the first
half of 2007. Operating margin also improved from 3.6% in the first half
of 2006 to 3.8% in the first half of 2007. As a result, operating profit
grew substantially by 33% from HK$82.1 million in the first half of 2006
to HK$108.9 million in the first half of 2007. The growth in both volume
and profitability was made possible due largely to our well-received
marketing programs and successful product positioning while also focusing
effort on technology innovation, as evidenced by the success in our
environmentally friendly dual-drive detergent-free washing machines, which
achieved strong sales growth. In addition, our sophisticated design and
technology were reaffirmed during the period by winning awards such as
the red dot product design award in Germany, which is an internationally
recognized quality label for excellence in design.
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Management Discussion and Analysis (Continued)
Business Review (Continued)
Washing Machine Business (Continued)

The front loading washing machine business, in which we own 70% interest,
is in particular an area with significant growth potential, with 2007 first
half sales of HK$729 million, an increase of 38.8% against 20.9% for top
loading washing machines, and accounted for 25.2% of washing machines’
sales, up from 22.7% in the first half of 2006. This type of washing
machine is more popularly used in Europe and has higher average selling
price. In the PRC, they are targeting the higher end of the market and
have only been introduced to market for a relatively shorter period of time.
With rising income level and spending power of consumers in the PRC, we
believe there is significant growth potential for these products. Subsequent
to the period end on 4 September 2007, we entered into agreements to
acquire the remaining 30% interest in this business from our Italian partner,
Indesit, for a consideration of Euro 14.31 million (approximately HK$151.7
million) which represents a historical price earnings ratio of approximately
13.8 times based on 2006 earnings. Upon completion, the business will be
wholly-owned by the Group. Given the reasonable purchase consideration
and the growth potential of this business, we believe the acquisition will
bring significant benefits to the Group in the long run.

To cater for our rapid growth in sales, a new factory with annual production
capacity of approximately 1 million units has been constructed in Chongging,
the PRC and production has commenced in the first quarter of 2007,
boasting our total annual production capacity to approximately 8 million
units.

We will continue to enhance our competitiveness by focusing on developing
our R&D capabilities so as to bring more differentiated products with value
added features to the market to improve our margin. We will also put
particular emphasis on environmentally conscious products which we believe
are the global trend for all consumer products. Looking forward, the
Directors are confident that the washing machine business will continue to
perform satisfactorily in the second half of the year.

RETEI @A [T TN I N ME . B Interim Report 2007

EEBARRIN (&)
RBERE (%)
HRBER ()

NEETEA 70%HE 7 2 7% 2 205 KM ZE 75
RERIEERERB I &HE  —TTt
F EH¥F 2 HERAT729,000,0007 7T
# 00 38.8% (I & =\ 4t 2 # B 5 0
20.9%) © WAE SR EFE25.2% * =
TTNE FHE 222 7% o L AER K
KERBNEEZFER  FHEETR
= RARE - WEAGEREERREER
ZEP MRS 2 REAHRE - B
EFBEBEE WA KERBE N EF -
Kﬁlm%%%F&ZﬁEWﬁ%Fo%
BHEMN-_ZTLtFNLAMNA  A&HE
ﬂ&%m’&ﬁEM3mpm@mh@
151,700,000 7T) M A& E 2 B K F) % £
BESWENLEL 230% R BT
NEZBAGFE  ZREAERTEELD
13.8f% - REXZWER - ZXEBFHA
EE2EHE  c ERWERESERIE
BARRES  AEBBEZRERER
RAEBETREE Mz o

RIEEGHE ZIRER AEEENHE
EEEE—BRE2YKRE FEHENR
1,000,000&0 + WER ZZTTLFF— =
BE RASEZ2BFERLAZD
8,000,000%F °

AEEBERBRSERSE N BoEH
ﬁﬁ%%ﬁ'ﬁm%hﬁﬁyﬂﬁﬁ%%
ZEBERUNEERRENE AKETE
EMEERREMR  AEERE BHE
mERMBBEEMZEHATHE - RE
HK BEEHERELARKBEBBEEES
FETHFRFESR



Management Discussion and Analysis (Continued)
Business Review (Continued)
Water Heater Business

The water heater business, which accounted for approximately 19.4% of
Group revenue in the first half of 2007 (2006: 21.2%), also performed in
line with our expectation. Revenue grew by approximately 12%, reaching
HK$696 million in the first half of 2007. Operating profit also increased by
3% from HK$22.3 million in the first half of 2006 to HK$23 million in the
first half of 2007. Although revenue and profitability growth seem modest
in the first half of the year, we believe that with more new products to be
introduced in the coming months, the water heater business will provide
satisfactory contribution to the Group in the second half of the year.

The Group produces three types of water heaters, namely, electrical water
heaters, gas water heaters and solar power water heaters. Electrical water
heaters and gas water heaters are currently the predominant types of
water heaters sold in the PRC while the market share of solar power water
heaters is still insignificant. However, we are seeing significant market
potential for solar water heaters due to their environmentally friendly,
safety and energy efficient features. With our extensive experience and
expertise and strong emphasis on R&D, we believe we would be able to
take advantage of the growth opportunities in this market in the long run.

In recognition of our technology excellence, the Group’s patented PTOIO
technology ([5 & #& £ 4l7) , a safe care water heater technology, which
ensures users’ safety in case of electricity leakage, was included in the
2006 IEC standard proposal (IECEIBF 12 %42 %8) , and was further recognized
as the national standard in the PRC with effect from July 2007. Going
forward, the Group will follow its “safety-based products” philosophy in
the design of water heater products and continue to lead the industry in
safety technologies.

Outlook

The Group’s business is seasonal with traditionally winter being the peak
season and summer the low season, and historically about 55-60% of
revenue is generated in the second half of a financial year. For instance, in
the 2006 financial year, 57.5% of revenue was generated in the second
half of that year. With the continued booming Chinese economy resulting
in high consumer spending growth and the seasonable nature of this
business, the Directors are confident that the Group will continue to perform
well in the second half of 2007. Looking forward, with acquisition of the
remaining 30% interest in the front loading washing machine business
expected to be completed in the fourth quarter of 2007, this will further
streamline our corporate structure, enable more effective management
control and sharing of resources to improve operational efficiency, and
would therefore provide another area of long term profitability growth to
the Group.
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Management Discussion and Analysis (Continued)
Liquidity and Financial Resources

The Group has maintained a healthy financial and liquidity position with a
current ratio of 117% as at 30 June 2007 (as at 31 December 2006:
115%). As at 30 June 2007, the Group had a cash balance of HK$613
million (as at 31 December 2006: HK$627 million); bank and other
borrowings of approximately HK$185 million (as at 31 December 2006:
HK$137 million) of which approximately HK$59 million (as at 31 December
2006: HK$58 million) was due within one year and approximately HK$126
million (as at 31 December 2006: HK$ 79 million) was due within 1 to 2
years; and zero-coupon 3-year convertible notes (the “Convertible Notes”)
with a face value of HK$170 million (as at 31 December 2006: HK$170
million) and a liability element of HK$165 million (as at 31 December
2006: HK$162 million) and was due to mature on 27 January 2008.

Due to our focus on cashflow management, the Group has been able to
maintain a very strong cash position with a net cash balance (cash balance
less borrowings and Convertible Notes) of HK$263 million as at 30 June
2007.

There is no material effect of seasonality on the Group’s borrowing
requirements.

The Group had capital commitments amounting to HK$164 million as at
30 June 2007 (as at 31 December 2006: HK$252 million), comprising
authorised but not contracted capital commitments of HK$104 million and
contracted capital commitments of HK$60 million, which were mainly related
to construction cost and purchase of machinery for the expansion in
production capacity of the Group’s businesses.
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Management Discussion and Analysis (Continued)
Capital Structure and Gearing Ratio
Capital Reorganisation

Pursuant to a special resolution passed by the Company’s shareholders at a
special general meeting of the Company held on 7 March 2007, the
Company has undertaken a capital reorganisation involving capital reduction
and share consolidation effected on 8 March 2007 as summarized below:

(1) Capital Reduction: a reduction in nominal value of each of then issued
share from HK$0.1 to HK$0.01 by cancellation of HK$0.09 paid up
capital on each of then issued share.

(2) Share Consolidation: every 10 issued share of HK$0.01 each resulting
from the said capital reduction was consolidated into 1 share of
HK$0.1 each.

The details of the said capital reorganisation are set out in (a) two
announcements of the Company dated 24 January 2007 and 8 March
2007 respectively; and (b) a circular of the Company dated 6 February
2007.

Gearing Ratio

As at 30 June 2007, the Group maintained a gearing ratio (defined as total
borrowings plus Convertible Notes over net assets) of 38% (as at 31
December 2006: 37%).

Treasury Policies

The Group employs a conservative approach to cash management and risk
controls. Most of the Group’s receipts and payments are in Renminbi and
Hong Kong dollars. Cash is generally placed in short term deposits
denominated either in Renminbi or Hong Kong dollars. As at 30 June
2007, the Convertible Notes were denominated in Hong Kong dollars and
most of the Group’s borrowings were denominated in Renminbi and were
principally made on a floating rate basis. Foreign currency risk is not
significant as liabilities in Renminbi will be matched by the Group’s earnings,
most of which are also denominated in Renminbi. The Group does not
have any significant interest rate risk, as the current interest rate in the
PRC stays at low level and is relatively stable. The Group does not have any
financial instruments for hedging purposes.
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Management Discussion and Analysis (Continued)
Employees and Remuneration Policy

The total number of employees of the Group as at 30 June 2007 was
approximately 13,400, representing an increase of approximately 72% as
compared to 31 December 2006, which was mainly due to the Group’s
establishing its own sales and distribution channel for domestic sales of
front loading washing machines and water heaters with effect from 1
January 2007 upon completion of the Asset injection.

The Group ensures that the remuneration packages for its employees are
competitive and employees are generally remunerated with a fixed monthly
income, which are normally reviewed on an annual basis, plus discretionary
performance bonuses. The Group maintains a share option scheme as an
incentive to attract and retain talented employees. As at 30 June 2007,
there were outstanding share options entitling the grantees to subscribe
for 8.7 million new shares of the Company.

Material Acquisition and Disposal of Subsidiaries and Associates

Subsequent to the balance sheet date on 4 September 2007, the Group
entered into agreements to acquire the remaining 30% interest in Haier
Indesit (Qingdao) Washing Machine Co., Ltd. and Haier Indesit (Qingdao)
Electrical Appliance Co., Ltd., which are engaged in the manufacture and
sale of front loading washing machines, from Indesit Group, for an
aggregate consideration of Euro 14,310,000 (approximately
HK$151,686,000). Subject to the fulfilment of all conditions precedent,
the acquisition is expected to be completed in the fourth quarter of 2007.

Purchase, Sale or Redemption of Listed Securities of the Company

Neither the Company, nor any of its subsidiaries had purchased, sold or
redeemed any of the listed securities of the Company during the period.

Corporate Governance Practices
The corporate governance practices adopted by the Company throughout

the period of six months ended 30 June 2007 were consistent with those
disclosed in the Company’s 2006 Annual Report.
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Management Discussion and Analysis (Continued)

Compliance with Code on Corporate Governance Practices of the
Listing Rules

As at 30 June 2007, the Company has complied with the majority of the
applicable code provisions (the “Code Provision(s)”) and principles under
the Code on Corporate Governance Practices (the “CG Code"”) as set out
in Appendix 14 to the Rules Governing the Listing of securities (the “Listing
Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), except for the following deviations:

Under the Code Provision A.2.1, the roles of chairman and chief executive
officer ("CEOQ") should be separate and should not be performed by the
same individual. The Company does not currently have any person holding
the title of CEO. Ms. Yang Mian Mian is the chairman of the Board and is
also performing the functions of CEO. The Board meets regularly to consider
major matters affecting the business and operation of the Group. The
Board considers that this structure will not impair the balance of power
and authority between the Board and management and believes that this
structure enables the Group to make and implement decisions promptly
and efficiently.

Under the Code Provision A.4.1, non-executive directors should be appointed
for specific terms, subject to re-election. Currently, the independent non-
executive directors of the Company are not appointed for a specific term
but are subject to retirement by rotation and re-election at the annual
general meeting of the Company in accordance with the Company’s Bye-
laws. As such, the Board considers that sufficient measures have been
taken to ensure that the Company’s corporate governance practices are no
less exacting than those set out in the CG Code.

Under the Code Provision E.1.2, the chairman of the board should attend
the annual general meeting. The Chairman of the Board did not attend the
2007 annual general meeting of the Company as she had overseas business
trip at that time.

Model Code for Securities Transactions by Directors

The Company has adopted a Model Code for Securities Transactions by
Directors (the “Haier Electronics Model Code”) on no less exacting terms
than the Model Code for Securities Transactions by Directors of Listed
Issuers set out in Appendix 10 to the Listing Rules. Upon enquiry by the
Company, all directors of the Company have confirmed that they have
complied with the required standard as set out in the Haier Electronics
Model Code throughout the period of six months ended 30 June 2007.
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Management Discussion and Analysis (Continued)

Audit Committee

The Company has established an audit committee comprising three
independent non-executive directors of the Company. The audit committee
had reviewed with the management the accounting principles and practices
adopted by the Group and discussed internal controls and financial reporting
matters including the review of the unaudited condensed consolidated
interim financial statements of the Group for the six months ended 30
June 2007.

Appreciation

| would like to take this opportunity to thank all my fellow directors and
staff for their dedicated services, contributions and support during the
period.

By Order of the Board of
Haier Electionics Group Co., Ltd.
Yang Mian Mian
Chairman

Hong Kong, 24 September 2007
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Disclosure of Interests
Interests of Directors

As at 30 June 2007, the interests and short positions of the directors and
the chief executive of the Company in the shares (the “Share(s)”), underlying
Shares and debentures of the Company or shares, underlying shares and
debentures of any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong) (the “SFO") as recorded in the register required to be kept
by the Company under section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to Part XV of the SFO or
the Model Code (the “Model Code”) for Securities Transactions by Directors
adopted by the Company on 29 December 2004, which is on no less
exacting terms than The Model Code for Securities Transactions by Directors
of Listed Issuers as set out in Appendix 10 to the Listing Rules, were as
follows:

Long positions in the underlying Shares — Share options outstanding under
the share option scheme adopted by the Company on 28 February 2002:

S E
# B i

R_ZEZLFA=1+H ' ZEAQFRE
EREEBIES71 BEH RBEEG ([FEH
FEREEB]) 352 KR EFE 2 &Lt
Frmtsk kAR A R R ARIBE R AR
BRAIEXY BEIARARFTRZZTZTNFE+=
AZT+HhBERMEERERTER TR
AIFt 8510 PRz ET AR ZEFHETHES
REMBEFAUZEFETIESF R HE
A<pR| (MRESFA) IER - AARES
RERTEABMEEHNAR ARG ([
ml) ~ FERARR (5 K (5 RE 38 sk A (R (AT AR B
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RITENBERE

Number of share options

BREHE
Exercise Outstanding Outstanding Approximate
price per as at Exercised as at percentage
Exercisable Share 1 January during 30 June of total
Name of Director Date of grant period HKS 2007 the period 2007 shareholding
BREA R-BELF R-BEtE 15 &
fTEE -A-H ~AA=TAH BEZBY
Expg REAH T B i# R AT Mt Ie) K AT At
Mr. Wu Ke Song 19/11/2002 19/11/2003- 1.50 1,000,000 (1,000,000) — —
RREREE 18/11/2007
Mr. Chai Yong Sen (Note 1) 19/11/2002 19/11/2003- 1.50 1,000,000 (1,000,000) — —
SOKREE (Hizt1) 18/11/2007
Mr. Liang Hai Shan 19/11/2002 19/11/2003- 1.50 1,000,000 (1,000,000) — —
2EIEE 18/11/2007
Mr. Cui Shao Hua 19/11/2002 19/11/2003- 1.50 1,000,000 (1,000,000) — —
EVERAE 18/11/2007
Mr. Fung Hoi Wing, Henry (Note 2) 16/08/2002 16/08/2003- 1.56 100,000 (100,000) — —
RREELE (K2 15/08/2007
4,100,000 (4,100,000) — —
Notes: Htat -
1. Mr. Chai Yong Sen has resigned as executive director of the Company on 1. HAREEER-ZEELF_A+H
15 February 2007. HEFERRRIZMITES
2. Mr. Fung Hoi Wing, Henry has resigned as independent non-executive director 2. BBRTEERZTTLEAZT

of the Company on 21 June 2007. —HEEARRZBILIERTES °

Save as disclosed above, as at 30 June 2007, none of the directors and the
chief executive of the Company and their respective associates had any
interests and short positions in the Shares, underlying Shares and debentures
of the Company or shares, underlying shares and debentures of any of its
associated corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept by the Company under section
352 of the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to Part XV of the SFO or the Model Code.

Interim Report 2007

BREXHBEEN  RZFBELFER
A=1H BARAREBEESFRHPE
RPIE352RREFE 2 B M Frac sk
HARA RBRARIERES RS K
BISEXV BHARETRIFAER - AR A
EF ERTBAEREES B/
BATYEHEAARARND - HERK
fn REREE R EAEEEE (EX R
ErRHPERGIZEXV ZB) 2G5 - 18
B R ERENEAER AR

Haier Electronics Group Co.,

ic}
]
Eﬁé
2
&
|
PR
/A
=i

DfF 4 S 0l 4 | 1




I 3> S5t O 4 )

z
F
+
£
h
i
£l
&

Disclosure of Interests (Continued)

Interests of Substantial Shareholders

As at 30 June 2007, the following shareholders of the Company (other
than the directors or the chief executive of the Company) had interests or
short positions in the Shares or underlyings Shares as recorded in the
register required to be kept by the Company under section 336 of the SFO:

EaiRE (E)

FERRES

R-FZTLFXRA=1H"

BARBRIE

BAENMBEKEAEI6CIKBEFEZER
METaesE » AARINUTHRE (KA alES
S ITERA BRRIN) %A B (03 HE 8k

MZERIORE -

Long positions in the Shares: R ZHE -
Approximate
Number of percentage
Shares of total
Name of Shareholder Notes interested shareholding
BEEER HREEEZ
REEZH i iF Z R EE BHABED L
Qingdao Haier Collective Asset Management SEEREEBEE
Association (“Haier Collective Asset Management”) EERE ([EBR
SREEETR]) 1 1,459,042,593 78.67
Haier Group Corporation (“Haier Corp”) BREELE (BB
SE2QR]) 2 1,459,042,593 78.67
Qingdao Haier Investment and Development SEEREEERE
Co., Ltd. (“Haier Investment”) AR A A
(IEmMIEE]) 3 1,459,042,593 78.67
Deutsche Bank Aktiengesellschaft (“Deutsche Bank") EERBEIT
(MEEERTD 4 1,264,598,149 68.19
Qingdao Haier Group Holdings (BVI) Limited SEEREEER
(“Haier BVI") BVER A A
([®@BvI) 5 939,792,593 50.67
Haier Electrical Appliances Third Holdings (BVI) Limited ;ﬁﬁﬁ?é%%%’_&
("Haier Third BVI") BVNE R A
(ff@ﬁ%%EBVIJ) 100,000,000 5.39
Short positions in the underlying Shares: HHERGZHEE :
Number of Approximate
underlying percentage
Shares of total
Name of Shareholder Note interested shareholding
BEREREZ hREAEZ
REREB Kz  HERGEE BABESHE
Deutsche Bank EEERT 4 392,677,482 21.17
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Disclosure of Interests (Continued)

Interests of Substantial Shareholders (Continued)

EEKE (&)

TERRES ()

Long positions in the underlying Shares: HERGZIFE -
Number of Approximate
underlying percentage
Shares of total
Name of shareholder Note interested shareholding
BEERZ IEREREN
KRR AR Kzt HEBEROHAE BABD T
Haier BVI G BV 94,444,444 5.09
Notes: K&t

By virtue of the SFO, Haier Collective Asset Management was deemed to be
interested in (i) 336,600,000 Shares held by its non-wholly owned subsidiary,
namely Haier Investment; (ii) 82,650,000 Shares held by Haier Investment’s
indirect non-wholly owned subsidiary. In addition, as Haier Investment was
acting in concert with Haier Corp and both Haier BVI and Haier Third BVI are
non-wholly owned subsidiaries of Haier Corp, Haier Collective Asset
Management was also deemed to be interested in an aggregate of
939,792,593 Shares held by Haier BVI as stated in note 5 below and
100,000,000 Shares held by Haier Third BVI pursuant to the SFO.

Ms. Yang Mian Mian, Mr. Wu Ke Song and Mr. Liang Hai Shan, the executive
directors of the Company, are also members of the board of management of
Haier Collective Asset Management.

As both Haier BVI and Haier Third BVI are the non-wholly owned subsidiaries
of Haier Corp, Haier Corp was deemed to be interested in an aggregate of
939,792,593 Shares held by Haier BVI as stated in note 5 below and
100,000,000 Shares held by Haier Third BVI pursuant to the SFO.

Furthermore, as Haier Corp was acting in concert with Haier Investment,
Haier Corp was deemed to be interested in 336,600,000 Shares held by
Haier Investment and 82,650,000 Shares held by a non-wholly owned
subsidiary of Haier Investment.

Ms. Yang Mian Mian, Mr. Wu Ke Song and Mr. Liang Hai Shan, the executive
directors of the Company, are also members of the management committee
of Haier Corp.
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Disclosure of Interests (Continued)
Interests of Substantial Shareholders (Continued)

Notes: (Continued)

3. Haier Investment was holding 336,600,000 Shares and was deemed to be
interested in 82,650,000 Shares held by its indirect non-wholly owned
subsidiary and an aggregate of 939,792,593 Shares held by Haier BVI as
stated in note 5 below and 100,000,000 Shares held by Haier Third BVI
pursuant to the SFO by reason of its acting in concert with Haier Corp.

Ms. Yang Mian Mian and Mr. Cui Shao Hua, the executive directors of the
Company, are also directors of Haier Investment.

4. Deutsche Bank has a long position in 1,264,598,149 Shares. In addition, it
has a short position in 392,677,482 underlying Shares (the “DB Shares”)
acquired pursuant to an agreement dated 16 November 2005 entered into
between Deutsche Bank and CCT Telecom Holdings Limited. In addition,
pursuant to a subscription agreement dated 16 November 2005 entered into
between Deutsche Bank and Haier BVI, Haier BVI agreed to issue and Deutsche

m Bank agreed to subscribe for warrants in respect of the 392,677,482 DB
Shares which, upon exercise, will entitle the holder to put such Shares to
Haier BVI.

5. Haier BVI was holding 452,670,667 Shares. In addition, Haier BVI was acting
in concert with Deutsche Bank pursuant to an undertaking letter dated 5
January 2006 executed by Haier BVI and Deutsche Bank, pursuant to which
Deutsche Bank agreed that, unless otherwise agreed and subject to the
exceptions set out therein, Deutsche Bank will not sell or dispose of any of
the 392,677,482 DB Shares (as defined in note 4 above). Accordingly, Haier
BVI was deemed to be interested in the DB Shares pursuant to the SFO.

Haier BVI was also interested in 94,444,444 underlying Shares under the
convertible notes as part of the consideration pursuant to an agreement
dated 5 March 2004 entered into between Haier Corp, Haier Investment and
the Company respectively.

Ms. Yang Mian Mian and Mr. Wu Ke Song, the executive directors of the
Company, are also directors of Haier BVI.

I 3> S5t O 4 )

Save as disclosed above, as at 30 June 2007, no other persons or
corporations (other than the directors or the chief executive of the Company)
had any interests or short positions in the Shares or the underlying Shares
as recorded in the register required to be kept by the Company under
Section 336 of the SFO.
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Share Option Scheme

The share option scheme adopted by the Company on 24 November 1997
and subsequently amended on 4 December 1997 (the “Old Share Option
Scheme”) has been terminated on 28 February 2002 and a new share
option scheme (the “New Share Option Scheme”) was adopted by the
Company on 28 February 2002 to comply with the new amendments to
the Listing Rules in respect of the share option schemes of a listed company.
As a result, the Company no longer grants any further share options under
the Old Share Option Scheme. As at 30 June 2007, there were no
outstanding options granted under the Old Share Option Scheme and there
were 8,700,000 share options remained outstanding under the New Share
Option Scheme. Based on these outstanding share options, the total number
of Shares that may be issued as at 30 June 2007 was 8,700,000,
representing approximately 0.47% of the issued share capital of the

BRESE

RAFR_BEE-—F - -+ BRI
—hWNtE+—A-+HBEFEAREER
—NNEF+ZAMABEET 2 ERETE
([EERETE])  TR=ZTT=_F_A
T\ BB AR T B ([3T B ARAE T
) ARFE EmARR AR WA R ERE
srElZEEET - At - AARITHREE
BRETEREERE RZTTLFN
A=+H BMEREEERETEREM
W ARATE 2 AR - mAR R B AR S 2
Il %5 8,700,00017 i8R 1718 2 FE AR #E - &
ZEMAITE 2 BREGTE  RZTT L
FARA=TH  FAleeBEETZRMDEBE

/#8,700,0000% + HER A QR E EITHR
KH#0.47% °

Company.
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Details of the movements of share options under the New Share Option
Scheme during the period between 1 January 2007 and 30 June 2007
were as follows:

Number of share options

BREHE
Exercise
price Outstanding
per Share as at Granted Exercised as at
Name/category of Date of grant Exercisable HK$ 1 January during during 30 June
participants (Note 1) period (Note 2) 2007 the period the period 2007
SRR G
THE RZZ2BLHE R=ZBEtHE
2HE RHAH BT —-RA-B ~A=1H
&8/ 85 (K1) Gk (Hfet2) i R AT B MR & BRTE 18 K 47 2
Executive directors
HTES
Mr. Wu Ke Song 19/11/2002 19/11/2003- 1.50 1,000,000 - (1,000,000) =
BRiREE 18/11/2007
Mr. Chai Yong Sen (Note 3) 19/11/2002 19/11/2003- 1.50 1,000,000 = (1,000,000) =
SRR & (H7E3) 18/11/2007
Mr. Liang Hai Shan 19/11/2002 19/11/2003- 1.50 1,000,000 — (1,000,000) —
2ELEE 18/11/2007 %
Mr. Cui Shao Hua 19/11/2002 19/11/2003- 1.50 1,000,000 - (1,000,000) = 2@
ELERL 18/11/2007 T
4,000,000 — (4,000,000) — g
Independent non-executive F=)
director R
BUFHTES UN
Mr. Fung Hoi Wing, Henry (Note 4) 16/08/2002 16/08/2003- 1.56 100,000 = (100,000) = Gl
BRBRELE (Hatd) 15/08/2007 »
Other participants §
HitgmE 95
In aggregate 16/08/2002 16/08/2003- 1.56 22,650,000 = (13,950,000) 8,700,000 £
&t 15/08/2007 i
]
26,750,000 — (18,050,000) 8,700,000 ;ﬁ
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Share Option Scheme (Continued)

Notes:

The vesting period of the share options is from the date of grant until the
commencement of the exercisable period.

The exercise price and number of share options have been adjusted as the
capital reorganization of the Company involving capital reduction and share
consolidation has been effective from 8 March 2007. The details of which
are set out in (a) two announcements of the Company dated 24 January
2007 and 8 March 2007 respectively; and (b) a circular of the Company
dated 6 February 2007.

Mr. Chai Yong Sen has resigned as executive director of the Company on
15 February 2007.

Mr. Fung Hoi Wing, Henry has resigned as independent non-executive director
of the Company on 21 June 2007.

No share options were lapsed or cancelled under the New Share Option
Scheme during the period.

During the period, the weighted average closing price per Share as quoted
on the Stock Exchange immediately before the dates on which the share
options were exercised was HK$2.575.
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