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Corporate Profile

Haier Electronics Group Co., Ltd. (Stock code: 01169)
(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. In March 2008, the Financial Times once again
added Haier to its list of Top 10 Chinese Global Brand
Names with survey respondents ranking Haier number one
in terms of product quality, trust, innovation, management
and branding. In May 2008, Haier ranked 13th on Forbes’
Reputation Institute Global 200 list. Haier is also an official
sponsor of the 2008 Beijing Olympic Games for white goods
home appliances.
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Corporate Information

Board of Directors

Executive Directors
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Mr. LIANG Hai Shan

Mr. CAO Chun Hua

Mr. CUI Shao Hua

Mr. SUN Jing Yan

Independent Non-executive Directors
Mr. WU Yinong

Mr. YU Hon To, David

Dr. LIU Xiao Feng

Principal Board Committees
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Mr. YU Hon To, David (Committee Chairman)
Mr. WU Yinong

Dr. LIU Xiao Feng
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Mr. WU Yinong (Committee Chairman)
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Dr. LIU Xiao Feng
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Qualified Accountant & Company Secretary
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Legal Advisors

As to Hong Kong Law
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As to Bermuda Law

Conyers Dill & Pearman
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Principal Banker in Hong Kong

Industrial and Commercial Bank of China (Asia) Limited

Nanyang Commercial Bank, Ltd.
Principal Banker in the PRC

China Construction Bank Corporation
Auditors

Ernst & Young

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

Principal Share Registrar and Transfer Office

Codan Services Limited
Clarendon House
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Hamilton HM 11
Bermuda
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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:
01169

Website
www.haier-elec.com.hk
Investor Relations Contact

Elite Investor Relations Limited

12/F, Wilson House, 19-27 Wyndham Street

Central, Hong Kong

Telephone Number (852) 3183 0225

Fax Number . (852) 2155 9165

E-mail Address jonathan.kiu@elite-ir.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 2008 together with comparative figures
for the corresponding period in 2007. 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 2008

B
&

BRAEREBEERAR(ARRA]DE
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BE _FENFANA=FHIENEA

For the six months

REVENUE U 35
Cost of sales HERR
Gross profit E7
Other income and gains Hi A\ T Was
Selling and distribution costs HERDHKA
Administrative expenses THER
Other expenses Hit B
Finance costs N
PROFIT BEFORE TAX BRBE AR F
Tax A
PROFIT FOR THE PERIOD HRER
Attributable to: &1t
Equity holders of the parent HARRERAA
Minority interests DY RS

DIVIDEND PER SHARE SRKRE

Interim dividend AR S

Special interim dividend Rl EIRR B
EARNINGS PER SHARE ATTRIBUTABLE B ARIEEREZEA

TO ORDINARY EQUITY HOLDERS EiEERET

OF THE PARENT

Basic B-WN

Diluted s

ended 30 June
BZAA=1HLAEAR

2008 2007
—ZZN\F TR
Notes HK$’000 HK$ '000
Kz FET FET
(Unaudited) (Unaudited)
(REER) (RigBEZ)
3 5,307,063 3,583,914
(3,782,032) (2,481,089)
1,525,031 1,102,825
4 15,267 15,933
(1,070,957) (746,736)
(311,034) (241,797)
- (2,020)
5} (8,031) (9,660)
6 150,276 118,545
7 (14,816) (82,242)
135,460 86,303
128,317 72,465
7,143 13,838
135,460 86,303

8
2.00 HK cents &l —
2.00 HK cents 1l —
4,00 HK cents %l —

9
6.62 HK cents %4l 3.93 HK cents Jfll
6.60 HK cents &l 3.91 HK cents 7l
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Condensed Consolidated Balance Sheet

30 June 2008

NON-CURRENT ASSETS
Property, plant and equipment
Prepaid land premiums
Intangible assets

Deferred tax assets

Total non-current assets

CURRENT ASSETS

Inventories

Trade and bills receivables

Prepayments, deposits and other
receivables

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade payables

Tax payable

Other payables and accruals

Interest-bearing bank and other
borrowings

Convertible notes

Provisions

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

Haier Electronics Group Co., Ltd.
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30 June 31 December

2008 2007

—EBN\F —ETLF
AA=+RA +=A=+—H

Notes HK$’000 HK$’000
Mzt FET FET
(Unaudited) (Audited)
(REEX) (&%)

10 780,276 758,236
81,567 77,745

1,183 1,484

19,623 49,506

882,649 886,971

522,687 658,534

11 1,357,765 1,347,026
231,195 178,255

465,341 595,426

2,576,988 2,779,241

12 599,906 1,082,041
81,236 104,269

1,035,387 1,013,902

- 62,032

13 - 169,344
94,243 63,898

1,810,772 2,445,486

766,216 333,755

1,648,865 1,220,726




Condensed Consolidated Balance Sheet

(Continued)
30 June 2008

NON-CURRENT LIABILITIES

Interest-bearing bank and other
borrowings

Provisions

Total non-current liabilities
Net assets

EQUITY

Equity attributable to equity holders
of the parent

Issued equity

Equity component of convertible
notes

Reserves

Minority interests

Total equity

FRBEE
AHRRTTREMEE

A

FRBRIERER

BEFE

i

S ARIBEREA
FEAh TE2S

EEITHS

QEcres: iy Sative)

v

HRREEERERE)

—EFENFNA=FH

30 June 31 December

2008 2007

—EBN\EF —ETLF

RA=tH +=ZA=+—H”H

Notes HK$’000 HK$’000
Htat FEr FET
(Unaudited) (Audited)
(REEXK) (==

162,691 152,941

155,627 125,661

318,318 278,602

1,330,547 942,124

14 1,440,305 1,248,210
14 - 22,094
14 (217,873) (422,904)
1,222,432 847,400

14 108,115 94,724
1,330,547 942,124
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Condensed Consolidated Statement of

Changes in Equity
For the six months ended 30 June 2008

Total equity at 1 January

Changes in equity during the period B~ #E25 B &)
Exchange realignment ME W, S8

Total income and expense

recognised directly in equity ERRE
Profit for the period B3 A
Total income and expense for the HARIM A KR & R 1258
period
Dividends to minority interests IR T OB RERZ
i3S
Exercise of share options Gt
Conversion of convertible notes HIR AR =S

Total equity at 30 June

Total income and expense for the RN A R B FRERE -
period attributable to: FER :
Equity holders of the parent B RAIRERA A
Minority interests LYRRER

Haier Electronics Group Co., Ltd.
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For the six months
ended 30 June
BZA~A=1+HIEAEA

2008 2007

—EENF —_TTAF

Notes HK$’000 HK$’000
Hfat FHET FET
(Unaudited) (Unaudited)
(REEX) (REEEZ)

942,124 798,567

14 82,963 22,795
82,963 22,795

14 135,460 86,303
135,460 86,303

14 — (13,011)
14 — 27,918
14 170,000 —
1,330,547 922,572

128,317 72,465

7,143 13,838

135,460 86,303




Condensed Consolidated Cash Flow EHHSEESEERER
Statement
For the six months ended 30 June 2008

NET CASH OUTFLOW FROM OPERATING

ACTIVITIES

NET CASH INFLOW/(OUTFLOW )FROM

INVESTING ACTIVITIES

NET CASH INFLOW/(OUTFLOW) FROM

FINANCING ACTIVITIES

NET INCREASE/(DECREASE) IN CASH

AND CASH EQUIVALENTS

Cash and cash equivalents at beginning of

period

Effects of foreign exchange rate changes,

net

CASH AND CASH EQUIVALENTS AT END

OF PERIOD

ANALYSIS OF BALANCES OF CASH AND

CASH EQUIVALENTS
Cash and bank balances

Time deposits with original maturity of
less than three months when acquired

BE _FENFANA=FHIFNEA

For the six months
ended 30 June
BZA~A=1+HIEAEA

2008 2007
—EENFE —ETF
HK$°000 HK$’000
FET FET
(Unaudited) (Unaudited)
(REBER) (REEZ)
KA CRERHBEE
(85,819) (25,104)
BRETHZ2RERAGRE)
FE (22,801) 60,131
BMETBH2RERAGRE)
HEE (52,282) 70,511
RERBLEEEBEE 2%mM
(R4 ) F5E (160,902) 105,538
BuzBReMIReEEER
595,426 398,802
RSB LR
30,817 6,655
HRz2HEERESEEER
465,341 510,995
HeRBREEEEEZ
EER DT
Be MIRTTHEH 324,266 441,872
REMRREE B =187
A EIH 2 7F BT 5K 141,075 69,123
465,341 510,995
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Notes to Condensed Consolidated Interim
Financial Statements
30 June 2008

1.

Basis of preparation

The condensed consolidated interim financial statements
include the financial statements of the Group for the period
ended 30 June 2008. The results of the subsidiaries are
consolidated from the date of acquisition, being the date
on which the Group obtains control, and continue to be
consolidated until the date that such control ceases. All
significant intercompany transactions and balances within
the Group are eliminated on consolidation.

Minority interests represent the interests of outside
shareholders not held by the Group in the results and net
assets of the Company’s subsidiaries. An acquisition of
minority interests is accounted for using the entity concept
method whereby the difference between the consideration
and the net book value of the share of the net assets
acquired is recognised as an equity transaction.

Accounting policies

The condensed consolidated interim financial statements
are prepared in accordance with Hong Kong Accounting
Standard (“HKAS”) 34 “Interim Financial Reporting” issued
by The Hong Kong Institute of Certified Public Accountants
(“HKICPA”). The accounting policies and basis of preparation
adopted in the preparation of the interim financial statements
are the same as those used in the annual financial
statements for the year ended 31 December 2007, except
that the Group has in the current period applied, for the first
time, the following new and revised Hong Kong Financial
Reporting Standards (“HKFRSs”), HKASs and Interpretations
(hereinafter collectively referred to as “new HKFRSs”)
issued by the HKICPA. The adoption of these new HKFRSs
has had no significant impact on the Group’s condensed
consolidated interim financial statements.

HK(IFRIC)-Int 11 HKFRS 2 — Group and Treasury Share

Transactions

HK(IFRIC)-Int 12 Service Concession Arrangements

HK(IFRIC)-Int 14 HKAS 19 — The Limit on a Defined
Benefit Asset, Minimum Funding

Requirements and their Interaction

R B4R & A B B R R A

—EENFNA=TH

1.

mAEE

FRGATHMBRREEASER
E_TENFRNA=+HIEHBMZAH
BHER - MEARZEEBWERH
(AIAEERBIEHEER)BEEA
Y- ERAEEREWNERLE
BARLL - AEEAMBERERZERN
RHRBEHRONFERERHE -

PHBRRERELIFAAREREZ
SMEIBR R EME AR R BB AR 2 %48
REEFE D - WEDBRRE
SABEEHORINE - Bt - KER
DEEBEEFECREFEZER
HERABRERS -

BEBE

ERGATHMBRRVIZREES
FEAS((EREEAE)HEMZ
FEETENTEBGTER])FE34
SR ERE R - BT
BHREMRMAZETBRRMRREE
HEBEE_TTLFET_A=1T—81Lt
FEZFEVBHRERMEABERR
HEREEERAHEERERATE
BT A G R ZH R BT &
BUBREENTEEMBREE
A1) - EREEARBRECATRE
[FBEBPBWMEED]) - AU FH
TRV BREENHAEE 2 HALR
BT BHRRL EEXRTAERY
2,

5 (BB 7% BB IS RE %R
FE3RAER]) Fo% — &8
— REE11%R FEFERH RS

BB (BB FEEr RIS HE L BE
FE3RAER)

— ZREE12%

&5 (BB 7% AR ERT LR
[E R 2ERI) F195 — RE
— REBE145% FIRmEEZ

Rl EES
ERMAE 2
B HRFR



Notes to Condensed Consolidated Interim
Financial Statements (Continued)

2.

Accounting policies (Continued)

The Group has not applied the following new and revised
HKFRSs that have been issued but are not yet effective, in
the interim condensed consolidated financial statements.

HKFRS 2 Amendments Share-based Payment — Vesting
Conditions and Cancellations'

HKFRS 3 (Revised) Business Combinations®

HKFRS 8 Operating Segments'
HKAS 1 (Revised) Presentation of Financial
Statements'

HKAS 23 (Revised) Borrowing Costs'

HKAS 27 (Revised) Consolidated and Separate

Financial Statements®

HKAS 32 and HKAS 1 Puttable Financial Instruments and
Amendments Obligations Arising on
Liquidation'

HK(IFRIC)-Int 13 Customer Loyalty Programmes®

Effective for annual periods beginning on or after 1
January 2009

Effective for annual periods beginning on or after 1 July
2008

Effective for annual periods beginning on or after 1 July
2009

The Group expects that while the adoption of the HKAS 1
and HKFRS 8 may result in new or amended disclosures,
these new/revised HKFRSs will not have any significant
impact on the Group’s financial statements in the period of
initial application.

& B 4R & o 2 B F SRR B RE (%)

B BREE)

REE R AR T AERES B RE
WIERA T3 2 B ERER 2R R
RET BB BREER -

EBMERE  DARRAD AT EREM
AERI 5 2 5% — BB RS
(BFTA)

BEMBHRE EHEHC
HERI 25 3 5%

(&Y5ET)

EBVHRE KEHHE'
AERI| 5 8 5%

BB GER HBBRRZIER'
F15

(&453T)

HEGER EERAK

F 235k

(&1&37])

EBGHEL SKARBYMBHREK®
F 275

(84537

EFLTEL AEREBMIAR
FEI2HK TBREEAZEMT
F15

(BFTA)

55 (BERT% TR AHETE?

[E R 2ERI)

— e

F 135k

' RZETAF-A—HAAERR

ZEREHRAER
PRIZEENFLA-HIAERR
ZEE R AR
P RITBEAF LA - BRUNERFRSR
ZERE B AR

AEEEH BERNTE G ER
F1RRBRBU B RELERFE IR AL
BHHRESRETRESR  EULF
A/ IRERT BRI B REERHT
SHERERMREZASENBRE
BEREMNERTE -
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Notes to Condensed Consolidated Interim
Financial Statements (Continued)
3. Segment information

The Group’s operating business are structured and managed
separately according to the nature of their operations and
the products they provide. Each of the Group’s business
segments represents a strategic business unit that offers
products which are subject to risks and returns that are
different from those of the other business segments. The
following table presents revenue and results for the Group’s
primary segments.

For the six months ended 30 June

& BA 4R & o 2 B # SRR B RE (%)

DEER

AREEZBERETIREETEIA R
REEREEABIOMAERE - K
SEZEBSBER —BERBUEEE
B PR EmAR EEMER D
BITRAZEABREFETRAZE K-
TREJNAGEETEDBEZHERE

BEAA=THLEAEA

Washing machine business ~ Water heater business ~ Corporate and others Consolidated
RRERR BxEEH ARRAM e
2008 2007 2008 2007 2008 2007 2008 2007
“EE\E ZERHF CER\E CTRLE CEE\E ERHE CER\E ERE
HK$'000 ~ HK$'000  HK$'000  HK$'000  HK$'000 HK000  HKS'000 — HK$'000
241 TAT FA1 773 FEr 748 Fr TET
(Unaudited) ~ (Unaudited) (Unaudited)  (Unaudited) (Unaudited) (Unaudited) (Unaudited)  (Unaudited)
(xEEn)  (MEER)  (REER)  (REER)  (REER)  (REER)  (REER)  (REER)
Segmentrevenve  AEKE
Sales to external AIERPHE
customers 4,262,528 2888174 1,044,535 695,740 - - 5307063 3583914
Other revenue Etia 10,010 10,809 2,866 2,076 - - 12,876 12,885
Total st 4,212,538 2898983 1,047,401 697,816 - - 5319939 3596799
Segment results PExE 125130 108857 38,082 22,953 (7,308) (6653) 155916 125157
Interest income HEMA 2,391 3,048
Finance costs HEARA (8,031) (9,660)
Profit before tax AR 150,276 118,545
Tax il (14,816) (32,242)
Proft for the period BB 135,460 86,303

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

4. Other income and gains

Compensation received from suppliers
Interest income for bank and other deposits
Government subsidies”

Gross rental income in respect of land and

buildings
Others

*

The government subsidies represented certain tax

refunds received from a relevant authority of Wuhan

Municipality.

Interest on bank and other loans wholly
repayable within five years

Interest on convertible notes (note 13)

Interest on deferred consideration payable

(note 15)

Finance costs

4.
Bt FER AR E
HRITREATF A EWA
BT HBh &~
T REFHE

WA 4a%E
HA

5.

H W AR s

& B 4R & o 2 B F SRR B RE (%)

For the six months
ended 30 June
BZAA=1tHIL~EA

2008 2007
—EBN\F —EETLEF
HK$°000 HK$’000
FHET FHET
(Unaudited) (Unaudited)
(REER) (REEEZR)
10,181 3,258
2,391 3,048
1,204 1,637

137 =

1,354 7,990
15,267 15,933

Y BAEREERETERE R

HZETER -

BERA

For the six months
ended 30 June
BZEANA=THILEAREAR

ARAFREBEEZRITR

H A B A S

AHARRRIBA S (Hit 13)
FEMIRERERE (HF 15)

2008 2007
—EEN\FE —TELF
HK$°000 HK$°000
FETT FET

(Unaudited) (Unaudited)
(REEX) (REEER)
7,375 2,491

656 3,795

- 3,374

8,031 9,660

| intenm moport 200s |
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Notes to Condensed Consolidated Interim
Financial Statements (Continued)

6. Profit before tax

& BA 4R & o 2 B # SRR B RE (%)

6. BRBLADEF

For the six months
ended 30 June

BEASA=THILEAEA

Profit before tax is arrived at after charging:  B&HATHAZ G T 51&18 -

Depreciation e
Recognition of prepaid land premiums
Loss on disposal of items of property,
plant and equipment E51E
Amortisation of intangible assets EREEEE

Tax

Current — Mainland China

Over provision from prior years FFE B
Deferred TR
Total tax charge for the year FARIAS AR

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 (2007: Nil).

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.

HERIRN LK
HEWE BERREEEZ

BIER — AREIARE

2008 2007
—EBN\F —ETLF
HK$°000 HK$’000
FHET FET
(Unaudited) (Unaudited)
(RBER) (REEHEZ)
45,851 39,406
1,106 808

1,607 —

236 177

For the six months
ended 30 June

BEASA=THLEAEA

2008 2007
—EEN\F ZETAF
HK$’000 HK$’000
FAET FET
(Unaudited) (Unaudited)
(REHFER) (CREEER)
5,640 27,022
(22,909) —
32,085 5,220
14,816 32,242

A AEEVETMREEEZE
ARt Al - B I AR R B S
BE(CETEF &) -

R EARKMBE(HE])HE M
BERTGE N 2 IR - HIREER T
BMEEmEHRIEEMSHR]) B X
AH - AEEETHEARERES
BMEEBFE  BRENRBEEMRS
B AR B & {8 2 6 2 AR R E A R
B2BHRLEXMEHR - YNHERE
B=FREHR50% BEMEH -

Haier Electronics Group Co., Ltd.
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Notes to Condensed Consolidated Interim

Financial Statements (Continued)

8.

Dividends 8.

The Board has resolved to declare an interim dividend
of HK2 cents (2007: Nil) per share and a special interim
dividend of HK2 cents (2007: Nil) per share for the six
months ended 30 June 2008. The interim dividend and the
special interim dividend will be paid to the shareholders
whose names appear on the register of members of the
Company at the close of business on Friday, 31 October
2008. The interim dividend and the special interim dividend
will be paid on or around Friday, 28 November 2008. As
the interim dividend and the special interim dividend are
declared after the balance sheet date, such dividends are
not recognized as liability as at 30 June 2008.

Earnings per share attributable to equity holders of 9.
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 that 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.

Earnings 7
Profit attributable to ordinary equity holders FBRFHEGREREFZ
of the parent, as used in the basic earnings & A &) E@RERE A

per share calculation FEf5 =
Interest on convertible notes (note 5) ARREEF B (A 5)

Profit attributable to ordinary equity holders — ZREt IR AR =48 F & A 2
of the parent before interest on convertible B Q& E@REREE A
notes FEAE 5 A

& B 4R & o 2 B F SRR B RE (%)

;3=\

E=ZSCHRATRBEE_TT/\FERX
A=t BIEREAZHBBREEER2E
I =FFLF : 8)REHTHERE
FBR2BI(ZZFTLF : &) - HHKR
ERFHTHBREHERE TR _ZTF
NETA=+—R(EHR)EXHERH
HEREFRIIADBBIREMZRE -
THEERENTHRERR _FTT
NFE+—A-+tN\R(EHR)HELA
IS o m R B S R R B HIAR
REERRER  MZBRELER—
TENFAA=TEERREE -

BARRESEARESRER

BEREABN 2B IREPAEG R
AEBERERE ARGENEHAAD
BITERRZMETHHAE -

FREERN B IREHAG D
A EBBERS A AR SN (KRN
RBRATBERERNE - @R ) E
(F2HTX)  sEMAZEBEM
BIEGEDANAESRERRF 2
AR BT EBRHRE - URBRRA
EITREAMAMEEEREERRS
gi@%ﬁﬁﬁﬁﬁéﬁzgﬁﬁbﬁ‘%?fﬂ

For the six months
ended 30 June
BZEAA=THLAEA

2008 2007
ZBEN\F —TTAF
HK$ HK$

Er BT
(Unaudited) (Unaudited)

(REER) (Ri&EZ)

128,317,000 72,465,000"
656,000 3,795,000
128,973,000 76,260,000
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Notes to Condensed Consolidated Interim

Financial Statements (Continued)

9. Earnings per share attributable to equity holders of

the parent (Continued)

Shares

Weighted average number of ordinary shares in
issue during the period, as used in the
basic earnings per share calculation
(as adjusted to reflect the consolidation of the
Company’s ordinary shares during the period

ended 30 June 2007)

Effect of dilution — weighted average number
of ordinary shares (as adjusted to reflect the
consolidation of the Company’s ordinary
shares during the period ended 30 June 2007):

Share options
Convertible notes

Total

& BA 4R & o 2 B # SRR B RE (%)

9. BARKRERAAERGLESRER(E)

Number of shares
For the six months
ended 30 June

R EE
BEARAZTHLAEAR
2008 2007
—EEN\F —ETLF
(Unaudited) (Unaudited)
(REEX) (REeER)
R
AR EGRERRF 2 BR
BEITE B INE T2
(ERBAR LB ZE

“ERLERASTHIE
HMABAREZ EBBRAH)

1,939,679,507 1,845,635,616

BEYE — TRRIETER

(AL RBEZE
—ETHFXNA=THIESR
BARE]ZEBREG) -
AR - 6,642,637
AR RE 14,088,398 94,444, 4447
14,088,398 101,087,081
st 1,953,767,905 1,946,722,697

The convertible notes were ignored in the calculation of

diluted earnings per share amount because the diluted
earnings per share amount would have increased when

taking convertible notes into account (i.e. anti-dilutive
effect). Therefore, diluted earnings per share amount
was based on the profit for the six months ended 30
June 2007 of HK$72,465,000 and the weighted average
of 1,852,278,253 ordinary shares in issue during that

period.

1 6 Haier Electronics Group Co., Ltd.

BREREEEFRAA

fOBAREET AT RBREEE - S
ERAMNSEEME NI REESY
2) T ERNEEREERT
CREREH AR ERMUEE -
It SREERMNSBENREES
—EEFERNA=ZTHIEAEA R
F72,465,00078 7T X BN E % 1T
AR N E 9 201,852,278,253
METE -



Notes to Condensed Consolidated Interim
Financial Statements (Continued)

10.

1.

Property, plant and equipment

During the six months ended 30 June 2008, the Group
incurred construction costs for production plants
and purchased fixed assets of HK$10,520,000 and
HK$12,282,000, respectively (2007: HK$46,573,000
(unaudited) and HK$23,856,000 (unaudited), respectively).
During the six months ended 30 June 2008, the Group
disposed of fixed assets of HK$1,607,000 (2007:
HK$2,020,000 (unaudited)).

Trade and bills receivables

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:

Trade receivables: JFEUE S BRFK -
Within 1 month 18 AR
1 to 2 months 1ZE2MEA
2 to 3 months 2Z&3f@A
Over 3 months HBiE3{E A
Bills receivable W =%

Included in the Group’s trade and bills receivables are
amounts due from subsidiaries and associates of Haier
Group Corporation (“Haier Corp”) and Qingdao Haier
Investment and Development Co., Ltd. (“Haier Investment”)
(collectively referred to as “Haier Group”) (“Haier Affiliates”)
amounting to HK$447,270,000 (31 December 2007:
HK$219,957,000)), 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 15.

& B 4R & o 2 B F SRR B RE (%)

10.

11.

¥ BERRE

HE-_ZZNFEFNA=ZTHILAE
A AEBEREERE ZEER
ARWEERETEEZRAD B A
10,520,000/ 7T & 12,282,000/ JT
(ZZ2 T+ F: 9 5l &£46,573,000
7 TR 48 | % ) 123,856,000 7T
(AEER)) - BHE-_ZZN\F XA
=tHAEAEA AEBEEREE
& E1,607,0008 T(ZFZF £ F:
2,020,000 78 7T (REEEZ) ) ©

EHESRARRE

AEE-—METHESEFFH30H
ZOORZEEH REEHERKES
IRR(BINBREE) 2 RRIZEZAH
DHTIAT -

30 June 31 December
2008 2007
—E2ENE T F
~A=1+H +=A=+—H
HK$’000 HK$’000
FET FET
(Unaudited) (Audited)
(REER) (& EZ)
491,795 404,318
73,688 64,244
39,419 40,950
84,806 54174
689,708 563,686
668,057 783,340
1,357,765 1,347,026

AEEZREKESGERRZEEREDIER
WEBEBEAR(EEEELA]) &
SEERRERRERAREHE
BEDNHBSBREE])ZHE A A
FEERNR(EREEB AL]) KE
447,270,000 L(ZEZEtF+ = A
=+—H :219,957,000/8 7T ) * &K
BEEBKTFAEBEEERFAEZ
FERREE - BElRZSHEEAL
SHE 7 H MBI E5 -
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Notes to Condensed Consolidated Interim
Financial Statements (Continued)

12.

13.

Trade payables

An aged analysis of the trade payables as at the balance
sheet date, based on the invoice date, is as follows:

Trade payables: JE B SRR
Within 1 month 1B A A
1 to 2 months 12 218A
2 to 3 months 2Z&3f@A
Over 3 months B3 1E A

Included in the Group’s trade payables are amounts due to
Haier Affiliates amounting to HK$559,908,000 (31 December
2007: HK$1,008,252,000), 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 15.

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.

Haier Electronics Group Co., Ltd.

BREREEEFRAA

& BA 4R & o 2 B M SRR RE (%)

12.

13.

B E 5 R

REERRNESZRRZRERES
HEIDOMTAT :

30 June 31 December
2008 2007
—EENF T LF
R<A=t+H +=ZA=+—H
HK$°000 HK$’000
FETT FET
(Unaudited) (Audited)
(REEZ) (&E:Zz)
566,952 441,094
16,045 296,903
1,741 64,196
15,168 229,848
599,906 1,032,041

AEBZENESERBERN
73 B B B A T 3 18559,908,000 %
T ZEEF+=ZA=+—H:
1,008,252,00078 7T ) + #% s 18 78 ¥
AEBTEHERG THEZEER
HEE AHRZZEEEALREZ
HEh B SR TE15 -

ARERE

R-_ZZRF—A -+ N\H ' AAA
HEREBZHEARTESREE
TRBVVER AR ETASES X
260,000,000/ 7T Z Al R =4 o 7]
BREEFRE=F  FtFB -
EEREAEANEER_TTN\F—A
—ttRAAMFERAELEBRBERE NS
o 18 Tz R E(R T +F=
ANBRBRERZBOHEHMAREE
B18BT)BEEBLBR ARG L
Bk ERTREER  WEBRKREZ
FEEZE 2 ERMISH R E T
ERZAERAES -



Notes to Condensed Consolidated Interim
Financial Statements (Continued)

13.

14.

B4R & o 2 B B SRR B RE (%)

Convertible notes (Continued) 13. WEREE(E)
The fair value of the liability component of the convertible AMRERBERBS A FERET
notes was determined at the issuance date, using the AARRIEER (W ERKRE) ZE
prevailing market interest rate for similar debt without a W35 A & (4752 ) B E - W R A
conversion option of 4.75% and was originally carried as a REBEIR - FRH DR SEER
long term liability. The remaining portion was allocated to IRER R ERAR ZHARRE o PRETT
the conversion option that is recognised and included in BHE - ESHRZABRBRERZEER
shareholders’ equity. At the issuance date, the liability and w3 9 Bl 5226,210,000 7% 7T &
equity components of the convertible notes were split as to 33,790,000 7T ©
HK$226,210,000 and HK$33,790,000, respectively.
On 18 January 2008, the outstanding aggregate principal RZTFZENF—A+N\AH JBRKEE
amount of the convertible notes of HK$170 million were fully 1R 2 W K K48 7K € 42 %8170,000,000
converted, resulting in the issue of 94,444,444 additional BT 2B R % BB T
ordinary shares of the Company. Accordingly, there are 94,444,444 (% 7N > 7 B8 AN E i@ AR o
additions of share capital and premium of approximately bt B A R &5 i E 5 Bl N4y
HK$9 million and HK$183 million, respectively, and a 9,000,000 7% 7t & 183,000,000 7% 7T °
reduction in the equity component of the convertible notes MARRERZ #a i 5 R4
of approximately of HK$22 million. 22,000,000 7T °
Equity 14, &%=
Attributable to equity holders of the parent
BREREEEARL
Equity Retained
Capital component of profits/  Exchange
Issued  reduction Capital ~ convertible Merger Reserve (accumulated  fluctuation Minority Total
equity reserve reserve notes reserve funds losses) reserve Total interests equity
-1 TakEE fREEd/ HE 58
BRAEE  MEBE  EAGE  ZBEDR  AMBRE  HEEG  (RNBE)  REGE i  REEs  BnsE
HK$'000  HK$'000  HKS000  HKS'000  HKS000  HKS000  HKS'000  HKS000  HK$'000  HK$'000  HK$'000
Fér Fér Fér Fé1 Fér 7ET AT 7AT FAT FAT FAT
(note) (note) (note) (note) (note) (note)
W) ) (W) W) (77
At 1 January 2008 WEEE-A-B 1248211 (1,657866) 461,496 22,094 (546,765) 21,035 981,116 118,079 847400 94724 942,124
Bxchange reaignment 8% - = - - - - - 76,715 76,715 6,248 82,963
Totelincome and expense B REREZ 2N
forthe year recognised ~ A\RERiEE
directly in equity 1248211 (1,667,866) 461,496 22,094 (546,765) 221,035 981,116 194,794 924115 100972 1,025,087
Proft for the period LAyl = = = = - - 128,317 - 128317 JALY] 135,460
Conversion of comvertble  HETTERER
notes 192,094 - - (22,094) - - - - 170,000 - 170,000
130 June 2008 HERNE
A=t 1440305 (1,657,866) 461,496 - (546,765) 221,085 1109433 194794 1202432 108115 1,330,547
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Notes to Condensed Consolidated Interim
Financial Statements (Continued)

Equity (Continued)

& BA 4R & o 2 B M SRR RE (%)

14. REH(E)

Attributable to equity holders of the parent

BAARBEEARL
Equity Retained
Capital component of Share profits/ ~ Exchange
Issued reduction  Capital ~ convertible option ~ Merger  Reserve (accumulated fluctuation Minority Total
equity  reserve  reserve notes  reserve  reserve funds losses)  reserve Total  interests equity
-1 TEREE  ERE R/ HE b8

BRAER  MEBE  EABE  2BEER fiF SRR BEEE (ZMFR)  HBUE gt RREE  RefE

HKS000  HKS'000  HKS'000  HK$'000  HKS000  HKS000  HKS000  HKO00  HKS000  HKS000  HKS'000  HK$'000

it TEr FEr TEr fEn A FEn TEr T TEr TR TEn

(note) (note) (note) (note) (note) (note) (note)
w2 R w0

At 1 January 2007 et

—A-A 1,212960 - - 2,09 - (46765 162305  (26066) 53691  644M9 154448 798,567

Capltal reduction Bl - (1657806) 1657966 - - - - - - - - -
Eimination of accumuiated £ Z31%2

losses - - (1196370) - - - - 119370 - - - -

Profitfor the period B - = = = = = = 12,465 - 72,466 13838 86,30

Transfer toresenve funds ~ EEERERS - - - - - - 1,291 (1291) - - - -

Dividends i) - - - - - - - - - - (1301)  (13,011)

Exercise of share options /7 &1RfE 27918 - - - - - - - - 27918 - 277918

Exchange realignment ~ ERE = - - - - - - - 1976 19705 3000 227%
At 30 June 2007 et

~A=TH 1240878 (1657866) 461496 22,004 - (pd67e5) 16359 1007378 73396 764200 168365 922572

Note: These reserve accounts comprise the consolidated Hiit - ZE5HEFREBREAEER

reserves in the 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.

The Group’s capital reduction reserve arose from the
reduction of the nominal value of each of issued share of
the Company from HK$0.10 to HK$0.01 by cancellation of
paid-up capital of HK$0.09 on each of issued share of the
Company effective from 8 March 2007.

Haier Electronics Group Co., Ltd.

BREREEEFRAA

BRZEAEE

HREAZEREBEE - MERTT
BaneR(BREREEABRZ
A BRiDEERBARR)EAR
AR —TFTRF A=t \BRKE
BEEMBRRZEBETRASER
BRSPVEER-_ZZTRFE+ =R
=t RZEBTEZSE  MLY
[ Ui B 12 7 2 B R 1T {50 i s A I i 3t
BB REMEL 2 EREEE

REEZRAYBRFEEEEAR=ZZ
ZELF=AN\BEBTHEARRTR
BETRD 2B RRA0.09%8 T -
BARARBEREZRTRM ZEER
0.10 B LHIRZ 0.01 7T °



Notes to Condensed Consolidated Interim
Financial Statements (Continued)

15.

Related party transactions

In addition to the related party transactions detailed
elsewhere in these financial statements, the Group had the
following material transactions with related parties during the
period.

(@) The Company’s subsidiaries, Qingdao Haier Washing
Machine Co., Ltd., Qingdao Jiaonan Haier Washing
Machine Co., Ltd., Hefei Haier Washing Machine
Co., Ltd., Foshan Shunde Haier Electric Co., Ltd.,
Foshan Shunde Haier Intelligent Electronic Co., Ltd.,
Chongging Haier Washing Machine Co., Ltd., Haier
Indesit (Qingdao) Washing Machine 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., Chongqing Haier Water
Heater Co., Ltd. and Qingdao Haier Electronics Sales
Co., Ltd. had the following material transactions with
Haier Affiliates:

Export sales of washing o S S R TR
machines

Export sales of water heaters O SHERUKES

Domestic sales of washing BAlAEEE il Y&
machines and water heaters 25

Purchases of raw materials AR R

Printing and packaging fee ENfm B s B
expenses

Mould charges REERH

Utility service fee expenses NARBEL

Logistics charges MBS

Promotion fee expenses EEEYT

Other service fee expenses B RBFEES

Interest expenses FlEEZE

Interest income FEWA

Trademark license fee expenses  HIZERBREBLH

Consignment sale commission EmRERSlA
income

Sales of gift products HER SR

B4R & o 2 B B SRR B RE (%)

15.

Notes

Hiat

(1)
(i)

(if)
(iii)

(iv)
(v)
(vi)
(vii)
(viii)
(ix)
(x)
(x)
(xi)

(xii)

(xiii)

BEALRS

B 1t 5 B 765 S Rk LAt BB 0 R AL 2 BB 5
ALR 5N AEBRHREREA
TEETUTERRS -

@  ARFHBAREBEBEEX
BERAR  ESBEEARL
REBERDF - AIEEHBEK
WARAR - FhLT IS
BRAERDA - FRILTIREE
REREFERAR EEE
BSAKHARAR - BARE
EBEB)AKRKARAE -
BRAEE(FE)ERER
DA EERERMFAERE
BAVKIBRFRAT - UEEA
HBKBRBERAE - EEEER
KEFARRANE S EMER
HEARLDREEGMBEAL
LETUATEARRS :

For the six months
ended 30 June
BZEAA=THILEAREAR

2008 2007
—EBENF —EELF
HK$°000 HK$’000
FET FAET
(Unaudited) (Unaudited)
(REER) (REEER)
562,507 410,316
3,913 2,214
92,643 458,214
3,217,944 2,618,969
10,191 5,962
59,813 55,294
36,833 25,548
159,033 114,085
52,916 37,962
58,875 42,831
7,375 2,490

595 576

- 14,931

- 2,350

1,486 —
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Notes to Condensed Consolidated Interim
Financial Statements (Continued)

15. Related party transactions (Continued)

(a) (Continued)

Notes:

(i)

(ii)

(i)

(vi)

The export sales of washing machines and
water heaters were made to Haier Electrical
Appliances Co., Ltd. (“Haier Electrical”), a
subsidiary of Haier Investment at selling prices
representing differences between the selling
prices of washing machines mutually agreed
and the selling expenses of Haier Electrical not
exceeding 1.5% (2007: not exceeding 2.5%)
of the selling prices of washing machines and
water heaters.

In 2008, the domestic sales of washing
machines and water heaters were sold at a
unit price not less than the average selling
price of the same type of products sold to the
independent top five customers of the Group
in 2007.

In 2007, the domestic sales of washing
machines and water heaters were determined
at rates mutually agreed between the related
parties.

The purchases of materials were charged
based on terms not higher than the average
market price or the consolidated and
integrated tender and bidding price plus a
commission fee not higher than 2.6%.

Printing and packaging fee expenses were
charged on terms no less favourable than
those offered 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.

Haier Electronics Group Co., Ltd.

BREREEERAA

& BA 4R & o 2 B S SRR B RE (%)

15.

BEALRS(E)

(i

(ii)

(vi)

HEBRIREZH B R
AEREEEREE
ERAREEES
EEDHOEERK
K Z8 K 25 T 4R 15 48
EREFTMEZ ALK
HEBHSRERE
X2 HEHRAI(TRE
B I M Bk B &
B2Z15% (2= +
F: TiBiB2.5%)) 2
ERAMAET

R-FEFNF BEK
R 2K 2R 2 Bl 8
ENBRTMERAARNE
BT FRAB
VEFHERBEER
ZFHEBZEREH
&= o

R-FBELF KK
e X 2ok 25 2 B A 3
ENREEANLTHRA
BE 2 WE KEEE o

KERSDETER
mBEFHER G &
ABIZRZER SN
TiBiB2.6% 2 HE 2
IRFRETE -

B kBeREHT)
BANBERBILE=T
TR Z IRFREHE -

BEEXHIZEY
BmEHRR 2 EE
7 INE BR 1T B AN &
(= o

DR EH TR
BB R IR E ER 5 0
BRITBUKAEHE o



Notes to Condensed Consolidated Interim
Financial Statements (Continued)
15. Related party transactions (Continued)

(a)

(Continued)

Notes:

(vii)

(viil)

(ix)

(xi)

(xi)

(xii)

Logistics charges were charged on terms
no less favourable than those offered by
independent third parties.

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

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 were charged on
terms no less favourable than terms offered by
independent third parties to the Group.

Interest expenses and income were
determined with reference to the standard
rates published by the People’s Bank of China
and no less favourable than those offered by
independent third parties to the Group.

Trademark license fee expenses were charged
at a nominal consideration of RMB1 during the
six months period ended 30 June 2008 (six
months ended 30 June 2007: 0.8% of certain
the top-loading washing machine sale of the
Group).

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.

The gift products sold to the Group were
made at selling price not higher than those
sold by Haier Affliliates to independent third
parties.

& B 4R & o 2 B F SRR B RE (%)

15.

BEALRS(E)

(a)

(i)

(xii)

(xili)
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Notes to Condensed Consolidated Interim
Financial Statements (Continued)

15. Related party transactions (Continued)

(o)

During the period, Haier Corp provided corporate
guarantees aggregating RMB143,000,000 (2007:
RMB181,000,000) (equivalent to HK$162,691,000
(2007: HK$184,620,000)) 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 RMB143,000,000 (2007:
RMB181,000,000) (equivalent to HK$162,691,000
(2007: HK$184,620,000)) during the period.

Compensation of key management personnel of the
Group:

Short term employee benefits HHIREEA
Post-employment benefits BEER 12 1R A

Haier Electronics Group Co., Ltd.

BREREEERAA

& BA 4R & o 2 B S SRR B RE (%)

15.

BEALRS(E)

(b)

BN SRERAFREE
EECHBRAREHEEY
HAEREIERBERB M
%] —EREARBITRA
2B RERABEAAR
# 143,000,000 t( = T T +
£ AR #¥181,000,000 7T )
(tHB% 1 162,691,00078T(=
T T + £ :184,620,00078
T ZABI R ERAS
BEETHEBRARZERRE 2
ER -BR AEEEHA
A B #143,000,00070 (= &
Z+F : AR% 181,000,000
JC) (A& 162,691,000 78 7T
— FE 4 4 : 184,620,000
BIL)) °

AEBETBREBAB ZHM -

For the six months
ended 30 June

BEAA=THLEAEA

2008 2007
—EENEF S
HK$°000 HK$'000
FET FET
(Unaudited) (Unaudited)
(REER) (REgEER)
1,644 1,248

6 6

1,650 1,254




Notes to Condensed Consolidated Interim
Financial Statements (Continued)

15. Related party transactions (Continued)

(d)

In addition to balances of trade receivables, trade
payables and convertible notes due from/to Haier
Affiliates as disclosed in the notes 11, 12 and 13 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:

Cash and cash equivalents Re RREeFEER

Prepayments, deposits and other FEf7IE 124 & E
receivables fth FE LS BR X

Other payables and accruals L FEATBR AR K FE R

af&

Interest-bearing borrowings SHEEE

Notes:

(i) The balances represented deposits placed

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

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

& B 4R & o 2 B F SRR B RE (%)

15. BEATXRB(E)

(d) BrEAFSIREZMIFE11 ~ 12 %13
BTy BI45 25 FE Uk B <) R B
BALZEKEZE SRR - ER
B SRR R ARG ER 2 6%
SN REBREEE B B)5R

BALRARREZEZERNR
BRESRTT
30 June 31 December
2008 2007
—EENE T EF
ANAB=+H +=ZA=+—H
Notes HK$’000 HK$°000
k3 FETT FET
(Unaudited) (Restated)
(REEEZ) (&%)
(i) 279,422 367,853
(ii) 93,625 65,942
(iii) 304,757 391,656
(iv) 162,691 214,973
Hisz -

0] HEERIETF IR G /B
BZTER e BETR
ZHEEBOT2E o

(i) EHRIEER RS
REZEBAREE

| intenm moport 2008 |

—EE \FRHRE
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16.

Notes to Condensed Consolidated Interim
Financial Statements (Continued)
15. Related party transactions (Continued)

(d) (Continued)

(i)

The balances included payables to Haier
Affiliates and directors of the Company of
HK$290,796,000 (2007: HK$374,720,000)
and HK$13,961,000 (2007: HK$16,936,000),
respectively. They are unsecured, interest-free
and are repayable on demand.

Pursuant to an agreement entered into
between the Company and Haier Appliance
Third Holding (BVI) Limited on 31 December
2007, the payable balance of HK$168,593,000
has become non-interesting bearing since
31 December 2007 (previously 4%) and the
due date of this payable, together with its
corresponding accrued interest, was extended
one year to 31 December 2008.

Interest-bearing borrowings were borrowed
from Haier Finance, which were interest
bearing at rates ranging from 6.75% to 7.74%
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.

Haier Electronics Group Co., Ltd.

BREREEEFRAA

& BA 4R & o 2 B M SRR RE (%)

15. BEATXS(E)

(iv)

16. HAAE

16,936,000/ JT ) °
It %5 ZE A s -
% B N R A (B
;ﬁo

BIEARAFESREES
FZIERBV)ERA
AR_EE+F+_A
=+—HFILZ W
Ji& 15 4% #2 168,593,000
BTEEZEEL £
+-—A=+—HB#EK
BT B (AEK4E
FHE) - MM FIB
ZEIERER E AR
EEtF BB ELEH —
FEBTN\F+=
A=+—8-

FEEEESRMBE
A BEFENTF6.75
EE774BF B B
HEEEYRSHEE
NEER -

REER - AEBEYBEMEALA

BfE-



Notes to Condensed Consolidated Interim
Financial Statements (Continued)
17.

18.

Operating lease arrangements

As lessee

The Group leases certain properties under operating lease
arrangements. Leases for the properties are negotiated for
terms ranging from one to ten years.

At the balance sheet date, the Group had total future

minimum lease payments under non-cancellable operating
leases falling due as follows:

Within one year —FR

In the second to fifth years, inclusive E-ZRF (BRIETEHREMF)

Commitments

In addition to the operating lease commitments detailed in
note 17 above, the Group had the following commitments at
the balance sheet date:

Contracted, but not provided for: EEENEERELP
Property, plant and equipment LER TN

B4R & o 2 B B SRR B RE (%)

17. REFDZH
TEREAA
AEBERBSCEANLCHBERETY
¥ RTEZVERBNT—Z=1+F -

REHEB  ARERER TR
Hz NEBUE Z BEMOB R K RKIE

HEBEET -
30 June 31 December
2008 2007
—EENFE —ETLF
ANA=+H +=—A=+—H
HK$’000 HK$°000
FET FAET
(Unaudited) (Audited)
(REER) (g#EZ)
21,384 16,288
8,618 5,024
30,002 21,312

18. &IE

B b P RE17 P et 8 & R K AR
Sh REBREERBATAE -

30 June 31 December

2008 2007
—FENE —ETLS
ANA=+H +ZA=+—H
HK$°000 HK$’000
T FAT
(Unaudited) (Audited)
(REEZ) (gEZ)
- 18,328

- 18,328
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Notes to Condensed Consolidated Interim
Financial Statements (Continued)
19. Post balance sheet events

After the balance sheet date the directors declared an
interim dividend and a special interim dividend. Further
details are disclosed in note 8.

20. Approval of the interim financial report

The financial statements were approved and authorised for
issue by the Board on 19 September 2008.

Haier Electronics Group Co., Ltd.

BREREEEFRAA

& BA 4R & o 2 B M SRR RE (%)

19. BHEARSEHE

REHEBR  EFTIRTHARE RS
PIFREIRE < & — S FBRMESE

B

20. HHMBEHREZHE

MBBRER —_ZEENFAATE
REFSHERRETE -



Management Discussion and Analysis
Overview

The Group continued to exhibit strong performance and
enhance its market position in the first half of 2008. With the
growing PRC economy and the resulting growth in consumer
spending, coupled with the Group’s measures to rationalize
its cost structure and fine-tune its business model to
enhance operational efficiency and the strengthening in the
“Haier” brand image leading to substantial increase in sales,
the Group has been able to achieve very promising results in
the first half of 2008.

Group Results

The Group achieved impressive results despite the
challenging operating environment in the first half of 2008.
The industry is still being impacted by high raw material cost
and appreciation of Renminbi. Natural disasters including
earthquake in Sichuan Province and heavy snowfall in
Southern China in the first half of 2008 had also affected
sales in these parts of China. In addition, competition
remained intense in particular along the distribution channel.
Nevertheless, the Group has been able to fend off such
challenges through the offering of differentiated products,
with increase in cost recouped through the provision of value
added features, and the fine tuning of its business model
to enhance operational efficiency. The Group continued to
expand its sales in 1st and 2nd tier markets through strategic
alliances with retail chains, while making significant inroads
in the 3rd and 4th tier markets through expansion in the
network of specialised franchise stores and assisting the
improvement in their services to customers.

EEBNWE DN
e

AEBEBN _TTN\FL¥FRER
% MSMAERRRS - AR ELE
BEFHHEERI LT MEAKE
REERBEKRARERAREEE
A wmEsEERE - AB@ M
R BAEMER - <HEABIEM - #A
SERAN_ZTN\FLFXFRISHER
IPB 2 KA -

SEXEE&

RIZEZNFLEEF BELERER
MPkE  REBNREEBES - ¥R
DRIRERMERASERARETHER
TE RZTETN\FLFF W)IEH
BERERBRREERAIE S E L
DR ZIHEERTE - I FHlE
DHRENEZHFANBR - AW -
AEBZEBRTZ TCER  WINEE
T BE T T A2 [ 358 0 2 P AN e ) B L S 75
BRI E ML - R EE - K
SEEEEBRTEEHE 2RI
BREAHER— —RTHHE - RANE
BIEARBPIRFTIE G2 WA - AR
BEMRERERS  N= IRTSH
MEENER -

Interim Report 2008
—EEN\FRBEE
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Management Discussion and Analysis
(Continued)

Group Results (Continued)

Turnover in the first half of 2008 amounted to HK$5,307
million, representing an increase of approximately 48% from
HK$3,584 million in first half of 2007. The Group continues
to maintain leading positions in the washing machine and
water heater markets in the PRC, with respective market
share of approximately 32.2% and 22.3% in the first half of
2008 according to China Market Monitor (a market research
company based in the PRC), up from approximately 31.9%
and 20.4%, respectively, in the year 2007. The sales mix
of the Group remained similar as last year, with washing
machines and water heaters accounting for 80.3% (1H2007:
80.6%) and 19.7% (1H2007: 19.4%) of total revenue in the
first half of 2008, respectively. Gross margin decreased
slightly from 30.8% in the first half of 2007 to 28.7% in the
first half of 2008 as a result of our strategy of promoting
sales in the 3rd and 4th tier markets and extending our
distribution network in the rural areas where consumers
favour mass market products with slightly smaller gross
margins. Despite this, the resulting sharp increase in the
sales volume more than compensate for the lowering of
margins. As a result, net profit attributable to shareholders
increased substantially by approximately 77%, as compared
to the first half of 2007, reaching HK$128.3 million in the first
half of 2008.

EEENWRE DM ()

SEEEAEE)

TEENFLEFEF2EEEE
5,307,000,000/ 8t BE_-_T T+ F
¥ & 2 3,584,000,000% JT # Hn %)
48% o N5 B 4 1B 1 P B g K K B
KBTS IRIFEEMNL - BIEBEFIAE
RAMESHE(—HUFRAEM 2T
SRERA) AEER-_ZZTN\FE
FEEEATIZEZMBEEEL BB
TE+FH31.9% K20.4% FF =4
32.2% K 22.3% c AEB ZHEMEG H
EFHRE  AREEBKBIAIME=Z
ENFLEH¥FRWEZ803%(ZFF
+F FF¥F :80.6%)%19.7% (—EF
tF EHF 1 19.4%) - REBFIR
BRER= WA HHEERAREN
HEHERLL  ZEEBERTENE
BEZABLER  SEFEH-_ZT
+EFEF 08N EM TN U])E —-F
TENFELEFFZ28.7%  BEMI - 5
ESARUEHEENETHRZFE -
It WREHGFE ST F L¥F
AIBEMDT7T%E_SETNFLF¥F2
128,300,000 # 7T,



Management Discussion and Analysis
(Continued)

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 80.3% of Group revenue for the first half of
2008 (1H2007: 80.6%). The Group continues to strengthen
its dominant market position in the PRC with strong revenue
growth of 47.6% from HK$2,888 million in the first half of
2007 to HK$4,263 million in the first half of 2008. The growth
was the result of our well-received marketing and promotion
campaigns, our strategy of promoting sales in the 3rd and
4th tier markets and the rural area, while also focusing
on technology innovation, as evidenced by the continued
success in our environmental 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 consecutively for
2 years, which is an internationally recognized quality label
for excellence in design.

The front loading washing machine business is in particular
an area with growth potential, with 2008 first half sales
of HK$1,038 million, an increase of 42.3% as compared
to the first half of 2007, and accounted for 24.3% of total
sales of washing machines. 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 and is generating better
margins. With rising income level and spending power of
consumers in the PRC, we believe there is significant growth
potential for these products. In view of the favourable outlook
of this business, we had put our spare cash into better use
by acquiring the remaining 30% interest in this business
from our ltalian partner, Indesit Group, for a consideration of
approximately HK$162,977,000 in December 2007, lifting our
stake from 70% to 100%. The acquisition contributed to the
Group a profit of approximately HK$12.3 million in the first
half of 2008.

EEENWRE DM )

£ 3e1)-
RL E

REBZARBEBBERERBEER
mARERAALEKE SR EAREE
TENF ¥ FRIELH80.3%(ZTZ
+tFE¥F 1 806%) AEBEEER
BHERFBEMB 2B R =
TEN\FL¥FHEAYPYWEIER - A
— T+ F ¥ F 2 2,888,000,000 5
TEMATENRE ST NFELFXF 2
4,263,000,0007%8 7T > A & B 1 A%k K
02 RIREE) )RR T #5 B BL1S 58
SEERE  JRAEEHITZMGHE
BREGESHEZELD - BARE BRI
REE(RE= - MRS R BN R
£ RABAREEIFAZEL  BEMEE
R IHN REBREARNEEMRFE
EEFEAIERRTARNE(BEBERTZ
TERRFTEE)EH%RE  EEERER
FTEFITEEIRE -

EREAAREEBL AR AEREN
2EE — T N\FL¥EFIHEERS
/%1,038,000,000/87C * B T T L F
FHFFHEIN42.3% @ WAk SR 2 8
E R 24.3% o It 18 AL M 5 BUM
EEZER FHEENTRS - RF
Bl WEAARKEEIRIERSEAZE
FrHEMBZEHEEERE BF
FEE S - EEFBHEE 2 WAKFE
MEBALF  AEBHEEHEERZ
BRENEER -EREBIEBEEAS -
AEBER - ZZ+F+ - AFBIK
KB #) 162,977,000 7% It [A) B K F £ £
BEEEEREIEL 2B T30%HE
W PARNBAEBZFGRAS  F
ANEB ZHEZZBA70%EINE 100% ° W
BR-_ZT N\FLIFAREEBKRYD
12,300,000 7T 2 @ FI EEf ©
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Management Discussion and Analysis
(Continued)

Business Review (Continued)
Washing Machine Business (Continued)

Also, Haier’'s sponsorship of the 2008 Olympic Games in
Beijing substantially increased the awareness and brand
image of our products, in particular demonstrating our being
at the technological forefront of the industry. Detergent-free
washing machines were installed in more than 20 laundries
that Haier had set up in the Olympic Village and the Media
Village to provide quick and clean laundry services for all
officials, journalists, athletes and their families. The machine
is equipped with a diaphragm electrolyzer which can
electrolyze the running water into low acidic and low alkaline
water. This low alkaline water can replace detergents to
clean up the dirt and oil stains on the clothes, and the low
acidic water is used for sterilization in rinsing to prevent skin
allergies from the chemical residue. The discharged water is
neutral and would not pollute the environment. Experiments
show that its effect on cleaning is 25% higher, while its water
and power consumption is 50% lower than typical washing
machines.

We will continue to enhance our competitiveness by focusing
on developing our research and development capabilities so
as to bring more differentiated products with value added
features to the market to improve our margin. We will also
build on our success in the 3rd and 4th tier markers and
rural areas, which we believe are strong growth areas not
just for volume but also for profitability. Looking forward, the
Directors are confident that the washing machine business
will continue to perform satisfactorily in the second half of
the year.

EEENWRE DM ()

KO (E)
HARBEER (E)
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Management Discussion and Analysis
(Continued)

Business Review (Continued)
Water Heater Business

The water heater business, which accounted for
approximately 19.7% of Group revenue in the first half of
2008 (1H2007: 19.4%), also shows impressive performance.
Revenue grew by approximately 50.1%, reaching HK$1,045
million in the first half of 2008.

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 believe there is significant
market potential for solar water heaters over the long term
due to their environmental friendly, safety and energy efficient
features. With our extensive experience and expertise and
strong emphasis on research and development, we believe
we would be able to capitalize on the growth opportunities in
this market in the long run.

Haier’s sponsorship of the 2008 Beijing Olympic Games
also offers the opportunity to enhance the global recognition
of the “Haier” brand and our water heaters. Our electrical
water heaters were installed in all the Olympic venues,
covering 13 main venues such as Athletes Village, Media
Village and Olympic Sports Center. During the period of
the Olympic Games, with their high product qualities and
safety standards, our water heaters provided a safe and
comfortable environment to athletes and working staff. As a
result, we successfully leveraged on the Olympic sponsorship
to promote Haier’s corporate image of high quality and safety
standards, boosting consumers’ confidence in the Haier
brand products.

EEENWRE DM )
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Management Discussion and Analysis
(Continued)

Business Review (Continued)
Water Heater Business (Continued)

Apart from brand-building, the launching of our new products
was hastened under Haier’'s sponsorship of the 2008
Olympic Games. Our research and development experts
in gas water heaters had designed and manufactured the
torch ignition system for the Olympic sailing competition in
Qingdao. Leveraging on the product designed for the Games,
our research and development expert team developed the
“Heart of Holy Flame” gas water heaters under the brand
name of Haier. The newly-introduced “Heart of Holy Flame”
gas water heaters feature the safety functions such as
carbon monoxide alarm and “Black Box” monitor, echoing
the Olympic ideas of high technology and environmental-
friendliness. This new product took the lead in popularizing
the technology developed for the Olympic Games, which is
anticipated to further boost up the sales in the future.

With the market niche brought by the Olympic Games,
our branded gas water heaters had demonstrated its
world-class technology, high-quality as well as a tailor-
made services to customers. The successful launch of the
“Heart of Holy Flame” products had broken the traditional
view of ranking gas heater products by brand recognition
alone. The continuous technological innovation and prompt
enhancement of product and service quality are enhancing
the competitive edges of Haier in the high-end gas heater
market. We are confident that we will further expand our
share in the high-end market with increasing recognition
from consumers, triggering another round of industry
consolidation.

Capitalising on such success in sponsoring the Olympic
Games and our strong research and development
capabilities, we are confident that the water heater business
will continue to provide satisfactory contribution to the Group
in the second half of the year.
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Management Discussion and Analysis
(Continued)

Outlook

Building on our successful product positioning and strong
research and development capabilities, the Directors are
confident that the Group will continue to perform well in the
second half of 2008. Looking further ahead, the successful
display in the performance of our products in the 2008
Beijing Olympic Games will further boast the image of our
products overseas, and will help our making inroads in
overseas markets. With only 13% of our revenue derived
from export sales in the first half of 2008, we see great
potential in overseas markets which will be another driver for
our growth over the long term.

Liquidity and Financial Resources

The Group has maintained a healthy financial and liquidity
position with a current ratio of 142% as at 30 June 2008 (as
at 31 December 2007: 114%). As at 30 June 2008, the Group
had a cash balance of HK$465 million (as at 31 December
2007: HK$595 million); bank and other borrowings of
approximately HK$163 million (as at 31 December 2007:
HK$215 million) of which none (as at 31 December 2007:
HK$62 million) was due within one year and approximately
HK$163 million (as at 31 December 2007: HK$153 million)
was due within 1 to 2 years. In addition, the zero-coupon 3
year convertible notes (the “Convertible Notes”) with a face
value of HK$170 million and a liability element of HK$169
million as at 31 December 2007, which was held by the Haier
Group, the Company’s controlling shareholders, were fully
converted into 94,444,444 new shares of the Company at a
conversion price of HK$1.8 per share in January 2008. There
were no convertible notes outstanding as at 30 June 2008.
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Management Discussion and Analysis
(Continued)

Liquidity and Financial Resources (Continued)

The Group has been able to maintain a healthy cash position
with a net cash balance (cash balance less borrowings and
Convertible Notes) of HK$303 million as at 30 June 2008 (as
at 31 December 2007: HK$211 million).

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

The Group had no capital commitments as at 30 June 2008
(as at 31 December 2007: HK$18 million).

As at 30 June 2008, the Group maintained a gearing ratio
(defined as total borrowings plus Convertible Notes over net
assets) of 12% (as at 31 December 2007: 41%).

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 2008, most
of the Group’s borrowings were denominated in Renminbi
and were principally made on a floating rate basis. Foreign
currency risk is largely, though not fully, mitigated as liabilities
in Renminbi will be substantially matched by the Group’s
earnings, most of which are from domestic sales in the PRC
and are denominated in Renminbi and only approximately
13% of the Group’s revenue are from export sales and are
denominated in other currencies. The Group does not have
any significant interest rate risk, as the Group has an overall
net cash position. The Group does not have any financial
instruments for hedging purposes.

Employees and Remuneration Policy

The total number of employees of the Group as at 30 June
2008 was approximately 15,100, representing a decrease of
approximately 2.6% as compared to 31 December 2007.

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.
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Management Discussion and Analysis
(Continued)

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 2008 were consistent with those disclosed in the
Company’s 2007 Annual Report.

Compliance with Code on Corporate Governance
Practices of the Listing Rules

As at 30 June 2008, 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 (“CEQ”) should be separate
and should not be performed by the same individual. The
Company does not currently have any person holding the
titte 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.
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Management Discussion and Analysis
(Continued)

Corporate Governance Practices (Continued)

Compliance with Code on Corporate Governance
Practices of the Listing Rules (Continued)

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 2008 annual general meeting of
the Company as she was not in Hong Kong 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 2008.

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
2008.

Interim Dividend

The Board has resolved to declare an interim dividend
of HK2 cents (2007: Nil) per share and a special interim
dividend of HK2 cents (2007: Nil) per share, as a gratitude to
the continuous support from shareholders, for the six months
ended 30 June 2008. The interim dividend and the special
interim dividend will be paid to the shareholders whose
names appear on the Register of Members of the Company
at the close of business on Friday, 31 October 2008. The
interim dividend and the special interim dividend will be paid
on or around Friday, 28 November 2008.
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Management Discussion and Analysis
(Continued)

Closure of Register of Members

The Register of Members of the Company will be closed
from Tuesday, 28 October 2008 to Friday, 31 October
2008 (both days inclusive), for the purposes of determining
entittements to the interim dividend and the special interim
dividend. In order to qualify for the interim dividend and the
special interim dividend, all transfer documents accompanied
by the relevant share certificates must be lodged with the
Company’s branch registrar in Hong Kong, Tricor Tengis
Limited, at 26/F, Tesbury Centre, 28 Queen’s Road East,
Hong Kong not later than 4:30 p.m. on Monday, 27 October
2008.

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 Electronics Group Co., Ltd.
Yang Mian Mian
Chairman

Hong Kong, 19 September 2008
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Disclosure of Interests
Interests of Directors

As at 30 June 2008, none of the Directors and the chief
executive of the Company and their respective associates
had any interest and short position in the shares, debentures
or underlying shares of the Company and its associated
corporation (within the meaning of Part XV of the SFO),
which would have to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO, or as recorded in the register required to be kept
under section 352 of the SFO or as otherwise required to be
notified to the Company and the Stock Exchange pursuant
to Part XV of the SFO or the Model Code for Securities
Transactions by Directors adopted by the Company on 29
December 2004.

Haier Electronics Group Co., Ltd.
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Disclosure of Interests (Continued)

Interests of Substantial Shareholders

As at 30 June 2008, 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:

Long positions in the Shares:

Name of Shareholder
RREZE

EEEMEREE

Qingdao Haier Collective Asset Management

Association (“Haier Collective Asset EEnE (88
Management”) SREEEE])

BREEAR([/ER
E- NS

Haier Group Corporation (“Haier Corp”)

FEEBARERRE
ARAR(BARE])

Qingdao Haier Investment and Development
Co., Ltd. (“Haier Investment”)

Deutsche Bank Aktiengesellschaft EEERT
(“Deutsche Bank”) (M8 1)
Qingdao Haier Group Holdings (BVI) Limited & &8 8 5 B1Z8% (BVI)

(“Haier BVI”) BERAR(EHEBVI])

BREERFE =LK EBV)
BRAR
(ME@E=8VI))

Haier Electrical Appliances Third Holdings
(BVI) Limited ("Haier Third BVI”)

EEERKRNARRAR
(E55E&H))

Qingdao Haier Co., Ltd. (“Qingdao Haier”)

EmiEE)

FERFRER

RZZBZNFRA=TH  BARAR
BEFLERPIEIBCIHRREFELZ
B MARsk  ARAN TRERER
RAEEHZESTHRABRIN EE KD
SRR 2 EEIAR

BROZHE -
Number of
Shares
Notes interested
HERERZ
)3 R & B
1 1,851,720,075
2 1,851,720,075
3 1,851,720,075
4 1,459,431,593
9] 939,792,593
100,000,000
4 392,677,482

Approximate
percentage
of total
shareholding
HRERE
N

94.78

94.78

94.78

74.70

4810

512

20.12
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Disclosure of Interests (Continued)

Interests of Substantial Shareholders (Continued)

Short positions in the underlying Shares:

Name

of Shareholder

BRE

Deutsche Bank EEEET

Notes:

1.

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 392,677,482 Shares which Qingdao Haier is
interested in as stated in note 4 below, 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.

WS E A
FTERRER(E)
KRG ZKE -
Number of Approximate
underlying percentage
Shares of total
Note interested shareholding
HEREzZz (HRESREZ
liigz3 HEROGHE BABEDL
4 392,677,482 20.12
HiEE -

BEBEFRPEKRD  SREBE
ETEWAEHEA() HIFE2EWEB
A RBEIEFT#F A 2 336,600,000
RERED 5 (i) BRIEEZEEIEEE
M B 2~ 7+ B 282,650,000 % A%
B tsh ARNERBERERE
BRAR—%778 mERBVIRE
BE=ZBVIHAEBREB AR 2
2EKBAR - B BRIEES KB
EiEp CHREREETENER
AR TXHFEAMI S S SHRES
2 & $£392,677,482 B% A% 10 #E 2% -
R XK Est B@BVIZFA 2
939,792,593 I% i% 17 M & R 28 = BVI
#5782 100,000,000 A% B 17 o 78 5 4
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Disclosure of Interests (Continued)

Interests of Substantial Shareholders

Notes: (Continued)

2.

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. As
Haier Corp is interested in 43.54% of Qingdao Haier, it is
deemed to be interested in the 392,677,482 Shares which
Qingdao Haier is interested in as set out in note 4 below.

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.

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
392,677,482 Shares which Qingdao Haier is interested in as
stated in note 4 below, 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.

Deutsche Bank has a long position in 1,459,431,593 Shares.
In addition, it has a short position in 392,677,482 underlying
Shares being put warrants issued by Haier BVI. On 24
June 2008, Deutsche Bank as vendor and Qingdao Haier
as purchaser entered into an agreement for the sale and
purchase of 392,677,482 Shares, the relevant share transfer
under which is yet to be completed.

Ms. Yang Mian Mian, Mr. Liang Hai Shan and Mr. Cui Shao
Hua, the executive directors of the Company, are also
directors of Qingdao Haier.
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BMEERARZIEZEMBAT « Uk
BEEZFFRBEGRN  SHEEERQ
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B 2 A 939,792,593 % i 1 K
/8 B 25 = BVIF A Z 100,000,000 A%
B iEAEZ - AR EBRERR
BHAESEMA3.54% 2 - tHE
WEABN T XM E4FME ST TR
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Disclosure of Interests (Continued)

Interests of Substantial Shareholders (Continued)
Notes: (Continued)

5, Haier BVI was holding 547,115,111 Shares as beneficial
owner and 392,677,482 Shares as a person acting in concert
with Deutsche Bank as a result of an undertaking letter
dated 5 January 2006 executed by Haier BVI and Deutsche
Bank.

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

Save as disclosed above, as at 30 June 2008, 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.

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 2008, there were no outstanding
options granted under both the Old Share Option Scheme
and the New Share Option Scheme.
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FSC

Mixed Sources
Product group from well-managed
forests, controlled sources and
recycled wood or fiber

Cert no. SGS-COC-2116
www.fsc.org
1996 Forest Stewardship Council
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