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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 and its subsidiaries
(the “Group”) are 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 2008, Haier Group had been ranked the
first in terms of overall leadership among mainland China domestic
companies in the Wall Street Journal Asia’s annual survey of “Asia’s 200
Most Admired Companies” for five consecutive years and ranked the

thirteen among “Global 600 Most Prestigious Enterprises” released on
the website of Forbes by the New York Reputation Institute.
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Interim Results

The Board of Directors of Haier Electronics Group Co.,
"Company”) hereby announces the unaudited consolidated interim
results of the Company and its subsidiaries (the “Group”) for the six
months ended 30 June 2009 together with comparative figures for the
corresponding period in 2008. 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 2009

Ltd. (the

RERZEE
SHEREMARAR (AR
SO ETT g T
A=+HIEAERZREEE
—EE FRHZ BT -
BWEDKEE - W OB
=0 -

SEEESST e T

HEIH D

DEESERQM
HE_TTNEAX
AFREIEE  ER
LA E R EE
RNRAIZEZEES

BE—EENFNA=FHIENEAR

For the six months
ended 30 June
BZEANA=1THLAREA

2009 2008
—EZhE —EENF
Notes HK$’000 HK$’000
k3 FET FET
(Unaudited) (Unaudited)
(REEX) (REEHEZ)
REVENUE W= 3 5,309,023 5,307,063
Cost of sales SHER A (3,506,763) (3,782,032)
Gross profit E7 1,802,260 1,525,031
Other income and gains H AU A Je W am 4 19,025 15,267
Selling and distribution costs HE R D HK A (1,205,466) (1,070,957)
Administrative expenses THRER (380,509) (311,034)
Other expenses Hitn 3 (6,530) -
Finance costs BhE AR 5 (5,540) (8,031)
PROFIT BEFORE TAX BRBLATRER 223,240 150,276
Tax IE 7 (52,270) (14,816)
PROFIT FOR THE PERIOD R sER 170,970 135,460
Attributable to: FEfE
Equity holders of the parent RiEREA 163,150 128,317
Minority interests ’J %(Hx?%?n 7,820 7,143
170,970 135,460
DIVIDENDS BE 8
Interim B - 39,054
Special interim 5 51| BR - 39,054
- 78,108
EARNINGS PER SHARE BAREBAREREA
ATTRIBUTABLE TO ORDINARY EhREREF
EQUITY HOLDERS OF THE PARENT 9
Basic HAK 8.19 HK centsi&fll  6.62 HK centsi& il
Diluted B 7.96 HK centsi#&fl  6.60 HK centsi&fll

Interim Report 2009
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Condensed Consolidated Balance Sheet

30 June 2009
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30 June 31 December
2009 2008
—EETAE ZEENF
A~A=+A TZA=+—H
Notes HK$'000 HK$'000
e FTHET FATT
(Unaudited) (Audited)
(REBER) (f&&%)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M - R &R 10 730,984 742,804
Prepaid land premiums TEf LR 79,388 80,469
Intangible assets | EE 2,005 1,836
Deferred tax assets RIERIEEE 25,312 32,052
Total non-current assets FRBEELE 837,689 857,161
CURRENT ASSETS REBEE
Inventories & 84,156 307,201
Trade and bills receivables JENE SRR R EE 11 1,908,054 2,398,419
Prepayments, deposits and TERIE - e REAM
other receivables FEUHR R 77,831 101,844
Cash and cash equivalents RehkReEEER 1,163,997 696,151
Total current assets REBNEEEE 3,234,038 3,503,615
CURRENT LIABILITIES REBEE
Trade payables FEE SRR 12 397,226 1,047,320
Tax payable FERIFLIR 76,933 54,831
Other payables and accruals Hib R ETAE 1,642,132 1,543,705
Interest-bearing borrowings ATEEE 78,287 28,168
Provisions BiE 190,851 182,181
Total current liabilities MEAEERE 2,385,429 2,856,205

Interim Report 2009

TENFRYPRE



6

Haier Electronics Group Co., Ltd

HHEREEBRAF

Condensed Consolidated Balance Sheet (Cont’d)

30 June 2009

HRGEREERRER(

—FEENFNA=ZTH

/M=

30 June 31 December
2009 2008
—EEhEF ZEENF
ANA=+H +=ZA=+—H
Note HK$'000 HK$'000
aE FHExT FH&T
(Unaudited) (Audited)
(REEX) (&%)
NET CURRENT ASSETS MENEEFE 848,609 647,410
TOTAL ASSETS LESS REERTBER
CURRENT LIABILITIES 1,686,298 1,504,571
NON-CURRENT LIABILITIES FREBEE
Interest-bearing borrowings ATEEE 83,960 134,252
Provisions B 105,456 90,334
Deferred tax liabilities RIERIEE & 10,890 10,890
Total non-current liabilities JEmEaEaT 200,306 235,476
Net assets AEFE 1,485,992 1,269,095
EQUITY =
Equity attributable to equity EARIRERE A
holders of the parent eI
Issued equity BT 13 1,486,353 1,439,002
Reserves B 13 (116,262) (278,115)
1,370,091 1,160,887
Minority interests DR 13 115,901 108,208
Total equity B iaE 1,485,992 1,269,095

Interim Report 2009
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Condensed Consolidated Statement of

Comprehensive Income

For the six months ended 30 June 2009
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BE—FEEANFNA=FHINEA

For the six months
ended 30 June
BEAA=tRHLEXEA

2009 2008
—EEIF —EENEF
Note HK$'000 HK$'000
itz3 FER FAT
(Unaudited) (Unaudited)
(RBER) (CREs&EZ)
Profit for the period HATA) 4 A 170,970 135,460
Other comprehensive BNz B 2 E WA ¢
income for the period:
Exchange differences on REFINBEARZ
translation of financial HMBMREEZ
statements of overseas fEH =
subsidiaries (1,425) 82,963
Total comprehensive A2 ER AR
income for the period 13 169,545 218,423
Attributable to: FEAS -
Equity holders of the parent HATREREA 161,852 205,032
Minority interests DR R 7,693 13,391
Total comprehensive HRNEERALRE
income for the period 169,545 218,423

Interim Report 2009
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Condensed Consolidated Statement Of Changes

In Equity

For the six months ended 30 June 2009

BEEES=E Fa3 X B

BE—FEFEANFNA=FHIUSEA

For the six months
ended 30 June
BEANA=+THLAEA

2009 2008

—ETAF —EENFE

Note HK$'000 HK$'000

et FEx FAT

(Unaudited) (Unaudited)

(REBER) (REEEZ)

Total equity at 1 January R—A—BZ#EmRBHE 1,269,096 942,124

Conversion of convertible notes HBRABmRRE 13 - 170,000

Issue of new shares BATHR 13 48,750 -

Share issue expenses {317 13 (1,399) -
Total comprehensive HAEERAEE

income for the period 13 169,545 218,423

Total equity at 30 June RANA=+HBzE=BE 1,485,992 1,330,547

Interim Report 2009
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For the six months ended 30 June 2009

NET CASH INFLOW/(OUTFLOW) FROM
OPERATING ACTIVITIES

NET CASH 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

Effect 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
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For the six months
ended 30 June
BEAA=+THLEXAEA

2009
—EBENF
HK$°000
FTHET
(Unaudited)
(REER)

430,953

(64,953)

41,810

407,810

612,102

31,760

1,051,672

764,239

287,433

1,051,672

2008
—ETNEF
HK$'000
T
(Unaudited)
(RigesEz)

(85,819)

(22,801)

(52,282)

(160,902)

595,426

30,817

465,341

324,266

141,075

465,341
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The condensed consolidated interim financial statements include the
financial statements of the Company and its subsidiaries (collectively
referred as to the “Group”) for the period ended 30 June 2009.
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.

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 2008, 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 the New HKFRSs,
except for HKAS 1 (Revised) as described below, had no material
effect on the results and financial position for the current or prior
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accounting periods which have been prepared and presented.

HKAS 1 (Revised)
HKAS 23 (Revised)
HKAS 32 & 1
Amendments
HKFRS 1 & HKAS 27
Amendments

HKFRS 2 Amendments

HKFRS 7 Amendments

HKFRS 8

HK(IFRIC)-Int 9 and
HKAS 39 Amendments

HK(IFRIC)-Int 13

HK(IFRIC)-Int 15

HK(IFRIC)-Int 16

Presentation of Financial Statements
Borrowing costs

Puttable Financial Instruments and
Obligations Arising on Liquidation

Cost of an Investment in a
Subsidiary, Jointly Controlled
Entity or Associate

Share-based Payment — Vesting
Conditions and Cancellations

Financial Instruments: Disclosures —
Improving Disclosures about
Financial Instruments

Operating Segments

Reassessment of Embedded
Derivatives

Customer Loyalty Programmes

Agreement for the Construction of
Real Estate

Hedges of a Net Investment in
a Foreign Operation
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Apart from the above, the HKICPA has also issued Improvements
to HKFRSs* which sets out amendments to a number of HKFRSs
primarily with a view to removing inconsistencies and clarify
wording. Except for the amendment to HKFRS 5 which is effective
for the annual periods on or after 1 July 2009, other amendments
are effective for annual periods beginning on or after 1 January
2009 although there are separate transitional provisions for each
standard.

*  Improvements to HKFRSs contains amendments to HKFRS 5,
HKFRS 7, HKAS 1, HKAS 8, HKAS 10, HKAS 16, HKAS 18
HKAS 19, HKAS 20, HKAS 23, HKAS 27, HKAS 28, HKAS 29,
HKAS 31, HKAS 34, HKAS 36, HKAS 38, HKAS 39, HKAS 40
and HKAS 41.

HKAS 1 (Revised) separates owner and non-owner changes in
equity. The statement of changes in equity includes only details
of transactions with owners, with non-owner changes in equity
presented as a single line. In addition, the standard introduces the
statement of comprehensive income which presents all items of
recognised income and expense, either in one single statement,
or in two linked statements.
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Notes to Condensed Consolidated Interim

Financial Statements (Cont’d)

AR S P M B R M (2

3. Segment information 3. oE&EH
The Group’s operating business are structured and managed AEE 2 BERB IR A G AR R E R
separately according to the nature of their operations and the ZUHHEBE S FRERE - AEEXXBEHER
products they provide. Each of the Group’s business segments B —ERBE MRS BN - FTIRMEMRTEA
represents a strategic business unit that offers products which are b D TR 2 B & = A TR 2 B -
subject to risks and returns that are different from those of the
other business segments.
For the six months ended 30 June HEANA=THIEAEA
Washing machine
business Water heater business  Corporate and others Consolidated
HREEK HkBXK DAREM &
2009 2008 2009 2008 2009 2008 2009 2008
ZEENE CTT\F ZEBAE —TT)\§ ZEBAE —TT/\F ZBBAE —TR)\F
HK$'000  HK$'000  HKS$'000  HK$'000  HK$'000 HK'000  HK$'000  HK$'000
TExr TExr  TEx  TExr  TEx  TEr Tz TEx
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REBZ) (REER) (REFR) (RBER) (REER) (REER) (REER)

Segment revenue HEkE

Sales to external customers MINEEPHE 4173410 4,262,528 1,135,613 1,044,535 - - 5309023 5,307,063
Other revenue Hias 7,502 10,010 6,650 2,866 939 - 15,091 12,876
Total ozt 4,180,912 4,272,538 1,142,263 1,047,401 939 - 5324114 5319,939
Segment results NEEE 174,486 125,139 56,144 38,082 (5784)  (7,305) 224,846 155916
Interest income FIEYA 3,934 2,391
Finance costs BERA (55400  (8,031)
Profit before tax BB RT &R 223240 150,276
Tax IR (52,270)  (14,816)
Profit for the period BAREH 170,970 135,460

Interim Report 2009

— = H 4Erh HASR A
2T NFR RS



Notes to Condensed Consolidated Interim
Financial Statements (Cont’d)
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AR S P A B BRI (42

4. Other income and gains 4. HttWARWKE
For the six months
ended 30 June
BZEAA=1HLARAEA
2009 2008
—EEhEF —ZEENF
HK$'000 HK$'000
FHExT FHET
(Unaudited) (Unaudited)
(REEXK) (REEZ)
Compensation received from suppliers B FE R B (A 7,315 10,181
Interest income for bank and BR1T R AT FOR) B UA
other deposits 3,934 2,391
Government grants* BB e * 2,991 1,204
Gross rental income in respect of THREFZHS
land and buildings I A 4agE 11 137
Others HAth 4,774 1,354
19,025 15,267
* Government grants were received during the period as * BN B st BUE KA EAE Bl B B [ A
encourage for conducting businesses in economic and FZEBWRBAHEIS - AESE -
technological development zones in Wuhan and Hefei.
5. Finance costs 5. BERA
For the six months
ended 30 June
BZEA~A=1+HIAREA
2009 2008
—EENF —ET)N\F
HK$'000 HK$'000
FHExT FHIT
(Unaudited) (Unaudited)
(REBEZR) (REEEZ)
Interest on borrowings and ERAFREHEEY
wholly repayable within five years HEF S 5,540 7,375
Interest on convertible notes (note 9) AT IR FI B (A a9) - 656
5,540 8,031

Interim Report 2009
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Notes to Condensed Consolidated

Financial Statements (Cont’d)

6. Profit before tax

6. BRBIADGZA

Interim G ESHEERERMET(E)

For the six months
ended 30 June
BZEARA=1THLAEA

2009 2008
—EEAEF ZET)NF
HK$'000 HK$'000
FHT FIT
(Unaudited) (Unaudited)
(REEER) (REEEZ)
Profit before tax is arrived at after charging: MRERTRFIS F0BR T3S IA -
Depreciation reg 46,291 45,851
Recognition of prepaid land premiums TERTE TR 1,041 1,106
Loss on disposal of items of property, HEWE  BEREZBEERZ
plant and equipment E518 939 1,607
Amortisation of intangible assets M A EE 328 236

7. Tax

7. BE

For the six months
ended 30 June
BEAA=+HLAEA

2009 2008

—EEhEF —ETN\F

HK$'000 HK$'000

FET FAET

(Unaudited) (Unaudited)

(REBER) (REEFEZ)

Current — Mainland China BIEA — A B0 KB 46,085 5,640
Over provision from prior years BAFEBERE (532) (22,909)
Deferred IRIE 6,717 32,085
Total tax charge for the year FABIEZ HEE 52,270 14,816

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 (2008: 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.
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The directors do not recommend payment of any interim dividend
(2008: HK2 cents) and special dividend (2008: HK2 cents) for the
six months ended 30 June 2009.

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 BEF

Profit attributable to ordinary equity holders
of the parent, as used in the basic earnings
per share calculation

Interest on convertible notes (note 5)

[SYNCIE e
R AEEEN

Profit attributable to ordinary equity holders
of the parent before interest on
convertible notes

[SYNCIE e
FBAEEEN

RARETESREARRNZ

AAREENE (FaE5)

Rt AR RIEAN S AT Z
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EETERREE_TTNFERA=ZTHIER
18 A I E A MRS (ZFT\F : 28D K
BRI B (ZZTN\EF - 2281l) -

SREARTZ SEDREBAEA R ERBR
BB ARGCATIRAAC 278K 2 i
FHHEHE -

BEEFAN 2B IREHASG QA EBER
REFS A ATEAL ) (A 8 BE DA S R AT A R 52 432 7
B wmaEm)stE (R T30 - At B BB
EFHB T AR ESREARN ZHAE
EATEBREE - U RBRRBIEITE SR
BEEBSERR AT AR MEERTZER
Bt a8 -

For the six months
ended 30 June
BZEAA=1THILAEA

2009 2008
—ZEEAF —EENF
HK$'000 HK$'000
FHExT T
(Unaudited) (Unaudited)
(REEX) (RE&EEZ)
163,150 128,317

- 656

163,150 128,973
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Notes to Condensed Consolidated Interim FfSEAGEPEHIMERRMZTE(E)
Financial Statements (Cont’d)

9.

Earnings per share attributable to equity holders of the parent 9.

I

BRARREFEABGERER ()

iy

(Cont’d)
Number of shares
BEE
For the six months
ended 30 June
BEAA=1+HLEAEAR
2009 2008
—ZEEAF ZET)N\F
(Unaudited) (Unaudited)
(REEZR) (REEHEZ)
Shares iiav)
Weighted average number of ordinary shares ~ FARETEZREARZRF
in issue during the period, as used in ZEIRBEEITERR
the basic earnings per share calculation: hnkEFE & 1,993,110,369 1,939,679,507
Effect of dilution — weighted B8 —LmiR i
average number of ordinary shares: g
Warrants R R 55,248,619 -
Convertible notes AR R & - 14,088,398
55,248,619 14,088,398
Total K2 2,048,358,988 1,953,767,905
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During the six months ended 30 June 2009, the Group incurred
construction costs for production plants and purchased fixed
assets of HK$32,633,000 and HK$13,458,000, respectively (2008:
HK$10,520,000 (unaudited) and HK$12,282,000 (unaudited),
respectively). During the six months ended 30 June 2009, the Group
disposed of fixed assets of HK$10,853,000 (2008: HK$1,607,000
(unaudited)).

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: JEE S IR -
Within 1 month 1E AR

1 to 2 months 12218 A

2 to 3 months 2&31@ A

Over 3 months HBid31E A

Bills receivable FEU =%

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

0., Ltd. (“Haier Investment”) (collectively referred to as “Haier
Group”) (“Haier Affiliates”) amounting to HK$627,879,000 (31
December 2008: HK$799,081,000)), 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 14.
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HE-_ZTTAFENAZTHIEANER  "&EH
QEEFF‘EZE AR RREEE T EE 2K
A5 Bl A32,633,000/8 7T % 13,458,000/ 7T( —
TENE : HH1A10,520,00058 7T (R ERZ)
112,282,000 7L (R EEIZ)) - HE-_TTH
FRNA=Z+THLEANEA  AEBHERTEEE
10,853,000/ (== /)\4F : 1,607,000/ (K
LEAZ)) °

AEB—BETEEZESHERFFH30BE0H 2
FEEH - REEHRKEZIEF(CHBRES)
ZIRBRRBEFIHAOWTOT

30 June 31 December
2009 2008
—EEAF ZET)N\F
~A=+H +=-—A=+—H
HK$'000 HK$'000
FET FHET
(Unaudited) (Audited)
(REEZR) (EEZ)
642,244 909,251
120,967 7,008
12,880 151,660
149,087 137,910
925,178 1,205,829
982,876 1,192,590
1,908,054 2,398,419

$%2J¥§Hﬁz%ﬁ%ﬁ%?ﬂ&%§@%ﬁ%%@%
AR EREBRRDEASESRRELRE
EKE <ﬂ’iﬁ%¢x§J)(ﬁﬁMEﬁE@J)z
BB A T&H‘;M“ ([ERBBALR
627,879,000/%71:(f$5§)\¢+ A= Jr*
H :799,081,000/87T) * & sRIBAKL L T A
EEFEEFPHEAZEERREE - BEMZ
LHEATHE 2 A BEHNME14 -
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Financial Statements (Cont’d)
12. Trade payables

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

AR S P M B R M ()

12 ENEZEXR

REERRNE SRR ZRKREZABRON

T -

30 June 31 December
2009 2008
—EEAF ZEE)N\F
~H=+H +=-A=+—H
HK$'000 HK$'000
FHExT FHIT
(Unaudited) (Audited)
(REEZR) (&FER)

Trade payables: JEITE SRR -
Within 1 month MEAR 334,217 1,015,909
1 to 2 months 1228 A 1,040 11,347
2 to 3 months 2&31@A 35,150 494
Over 3 months HBiE3EA 26,819 19,570
397,226 1,047,320

Included in the Group’s trade payables are amounts due to Haier
Affiliates amounting to HK$351,168,000 (31 December 2008:
HK$1,016,375,000), 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 14.

Interim Report 2009

—TTNFRRRE

AEBZEMESRIDEEMNSHEBAL
FXIA351,168,0008 T( —EENF+ A=+
—H :1,016,375,000 ) * #ZRIEAREARE

EErEHEmS RS2

R IEIE - AR

FZEREATRB 2 EMABHRIE14 -
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13. Equity 13. H#
Reserve
i
Attributable
Capital Capial Exchange to equity
Isued  reduction  Capital ~ Merger  Resene redemption  Retained  fluctuation holders of -~ Minority Total
oQUity reseve resee resene fnds — reseve  profits  resene  SubTotel theparent  interests equity
Ex &% IE BATIRE b8
BRMER ARG EARE  A0ER  MREC  RORR  RERM  1BEE 15 BEABE  BRER  BREE
HKS000  HKFO00  HKS'000  HKS'000  HKS'000  HK$000  HKS'000  HKS'000  HKS'000  HK$000  HKS'000  HK§000
Tar TR TEL TR TR TR TR TR TR TR TR TEn

At 1 January 2009 NZ2ENF-A-A 1439002 (1657866)  4614%  (546,765) 224,258 200 1051761 188793 (7g114) 1160888 108208 126909

Total comprehensive income ~~~ 2EMABE - - - - - - 18350 (1298 161852 161832 1693 169545

Issue of new shares* Bl 8750 - - - - - - - - BT - BT

Share issue expenses k&R (1399) - - - - - - - - (1399 - (139)

At 30 June 2009 (Unaudited) RIEENEAAZTE 1486353 (1657866) 461496 (346765 224258 200 1204910 187495 (116260 1370091 115001 1485992

(72R)

* On 23 March 2009, the Company placed 75,000,000 shares L RZEEAF=ZAZF+=H ARQFH
at HK$0.65 per each placing share and granted 300,000,000 BiR SRS R(7H0.658 0 2 BRAEE
non-listed warrants (the “Warrants”) in connection with 75,000,0008% M 17 - I 2 FLEC & KA A
the placement of the Company’s shares. The Warrants A% 1 % H1300,000,00017 3 _+ 1 52 A% 4 3%
entitle the holders of each Warrant to subscribe for one ([RARAEE ) - RIREZEE T 20 RE
new share at an exercise price of HK$0.66 at any time for BRA ANERRRITE BRMNF AR
a period of four years from the date of issue and subject B 17{5180.66/%8 LR iE — A% - /A
to certain price adjustment terms according to the relevant XE@EBEAHcETERERARE K
agreements. IR

Reserve
Gl
Fquiy Attributable
component ~ Capital Exchange to equity
Isued of convertble  reduction  Captal ~ Merger  Resene Retained  fluctuation holders of -~ Minority Total
equity notes resee  resere resene fnds — profits  resene  SubTotdl  thenparent  interests equity
TERER Ex IE BATRE b8
BRfER (EERH  MARE  ERER  oOBR  BRES  RERT  MBEE 1§ REABE  BRER  BaEE
HKS000  HKFO00  HKS'000  HKS'000  HKS'000  HKY000  HKS'000  HKS'000  HKS'000  HKS000  HKS'000  HK§000
Tar T AL TR TR TR T TR TR TR TR TEn

At 1 January 2008 A=2RN\E-F-H 1248211 209 (1657866) 461496  (5d6765) 221035 981116 118079 (422905 847400 T4 9NN

Total comprehensive income 2AkAEE - - - - - - 1837 TS 503 50 13T 21843

Comersion of convertible notes ~ SATARZHE 19200 (2209 - - - - - - - 10000 - 17000

At 30 June 2008 (Unaudited) RIEENEARZTE 1440305 - (1657866) 46149 (546765 221035 1109433 194794 QU78T3) 1222432 108115 1330547

(72%)
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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 Electrical Appliances Fourth Holdings (BVI) Limited, a direct
wholly-owned subsidiary of the Company, and its then subsidiaries
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.

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

ARRATERKES L NERTEZZS
H(REGAEEABRZBRA - BiDEERE
ABBRVEARRR _ZETZRFE—A-+/\BF
WESEAEMB AR ZEBETHEZSERAR
RIZEEEEWBARSHREEE MIZEREBVI)
ERAGMEERZHMNBRARR T F+
A=+ BZERTHEZSE MRk
BN T AITEERE R IR AR EEM
BEAEZERE -

AEEZERAEBRFEEEEAR ST LH=
ANBEBEEARREREETRMZEH
RIEAN0.0978 7T BARREREEHTRMN 2
H{ER0. 108 LA ZE0.018 T °

R EMBREEMBOFRZEEALRS
o REBRHMA G RBEA T EETAT
EPNSE I



(Cont’d)

Export sale of washing machines O S R T

Export sale of water heaters O 85 65 2k 28

Domestic sale of washing machines and ~ BIR#EE &ZU%%&
water heaters HUKEE

Purchases of raw materials PR R

Printing and packaging fee expenses ENfpl R B B S

Mould charges REELH

Utility service fee expenses NARBEH

Logistics charges LNk = -4l

Promotion fee expenses EEELH

Other service fee expenses HEMRBES

Interest expenses FEZH

Interest income FLEWA

Sales of gift products HES m

Notes:

(i)  The export sale of washing machines and water heaters

(ii)

(iii)

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% of the
selling prices of washing machines and water heaters.

During the year, the domestic sale of washing machines
and water heaters were made at unit prices not less than
the average selling price of the same type of products
sold to the independent top five customers of the Group
in 2008.

The purchase of raw materials were made at prices not
higher than the consolidated and integrated tender and
bidding price plus a commission fee of not exceeding
2.6%.

(a)
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(%&)
For the six months
ended 30 June

BEAA=+THLXAEA
2009 2008
—EENF —ZET)N\F
HK$'000 HK$'000
FHET FHT
Notes (Unaudited) (Unaudited)

BiaE (REEZR) (REEEZ)

(i) 447,782 562,507

0] 5,659 3,913

(if) 2,430,981 92,643

(i) 2,982,318 3,217,944

(iv) 10,078 10,191

(v) 135,241 59,813

(vi) 28,997 36,833

(vif) 160,811 159,033

(viii) 58,284 52,916

(ix) 91,343 58,875

x) 5,540 7,375

(x) 1,841 595

(xi) 4,103 1,486

HaE -

() MERKEZHBARESREEE
EFEBRR Ui@*“?%ﬁﬁu
%%ﬁﬁ%&ﬁ$ SRR SN
E%mZﬁK%%ﬁﬁi@*mﬁi
ZﬁﬁﬁifTiﬂ&K%&$$
BIEZ1.5%) 2 ZFmET °

(i) FA - KKK EEKSEZBRNHEETD
EBEMERAAEB ST N\FRAE
UEPHEREERZ FHUEEBZE
BRE -

(iii) T?KE%E#/U}BZTI—J \/yb IEI/II\%ﬁTﬁ

(A
o

BINTEBiE2.6%2 M4t
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(a) (Cont'd)

Notes : (continued)

(iv)

(vi)

(vii)

=

(viii

(ix)

(xi)

The printing and packaging fee expenses were charged
based 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.

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

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

Other service fee expenses were charged 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.

The sale of gift products were made at selling prices not
higher than those sold by Haier Affiliates to independent
third parties.

(a)

(%)

Kiat - (%)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

(x)

(xi)

ENfl Ko B8 B ST TV IR TN BN B F
=R IREGHE -

BRBXH2EFHMIGHRERZ
B 5 MERITBRAE -

DA AR B ST T IR IR B K S E (B A
SIMEBITHRAANFE -

MBI NBER B E =771
2 IFRETHE -

EEE XN TR ANR B K 2K
FRZ BINHEZ1.2%5HE -

HiRBEEX LTS EELE 2 BHEK
AEHE -
FEXZHRBATI2Z R B ARRT

MM ZRERREE -

HERRIDRIERERAEEA LR
BYR=TETHEZEEET -



(b)

(0

(d)

(e)

During the period, Haier Corp provided corporate guarantees
aggregating RMB143,000,000 (2008: RMB143,000,000)
(equivalent to HK$162,247,000 (2008: HK$162,420,000)) to
Haier Group Finance Co., Ltd. (“Haier Finance"”), a subsidiary
of Haier Group and a financial institution approved by the
People’s Bank of China, for loan facilities granted to certain
subsidiaries of the Group.

During the period, the Group purchased items of property,
plant and equipment from Haier Affiliates with an aggregate
amount of HK$10,020,000. The purchase prices were
determined between the parties, having taking into account
their respective net assets value.

During the period, the Group received removal compensation
fee of HK$14,097,000 from Haier Affiliates and it was
determined with reference to the costs and expenses incurred
in respect the removal.

Compensation of key management personnel of the Group:

(c)

(e)
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HA SREBARMSHER ZHE
RAEREBVKAREALAFIER
Bl —EPBEARETRAYZHG
g ) IR 4% A A R #143,000,0007C
(ZZ=ZNF: AR ¥143,000,0007T )
(FBEMA162,247,0008 T( T )\ 4F -
162,420,000/ 7)) 2 N EER - fERBA
EBEETHBRRZERRME Z R -

B - AN & B DA 42 € %810,020,0007% 7T
MERBBALTEEYE  BELEEE
B -BEEITHIVWIKZERERSESEZ
BEFERET -

BN AEBCE EERBEA T WIER
H1E£14,097,0008 70 ' ZeREI2ER
HEBVIESAZNARFATERT -

AEEETEEEAB ZHH -
For the six months

ended 30 June
BZEAA=tHLAEAR

2009 2008

—EBEAE —ETN\F

HK$'000 HK$'000

FHET FHT

(Unaudited) (Unaudited)

(REBER) (RE&EZR)

Short term employee benefits % B E 81 A 369 1,644
Post-employment benefits BEEL IR R A 31 6
400 1,650
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(f)  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

Prepayments, deposits and
other receivables

Other payables and accruals

Interest-bearing borrowings

BNFE - ek
Hth FE UL AR K

STEEE

Notes:

(iii)

(iv)

The balances represented deposits placed with Haier
Finance. The interest rates of these deposits ranged from
0.36% to 2.25% per annum.

The balances were amounts due from Haier Affiliates.
These amounts were unsecured, interest-free and were
repayable on demand.

The balances were amounts due to Haier Affiliates.
These amounts were unsecured, interest-free and were
repayable on demand.

The borrowings from Haier Finance were interest bearing
at rates ranging from 5.51% to 7.74% per annum. All
of these borrowings were guaranteed by Haier Corp.

R MReSHEAR

Hit R R BT B E

®)

MREATGERFRMEE11 ~ 12 R3O R EE
W R EREBA T2 BIKRE SR
B E SRF R AR R 2 &85 -
SEREEHESRBEBALRAQRE
EVEAKREEEHOT ¢

30 June 31 December

2009 2008

—EETAF ZET)\F

~BA=+H +=—A=+—H

HK$'000 HK$'000

FHET FHT

Notes (Unaudited) (Audited)

BiaE (REEZR) (EFEZ)

0 728,916 514,317

(i) 60,354 13,438

(ifi) 605,796 639,729

(iv) 162,247 162,420
Bat -

() HHRECHNERIBZER - 66
FRZFFENT0.36EFE2.25E °

(i) HEHRAEYCEMBEA L 2508 It
EFRREER - 2B RREBIE

83 -

(i) HEHAEMNSHEBEALZFIE It
LA AEIKE - %8 N EER M

BE -
/y

(iv) BEBFBEAZEEIRENERN
TS5 51EET.74EF B - A SR
BEYHEHER R RER -



Notes to Condensed Consolidated

Interim

Financial Statements (Cont’d)

15.

16.

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

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 five years.

At the balance sheet date, the Group had total future minimum
lease payments under non-cancellable operating leases falling due
as follows:
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SHEREEERAT
AR e P R HRRME(E)
15. HAREE

16.

PREER - AEETEERNEARKAEE -

SRR

EREABRA
AEERBEEHOLHFEBETYE - &
ZOERBNF—EREF -

s

%

MEEB ASERERTISEIHZ A
Eﬁﬂx/ﬁz,fﬂé.—f%ﬁﬁﬁik%rﬁﬂ’éﬁfﬂ%i'%ﬁ
Ak

7

30 June 31 December

2009 2008

—ZTAF —TT)N\F

ANA=+H +ZHA=+—8

HK$'000 HK$'000

FET FHETT

(Unaudited) (Audited)

(REER) (F8E%)

Within one year —FR 40,293 14,087
In the second to fifth years, inclusive FERF (PEEEMF) 16,770 11,751
57,063 25,838

Included in the Group’s operating lease commitment above,
HK$32,002,000 was related to the operating lease arrangements
entered with certain Haier Affiliates (2008: HK$24,828,000).

As lessor

The Group leases certain buildings and equipments under operating
lease arrangements to certain Haier Affiliates. Leases for the
buildings and equipments are negotiated for terms ranging from
one to five years.

L?Jitzzli;ﬁ%@i“‘%‘*%ﬂi’]ﬁkjﬂ*@%éﬁi?ﬁ?iET%
H?%/\:tﬁﬁ.ﬁizi% AR HEEB 2R
32,002,000/ jo( — = = )\ F : 24,828, OOO/%
JT) ©

fER A
AKBRBEEBORFRNET TABBAL
HEETETREM - AELEFREBES
NE—EFERE -

Interim Report 2009

TENFRYPRE



26

Haier Electronics Group Co., Ltd

HHEREEBRAF

Notes to Condensed Consolidated

Financial Statements (Cont’d)

16.

17.

18.

AR S P M B R M (2

Operating lease arrangements (Cont’d) 16. BEBRNOZH(E)
As lessor (Cont’d) EREEAE)
At the balance sheet date, the Group had total future minimum REFER - AEBIREN T2 B E 82 T aE
lease receivables under non-cancellable operating leases falling BB 2 &N AR EEWES BB
due as follows: N
30 June 31 December
2009 2008
—BTAE ZETNF
ANA=+H +=-—A=+—H
HK$’000 HK$'000
FER FAET
(Unaudited) (Audited)
(RBER) (&%)
Within one year R 3,331 -
In the second to fifth years, inclusive F-ERF (BIEERMT) 4,575 -
7,906 -
Commitments 17. &IE
In addition to the operating lease commitments detailed in note 16 Br OB EE 167 RF il A & A A0 RSN - REEE
above, the Group had the following commitments at the balance REEHBATAE
sheet date:
30 June 31 December
2009 2008
—EETAE ZETNF
ANA=+H +-HA=+—H
HK$’000 HK$ 000
FEx FAT
(Unaudited) (Audited)
(REBER) (&%)
Contracted, but not provided for: BETHB KRB
Property, plant and equipment Y - BB KRB 29,763 33,871
Approval of the interim financial report 18. FHARTIEIRE 2 &

The financial statements were approved and authorised for issue

by the board of directors on 10 August 2009.
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Overview

The first half of 2009 was a period full of challenges and also new
opportunities for the white goods industry. On one hand, the industry
was facing with negative market sentiment, general slowdown of the
white goods industry in domestic market and reduction in export caused
by the influence of global financial tsunami. On the other hand, the
“Rural Area Subsidized Electrical Appliances Purchase Policy” and the
“Home Appliances Replacement Policy” implemented by the government
stimulated demand of home appliances which brought opportunities to
the white goods industry. Despite the challenging business environment,
the Group was able to maintain its leading market position in the washing
machine and water heater industries by optimizing the product mix and
enhancing the profitability of the Company. This was achieved through
leveraging on its product innovation including the increment on the
proportion of its energy-efficient and environmentally-friendly products,
high value-added products and new products leading the trend, coupled
with its well-established “Haier” brand image, the expansion of sales,
logistics and services networks in 3rd and 4th-tier markets to capture the
surging demand in the rural market, and the innovative management
system which encourage self-motivated employee to create value for
customers, enterprises and staff. As a result, the Group recorded a
turnover of HK$5,309 million in the first half of 2009, representing an
increase of 0.04% as compared to HK$5,307 million in the first half
of 2008.

Since February 2009, the “Rural Area Subsidized Electrical Appliances
Purchase Policy”, which included the subsidies for purchase of washing
machines and water heaters, was implemented throughout China and
has stimulated the demand for home appliances in the rural market.
The Group was able to capture the opportunities offered by the policies
through its well-established sales, logistics and services networks in 3rd
and 4th-tier markets and innovative products which are compatible with
the rural market.
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Group Results

The net profit attributable to the shareholders increased 27.15% from
HK$128 million in the first half of 2008 to HK$163 million in the first
half of 2009. The Group made significant improvement in the gross
profit margin of products from 28.7% to 34.0% due to diversification
of product mix, effective cost control by standardization of products and
maintaining low inventory level so as to benefit from the reduction of raw
material price in the market. In order to strengthen its competitiveness
in the long term, the Group persistently increased the investment on
research and development of high value-added and innovative products,
expanded the construction of “sales to rural” sales networks, “door to
door” logistics networks and “service to door” services networks in the
3rd to 4th tier markets, increased investment on global brand building
and marketing activities, as well as enhanced the ERP system, with an
aim to transforming itself from “an enterprise under informatization”
to "an informatized enterprise”.

The Group also implemented various measures to maintain healthy
operating cashflow. An innovative business model was implemented to
reduce inventory level by a make-to-order policy, thereby enhancing the
Group's operating efficiency and eventually achieving the zero distance
between the Group and its customers. As a result, the inventories of
the Group dropped 72.6% from HK$307 million as at 31 December
2008 to HK$84 million as at 30 June 2009, and the inventory turnover
days dropped 71.4% from 14 days as at 31 December 2008 to 4 days
as at 30 June 2009.

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 in
aggregate accounted for approximately 78.6% of the total revenue for
the first half of 2009 (1H2008: 80.3%). Despite the global economic
slowdown, sales from Washing Machine business for the first half of 2009
maintained at HK$4,173 million (1H2008: HK$4,263 million) which was
better than the industry average. The sales were mainly contributed by
sales in the 3rd and 4th tier markets and the rural market driven by the
Group’s well established distribution networks and continuous product
innovation. The Group continued to maintain its leading position in the
washing machine market in the PRC with market share of approximately
29.6% according to China Market Monitor.
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Business Review (Cont’d)

Washing Machine Business (Cont’d)

Thanks to our effective strategies to optimize product mix, minimize cost
and maintain low inventory level so as to benefit from the reduction
of raw material price in the market, the Group’s operating profit of
washing machine business rose significantly from HK$125 million for
the first half of 2008 to HK$174 million for the first half of 2009, whilst
the operating margin increased from 2.93% in the first half of 2008 to
4.17% in the first half of 2009.

Water Heater Business

The water heater business accounted for approximately 21.4% of the
Group revenue in the first half of 2009 (1H2008: 19.7%). Revenue
grew by approximately 8.7%, reaching HK$1,136 million in the first half
of 2009. According to China Market Monitor, the Group maintained
the largest market share in the water heater market in the PRC with
approximately 19.0% in the first half of 2009.

During the period, the Group successfully maintained effective cost
control system and low inventory level, as well as increased proportion of
high value-added products in the product mix. As a result, the operating
profit of the water heater business increased by 47.4% from HK$38
million in the first half of 2008 to HK$56 million in the first half of 2009,
whilst the operating margin increased from 3.64% in the first half of
2008 to 4.92% in the first half of 2009. The Group strongly believes
that it would be able to capture the growth opportunities in this market
in the long run by leveraging on its rich experience, expertise and strong
emphasis on research and development.

Overall, with Haier's transformation of its commercial model of “make-
to-order”, the development of the Group has been surely given impetus
by its product innovation, network innovation and self-motivated
management system innovation which create value for customers. The
Group will continue to strengthen its competitiveness by focusing on
its research and development capabilities with an aim to launch more
diversified products to the market. At the same time, the Group will
extend the sales, logistics and services networks in the rural and urban
markets to enhance sales performance. Moreover, the potential growth
in the domestic rural market and the international emerging markets
are expected to be the Group's new income drivers.
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To capture the opportunities offered by the favorable government
policies, the Group will strive to optimize its distribution networks and
develop innovative products to create value for customers. The Group is
also implementing effective measures to enhance operational efficiency
and maintain strong financial position to cope with unforeseen events
in the market. With its successful marketing strategies and optimized
product mix, the Group would be able to expand its market share in
the domestic markets, and to increase recognition worldwide particularly
in the international emerging markets. Meanwhile, the Group will put
more effort in the research and development of environmentally-friendly
and energy-efficient products, high value-added products as well as new
products leading the trend, with a view to further optimizing its product
mix and enhancing its profitability.

The Group has maintained a healthy financial and liquidity position with
a current ratio of 136% as at 30 June 2009 (at 31 December 2008:
123%). As at 30 June 2009, the Group had a cash and cash equivalent
balance of HK$1,164 million (at 31 December 2008: HK$696 million);
bank and other borrowings of approximately HK$162 million (at 31
December 2008: HK$ 162 million) of which approximately HK$78 million
(at 31 December 2008: HK$28 million) was due within one year and
approximately HK$84 million (at 31 December 2008: HK$134 million)

was due over one year.

Due to our focus on cash flow management, the Group was able to
maintain a strong cash position with a net cash balance (cash balance
less borrowings) of HK$1,002 million as at 30 June 2009. Our sufficient
balance of liquidity ensures the financial flexibility when the market
recovers and investment opportunities arise.

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

The Group's contracted capital commitments amounted to HK$30 million
as at 30 June 2009 (at 31 December 2008: HK$34 million), which were
mainly related to purchase of machinery for the expansion in production
capacity of the Group’s businesses.
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During the period, the Company entered into a placement agreement to
place up to 75,000,000 shares of HK$0.1 at the placing price of HK$0.65.
The net proceeds from the share placement amounted to approximately
HK$47.4 million. In addition, the Company issued non-listed warrants,
on the basis of four warrants for each placing share issued, at no initial
issue price, entitling the holder of each warrant to subscribe for one new
share, at an exercise price of HK$0.66 at any time for a period of four
years from the date of issue of such warrants. The Company intends to
apply the aggregate net proceeds from the Placing, together with the
proceeds from the issue of the warrant shares upon full exercise of the
subscription rights attaching to the warrants towards general working
capital of the Group and as funds for future development of the Group
when investment opportunities arise.

As at 30 June 2009, the Group maintained a gearing ratio (defined as
total borrowings plus Convertible Notes over net assets) of 11% (at 31
December 2008: 13%).

The Group employs a prudent approach to cash management and risk
controls. Most of the Group’s receipts and payments are denominated
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 2009, 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 9% 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 balance. The Group does not have any financial instruments for
hedging purposes.

The total number of employees of the Group as at 30 June 2009 was
approximately 15,000, representing a decrease of approximately 8% as
compared to 31 December 2008.
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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.

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

The directors do not recommend payment of any interim dividend (2008:
HK2 cents) and special dividend (2008: HK2 cents) for the six months
ended 30 June 2009.

The corporate governance practices adopted by the Company throughout
the period for the six months ended 30 June 2009 were consistent with
those disclosed in the Company’s 2008 Annual Report.

Compliance with Code on Corporate Governance Practices of the
Listing Rules

During the period for the six months ended 30 June 2009, the Company
had 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 ( “CEO") 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 CEOQ. 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.

rEERREEHFSHTEBAEHRT  RE—MRE
BEBAY  ZNRRERBERZICL - MM
BEGFEDRE -

ApEgEEMMEARRMALERE -
BOIARBER LHES ©

HEK

EETEEARBE_TTNAFAAA=THLLXEA
IRFEERHHARS(ZTT/\F 28 REFIRE
(ZZTNFE 28 -

ARARBE-BENE
iy 2 0 R EA R R
REE R

RAZ=+RBIERER M
AZ T N\FEHM

B >

BFETRACZECXEERERTA

REZZZTTNFSA=ZTHIEANEABRERN - B
TORBESN  ARB—BEETEEBMERZMER
RE([Hpr DR R AN LR MER14
EEEE AT RTRI(TEEERTR DOREBS
A <7 RIEST ([ 57 RIES ) B R R

RIETRANEIA 2.1 EFEETBAAR(1TTHRAR])
ZHAEREES X TEHE— ARBRE - AAF
BRI EETAATHEATRAE 2B - HRBLK
TAREZSIFE RANFRETRAHR BE B
EEMBITEE  UREAREXBEFCEES
HINAZE EXERRZRBREISRTESS
MEREM @R ERE  YREZRENE
REBISARNKARUIEL L EITRIERE o



Compliance with Code on Corporate Governance Practices of the
Listing Rules (Cont’d)

Under the Code Provision A.4.1, non-executive directors should
be appointed for specific terms, subject to reelection. 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 2009 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 as set out in Appendix 10 to the Listing Rules. Upon
enquiry by the Company, all directors of the Company had confirmed
that they had complied with the required standard as set out in the Haier
Electronics Model Code throughout the period for the six months ended
30 June 2009.

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 2009.

I 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, 10 August 2009
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Interests of Directors

As at 30 June 2009, 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
Securities and Futures Ordinance (“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.

Interests of Substantial Shareholders

As at 30 June 2009, 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:

Name of Shareholder

BRREE
Qingdao Haier Collective Asset Management &5 /SMEEEE
Association (“Haier Collective Asset EREmE ( [/E8

Management”) SREEEE] )

Haier Group Corporation (“Haier Corp”)
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Approximate

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

Qingdao Haier Group Holdings (BVI) Limited
("Haier BVI")

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

BEESRARERR
BRAR ( [BRAERE] )

EEEHREREREBVI)
ARAAE ( [/8@BVI] )

FEERBRNHBERAF
(58858 )

Number of percentage

Shares of total

Notes interested shareholding
BEEZSZ IERERE

libgza BRHHA BAED
1 1,376,392,592 67.91

2 1,376,392,592 67.91
3 1,376,392,592 67.91
4 547,115,110 27.00
392,677,482 19.38



Interests of Substantial Shareholders (Cont’d)

Notes:

1.

By virtue of the SFO, Haier Collective Asset Management was
deemed to be interested in 336,600,000 Shares held by its non-
wholly owned subsidiary, namely Haier Investment. In addition,
as Haier Investment was acting in concert with Haier Corp and
both Haier BVI and Haier Electrical Appliances Third Holdings (BVI)
Limited (“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 1,039,792,592 Shares, of which
547,115,110 Shares was held by Haier BVI as stated in note 4 below;
100,000,000 Shares was held by Haier Third BVI; and 392,677,482
Shares was held by Qingdao Haier which Haier Corp was deemed
to be interested 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 547,115,110 Shares held by Haier BVI as stated
in note 4 below and 100,000,000 Shares held by Haier Third BVI
pursuant to the SFO. As Haier Corp directly and indirectly held
43.54% interest in Qingdao Haier, it is deemed to be interested in
392,677,482 Shares held by Qingdao Haier.

Furthermore, as Haier Corp was acting in concert with Haier
Investment, Haier Corp was also deemed to be interested in
336,600,000 Shares held by 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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BEEREEARAF

Interests of Substantial Shareholders (Cont’d)

Notes: (Cont'd)

3. Haier Investment was holding 336,600,000 Shares as beneficial
owner and was deemed to be interested in 392,677,482 Shares
held by Qingdao Haier, 547,115,110 Shares held by Haier BVI as
stated in note 4 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.  Haier BVI was holding 547,115,111 Shares as beneficial owner.

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 2009, 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.

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 granted any further share
options under the Old Share Option Scheme. As at 30 June 2009, 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 and other controlled sources

Cert no. SGS-COC-004298
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