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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
and its subsidiaries (the “Group”) are principally engaged in the
research, development, manufacture and sale of washing machines
and water heaters in the PRC under the brand name of “Haier”.
The Group is also engaged in the integrated channel services
business for other home appliance products such as refrigerators,
televisions and air-conditioners, of both “Haier” and “non-Haier”
brands, substantially broadening its sources of revenue and driving
its profit growth.

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 engaging in the
research, development, production and sale of a wide variety of
household appliances (including the white goods) and consumer
electronic goods in the PRC. The products of Haier Group are now
sold in over 100 countries.
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Independent Non-executive Directors
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Alternate Director
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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)

Dr. LIU Xiao Feng
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Ms. Janine Junyuan FENG and Mr. GUI Zhaoyu
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Strategic Committee

Mr. ZHOU Yun lJie (Committee Chairman)

Dr. LIU Xiao Feng

Ms. Janine Junyuan FENG and Mr. GUI Zhaoyu
(alternate to Ms. Janine Junyuan FENG)

Company Secretary

Mr. NG Chi Yin

Legal Advisors

As to Hong Kong Law

DLA Piper Hong Kong

As to Bermuda Law

Conyers Dill & Pearman

Principal Banker in Hong Kong

Industrial and Commercial Bank of China (Asia) Limited

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
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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

2 Church Street

Hamilton HM 11

Bermuda

Branch Share Registrar and Transfer Office in Hong Kong
Tricor Tengis Limited

26/F., Tesbury Center

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

Websites

www.haier-elec.com.hk

Investor Relations Contact

Porda Havas International Finance Communications Group

Units 2009-2018, 20/F, Shui On Centre,
6-8 Harbour Road, Wanchai, HK

TEL: (852) 3150 6788
Fax: (852) 3150 6728
E-mail: haier-elec@pordahavas.com
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Interim Results

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 2012 together with comparative figures
(restated) for the corresponding period in 2011. 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 2012
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BREREEARARA(ARANESEEZRA
HARRAREMBAR(ARENDHE-T—=
FRAZTHERNBAZREERGEPHES
BR-Z-——FRAHZUEBRHEF(EY) - hEH
RESTFHPBERRDAELEZ  HELHER
BIZBRZBEEN -

LE &

HE—_ZFE——FNA=ZF+HIANEA

For the six months ended 30 June
BZX<A=+HILA<MEA

2012 2011

—E——F —T——%F

Notes RMB’000 RMB’000

k2 AR T ARET T

(Unaudited) (Restated)

(REER&) (E3)

REVENUE '@N 3 26,303,993 24,274,880

Cost of sales 88 &5 AR A (22,376,828) (21,425,631)

Gross profit EF 3,927,165 2,849,249

Other income and gains Hfb g A K &= 4 42,904 47,197

Selling and distribution costs HERDHE A (2,159,655) (1,518,612)

Administrative expenses THEBHR (838,674) (592,875)

Other expenses EmEA (137) (470)

Finance costs =YD 5 (31,215) (164)

PROFIT BEFORE TAX R Bt Al R 6 940,388 784,325

Income tax expense Fr 45 7 B 2 7 (191,640) (182,992)

PROFIT FOR THE PERIOD HA R R 748,748 601,333
Attributable to: AR & 75 Ak

Owners of the Company ZAN/NSI ) 712,426 588,546

Non-controlling interests IE 178 A% HE & 36,322 12,787

748,748 601,333

EARNINGS PER SHARE ATTRIBUTABLE

FRARRREESRER

TO OWNERS OF THE COMPANY 8
Basic HAK 30.10 cents o 26.03 cents 7
Diluted g 28.06 cents % 23.32 cents
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Condensed Consolidated Statement of BHGAEZEWER

Comprehensive Income

For the six months ended 30 June 2012

Bz —ZF——FNNA=+HI NEA

For the six months ended 30 June
BEXA=THLEXMEA

2012 2011

—2-=F —F %

RMB’000 RMB’000

AR T ARBEFT

(Unaudited) (Restated)

(REER) (E5))

PROFIT FOR THE PERIOD BMiE R 748,748 601,333
OTHER COMPREHENSIVE INCOME Hth 2 mEk &

Exchange differences on translation of foreign BMEBINEBTEREZR

operations 5,174 (5,626)

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD HRZHE W &= &5 753,922 595,707
Attributable to: LA &5 AL -

Owners of the Company ZAN/NEI 717,435 582,920

Non-controlling interests I 12 IR HE = 36,487 12,787

753,922 595,707
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Condensed Consolidated Statement of

Financial Position

30 June 2012
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30 June 31 December
2012 2011
—E-C-F —E——%
ANAB=+H +ZA=+—H
Notes RMB’000 RMB'000
M & AR¥T R ARBFT
(Unaudited) (Restated)
(REFER) (E75)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M- BERZE 9 1,169,849 990,212
Investment properties HEME 10 15,318 19,128
Prepaid land lease payments B L E R 255,985 259,377
Intangible assets BLAE 79,971 79,811
Available-for-sale investments AHERE 8,625 8,625
Deferred tax assets iR GE IR B B 378,821 382,642
Total non-current assets FRBEERE 1,908,569 1,739,795
CURRENT ASSETS REBEE
Inventories FE 1,983,072 2,114,687
Trade and bills receivables JEW R R ER 11 6,807,185 5,581,424
Prepayments, deposits and other TERFRIE - R Rk E A EIR
receivables BR X 760,526 870,516
Pledged deposits EEREFER 28,033 87,402
Cash and cash equivalents ReRBESFMEEL 4,284,231 3,961,781
Total current assets RBEERE 13,863,047 12,615,810
CURRENT LIABILITIES RBEE
Trade and bills payables FER R R R B 2 3,790,798 2,550,908
Tax payable JE - B 18 616,140 619,362
Other payables and accruals HiENER R EGTEE 4,625,645 5,326,539
Interest-bearing and other borrowings B E HMEE 25,000 25,000
Provisions B 13 453,512 466,466
Put option liabilities RLEEEE 32,700 900
Total current liabilities RBBEEEE 9,543,795 8,989,175
NET CURRENT ASSETS RBEERE 4,319,252 3,626,635
TOTAL ASSETS LESS CURRENT REERRBDAME
LIABILITIES 6,227,821 5,366,430
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Condensed Consolidated Statement of RGeS KRR R E
Financial Position (Contd)
30 June 2012 —E—ZFNA=F+H
30 June 31 December
2012 2011
—F-=F —F—F
AA=tH +ZHA=+—H
Notes RMB’000 RMB’000
B i AR® T ARET T
(Unaudited) (Restated)
(REERZ) (&%)
NON-CURRENT LIABILITIES kHRBEE
Convertible bonds A ¥ iR & 5 694,619 669,849
Interest-bearing and other borrowings & K Ef & 26,614 —
Provisions B & 13 243,717 224,944
Deferred income % E U A 42,560 42,910
Deferred tax liabilities EEFIESE 8,921 8,826
Put option liabilities ROLEEEE 124,300 114,100
Total non-current liabilities FRBEFELEE 1,140,731 1,060,629
Net assets BAEFHE 5,087,090 4,305,801
EQUITY =
Equity attributable to owners of the AN TR R OFEAL =
Company
Issued equity BEITHER 14 2,397,106 2,337,909
Equity component of convertible bonds A # % &% 2 #EZ B H 149,249 149,249
Reserves 1’ 2,200,275 1,538,227
4,746,630 4,025,385
Non-controlling interests FEAE IR 7 % 340,460 280,416
Total equity (A 5,087,090 4,305,801
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Condensed Consolidated Statement of
Changes in Equity

For the six months ended 30 June 2012

HRREEZSH X
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HEr—ZFE——FNNA=+HINEA

Attributable to the owners of the Company

Capital
reserve

E5RE
RMB'000
AR®TT ARETZ
(Unaudited) - (Unaudited)
(*E&H)

controlling

Non-
interests ~ Reserve  Retained fluctuation
Teserve funds profits

LR FRREE

B ERE:  REWH

RMB'000  RMB'000  RMB'000
ARETT ARETR ARBTZ ARz
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RE&H) (REER) (REER)

Total

reserves

Eit
RMB'000
AR®TT
(Unaudited)
(%E%&H)

Non-
controlling
Total interests Total equity

&% FEREE ERAE
RMB'000  RMB'000  RMB'000
ARETZ ARBTZ ARBTR
(Unaudited) (Unaudited) (Unaudited)
(RE®H) (REFH) (REER)

At 1 January 2012

As previously reported
Effect of business
combination

572,005

— 476355 3683774

- - 2675

1529825

8402

4016983 263810 4280853

8402 16,546 24,948

As restated REL]

Profit for the period A

Exchange differences o B EHSEH2
ranslaton of EiZE
foreign operations

572,005

— 476355 3686449
- - T4

1538201

712,426

5,009

4025385 280416 4305801
112426 030 74878

5009 165 5174

Total comprehensive ~~ HAZELE

income for #%
the period

Issue of shares Rh

Coptal contributions B HE
from
non-controlling
sharefolders

fuitysetted share~ WIREEHZE
option REzH
arrangements

Transfer of share option K& i 824
Teserve Upon kB
forfeture of share
options

Issue of put options
Changes in fair value of
put option

lahilties
Deemed disposel o EARFEARE
non-controling Rfebd

- — T

- - 1488

(1978) - -

M85
(19264)

0197

(20,000)

1775

(1978)

8,590)

717435 36487 753022
9933 - 29933

- 180 1807

0197 - 0197

(20,000) — (20000

(17752) (4,248 (22,000)

(1978) 1978 -

(8,590) - (8,590)

shareholders i
Deemed distibutions to AR ZRAA
holding fetté
companies Ak
At 30 June 2012

RAZHE 2397006

572,005

(1978) 47635 4400363

2,200,275

4746630 340460 5,087,090
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Changes in Equity (Contd)

For the six months ended 30 June 2011

Attributable to the owners of the Company

Condensed Consolidated Statement of ESHGEEZEHR(E)

BHE—F——FNA=ZF+HIANEA

KRARRER
Equity
Share- Non- component
Capital Capital based Share Controlling Exchange of Non-
Issued ~ reduction Capital ~ redemption Merger ~ payment option  Putoption  interests Reserve  Refaned fluctuation  Warant Total  convertible controlling
equity Teserve Teserve Teserve Teserve Teserve Teserve Teserve Teserve funds profits Teserve Teserve Teserves bonds Total  interests  Total equity
RauE B1ER MR THBE FERES NERD  ZRER TaRER
BEfEE BE  ETEE B AKEE LB BRERRE i BE HEEe  REEH ] BE RESE 28595 B fpREE  EREE
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'O00  RMB'O00  RMB'OO0  AMB'O00  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB0O0  RMBOO0  RMB'000
ARETR ARETZ ARETR ARETR ARETR ARBTR ARBTR ARMTR ARETR ARETR ARMTR ARETR ARETR ARBTR ARETR ARETR ARETR ARETR
(Unaudited) ~ (Unaudited)  (Unaudited)  (Unaudited) (Unaudited) (Unaudited) ~(Unaudited) (Unaudited)  (Unaudited)  (Unaudited) (Unaudited) (Unaudited) ~(Unaudited) (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) ~ (Unaudited)
(kEE7) (REFR) (REER) (REER) (REER) (REER) (REER) (REER) (REER) (REER) (REER) (REER) (REER) (RE%R) (REER) (REER) (REER) (REER)
A1 January 2011 RoF--%
-R-B
As previously reported WAL 2 248843 (1758526) 572,005 184 (1,270.866) - 39,060 - — 386000 2369447 12,74 - 350,046 — 2598889 24749 2813638
Effect of business $hatinze
combination - - - - 5127 - - - - - 1233 - - 6,960 - 6,960 13710 20670
As restated L] 248843 (1758526) 572,005 184 (1,265,139 - 39,060 - — 386000 2,370,680 1278 - 357,006 — 2605849 28459 2834308
Profit for the period byl - - - - - - - - - - 588,546 - - 588,546 - 588,546 12,787 601333
Eichange differences on - EEES %KL
transation of EizE
foreign operations - - - - - - - - - - - (5,626) - (5,626) - (5,626) - (5,626)
Total comprehensive B2 ELE
ncome for the #g
period - - - - - - - - - - 588,546 (5,626) - 582,920 - 582,920 12,781 595,707
Issue of shares BRG 68,700 - - - - - (1619 - - - - - - (1619 -6 L]
Caplal contrbutions— FERBERHE
from
non-controling
shareholders - - - - - - - - - - - - - - - - 19,600 19,600
Copital contributions ~ HELFEE
from the then BRAR
holding companies 1E
of subsidiaries - - - - 20,000 - - - - - - - - 20,000 - 20,000 - 20,000
Management senvices ~ EERELH
amangements - - - - - 70,000 - - - - - - - 70,000 - 70,000 - 70,000
fuitysetted share~~ WRAEEZE
option Tz
arrangements - - - - - - 4 - - - - - - i - 4 - 17724
Transfer of share option 8B BB R0
Teserve upon hERY
forfeture of shere B
options - - - - - - (953) - - - 953 - - - - - - -
Issue of put options i - - - - - - - (53,268) - - - - - (93,268) - (53,268) (40730 (94,000)
Divdends paid to the ~ ERHEATE
then holding Btk
companies of ATRE
subsidiaries - - - - - - - - - - (3,000 - - (3,000 - 3,000 - (3,000
Deemed disroutions to 5 AR AR A7
holding feindy
companies Ak - - - - (23,800 - - - - - - - - (23,800 - (23,800 - (23,800
At 30 June 2011 W§--F
RASHE 23053 (17585 572005 B (126899 0000 542 (53269) — 386000 2957179 7116 — 95963 — 38506 2001 350360
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SEEBEEARAT
Condensed Consolidated Statement of Cash BHGAEREARER

Flows

For the six months ended 30 June 2012 B —F——F NA=+HINEA

For the six months ended 30 June

BESNA=tTHILEAEA

2012 201
—E——F —E——F
RMB’000 RMB'000
AR¥ TR ARBTFT
(Unaudited) (Restated)
(REER) (E5))
Net cash flows from operating activities REKEEBZ
RemneHa 413,611 520,803
Net cash flows used in investing activities WEEESAZ
RemnEFaR (162,796) (193,857)
Net cash flows from / (used in) financing activities ke (ARBMEESZ
RemEFR 56,500 (57,232)
NET INCREASE IN CASH AND CASH EQUIVALENTS H&RBESEEEAZ
2= 2 307,315 269,714
Cash and cash equivalents at beginning of period HyzRe Rk
ReEEER 3,936,781 2,567,468
Effect of foreign exchange rate changes, net EREB) A FR 15,135 (12,143)
CASH AND CASH EQUIVALENTS AT END OF PERIOD HiI#R R &R
Re&%EER 4,259,231 2,825,039
ANALYSIS OF BALANCES OF CASH AND CASH ReRkBE&EEERZ
EQUIVALENTS RO
Non-pledged cash and bank balances FEHRRE R
IR 1T 45 84 3,982,398 2,784,661
Time deposits 7E B 17 3K 301,833 285,378
Cash and cash equivalents as stated in the statement Bf##k R &K F A% 2R &
of financial position ;R EMEIEE 4,284,231 3,070,039
Less: time deposits with original maturity of over B R EUVS E AR R B A
three months when acquired RE®R =A< EH
SN (25,000) (245,000)
Cash and cash equivalents as stated in the statement JR&REXRTHIIZEE
of cash flows ;IReEMEIER 4,259,231 2,825,039
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Notes to Condensed Consolidated Interim
Financial Statements

Corporate information

Haier Electronics Group Co., Ltd. is a limited liability company
incorporated in Bermuda. The registered office of the Company
is located at Clarendon House, 2 Church Street, Hamilton
HM11, Bermuda.

In the opinion of the directors, the immediate holding
company of the Company is Qingdao Haier Co., Ltd. (“Qingdao
Haier”), which is established in the People’s Republic of China
(the “PRC"), and the controlling shareholders of the Company
are Haier Group Corporation (“Haier Corp”) and Qingdao Haier
Investment and Development Co., Ltd. (“Haier Investment”)
(collectively referred to as “Haier Group”), which are
established in the PRC, by reason of their acting in concert
with each other in respect of the Company. Qingdao Haier is a
non wholly-owned subsidiary of Haier Corp.

During the period, Shandong Goodaymart Electric Appliance
Co., Ltd. (“Shandong Goodaymart”), a 51%-owned subsidiary
of the Company, acquired 50.5% interests in Zhucheng
Goodaymart Electric Appliance Co., Ltd., Yanzhou Goodaymart
Electric Appliance Co., Ltd.,, Rizhao Lingyun Goodaymart
Electric Appliance Co., Ltd., Jining Goodaymart Electric
Appliance Co., Ltd., Taian Goodaymart Electric Appliance Co.,
Ltd., Jinan Goodaymart Trading Co., Ltd., Qufu Goodaymart
Electric Appliance Co., Ltd. and Qingdao Yatai Goodaymart
Electric Appliance Co., Ltd. and a 51% interest in Laiwu
Goodaymart Electric Appliance Co., Ltd. at an aggregate
consideration of RMB8.59 million. These acquired entities were
non wholly-owned subsidiaries of Haier Group and are
principally engaged in the sales of electrical appliances in
Mainland China.

These transactions are collectively referred to as the
"Acquisition Transactions” and the entities acquired in the
Acquisition Transactions are collectively referred to as the
"Acquired Entities”.

The principal activities of the Company and its subsidiaries
(collectively referred to as the “Group”) are described in note
3 to the condensed consolidated interim financial statements.
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Notes to Condensed Consolidated Interim
Financial Statements (Contd)

Basis of preparation and accounting policies

The condensed consolidated interim financial statements have
been prepared in accordance with International Accounting
Standard 34 “Interim Financial Reporting” promulgated by the
International Accounting Standards Board. These financial
statements are presented in Renminbi (“RMB”) and all values
are rounded to the nearest thousand except when otherwise
indicated.

The condensed consolidated interim financial statements do not
include all the information and disclosures required in the
annual financial statements, and should be read in conjunction
with the Group’s financial statements for the year ended 31
December 2011.

Merger accounting for business combinations under
common control

Pursuant to the Acquisition Transactions, the Company became
a holding company of the Acquired Entities. Since the
Company and the Acquired Entities were ultimately controlled
by Haier Group both before and after the completion of the
Acquisition Transactions, the Acquisition Transactions were
accounted for using the principles of merger accounting.

The condensed consolidated income statements, condensed
consolidated statements of comprehensive income, condensed
consolidated statements of changes in equity and condensed
consolidated statements of cash flows of the Group for the six
months ended 30 June 2012 and 2011 include the results,
changes in equity and cash flows of all companies then
comprising the Group and the Acquired Entities, as if the
corporate structure of the Group immediately after the
completion of the Acquisition Transactions had been in
existence throughout the six months ended 30 June 2012 and
2011, or since their respective dates of acquisition,
incorporation or registration, where this is a shorter period.
The condensed consolidated statement of financial position of
the Group as at 31 December 2011 was prepared to present
the state of affairs of the Group and the Acquired Entities as
if the corporate structure of the Group immediately after the
completion of the Acquisition Transactions had been in
existence and in accordance with the respective equity interests
and/or the power to exercise control over the individual
companies attributable to the Company as at 31 December
2011.
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Notes to Condensed Consolidated Interim
Financial Statements (Contd)

2. Basis of preparation and accounting policies (Contd)

Merger accounting for business combinations under
common control (Cont’d)

The operating results previously reported by the Group for the
six months ended 30 June 2011 have been restated to include
the operating results of the Acquired Entities as set out below:

AR E P BHRRMEE)

2. HmREEREFBREE)
HREZHTREEEHEH S EE(F)
AEEBERER BE-_T——F A=+

BIEARBEARLEEGEDED - UABHEUATHR
BRUBEER I EEEE:

The Group
(as previously Acquired The Group
reported) Entities Elimination (combined)
rEE rEE
(MBE2HK) mlEER 1 85 (&6
RMB'000 RMB'000 RMB'000 RMB'000
AR FT AR FT AR FT AR FT
(Unaudited) (Unaudited) (Unaudited) (Restated)
(REEEZ) (REEEZ) (REEEZ) (E75))
Revenue WA 24,148,982 195,748 (69,850) 24,274,880
Profit before tax B A% A & A 777,862 6,463 — 784,325
Profit for the period Hfi A 4 7l 599,104 2,229 — 601,333

The financial position previously reported by the Group at 31
December 2011 has been restated to include the assets and

AEEBEERI N T ——F+_H="
—BBRREES] - ABIEAT I H K

liabilities of the Acquired Entities as set out below: BERBCZEERAE:
The Group
(as previously Acquired The Group
reported) Entities Elimination (combined)
rEHE rEHE
(BE2]K) WU EEER I 8 (& 6f)
RMB’000 RMB’000 RMB’000 RMB’000
AR F T AR F T AR F T AR F T
(Audited) (Unaudited) (Unaudited) (Restated)
(KHE=%) (REEEZ) (REEEZ) (E5))
Non-current assets  FER B & E 1,739,647 148 — 1,739,795
Current assets mENE E 12,554,389 61,421 — 12,615,810
Current liabilities mEBE 8,952,554 36,621 — 8,989,175
Non-current IEmBEE
liabilities 1,060,629 — — 1,060,629
Equity = 4,280,853 24,948 — 4,305,801
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Notes to Condensed Consolidated Interim
Financial Statements (Contd)

Basis of preparation and accounting policies (Contd)

Merger accounting for business combinations under
common control (Cont’d)

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 2011, except in relation to the following
revised International Accounting Standard (“IAS") that affects
the Group and is adopted for the first time for the current
period’s financial statements.

IAS 12 Amendments Amendments to IAS12 Income Taxes
— Deferred Tax: Recovery of

Underlying Assets

IAS 12 Amendments clarify the determination of deferred tax
for investment property measured at fair value. The
amendments introduce a rebuttable presumption that deferred
tax on investment property measured at fair value should be
determined on the basis that its carrying amount will be
recovered through sale. Furthermore, the amendments
incorporate the requirement previously in SIC-Int 21 /ncome
Taxes — Recovery of Revalued Non-Depreciable Assets that
deferred tax on non-depreciable assets, measured using the
revaluation model in IAS 16, should always be measured on a
sale basis. The adoption of the revised IAS has had no
significant effect on these financial statements.
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Notes to Condensed Consolidated Interim
Financial Statements (Contd)

3. Operating segment information
For management purposes, the Group is organised

business units based on their products and services and has

three reportable operating segments as follows:

(a) the washing machine business segment manufactures and

sells washing machines;

(b)  the water heater business segment manufactures and sells

water heaters; and

(c)  the integrated channel services business segment provides
logistics, after-sale and other value-added consumer
services as well as sells and distributes home appliances
and other products procured from subsidiaries and/or
associates of Haier Group (“Haier Affiliates”) and other

external parties.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions about
resources allocation and performance assessment. Segment
performance is evaluated based on reportable segment profit,
which is a measure of adjusted profit before tax. The adjusted
profit before tax is measured consistently with the Group's
profit before tax except that interest income and finance costs,
as well as head office and corporate expenses are excluded

from such measurement.

Segment assets exclude deferred tax assets, pledged deposits,
cash and cash equivalents and other unallocated head office
and corporate assets as these assets are managed on a group

basis.
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Notes to Condensed Consolidated Interim
Financial Statements (Contd)

3.

Operating segment information (Cont‘d)
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AR E PR B RRMEE

3. RESWEMRME)

==

For the six months ended BETIFEHLREAR
Washing machine business Water heater business  Integrated channel services Total
KEREEHR BkBERY REGARBER w3t
2012 201 2012 2011 2012 2011 2012 201
-%8--f -%--% <Z%--f -T--% =Z®-Zf C-Z--% <-B-Zf _"T--%
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AR¥TRT ARETR AR¥Tr ARETT ARETR AREFTR AR®TR ARETR
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) (Restated)  (Unaudited) (Restated)
(RBER) (REER) (RBER) (REFR)  (RBER) (7)) (RBER) (831)
Segment revenue: AEBA:
Sales to external customers  FNEEFHE 1,901,065 1,732,399 466,499 435,045 23,936,429 22107436 26,303,993 24,274,880
Intersegment sales PERAHE 3,628,362 3,428,668 1,471,659 1,318,571 383,573 324,224 5,483,594 5,071,463
5,529,427 5,161,067 1,938,158 1,753,616 24,320,002 22,431,660 31,787,587 29,346,343
Reconciliation: HE:
Elimination of intersegment ¥ # 5 EHH &
sales (5,483,594) (5,071,463)
Segment revenue L ON 26,303,993 24,274,880
Segment other income and A E MK AR
gains ¢ 9,091 17,460 6,603 8,99 16,971 14,977 32,665 4,431
Total segment revenue, AREBA - A RAR
other income and gains lhgagtl 26,336,658 24,316,311
Segment results PEEE 387,345 313,665 220,546 153,696 390,144 338,646 998,035 806,007
Reconciliation: Fol
Elimination of intersegment ¥ 5 BRI ¥ &
results 15,546 (2,099)
Interest income IV ON 10,239 5,766
Corporate and other RAREHMASE
unallocated expenses £8 (52,217) (25,185)
Finance costs BERK (31,215) (164)
Profit before tax BREAER 940,388 784,325
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Notes to Condensed Consolidated Interim FHHAREPHM B RERME(E)
Financial Statements (Contd)
3.  Operating segment information (Contd) 3. RESEENE)
Washing machine business Water heater business Integrated channel services Total
EREER BKEER REGARBER @zt
30 June 31 December 30 June 31 December 30 June 31 December 30 June 31 December
2012 2011 2012 2011 2012 2011 2012 2011

~%--f %% -®--f £ -F--F  _F--F -R--F  —3-F
ABEZtR tZA=t-BE  AA=tR tZAZt-8  RASTR TZAZT-A AASTR tZAZT-E

RMB’'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB’'000 RMB'000
ARETR ARETT AR¥TR ARETT AR%TR ARETT AR%®TR AREFT
(Unaudited) (Audited)  (Unaudited) (Audited)  (Unaudited) (Restated)  (Unaudited) (Restated)
(REEK) (8% (REER) (B5%) (RBER) (B3) (REBEH) (E5)
Segment assets NEEE 4,488,839 3,739,397 1,636,216 1,034,867 6,290,739 5,309,424 12,415,794 10,083,688
Reconciliation: HE:
Elimination of intersegment %1 7% B f B
receivables EX (2,062,591) (2,292,098)
Deferred tax assets BERELE 378,821 382,642
Pledged deposits BERAER 28,033 87,402
Cash and cash equivalents B RELSE
BB 4,284,231 3,961,781
Corporate and other RARAREMAD
unallocated assets HEE 727,328 2,132,190
Total assets AEQE 15,771,616 14,355,605
4.  Other income and gains 4. HiWARWKE
For the six months ended 30 June
BZAA=1+RHILXEA
2012 2011
—E——F —E——%F
RMB’000 RMB’'000
AR T ARBTF T
(Unaudited) (Restated)
(REER) (E7))
Government grants * B> 3,383 16,390
Compensation received from suppliers Bt EEEEE 18,321 13,741
Bank interest income RITF B WA 10,239 5,766
Dividend income from available-for-sale AP ERERBIRA
investments 4,905 —
Gross rental income in respect of buildings #EF M & A A%E 1,008 3,034
Others HAh 5,048 8,266
42,904 47197
* Various government grants were received for conducting * HAERREE MR REEXBFRNZIA
businesses in Qingdao and Wuhan. There are no unfulfilled BR#SE AR TERNRERZ
conditions or contingencies relating to these grants. REFR KA EIR -
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Notes to Condensed Consolidated Interim

Financial Statements (Contd)

5.

Finance costs
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EHRE PR B RRIEE)

For the six months ended 30 June
BZAA=1THLXMEA

2012 2011
— —E——F
RMB’000 RMB'000
AR TR AREBTT
(Unaudited) (Unaudited)
(REER) (REEEZ)

Interest on borrowings wholly repayable ARTERNETHEEREZ
within five years BEEHNE 749 164
Interest on convertible bonds A RESFE 30,466 —
31,215 164

Profit before tax

The Group's profit before tax is arrived at after charging:

6. ERBLAEF

For the six mont

AEE 2 bR A N 2 HBR T 5 &8

hs ended 30 June

BESNA=tHILEAEA

2012 201
—E——F —T——4F
RMB’'000 RMB’'000
AR TR ARBF T
(Unaudited) (Restated)
(REER) (&%)
Depreciation of property, plant and mE BERZHERTE

equipment 44,667 42,230
Depreciation of investment properties REMENE 596 716
Recognition of prepaid land lease payments #E R TE (- b T & 78 3,392 2,309
Amortisation of intangible assets mEEE#E 2,898 334

Loss on disposal of items of property, plant HEME  BEREZEBEEZ
and equipment & 18 125 78
Equity-settled share option expense IR EE 2 BRERX 22,197 17,724
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Notes to Condensed Consolidated Interim
Financial Statements (Contd)

Income tax

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 (2011: Nil).

Tax on profits assessable elsewhere in 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 followed by a 50% reduction for the next
consecutive three years. Certain subsidiaries of the Group are
entitled to preferential tax treatments of reduction in CIT rates
to 15%.

AR E P BHRRMEE)

&

HIA - AR EY EEARAEE 2 BRTE
Ao AT EELEENSHEE(CT—
—FE)-

A AP B L i b 52 Bt R SR A U 2 B IR
TiEREATEERAEH(TRERAEHRD)
MEFE - AEBEETHBRARAERZEN
BEEFSE BRERRLEMSH UK
BEEENFEEMEFEE2BRREE
M CREREBE=—FEHRR0%EE
EH - AEBEETHERARNEEZEHRE
BEGSE REBRENEEMESHEI5%H
i o

For the six months ended 30 June
BEARA=t+HLAEAR

2012 201

—E-CF —ZT——%F

RMB’000 RMB’'000

AR¥ TR ARBF T

(Unaudited) (Restated)

(REE®) (E75))

Current — Mainland China BEl — AR A 187,819 151,983

Deferred IR iE 3,821 31,009

Total tax charge for the period AR IE S HAERE 191,640 182,992
Earnings per share attributable to owners of the company ARERREEERER

The calculation of the basic earnings per share amount is based
on the profit for the period attributable to owners of the
Company, and the weighted average number of ordinary
shares of 2,366,753,354 (2011: 2,260,765,535) in issue during
the period.

The calculation of the diluted earnings per share amount is
based on the profit for the period attributable to ordinary
equity holders of the Company, adjusted to reflect the interest
on the convertible bonds, where applicable (see below). The
weighted average number of ordinary shares used in the
calculation is the number of ordinary shares in issue during the
period, as used in the basic earnings per share calculation, and
the weighted average number of ordinary shares assumed to
have been issued at no consideration on the deemed exercise
or conversion of all dilutive potential ordinary shares into
ordinary shares, and the contingently issuable shares.
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Notes to Condensed Consolidated Interim G E P B RR M (&)
Financial Statements (Contd)
8.  Earnings per share attributable to owners of the company 8. ZXATRRELSRENE)
(Cont’d)
The calculations of basic and diluted earnings per share are BREAREERFNZUTSENE:
based on:

For the six months ended 30 June
BZX~A=+HIEAXMEA

2012 2011
—E——F —T——f
RMB’'000 RMB’'000
AR¥F R ARBFT
(Unaudited) (Restated)
(REE®R) (E5))
Earnings B
Profit attributable to ordinary equity holders MR EEREREN 2
of the Company as used in the basic AN A)E 5 AR R R A5 R T
earnings per share calculation 712,426 588,546
Interest on convertible bonds AR E 5 A B 30,466 —
742,892 588,546
Number of shares
gk 4=
For the six months ended 30 June
BZEANA=t+HLEXEA
2012 201
—E-——F —F——4F
(Unaudited) (Unaudited)
(REE®) (REEEZ)
Shares IR 4
Weighted average number of ordinary shares AR EERERNET 2 HRK
in issue during the period used in the basic ~ B2 77T @A NAEFHA K
earnings per share calculation 2,366,753,354 2,260,765,535
Effect of dilution — weighted average BEre® — TRRMEFS
number of ordinary shares: i 21 -
Warrants R B 118,951,069 200,939,065
Share options i % 51,496,352 62,566,380
Contingently issuable shares* A TERITZRG 2,000,000 —
Convertible bonds GRS 100,000,000 —
Total @5t 2,639,200,775* 2,524,270,980
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Notes to Condensed Consolidated Interim
Financial Statements (Contd)

10.

Earnings per share attributable to owners of the company

(Contd)

* As the diluted earnings per share amount is increased when
taking convertible bonds into account, the convertible bonds
had an anti-dilutive effect on the basic earnings per share for
the period and were ignored in the calculation of diluted
earnings per share for the period. Therefore, diluted earnings
per share amount for the period is based on the profit for the
period of RMB712,426,000, and the weighted average number
of ordinary shares of 2,539,200,775 in issue during the period.

# The contingently issuable shares represented the estimated
number of consideration shares to be issued to certain non-
controlling shareholders of the Group's subsidiaries. These non-
controlling shareholders of the Group's subsidiaries entered into
incentive agreements with the Company and met the prescribed
financial and operational performance targets of the Group's
subsidiaries during the period.

Property, plant and equipment

During the period, the Group incurred construction costs for
production plants and purchased items of property, plant and
equipment at a total cost of RMB227,471,000 (2011:
RMB71,548,000 (restated)). During the period, the Group
disposed of items of property, plant and equipment with a
total net carrying amount of RMB3,437,000 (2011:
RMB6,610,000).

Investment Properties

During the period, the Group disposed of certain investment
properties with a total net carrying amount of RMB3,214,000
(2011: Nil).
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Notes to Condensed Consolidated Interim
Financial Statements (Contd)

11.

Trade and bills receivables

The Group's trading terms with its customers are mainly on
credit, except for new customers, where payment in advance is
normally required. The credit period is generally one month,
extending up to three months for major customers.

An aged analysis of the trade receivables as at the end of the

Haier Electronics Group Co.,
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EHRE PR B RRIEE)

1. EWERRRERE

AEBEEZFZHENEZGRIAEER

THEFELHI

BEMEPABNR

H-EEHATR—EA ZEXEFZEE

ez E=@H -

RIBEARBEERR (T MBREE) 2 BREKIZ

reporting period, based on the invoice date and net of EEHEBAOTET
provisions, is as follows:
30 June 31 December
2012 2011
—E--F —ET——%F
ANB=T+H +ZA=+—H
RMB’000 RMB'000
AR¥ET R ARBFT
(Unaudited) (Restated)
(RBER) (E75)
Trade receivables: FEWBR 5K
Within 1 month 1ME A A 1,246,394 1,133,392
1 to 2 months 12218 A 171,834 136,688
2 to 3 months 2Z31E A 34,235 117,774
Over 3 months 8 R 31E A 55,274 82,124
1,507,737 1,469,978
Bills receivable JE W R & 5,299,448 4,111,446
6,807,185 5,581,424

Included in the Group’s trade and bills receivables are amounts
due from Haier Affiliates totalling RMB808,321,000 (31
December 2011: RMB862,688,000), which are repayable on
similar credit terms to those offered to the major customers of
the Group.

RNEBH 2z BREREEEBEREKE R
BATHEAHE AREK-808,321,000T(=F
——F+ZA=+—H: AR%862,688,000
) R BARERTASEEZTERRPH

EEGERRBLUNGERES -
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Notes to Condensed Consolidated Interim
Financial Statements (Contd)

12. Trade and bills payables
An aged analysis of the trade payables as at the end of the

AR E P BHRRMEE)

12. ENERRRRE
RBERRENERZRRREZAHON

reporting period, based on the invoice date, is as follows: N
30 June 31 December
2012 2011
—E-—C—F —E——F
RA=t+H +ZA=+—H
RMB’000 RMB'000
ARBTR AR FT
(Unaudited) (Restated)
(REE®R) (E5))

Trade payables: FEASFBR 5K -

Within 1 month 1M&8 AR 3,043,569 2,015,482
1 to 2 months 12218 A 168,073 73,523
2 to 3 months 2&3f@ A 36,265 32,764
Over 3 months BiE31E A 125,760 80,250
3,373,667 2,202,019
Bills payable ENEE 417,131 348,889
3,790,798 2,550,908

Included in the Group’s trade and bills payables are amounts
due to Haier Affiliates totalling RMB2,469,914,000 (31
December 2011: RMB1,461,642,000), which are repayable on
similar credit terms to those offered by similar suppliers of the
Group.

13. Provisions

The Group provides installation services and warranties of one
to ten years to its customers on washing machines and water
heaters, under which faulty products are repaired or replaced.
The amount of the provision for the warranties is estimated
based on sales volume and past experience of the level of
installation services rendered, repairs and returns. The
estimation basis is reviewed on an ongoing basis and revised
where appropriate.
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Notes to Condensed Consolidated Interim
Financial Statements (Contd)

14.

Issued equity

Share options

During the period, 6,085,000 share options were exercised for
6,085,000 shares of the Company of HK$0.1 each at an
exercise price of HK$1.7 per share and 2,750,000 share options
were exercised for 2,750,000 shares of the Company of HK$0.1
each at an exercise price of HK$4.82 per share.

Warrants

During the period, 20,000,000 warrants were exercised for
20,000,000 shares of the Company of HK$0.1 each at an
exercise price of HK$0.66 per share.

Shares

During the period, 10,056,372 ordinary shares of the Company
were issued as consideration shares to certain Haier franchises
store owners who entered into management services
agreements with the Group and achieved the prescribed
performance targets for the year ended 31 December 2011.
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ERITHES

B PR R

AN - 6,085,00017 8 IR #EJE 1T (2 LA IR 1T
BFMR1.78 L H16,085,000 % & A% E{EO0.1
I Z ANRRRLD ¢ 2,750,000 B8 A% 1 &
TTE AR IT# (B & i4.8278 T 2,750,000
&R EEONE L 2 ARAIIEMD °

RIREE

H3 + 20,000,00017) R IXAE B 1T AL 1T
{# (& 5 1%0.667% Jr #2 51 20,000,000 % & i Al
B0 1L 2 AR E R AD -

% 2

A BREAEETLEERSHE LR
HE-_ZT——F+-_A=+-—HLEFEEK
EEXRBREEMNETSBRMB/EHREART
10,056 372 A AElEBR - EFARER
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Notes to Condensed Consolidated Interim
Financial Statements (Contd)

15. Related party transactions

15.

(a) 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:

BEAEXRS

AR E P BHRRMEE)

B % 5 B 15 R H A B0 0 & A 6 B S
ATRFZIHN - A E B R A R
BALGETATEARS:

For the six months ended 30 June
BZXA=1+HLEAEA

2012 201
—E-=F —E——F
RMB’000 RMB’'000
AR TR AR F T
(Unaudited) (Restated)
(REER) (275

Export sale of washing machines and water [ 4% % 7< # & 27k 25
heaters 738,605 619,457
Domestic sale of products A3 B E @ 49,823 1,310
Purchase of finished goods KB E K, 14,247,427 14,217,441
Purchase of raw materials BB RE 4,831,381 4,248,337
Printing and packaging fee expenses R EBEESH 31,850 26,417
Mould charges RAEET W 89,766 121,826
Utility service fee expenses PARBEXZH 43,411 45,247
Promotion fee expenses EEEBETH — 60,000
Other service fee expenses HiwRE B H 140,808 99,443
Interest expenses FMEZH 749 164
Interest income PSRN 4,277 3,983
Other financial service fees Hih & mk% s 3,443 699
Logistic services income Y7 BR 75 WA 874,534 825,084
After-sale service income EERBWKA 113,71 57,552
Premise lease income wEBERA 1,008 —
Premise lease expenses MEREMX — 1,353

The above transactions were conducted in accordance
with the terms and conditions mutually agreed by both

parties.
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Notes to Condensed Consolidated Interim

Financial Statements (Contd)

15. Related party transactions (Contd)

(b)  Other transactions with related parties:
During the period, the Group acquired the Acquired
Entities at an aggregate consideration of RMB8.59
million, which was determined with reference to the
respective amounts of paid-in capital of the Acquired
Entities. Further details of these transactions are included
in note 1 to the financial statements.

() Compensation of key management personnel of the (©)

Group:
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(b) HEEATZHMRS:

Mgk o

HA AEBNLNEREARY
8,590,000 M BW W ERE - H 5K
SERUBEREEZHNELREE °
RERGZE-THBERUBRE

FEBIEEREABZHMH:

For the six months ended 30 June
BEXA=1+HLEXMEA

2012 2011

—E-——F —F——14F

RMB’'000 RMB’'000

AR¥ TR AR T T

(Unaudited) (Unaudited)

(REER) (REEEZ)

Short term employee benefits HHEERA 972 1,717

Equity-settled share option expense AR A EE 7 ERERS 2,340 2,148
Total compensations paid to key BENTEEERBABEZH

management personnel Tl 42 28 3,312 3,865

Interim Report 2012
“E - FhERE



28

Haier Electronics Group Co., Ltd

BHEREEERATF

Notes to Condensed Consolidated Interim
Financial Statements (Contd)

AR E P BHRRMEE)

15. Related party transactions (Cont'd) 15. BEALIXRZ(E)

(d) In addition to the balances of trade receivables and trade (d)  BREFFS SRR M 111207 99 Bl i 2= 1B
payables due from/to Haier Affiliates as disclosed in the W/ BN EREEBATZEKESER
notes 11 and 12 to the financial statements, respectively, RERENESGERZEHRIN AEEH
the Group had the following material outstanding RmERREBREBA LT ZEKRR
balances with Haier Affiliates at the end of the reporting BELGHRWT:
period:

30 June 31 December
2012 2011
—_E-—-F —F——
AA=tH +ZH=+—H
Notes RMB’000 RMB’'000
k=3 AR T AR T T
(Unaudited) (Audited)
(REEER) (EFEZ)
Cash and cash equivalents ReRkBESFHEEL (i) 742,445 747,154
Prepayments, deposits and other FEfFZIE « & K H M
receivables JE T AR K (ii) 210,687 222,617
Other payables and accruals Hfth FE < BR 3k I FE 5T
=R (i) 1,029,573 1,176,495
Interest-bearing and other HERHMEE
borrowings (i) 25,000 25,000

Notes: B it -

(i) The balances represented deposits placed with Haier (i) EREFTHRNEREENBERE
Group Finance Co., Ltd. (“Haier Finance”), a subsidiary of ERAI(ERYH] BERERZ
Haier Group and a financial institution approved by the WEABIRPEARKRITRAZEH
People’s Bank of China. W) 2 TR e

(i)  The balances are unsecured, interest free and are (i) ZEEHA/BER 2ERARKE
repayable on demand. KEE -

(i) The balance represented borrowing from Haier Finance, (i) HHREEEBEMBBAZEE A
which was secured by floating charges over certain of NEEA HE A RB38,500,0007T (=
the Group’s inventories totalling RMB38,500,000 (31 T——F+-_A=Z+—H: AR¥
December 2011: RMB38,500,000). 38,500,0007T) By & T 17 | IAF B #

RER -
16. Contingent liabilities 16. FIREME
At the end RBEHR AEEBTETRNERLAE

of the reporting period, the Group did not have

any significant contingent liabilities.
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Notes to Condensed Consolidated Interim
Financial Statements (Contd)

17.

18.

Pledge of assets

The Group’s short term bank loans as at 30 June 2012 were
secured by floating charges over certain of the Group’s
inventories totalling RMB38,500,000 (31 December 2011:
RMB38,500,000). In addition, certain of the Group’'s bills
payable as at 30 June 2012 were secured by the pledge of the
Group’s bank deposits amounted to RMB28,033,000 (31
December 2011: RMB87,402,000) and the Group’s bills
receivable amounted to RMB189,535,000 (31 December 2011:
RMB250,453,000).

Operating lease arrangements
As lessor

The Group leases its investment properties under operating
lease arrangements, with leases negotiated for terms of one
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17.

18.

EEEW
REBR-_T——FNA=ZTBENRHET
ERUAREELEAARK38,500,0007T (=
T——F+-_A=+—H: AKR¥38,500,000
TOMGFEEL FEHRELER - LI KE
BER-_ZE——F X NA=Z+tHNETENEZE
AR EE 2 RT3 A R#28,033,0007T (=
T——F+=ZA=+—08: AR¥87402,000
o) RAREE 2 FEWE B A K %189,535,000
T ——F+-_A=Z+—H: AR¥
250,453,0007T) {E K 7 ©

REHENZH
ERHBAA

AEBERBEEHOLHHEEREDE -
BELHRE—F -

year.

At the end of the reporting period, the Group had total future RMERR - ARERBER T BRI 2

minimum lease receivables under non-cancellable operating TREIBZEEHAOERRERREES

leases falling due as follows: HEE
30 June 31 December
2012 2011
—E-—fF s

~A=+H +=ZA=+—H

RMB’000 RMB’000

AR TR AR T T

(Unaudited) (Audited)

(REER) (LEZ)

Within one year —FR 1,008 1,008
As lessee fER A A

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

AEERBEEHOZHEARETYE - H
RAYEZEZHBANT —FERF -
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Notes to Condensed Consolidated Interim
Financial Statements (Contd)

AR E P BHRRMEE)

18. Operating lease arrangements (Cont'd) 18. REMOZTH (&)
As lessee (Cont'd) EAREBAE)
At the end of the reporting period, the Group had total future REER - AEERBRTIHMIE 2
minimum lease payments under non-cancellable operating TREBECCEHOEARARENZEES
leases falling due as follows: BmEMT
30 June 31 December
2012 201
—E-CF —E——F
<A=+H +=—RA=+—H
RMB’000 RMB’'000
AR TR ARBF T
(Unaudited) (Audited)
(REER) (BEZ)
Within one year —F A 81,696 59,763
In the second to fifth years, inclusive E_ZENFE(BEEERE) 50,354 56,939
After five years hF & 2,448 2,995
134,498 119,697
19. Commitments 19. RiE

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

the end of the reporting period:

B b ST RE18PT R 2 48 % FH #0 HE S - R
SENREHRE AT ALE:

30 June 31 December
2012 201
—g-—=fF —E——%
AA=tB +ZAHA=+—H
RMB’000 RMB’'000
AR® T ARBTT
(Unaudited) (Audited)
(REER) (LEZ)
Authorised, but not contracted for: EEEEKRTLN:
Land and buildings T T 158,460 267,677
Contracted, but not provided for: EHENEE 33K
Property, plant and equipment VI B MR 248,825 200,972
407,285 468,649
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Notes to Condensed Consolidated Interim
Financial Statements (Contd)

20.

31

Haier Electronics Group Co., Ltd
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RS PR B RRIEE)

Fair value 20 A¥HE
The carrying amounts and fair value of the Group's financial REBZMBITAZERABELRATFEET
instruments are as follows:
Carrying amounts Fair values
WREE ATE
30 June 31 December 30 June 31 December
2012 2011 2012 2011
ey —E——F —E——f —E——F
AA=t+H +tZA=+—H AA=+H +ZA=+—H
RMB’000 RMB'000 RMB’000 RMB'000
ARBTR ARBFT AR® TR ARBFT
(Unaudited) (Restated) (Unaudited) (Restated)
(REER) (E3) (RBEXR) (E5))
Financial assets BHREE
Trade and bills receivables B E SRR L EI& 6,807,185 5,581,424 6,807,185 5,581,424
Other receivables E ) FE U BR 3R 222,058 404,233 222,058 404,233
Pledged deposits R FER=N 28,033 87,402 28,033 87,402
Cash and cash RekReEMEIER
equivalents 4,284,231 3,961,781 4,284,231 3,961,781
11,341,507 10,034,840 11,341,507 10,034,840
Financial liabilities g 3=
Trade and bills payables [EfME SRR MEE 3,790,798 2,550,908 3,790,798 2,550,908
Other payables H & 1 BR 3K 1,958,335 1,767,977 1,958,335 1,767,977
Interest-bearing and other &t8 & H#bfE &
borrowings 51,614 25,000 51,614 25,000
Put option liabilities ROLEEEE 157,000 115,000 157,000 115,000
Convertible bonds A AR & 5 694,619 669,849 694,619 669,849
6,652,366 5,128,734 6,652,366 5,128,734

All of the Group’s available-for-sale investments were stated at
cost less impairment because the range of reasonable fair value
estimates is so significant that the directors are of the opinion
that their fair value cannot be measured reliably.

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could be
exchanged in a current transaction between willing parties,
other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair
values:

ZlSEZ%ﬁBTﬁiHj%&iéE?ﬁﬁzﬁﬁzﬁ
BB - RER RPEZHEEER
PR L/(iﬂli%mﬁ%ﬁ“fﬁﬁﬂiﬁungt@ﬁ

=

= °

MBEERBBZATENREEIAER
ZETEEBRMIERBAIBERFEENERN
TETMZXZMEFNSEAR - T35
ERBRIARMETERTFE:
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Notes to Condensed Consolidated Interim
Financial Statements (Contd)

20.

21.

22.

23.

Fair value (Cont’d)

The fair value of cash and cash equivalents, pledged deposits,
other receivables and payables and trade and bills receivables
and payables approximate to their carrying amounts largely due
to the short term maturities of these instruments. The fair
value of the liability portion of the convertible bonds is
estimated using an equivalent market interest rate for a similar
bond without a conversion option and warrants. The fair
values of put option liabilities are measured based on valuation
techniques for which any inputs which have a significant effect
on the recorded fair value are not based on observable market
data.

Events after the reporting period

Subsequent to the end of the reporting period, a total of
37,000 share options with the exercise price of HK$4.82 each
were exercised. In addition, a total of 52,000,000 warrants
with the exercise price of HK$0.66 each were exercised.

On 9 August 2012, the board of directors of the Company has
adopted a restricted share incentive scheme (the “Scheme”) in
which eligible participants will be entitled to participate and
pursuant to which, among other sources, existing shares of the
Company will be purchased by an independent professional
trustee from the market out of cash contributed by the Group
and be held on trust for the relevant proposed beneficiary
until such shares are vested in accordance with the rules of the
Scheme. The purpose of the Scheme is to optimise the
remuneration structure of the Group’s management and
employees through a combination of cash and shares, to
recognise the respective contributions of, and to incentise, the
eligible participants and to promote the retention of existing
personnel and attract capable talents.

Comparative amounts

As further explained in note 2 to the financial statements, due
to the application of merger accounting for business
combinations under common control, the comparative amounts
have been restated.

Approval of the interim financial report
The interim financial statements were approved and authorised
for issue by the board of directors on 21 August 2012.
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1. Analysis of Revenue and Earnings 1. WARGFZH
For the six months ended 30 June
BZEANB=tHILAEA
2012 201
—E--F —E——F
RMB’000 RMB'000
AR® T ARBTF T
(Unaudited) (Restated)
(REEER) (E5)
Revenue WA
Washing machine business SR T 5,529,427 5,161,067
Water heater business HOKIBEED 1,938,158 1,753,616
Integrated channel services business REHERBER 24,320,002 22,431,660
Intersegment elimination A &6 3K 8 (5,483,594) (5,071,463)
Consolidated XN 26,303,993 24,274,880
EBITDA BRAFE - BIE - T8 R#H
Al a5 1,012,917 824,312
Profit attributable to owners of the AN ) R A s A
Company 712,426 588,546

Earnings per share attributable to owners of 72 7] % 5 J&E 15 & 1% 2 F

the Company
Basic

EAR

30.10 cents %

26.03 cents %y

Diluted

g

28.06 cents 7

23.32 centsm

The Group again achieved record performance for the first

half of 2012. During the period,

revenue amounted to

RMB26,303,993,000, representing an increase of 8.4% as
compared to RMB24,274,880,000 (restated) in the first half of
2011. Profit attributable to owners of the Company was
RMB712,426,000, representing an increase of 21.0% from
RMB588,546,000 (restated) in the first half of 2011.

Basic and diluted earnings per share attributable to owners of
the Company in the first half of 2012 was RMB30.10 cents
and RMB28.06 cents respectively, representing an increase of
RMB4.07 cents and RMB4.74 cents from the first half of 2011

respectively.

ZECZHF LI FAEREEDNSTER
=B B Al AE AR 26,303,993,000
T BRZE—-——FELEF2ZARE
24,274,880,0007C (£ %) K 78.4% - B
AR AR R E R s A A A R¥712,426,000
T RZIE—-——FEEFZARE
588,546,000 T (%) &K 721.0% °

—E——FL¥FAREREEEERAF
(EARN)BARE30100 (8B ARE
28065 B _T——F ¥ FHR LHT
ARB407D " ANR¥E4T45 ~
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Management Discussion and Analysis (Contd)

Financial Review (Contd)

Financial Highlights (Cont‘d)

1.

Analysis of Revenue and Earnings (Cont’d)
Revenue

Despite a tough industry environment, the Group continued its
growth for the first half 2012, with total revenue amounted to
RMB26,303,993,000, representing an increase of 8.4% as
compared to the revenue of RMB24,274,880,000 (restated) in
the first half of 2011. The increase was due partially to the
stable growth of the washing machine and water heater
businesses. Revenue for the washing machine business increased
by 7.1% from RMB5,161,067,000 in the first half of 2011 to
RMB5,529,427,000 in the first half of 2012, and revenue for the
water heater business increased by 10.5% from
RMB1,753,616,000 in the first half of 2011 to RMB1,938,158,000
in the first half of 2012. The overall increase was also
attributable to a growth in revenues of the integrated channel
services business with revenue increased by 8.4% from
RMB22,431,660,000 (restated) in the first half of 2011 to
RMB24,320,002,000 in the first half of 2012.

Gross Profit Margins

In the first half of 2012, the Group’s gross profit margins for
the washing machine business and water heater business were
27.8% and 41.9%, respectively, representing an increase of
0.7% and 1.3% respectively as compared to the first half of
2011. The increase in gross profit margins was mainly
attributable to the following two main reasons: firstly, by
product innovation catering for diversified customer needs and
the adoption of a modular approach to the manufacturing
system to improve productivity of the high end products;
secondly, the Group also benefited from the decrease in the
market price of certain raw materials.

In the first half of 2012, the Group’s integrated channel
services business recorded a gross profit margin of 8.0%,
representing an increase of 3.3% as compared to 4.7%
(restated) in the first half of 2011. The remarkable increase in
gross profit margin was mainly attributable to the fact that in
order to improve and enrich services of the integrated channel
services business, the Group strengthened part of the sales
function in the 3rd and 4th tier markets, and undertook more
marketing and promotion support initiatives in this segment,
which correspondingly led to an increase in the gross profit
margin and at the same time increases in the selling and
administrative costs ratio of this segment.
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Management Discussion and Analysis (Contd)
Financial Review (Cont‘d)
Financial Highlights (Contd)
1. Analysis of Revenue and Earnings (Cont’d)
Selling and Distribution Costs

In the first half of 2012, the ratio of selling and distribution
costs of the Group’s washing machine and water heater
businesses to its segment revenue was 19.2% which was
same as that of last year.

During the period, the ratio of selling and distribution costs
of integrated channel services business to its segment revenue
increased to 4.6% from 2.3% of the same period of 2011.
The ratio increased as the Group undertook more marketing
and promotion support initiatives in this segment as
mentioned above.

Administrative Expenses

Due to the optimization of the Group’s inverted pyramid
organization structure, streamlining management layers and
the scaling effect of fast growing revenue, the Group's
administrative expenses ratio and operational efficiency have
been further improved.

During the period, the ratio of administrative expenses to
segment revenue for its washing machine and water heater
businesses, accounted for 5.0% in the first half of 2012,
representing a decrease from 5.3% in the first half of 2011.

As for the integrated channel services business, the ratio of
administrative expenses to its segment revenue increased to
1.9% from 1.0% (restated) of the same period of 2011. The
ratio increase reflects additional resources dedicated to
marketing and promotional activities for this segment
undertaken by the Group during the period.
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2.

EEBAWK D (E)
o 5 1 (42

MBREGE)

Financial Position LE dued

30 June 31 December
2012 201
—E——fF —ET——F
Items EHE ~NA=+H +=—A=+—H
RMB’000 RMB’000
AR® TR ARBFT
(Unaudited) (restated)
(REER) (E5))
Non-current assets EmEBEE 1,908,569 1,739,795
Current assets MENEE 13,863,047 12,615,810
Current liabilities mRBAaE 9,543,795 8,989,175
Non-current liabilities ERBBE 1,140,731 1,060,629
Net assets FEE 5,087,090 4,305,801

Cash and cash equivalents BeRBREEHEER

The Group maintained a healthy financial position in the first
half of 2012. The Group’s cash and cash equivalents balance
increased by 8.1% to RMB4,284,231,000 as at 30 June 2012,
from RMB3,961,781,000 (restated) as at 31 December 2011.
The increase was mainly attributable to steady cash inflow
from the principle operations.

Net Assets
The Group’s net assets increased by 18.1% from

RMB4,305,801,000 (restated) as at 31 December 2011 to
RMB5,087,090,000 as at 30 June 2012.
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Management Discussion and Analysis (Contd)

Financial Review (Cont’d)

Financial Highlights (Cont'd)

2.

Financial Position (Cont'd)
Working capital
Trade and bills receivables turnover days

The turnover days of trade and bills receivables for the
Group’s washing machine and water heater businesses
increased from 85 days at the end of 2011 to 129 days in the
first half of 2012. The increase was mainly attributable to the
accelerated increase in bills receivables. The turnover days of
trade receivables decreased from 19 days at the end of 2011
to 17 days in the first half of 2012. The ratio of bills
receivables of washing machine and water heater businesses
to total trade and bills receivables was 86.7% (31 December
2011: 77.1%), 95% of which were bank’s acceptance bills,
where risk of default are minimal.

The sales of the integrated channel services business in the
3rd and 4th tier markets are generally under a payment term
of cash on delivery. Furthermore, our business model aims at
reducing the customers’ working capital requirements and
facilitating the cash-settled payment method. As a result, the
trade and bills receivables turnover days decreased from 16
days at the end of 2011 to 13 days at the end of the first
half of 2012. Excluding the effect of bills receivable, trade
receivable turnover days slightly increased from 6 days at the
end of 2011 to 8 days at the end of the first half of 2012.

The increase in overall bills receivable for the Group is a result
of additional credit facilities granted to downstream
customers.

Inventory turnover days

The efficiency of our inventory management was further
enhanced by made-to-order production based on market
demand. The Group’s inventory turnover days of washing
machine and water heater businesses decreased from 18 days
at the end of 2011 to 14 days in first half of 2012, evidencing
continuous improvement in asset turnover efficiency. In the
first half of 2012, inventory turnover days of the Group's
integrated channel services business was maintained at 15
days, which decreased by 1 day as compared with that at the
end of 2011.
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Management Discussion and Analysis (Contd)

Financial Review (Cont‘d)

Financial Highlights (Cont’d)

2. Financial Position (Cont’d)
Working capital (Cont’d)

Trade and bills payables turnover days

Trade and bills payables turnover days of the Group’s washing
machine and water heater businesses slightly increased from
34 days at the end of 2011 to 36 days in the first half of

2012.

Trade and bills payables turnover days of the Group's
integrated channel services business increased from 13 days at
the end of 2011 to 24 days in the first half of 2012, amongst
which, trade payables turnover days increased from 10 days

MEE
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2.
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at the end of 2011 to 20 days in the first half of 2012. BT -ZHFF¥FZ0K
3. Cashflow analysis 3. HERESWN
For the six months ended 30 June
BEXRA=t+HLAEA
2012 201
Item p=gE] —E——fF —E——F
RMB’000 RMB’'000
AR¥ TR AREEF T
(Unaudited) (Restated)
(REER) (E5))
Net cash flows from operating activities KEFHME2RERE
R 413,611 520,803
Net cash flows used in investing activities KREEHFACHEESRE
FRR (162,796) (193,857)
Net cash flows from / (used in) financing MEFEBNE (TR ZRE
activities MEFE 56,500 (57,232)
Effect of foreign exchange rate changes, net [E & 85 & %58 15,135 (12,143)
Net increase in cash and cash equivalents RekBEFEBE ZIEN
R 322,450 257,571
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Management Discussion and Analysis (Contd)

Financial Review (Contd)
Financial Highlights (Contd)
3. Cashflow analysis (Cont’d)

The Group’s net cash inflows from operating activities was
mainly due to enhanced working capital efficiency. Cash flows
used in investing activities was mainly for the construction of
logistics warehouse, plant and equipment capacity expansion
for washing machine and water heater production facilities.
Cash inflows from financing activities were mainly from the
exercise of share options and contributions from joint venture
partners.

Liquidity and Financial Resources

The Group focuses on cash flows management and maintains a
healthy financial and liquidity position. The Group had a current
ratio of 145.3% as at 30 June 2012 (31 December 2011: 140.3%
(restated)). As at 30 June 2012, the Group's cash and cash
equivalents balance amounted to RMB4,284,231,000 (31 December
2011 RMB3,961,781,000 (restated)). Bank and other borrowings
amounted to RMB51,614,000 (31 December 2011: RMB25,000,000).
The liabilities portion of the convertible bonds amounted to
RMB694,619,000 (31 December 2011: RMB669,849,000). As a
result, the net cash balance (cash and cash equivalents balance net
of bank and other borrowings and liabilities portion of the
convertible bonds) as at 30 June 2012 amounted to
RMB3,537,998,000 (31 December 2011: RMB3,266,932,000
(restated)).

The Group maintains sufficient liquidity in future operations, for the
channel distribution network expansion, construction of the logistics
network and production capacity expansion, and also for
maintaining better financial flexibility to capture strategic investment
opportunities in the future or for future dividend payments.

39

Haier Electronics Group Co., Ltd

BHEEREEARAT

EEBNWK D (E)
B35 1 (42

MERE(H)

3. HEHEA(H)

AEBRETHZREFRATERERN
LEESHERAABA -REEFHZ2RE
METZHERVARE BAREER
KEBREERBNMERRBEFTERMA
KeBMERSH2REWMATEZREBERE
T EERANAENTRAZNA -

RBEETRUBER

AEBZERSRER BB ERBHES KR
B R_T——FXA=ZtBZARBL XA
1453% (ZE——F+=ZA=1+—H:1403% (&
) REBMR-_E——EXA=-F+HEZESL K
ReZBEEBEEEH A ARKAL284,231,000L (=
T——F+=-A=+—H: ARK¥3961,781,0007T
(E7) RITRHMEE A ARKS1,614,0007T
(Z2——F+=ZA=+—H: AR%25000,000
7o) AR ESBEI S A ARKE94,619,0007T
(ZE——F+=-A=1+—H: AK#¥669,849,000
) MR E——FRNAZTHAEEZE S
EHFERERRSSHEEBEEASRREBITRE
HmEERIBRBRESFEESDAARE
3,537,998,000(ZZE——F+-_A=+—H: A
R 1#3,266,932,0007T (E 7)) °

AEBEBERRZELEHTRELTRBES
AURENDHBENRRNMDABEERAR
EXREEEST R TAAREFERARBKERE
BERTENRANDKEEHER  JABES
B IS B OE I o

Interim Report 2012
“E - FhERE



40

Haier Electronics Group Co., Ltd

BHEREEERARF

Management Discussion and Analysis (Contd)
Financial Review (Cont‘d)
Capital Expenditure

From time to time, the Group evaluates its capital expenditure and
investments in the washing machine, water heater and integrated
channel services businesses. The capital expenditure during the
period was RMB222,776,000, mainly used for the construction of
logistics warehouse projects in locations including Guangzhou,
Shenyang and Zhengzhou, and the expansion of capacity in washing
machine and water heater production facilities.

Gearing Ratio

As at 30 June 2012, the Group's gearing ratio (defined as total
borrowings over net assets) was 14.7% (31 December 2011: 16.1%
(restated)).

Treasury Policies

The Group adopts a prudent approach for its cash management and
risk control. Most of the Group’s income and expenses are
denominated in Renminbi and Hong Kong dollars. Cash is generally
placed in short term deposits denominated either in Renminbi or
Hong Kong dollars. Foreign currency risk is largely, though not fully,
mitigated, as liabilities in Renminbi will be substantially offset by the
Group’s earnings, most of which are derived from domestic sales in
China and are denominated in Renminbi. Only approximately 4.5%
of the Group’s is derived from export sales and is
denominated in other currencies. The Group does not have any
significant interest rate risk as it maintains an overall net cash
balance. The Group does not have any financial instruments for
hedging purposes.

revenue
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Management Discussion and Analysis (Contd)
Financial Review (Cont’d)
Charge of Assets

The Group’s short term bank loans as at 30 June 2012 were
secured by floating charges over certain of the Group's inventories
amounted to RMB38,500,000 (31 December 2011: RMB38,500,000).
In addition, certain of the Group’s bills payable as at 30 June 2012
were secured by the pledge of the Group’s bank deposits amounted
to RMB28,033,000 (31 December 2011: RMB87,402,000) and the
Group'’s bills receivable amounted to RMB189,535,000 (31 December
2011: RMB250,453,000).

Capital Commitments

The Group's capital commitments that were all contracted for, but
yet to be provided for amounted to RMB248,825,000 as at 30 June
2012 (31 December 2011: RMB200,972,000), which were mainly
related to the purchase of machinery for the Group’s washing
machine and water heater businesses capacity expansion as well as
construction of warehouse for the logistics business. There were
other authorised but yet to be contracted capital commitments
amounted to RMB158,460,000 (31 December 2011:
RMB267,677,000), mainly relating to the warehouse construction for
the logistics business and the washing machine business capacity
expansion project in 2012.

Contingent Liabilities

At the end of the reporting period, the Group did not have any
significant contingent liabilities.

Employees and Remuneration Policy

The total number of employees of the Group decreased by
approximately 0.4% from 18,406 as at 31 December 2011 to
18,329. The Group ensures that its remuneration packages for its
employees remain competitive, and its employees are generally
remunerated with fixed monthly salaries, which are
annually, along with discretionary performance bonuses.

reviewed
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Management Discussion and Analysis (Contd)
Business Review and Outlook

In the first half of 2012, downturn of the global economy and rapid
slowdown of the European and American consumer market brought
severe challenges to the overall export market of the Chinese home
appliances industry. The overall sales of China home appliances
turned weak owing to some unfavourable factors such as the
gradual withdrawal of the “Rural Area Subsidized Electrical
Appliance Purchase Policy” and continuous contraction in the real
estate market. According to a market research report from China
Market Monitor Co., LTD (the “China Market Monitor Report”), in
the first half of 2012, the monitored retail sales from 6,820 stores
in the home appliances market declined 19.8% as compared to the
first half of 2011.

During the period, through customer-oriented product innovation
and a service model characterized by rapid sales turnover with a
low capital outlay, the Group catered to the trends of consumption
upgrade and personalized marketing in the era of the Internet,
designed the self-driven organization model with a culture that
aligns the interests of the Company and its employees, and achieved
high-quality revenue growth and a robust increase in profitability
for its overall business.

The Group delivered another record financial performance during
the period. It was attributable partly to its strategic planning which
catered for market trends and customer needs, and also partly its
commitment to the just-in-time service model and optimization of
its operational model through implementing the following measures:

o Consolidation of global R&D resources and strengthening
design and manufacturing of high-end products;

o Improving production process and adoption of a modular
approach to realize remarkable growth in operational
efficiency;

o Proactive expansion of its self-developed Haier Community
Stores, Haier Exclusive Stores and Goodaymart network,

developing the distribution business for non-Haier brand white
goods and the digital products, as well as sales business of
small home appliances products;
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Management Discussion and Analysis (Contd)

Business Review and Outlook (Cont’d)

o Significant investment in logistics business to establish a
deeper, wider and more efficient logistics distribution
capability;

o Focusing on end-user needs and maintaining a cash-flow-

based quality growth.
Segment Overview

The segment breakdown by revenue and results for the first half of
2012 were as follows:

Segment Revenue
2 BB AR EL L PIE

Washing Machine

PR 17% SEIRHE

Integrated Channel
Services

RIEHFARE 77%

Water Heater
HUKeE 6%

Note: The above pie charts set out the aggregate amounts in terms of

segment breakdown by revenue and results, without taking into

account inter-segment eliminations of revenue and results.
Washing Machine Business

The Group’s washing machine business continued to rank first in
terms of market share in the domestic market. According to the
China Market Monitor Report, the Haier washing machines enjoyed
a domestic market share of 31.3% in terms of sales volume during
the period, representing an increase of 5.9% as compared to the
same period of 2011. During the period, the Group leveraged on
the trend of consumption upgrade in the 1st and 2nd tier markets,
and realized an increase in the proportion of external channels
through improvement of product mix, amounted for 34.4% of the
Group’s domestic washing machines sales.

Washing Machine
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Management Discussion and Analysis (Contd)
Business Review and Outlook (Cont’d)
Washing Machine Business (Cont’d)

During the period, the Group continued to place more emphasis on
the development of new products, and promote the marketing
strategy consisting of three brands: Casarte, Haier and Leader, to
fulfill increasingly diversified customer demands. In the first half of
2012, the Group cooperated with Fisher & Paykel to launch Haier
Crystal Series of front-loading washing machines, applying “S-Dplus
core inverter” technology to meet customers’ requirements as to
low noise, high washing effectiveness, energy saving and
environmental-friendly. This series was well-received soon after its
launch and became the best-selling model in mid-to-high price
range products in the domestic washing machine market. Moreover,
leveraging on its advanced technology applications, a unique
balanced design and excellent vibration resistance, the whole series
of 13 Casarte duplex large cylinder front-loading washing machine
models obtained the certification of “Micro-vibration Star” in the
conference organized by China Household Electric Appliance
Research Institute and undertaken by the National Household
Appliances’ Quality Supervision and Inspection Center, becoming the
only brand in the industry to had its entire series, as well as the
largest number of models which passed the vibration test.

The Group also focused in developing high efficiency and value-for-
money energy-saving home appliances to meet the increasing
market demands in energy-saving home appliances. In June 2012,
the National Development and Reform Commission (“NDRC"),
Ministry of Industry and Information Technology of the People’s
Republic China (“MIIT”) and Ministry of Finance (“MOF") jointly
announced the washing machine energy-efficient product promotion
catalog under the “Energy-Saving Product Promotion Project”, in
which, Haier’'s washing machine products, including top-loading
automatic washing machines, top-loading twin-tub washing
machines and front-loading washing machines were all included in
the promotion list, that included a total of 398 models accounted
for 28.2% of total bid-winning models. Among which, Haier's
energy efficiency grade 1 class models with over RMB200 subsidy
per unit accounted for 78.0% of bid-winning products of the Haier
brand. The Group has gained the highest share of bid-winning
products, evidencing that the Group has a leading energy-saving
R&D capability.
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Management Discussion and Analysis (Contd)
Business Review and Outlook (Contd)
Water Heater Business

The Group’s water heater business continued to maintain stable
growth during the period. According to the China Market Monitor
Report, in the first half of 2012, the Group’s water heaters take up
a domestic market share of 20.5% in terms of sales volume during
the period, making it leader of the industry. The market share of
the Group’s electric water heaters in terms of sales volume
increased from 27.1% in the first half of 2011 to 27.4% in the first
half of 2012, continuing to rank first in the industry.

During the period, the Group emphasized on capturing demands
from first time purchasers arising from urbanization in the 3rd and
4th tiers market, while in the 1st and 2nd tier markets, the Group
cooperated with E-commerce websites to launch a series of value-
for-money products. At the same time, the Group also aggressively
expanded the channels for the building materials and fine
decorations markets. In order to cope with the new trend of
energy-saving products, Haier water heater invested in a production
base for its air sourced heat pump water heater products during
the period. Haier’s 3D+ water heater obtained the “Most Popular
Appliance Award” at the Appliance World Expo in Shanghai.

In June 2012, in the promotion list of energy efficient water heaters
under the “Energy-Saving Product Promotion Project”, jointly
announced by NDRC, MIT and MOF, 30 models of Haier's water
heater products won the bidding and enjoyed a subsidy from the
government ranged from RMB200 to RMB500 per unit. Among
these products, all of its gas condensing water heaters were
included in the bid-winning list. The Group launched gas condensing
solutions, which enabling thermal efficiency of gas water heaters to
reach up to 107.0% by applying fully premixed combustion
technology. Moreover, the technology is able to reduce content of
carbon oxides and nitrogen oxides in flue gas effectively, so as to
realize efficient energy savings.
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Management Discussion and Analysis (Contd)
Business Review and Outlook (Cont’d)
Integrated Channel Services Business

During the first half of 2012, the Group continued with its efforts
to deepen its channel network with an emphasis on improving the
operational efficiency of franchise stores and enhancing customers’
shopping experience, as continued to expand the
Goodaymart network by introducing more third party brands and
increased the efficiency of its logistics services.

as well

As at 30 June 2012, there were over 7,500 Haier Exclusive Stores at
the county level, with a coverage close to 100% and approximately
35,000 Haier sales points in total nationwide. In respect of its
expansion in third party brands, the Group has developed over 2,100
Goodaymart points of sales in total. During the period, the Group
intensified its efforts to further expand its distribution channel into
downstream and consolidate its logistics and after-sale services with
a view to serve the rural market, with an addition of 699 direct
selling points reaching out to rural customers at town and village
level.

In the first half of 2012, the Group continued to enhance the store
management of its franchisees which started from Haier Exclusive
Stores system. The Group promoted the adoption of the E-store
system in franchise stores which provided precise updates of sales
and inventory information of the stores to the headquarters. To
further enhance the high service standards of Haier Exclusive Stores
throughout the entire sales process from pre-sale to after-sale, the
Group devised a store management handbook and provided training
to the store managers and sales staff of its franchise stores, and it
has directly contributed to the growth in revenue of its Stores. Haier
Exclusive Stores were among the first batch of 10 Seven Star Service
shops that were awarded the “Electrical Appliances for Household
and Similar uses — Seven Star Service Specification” certificate by
the China Association for Standardization.
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Management Discussion and Analysis (Contd)
Business Review and Outlook (Cont’d)
Integrated Channel Services Business (Cont’d)

In the first half of 2012, the Group’s Goodaymart logistics was
devoted in building up its efficient distribution system with the core
value proposition of “precision, speedy and experience”. Its logistics
capability in serving customers and users was considerably enhanced
through the integration of external distribution and warehouse
resources. During the period, the Group built three first-class
distribution centres in Guangzhou, Shenyang and Zhengzhou; and
the Haier Group, its parent company, was also building logistic
centres in Tianjin, Hefei and Chongging for the Group’s future
utilization by lease. The Group’s self-owned warehouses occupy an
area of 316,000 square metres and the total area of the first-class
distribution centres that can be utilized by the Group has been
increased to 454,000 square metres. Building on the solid
foundation of its B to B logistics, the Group strived to enhance the
competitiveness of its B to C logistics for “last mile” and focused
on developing two new types of customers. Firstly, in seizing the
enormous opportunities of e-commerce logistics, the Group provided
the vertical and horizontal appliance customers with one stop
distribution services that combining delivery and installation services.
Secondly, the Group provided direct distribution services to
customers in rural area in the 3rd and 4th tier markets so as to
capture the opportunity brought by the downstream expansion of
the third party home appliance brands.

After the acquisition of the after-sale services business from the
Haier Group, the Group achieved significant integration effect in the
Group’s integrated channel services business. On one hand, through
relentlessly improving the after-sale service of the Haier brand
products, in 2012, Haier has been ranked first for the eighth
consecutive years in the Customer Satisfaction Survey (consumer
durables) in China"®, which signified the highest customer
recognition. On the other hand, by outsourcing the Group’s after-
sale services of other domestic brands, it directly improved the
customer recognition of these external third party brands and
facilitated the sales of third party brand products in the Goodaymart
channel.

Note: Customer Satisfaction Survey (consumer durables) in China is co-
established by China Association for Quality, China Consumer
Association and China Business Research Centre of Tsinghua

University.
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Management Discussion and Analysis (Contd)
Business Review and Outlook (Cont’d)
Integrated Channel Services Business (Cont’d)

Since the completion of the acquisition of Haier Group E-commerce
Company Limited from Haier Group, the Group has undertaken the
on-line business of Haier branded home appliance products, and
engaged in sales business via the external online sale platforms and
on its self-developed e-Haier (www.ehaier.com). The sales revenue
of this business reached RMB106 million in the first half of 2012.
The Group has established the following unique business advantages
to attract customers: 1) good user experience of the one stop
distribution services that combining delivery and installation; 2)
realization of 24-hour delivery in approximately 1,200 counties
nationwide; 3) total home appliances solutions and home appliance
customization capability on e-Haier.

Outlook

In May 2012, the State Council introduced the new purchase
subsidies policy for energy-saving household electrical products
which covers five major product categories, including the Group’s
washing machines and water heaters, as well as flat screen TVs,
refrigerators and air conditioners. It is intended to apply RMB26.5
billion to promote technological upgrade and structural consolidation
of consumer goods in the Chinese energy-saving home appliance
industry. The Group’s washing machine and water heater products
have always been market leaders in terms of energy efficiency and
environmental protection. The Group believes that our market share
be further enlarged by
innovation abilities and

in energy-saving home appliance will
leveraging our investment in product
research and development capabilities, as well as forward planning
of international research and development centres of Haier Group,
our parent company.
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Management Discussion and Analysis (Contd)
Business Review and Outlook (Cont’d)
Outlook (Cont’d)

With the gradual fade out of the “Rural Area Subsidized Electrical
Appliance Purchase Policy”, demand in the 3rd and 4th tier markets
might be slowdown, however, as urbanization in China accelerate
and the customers’ consumption concepts mature, the Group
believes that there are still considerable major growth drivers that
are foreseeable in second half of the year. Firstly, the relatively low
penetration of washing machine and water heater products, the
increasing demand of high-end products and energy-saving
products, and the additional demands in air source pump water
heaters and industrial use hot water solutions. Secondly, the
recovery in real estate market, gradual delivery of social security
housing combined with the demands from the increase in new
families; and thirdly, the development of new channels such as
e-business is beneficial to enterprises with high brand influence and
product competitiveness. In respect of cost structure, we expect the
price of key components of raw materials will remain relatively low
which will ensure the profit level of our washing machine and water
heater businesses.

In recent years, we have been focusing on the development of
distribution business for third party brands in 3rd and 4th tier
markets throughout the country by setting up Goodaymart joint
ventures. Through significant investment in joint ventures such as
Shangdong Goodaymart, the Group had accumulated considerable
positive experience and achieved rapid business growth. In the
second half of this year, the Group will continue to attract more
regional distributors to join the Goodaymart channel by means of
merger and acquisition as well as cooperation, so as to step up the
integration of the distribution network and realize the scale of
economy of the distribution network, in a bid to improve the
profitability of our distribution business and enhance the price
competitiveness of our distribution network.
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Management Discussion and Analysis (Contd)
Business Review and Outlook (Cont’d)
Outlook (Cont'd)

In relation to distribution channels, new e-business channels have
brought significant impacts on the home appliances industry in
China. We are seeing a surge in the online sales of digital products
and small home appliances which require fewer distribution and
limited need for physical contact with the product prior to the
purchase. Also the migration in large home appliances shopping
trends from offline to online is also emerging. As a group with
washing machine and water heater business and B to B distribution
business, we are committed to enhancing our brand image and
value, providing differentiated products to meet customer needs and
also fully utilising our own e-business channel and external
platforms to boost our product sales. On the other hand, through
our total services of logistics delivery, after-sale management and
franchise management, we will continuously expand our distribution
channel deeper and win the market through excellent total service
cost effectiveness and better user experience, so as to become the
first choice for customers in purchasing home appliances in the 3rd
and 4th tier markets.

The overall logistics service efficiency is relatively low in China such
that the logistics cost represents a high proportion to the sales
value, we expect that there is a huge potential in developing third
party logistics services for home appliances manufacturers. In the
next three years, through the establishment of the logistics centres,
the Group will focus on developing our logistics services capabilities
for large home appliances and household related products, further
enhancing user experience and promoting our third party
distribution services business.

The Group has sufficient cash and will accelerate its pace in
investing in areas such as the integration of distribution networks
and logistics assets in the future. Meanwhile, the Group will also
consider whether to use part of the surplus fund for dividend
distribution after the review of its results for fiscal year 2012.
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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.

Dividends

The directors do not recommend payment of any interim dividend

(2011: nil) for the six months ended 30 June 2012.
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Corporate Governance Practices

Compliance with Code on Corporate Governance Practices of
the Listing Rules

The Company has complied with the code provisions of the Code
on Corporate Governance Practices during the period from 1
January 2012 to 31 March 2012 and the Corporate Governance
Code (collectively, the “Code”) during the period from 1 April 2012
to 30 June 2012 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 title of CEQO. 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 Company believes
that the combination of the roles of chairman and CEO «can
promote the efficient formulation and implementation of the
Company’s strategies which will enable the Group to seize business
opportunities efficiently and promptly. Meanwhile, the Company
believes that through the supervision of the Board and its
independent non-executive directors, checks and balances exist so
that the interests of the shareholders are adequately and fairly
represented.

Under the Code Provision A.4.1, non-executive directors should be
appointed for specific terms, subject to re-election. Currently, all the
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 and their appointment will
be reviewed when they are due for re-election.
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Corporate Governance Practices (Contd)
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 specific 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 2012.

Changes of information of directors under Rule 13.51B(1) of
the Listing Rules

Below are the changes of directors’ information required to be
disclosed pursuant to Rule 13.51B(1) of the Listing Rules:

During the period, Mr. Zhou Yun lJie, the executive director of the
Company has been appointed as the director of Sunlit Enterprise
International Ltd., a subsidiary of the Group.

Save for the information disclosed above, there is no other
information required to be disclosed pursuant to Rule 13.51B(1) of
the Listing Rules.

Audit Committee

The Company has established an audit committee comprising three
independent non-executive directors of the Company. The audit
committee had reviewed, with no disagreement, 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 2012.

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, 21 August 2012
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Disclosure of Interests

(i)

Directors and chief executive of the Company

Save as disclosed below, as at 30 June 2012, 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:

(@) Long positions in shares of the Company

()

ARRAEERBESITHAE

BRTXAEEEN RZB—ZFXA=+
B BEARREEREGTBRABNUR
RERBZBEANARR R EBEEE(E
EREFLHEGRMNEXVE) Z KK - &
BEXHREROT BEREBEEFLHE
GEBIEXVERETN E8D G A M E RN R
Bz EmMER MORR  HRBERRE
EHERPEGRIE2GREREFEZE
Mz EMERRRE  IRBEBFR
HERGBEXVBIARBARA 2 EFTETT
BHRGNBEETAREAMGEARE R
B P2 R R ER ROK R

(@ RELXIARBZHFAR

Number of
shares directly
(personal) Approximate % of
Name beneficially owned issued Shares
EEEANESR HEBRITRHZ
=% EERBHAE BABEHET
Mr. Wu Ke Song 3,180,000 0.13
k&
Mr. Zhou Yun lJie 2,290,000 0.10
Mr. Li Hua Gang 230,000 0.01

FEMELE
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Disclosure of Interests (Contd)

(i)

Directors and chief executive of the Company (Contd) (i)

(b)

Long positions in underlying shares of the

Company pursuant to share options

Number of share
options granted
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EEREE)
ARAEERBETRARE)

(b) MREBRERAQXAEBERODZHFR

Exercise Approximate %
price of issued Shares

and not yet per Share upon exercise

Name exercised Exercisable period (HK$) of share options

E&RH{E RITEBERER

M ARITHEZ BROEE HEBTRHZ

=% BREHE T (BT AR

Mr. Wu Ke Song 7,420,000 18 September 2010 to 1.70 0.31
RAEREE 17 September 2014
—T-TFAATNBE
—E-MEAATER

Mr. Zhou Yun lJie 5,610,000 18 September 2010 to 1.70 0.24
BERLEE 17 September 2014
ZE-TFNATNBE
—T-MEAATER

Mr. Li Hua Gang 2,070,000 18 September 2010 to 1.70 0.09
FER A 17 September 2014
—E-TFEAATNEBE
—ET-mMEAAT+LR

Mr. Wu Yinong 320,000 16 June 2012 to 8.67 0.01
RIFBEFRE 15 December 2014
e AV AN =
—ET-MNE+A+EA

Mr. Yu Hon To, 360,000 16 June 2012 to 8.67 0.02
David 15 December 2014
MEERE —E-_FRXATREZE
—E-ME+ZA+HH

Dr. Liu Xiao Feng 320,000 16 June 2012 to 8.67 0.01

€l

15 December 2014
—E——FRA+HZE
—2-mEt-A+EHA
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Disclosure of Interests (Contd)

(i) Directors and chief executive of the Company (Cont'd) (i) ALXAEEBREETHRAERRE)
(c) Long positions in shares of Qingdao Haier © RNESEAZBROZHERE
Percentage of
Type of Number of total registered
Name interest Capacity shares share capital
fh 2 MaE M
=x T 5 38 Bl 55 g 4=| RAEZBDL
Ms. Yang Mian Mian Personal Directly beneficially owned 1,472,672 0.0548
iRt [EPN BERERER
Mr. Liang Hai Shan Personal Directly beneficially owned 1,027,920 0.0383
2i/ILkE & A BERERHEER
Mr. Wu Ke Song Personal Directly beneficially owned 122,672 0.0046
RN /N e PN BERERESR
Mr. Zhou Yun lJie Personal Directly beneficially owned 98,298 0.0037
AEREE & A BERERER
(d) Long positions in underlying shares of Qingdao d REEEE2HEERGZIFA
Haier
Approximate %
of total
Number of share registered share
options granted Exercise price capital upon
and not yet per share exercise of share
Name exercised Exercisable period (RMB) options
ERHE RITEBRER
o RATRE 2 BROEE HE2HEIMBRE
= BREHE T (AR ZEBHNBEDL
Ms. Yang Mian Mian 3,150,000 28 October 2010 to 5.24 0.12
G s+ 27 October 2014
“E-ZEFEFTHATNARE
—E-WEFTHA-++EH
Mr. Liang Hai Shan 2,212,000 28 October 2010 to 5.24 0.08

RELEE
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Disclosure of Interests (Cont’d)

(i)
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ERREE)

Substantial Shareholders (i) TERE
Save as disclosed below, as at 30 June 2012, the Directors BRTIXHEREEN  RZFE——F A=+
and the chief executive of the Company were not aware of H ARAABIZEERGERTHRABLTH
any other shareholders interested in 5% or more of the BRARAIZBRORAEARG (RG] &
interests and short positions in shares and underlying shares B5% A LR RORBE 2R E MR
("Share(s)”) of the Company or any person (other than a HEMAT(RRBIzEEXERITHRAE
Director or chief executive of the Company) which would fall BRINERBESRPEROIIEXVEE2R
to be disclosed to the Company pursuant to Divisions 2 and 3 35 EP M AR B FE Sk AR S N R I 5E A
of Part XV of the SFO or as otherwise recorded in the register REIEGOIEIB6HRMEFE 2 RELM
required to be kept by the Company under section 336 of the
SFO:
Long positions in Shares: RERGzZER:
Approximate
percentage
Number of of total
Name of shareholder Notes Shares held shareholding
HRERE
BREREB et FERGEHE BATEDE
Qingdao Haier Collective Asset SETREEEEEEHS 1 1,573,130,592 65.94
Management Association (IEMEREEEE]

("Haier Collective Asset Management”)

Haier Corp

Haier Investment

Qingdao Haier

Haier Shareholdings (Hong Kong) Limited
("Hong Kong Haier")

Carlyle Asia Partners Ill AIV Cayman, L.P.

Hawaii Asia Holdings Limited

BRERAQR 2 1,573,130,592 65.94

BRNE 3 1,573,130,592 65.94

5588 4 1,224,439,592 51.33

BRKRG (BB ERAF 831,762,110 34.87
(5588

Carlyle Asia Partners Il AlV 5 240,000,000 10.06
Cayman, L.P.

Hawaii Asia Holdings Limited 5 240,000,000 10.06
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Disclosure of Interests (Contd)

(ii)

Substantial Shareholders (Cont'd)

Notes:

1)

2)

By virtue of the SFO, Haier Collective Asset Management was
deemed to be interested in an aggregate of 1,573,130,592
Shares, including (i) 348,691,000 Shares directly and indirectly
held by its
Investment;

non wholly-owned subsidiary, namely Haier
and (i) given Haier Investment was acting in
concert with Haier Corp and Qingdao Haier, Haier Collective
Asset Management was also deemed to be interested in
392,677,482 Shares held by Qingdao Haier and the
831,762,110 Shares held by Qingdao Haier's wholly-owned

subsidiary, Hong Kong Haier, pursuant to the SFO.

Ms. Yang Mian Mian and Mr. Zhou Yun lJie, executive directors
of the Company, and Mr. Wu Ke Song and Mr.
Shan,
members of the board of management of Haier Collective

Liang Hai
non-executive directors of the Company are also

Asset Management.

As Qingdao Haier is a non wholly-owned subsidiary of Haier
Corp, Haier Corp was deemed to be interested in 392,677,482
Shares held by Qingdao Haier and the 831,762,110 Shares held
by Qingdao Haier’s wholly-owned subsidiary, Hong Kong Haier,
pursuant to the SFO.

Furthermore, as Haier Corp was acting in concert with Haier

Investment, Haier Corp was deemed to be interested in
348,691,000 Shares held by Haier Investment and its
subsidiary.

Ms. Yang Mian Mian and Mr. Zhou Yun lJie, executive directors
of the Company, and Mr. Wu Ke Song and Mr.
Shan,
members of the management committee of Haier Corp.

Liang Hai
non-executive directors of the Company are also the
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Disclosure of Interests (Cont’d)

(i)

Substantial Shareholders (Cont'd)

3)

5)

Haier Investment and its subsidiary held 348,691,000 Shares as
beneficial owner. Moreover, Haier Investment was deemed to
be interested in 392,677,482 Shares held by Qingdao Haier,
and the 831,762,110 Shares held by Qingdao Haier’s wholly-
owned subsidiary, Hong Kong Haier, pursuant to the SFO by
reason of its acting in concert with Haier Corp.

Ms. Yang Mian Mian, the executive director, is also director of
Haier Investment.

Qingdao Haier held 392,677,482 Shares as beneficial owner.
Moreover, Qingdao Haier was deemed to be interested in
831,762,110 Shares held by its wholly-owned subsidiary, Hong
Kong Haier, pursuant to the SFO.

Carlyle Asia Partners Ill AIV Cayman, L.P. was deemed to be
interested in the Shares held by its subsidiary. Hawaii Asia
Holdings Limited, pursuant to the SFO.
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Share Option Scheme

The share option scheme adopted by the Company on 28 February
2002 (the “Old Share Option Scheme”) has been terminated on 8
June 2011 and a new share option scheme (the “New Share Option
Scheme”) was adopted by the Company on 8 June 2011. There
were no options granted under the New Share Option Scheme
during the period. As at 30 June 2012, the details of outstanding
options granted are as follows:

Number of share options

B AESTE
AARRZE——FNANBRIERZ-ZZEZ-F
TR N\BEM BIRET S ((EERETE]) -
YR-ZFE——FNANBRMNFTERETZ(H
BREED  REAMERENERETER
TERE - R-_ZT——EXA=+AH BREM
MARITEZ BREFBET

BRERA
At Granted Exercised Lapsed At Exercise Price of
Name or category of 1 January during the during the  during the 30 June Date of grant of Exercise period of share options Per
participant 2012 period period period 2012 share options share options Share HKS$ (note)
® ®
—E-—& —E--F BRETRESR
SREEZAER -A-8 HRRH BRfTE BAXX ANA=tH BRERLAH BRETES BN it)
Executive directors HTES
Mr. Zhou Yun lie BAEALE 5,610,000 — — e 5,610,000 18/09/2009 18/09/2010-17/09/2014 1.70
Mr. Li Hua Gang FEREE 2,070,000 — — — 2,070,000 18/09/2009 18/09/2010-17/09/2014 1.70
7,680,000 — — — 7,680,000
Non-executive directors ~ FHTES
Mr. Wu Ke Song Rrilis 7,420,000 — — — 7,420,000 18/09/2009 18/09/2010-17/09/2014 1.70
Independent non- BUKHITES
executive directors
Mr. Yu Hon To, David MEELE 360,000 — — — 360,000 16/12/2011 16/06/2012-15/12/2014 8.67
Mr. Wu Yinong RNEEE 320,000 — — — 320,000 16/12/2011 16/06/2012-15/12/2014 8.67
Dr. Liu Xiao Feng HneEt 320,000 — — — 320,000 16/12/2011 16/06/2012-15/12/2014 8.67
1,000,000 — — — 1,000,000
External consultants SRR
In aggregate A5t 21,567,000 — 5,103,000 — 16,464,000 18/09/2009 18/09/2010-17/09/2013 1.70
In aggregate Ehs 2,200,000 — — — 2,200,000 16/12/2011 16/12/2012-15/12/2014 7.58
23,767,000 — 5,103,000 — 18,664,000
Employee (3]
In aggregate EH 19,951,500 — 982,000 - 8,969,500 18/09/2009 18/09/2010-17/09/2014 1.70
In aggregate EH 24,819,000 — 2,750,000 1,215,000 20,854,000 18/05/2010 18/05/2011-17/05/2014 4.82
In aggregate EH 15,580,000 — — — 15,580,000 16/12/2011 16/12/2012-15/12/2014 7.58
60,350,500 — 3,732,000 1,215,000 55,403,500
100,217,500 — 8,835,000 1,215,000 90,167,500
Notes: =

The exercise price of the share options is subject to adjustment(s) in the case
of rights or bonus share issues, or other similar changes in the share capital
of the Company.
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