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CORPORATE PROFILE R %11

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”. In
addition to manufacturing and sales of home appliances
under the brand name of Haier, the Group is engaged in
the integrated channel services business under the brand
name of Goodaymart for home appliances and other
household products of diversified brands. Integrated
channel services business optimizes the competitive
advantages of virtual network, sales network, logistics
network and service network by integrating virtual and
physical networks, to provide superior customer interaction
experience and one-stop logistic services for domestic
customers.

Founded in 1984, Haier Group is headquartered in
Qingdao, Shandong Province, the PRC and is 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 today. The products of Haier Group are now sold in
over 100 countries.
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CORPORATE INFORMATION
AT

BOARD OF DIRECTORS

Executive Director

Mr. ZHOU Yun Jie (Chairman and Chief Executive Officer)

Non-executive Directors

Mr. LIANG Hai Shan

Ms. TAN Li Xia

Ms. Janine Junyuan FENG
Dr. WANG Han Hua

Mr. ZHANG Yong

Independent Non-executive Directors

Mr. YU Hon To, David
Mrs. Eva CHENG LI Kam Fun
Ms. TSOU Kai-Lien, Rose

Alternate Director

Mr. GUI Zhaoyu (alternate to Ms. Janine Junyuan FENG)
Mr. LI Hua Gang (alternate to Mr. LIANG Hai Shan)

Principal Board Committees

Audit Committee

Mr. YU Hon To, David (Committee Chairman)
Mrs. Eva CHENG LI Kam Fun

Ms. TAN Li Xia

Remuneration Committee

Mrs. Eva CHENG LI Kam Fun (Committee Chairman)
Mr. YU Hon To, David

Mr. ZHOU Yun Jie

Dr. WANG Han Hua (Observer)
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Nomination Committee

Mr. YU Hon To, David (Committee Chairman)
Mrs. Eva CHENG LI Kam Fun

Mr. ZHOU Yun Jie

Strategic Committee

Mr. ZHOU Yun Jie (Committee Chairman)

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

Mr. ZHANG Yong

Ms. TSOU Kai-Lien, Rose

Dr. WANG Han Hua (Observer)

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

-

CORPORATE INFORMATION (continued)

A -
- - ARy

S

NSER (F)

REZEY
EE L (FARLRE)
BERELL
BEASEE
BHRESY
RERSKE(ZREER)
BETLL RERTFEE

(BELLLZEEA)
REEE

PHELL
TEREE L (FFE)

AEWE
AR E 54

R

BREE

BREE R F R
BRERE
FAERR R E EBA

BRI RARRT

o B TRsR1T (EM) AR A A
HEEEERRIT
R B RRITRR D A IR A A
R BLET

S E Y




e

CORPORATE INFORMATION (continued)
nalER ()

FINANCIAL CALENDAR

Six-month interim period end 30 June

Financial year end 31 December

REGISTERED OFFICE

Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
IN HONG KONG

Unit 3513

35/F., The Center

99 Queen'’s Road Central
Hong Kong

PRINCIPAL PLACE OF BUSINESS IN THE PRC

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

PRINCIPAL SHARE REGISTRAR AND TRANSFER
OFFICE

Codan Services Limited
Clarendon House

2 Church Street
Hamilton HM 11

Bermuda
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Clarendon House
2 Church Street
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BRANCH SHARE REGISTRAR AND TRANSFER OFFICE

IN HONG KONG

Tricor Tengis Limited
Level 22 Hopewell Centre
183 Queen’s Road East
Hong Kong

TELEPHONE NUMBER

+852 2169 0000

FAX NUMBER

+852 2169 0880

STOCK CODE

The Stock Exchange of Hong Kong Limited:
01169

WEBSITE

www.haier-elec.com.hk

INVESTOR RELATIONS CONTACT

Porda Havas International Finance Communications Group
Units 2009-2018, 20/F, Shui On Centre
6-8 Harbour Road, Wanchai, Hong Kong

Telephone Number

(852) 3150 6788
(852) 3150 6728
haier-elec@pordahavas.com

Fax Number
E-mail Address
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Haier Electronics Group Co., Ltd. * S EREBEER A A

INTERIM RESULTS
CI] H\ﬂ*ll‘,‘

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 2014 together with comparative figures for the
corresponding period in 2013. These condensed consolidated interim
financial statements have not been audited, but have been reviewed by the
Company’s audit committee.
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

AT =N =P as
Faﬂﬂml —~n
For the six months ended 30 June 204 BE—ZE—NFNA=ZF+HINEA

For the six months
ended 30 June
BEANA=THLEAREA

2014 2013
—E-NF —T=F
Notes RMB’000 RMB’000
M5E AR®T T ARET T
(Unaudited) (Unaudited)
(REER) (REEEZ)
REVENUE LN 3 32,937,297 28,979,387
Cost of sales HERA (28,405,740) (24,786,128)
Gross profit EF 4,531,557 4,193,259
Other income and gains L NS 6 4 144,456 88,717
Selling and distribution expenses HERDIHER (2,304,880) (2,157,562)
Administrative expenses 1THER (1,007,459) (995,450)
Other expenses and losses Hih B A KRER (485) (795)
Finance costs BE A 5 (46,854) (34,283)
PROFIT BEFORE TAX BRBLATER 6 1,316,335 1,093,886
Income tax expense FRiG iR < 7 (310,625) (266,122)
PROFIT FOR THE PERIOD B sE R 1,005,710 827,764
Attributable to: A& T FEAL -
Owners of the Company VN/NCTE S 977,574 821,848
Non-controlling interests JEPERAERS 28,136 5,916
1,005,710 827,764
EARNINGS PER SHARE ATTRIBUTABLE TO EAREBERRKRR
ORDINARY EQUITY HOLDERS OF EhHERER
THE COMPANY 8
Basic HAR RMB37.00 cents RMB32.69 cents
AR#37.00% AREE32.69%
Diluted iy RMB35.98 cents RMB32.01 cents
AR#35.98% AREE32.019
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
EIGEe R ElNaE

For the six months ended 30 June 2014 HE —Z—MW&FE N A=+HIENEA

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

2014 2013
—E-OF —T-=F
RMB’000 RMB’000
AR¥TR ARBETT
(Unaudited) (Unaudited)
(REER) (REEERZ)
PROFIT FOR THE PERIOD BT 1,005,710 827,764
OTHER COMPREHENSIVE INCOME Hi2m s
Other comprehensive income to be REZBMETHEREEZ
reclassified to profit or loss in 2 E U
subsequent periods:
Exchange differences on translation of MEGINETS 2 [E R E
foreign operations (2,932) (6,393)
OTHER COMPREHENSIVE INCOME FOR HREHRHEzHib2ElE
THE PERIOD, NET OF TAX (2,932) (6,393)
TOTAL COMPREHENSIVE INCOME FOR HAZEKEAHE
THE PERIOD 1,002,778 821,371
Attributable to: AT &R -
Owners of the Company ViN/NEI L) 974,356 815,891
Non-controlling interests JEFE AR RE 2 28,422 5,480
1,002,778 821,371
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Haier Electronics Group Co., Ltd. * S EREBEER A A

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

EBRER S M FSIA RN E

30June 2014 —ZE—EA=+H

30 June 31 December
2014 2013
—Z-ImF —ER-=5F
ANA=+H +=—A=+—H
Notes RMB’000 RMB'000
Pt 3 AR¥TR AREFIT
(Unaudited) (Audited)
(REEER) (fe2=z)
NON-CURRENT ASSETS ERENEE
Property, plant and equipment M - WENEE 9 1,732,095 1,488,068
Investment properties LEME 12,935 13,531
Prepaid land lease payments TEft A E 442,649 307,013
Goodwill GRS 65,530 6,123
Other intangible assets Hib & E 145,025 90,455
Available-for-sale investments Al ERE 2,925 2,925
Prepayments for investments A ZBAR = 41,400
Prepayments for items of property, W - BEMBREEE 2
plant and equipment FE R 262,716 309,095
Deferred tax assets EIEFIBE E 558,519 592,656
Total non-current assets ERBEERE 3,222,394 2,851,266
CURRENT ASSETS REBEE
Inventories 7E 2,856,117 2,891,587
Trade and bills receivables FEU R 3 e B 10 5,803,888 7,558,920
Prepayments, deposits and other receivables JE{I30E - &4 R H b EULER 3% 2,270,271 1,534,718
Pledged deposits BEERFR 106,179 220,350
Deposits for bank financial products SR1T IR BA EE dn 7 X 1 242,400 -
Cash and cash equivalents BHeRELEMEIER 9,829,844 6,824,322
Total current assets mMEEEMAE 21,108,699 19,029,897
CURRENT LIABILITIES REBEE
Trade and bills payables FENERSRRER 12 2,926,283 3,202,301
Tax payable FEfH B E 479,659 693,964
Other payables and accruals Hib AR N T AE 7,049,996 7,776,253
Interest-bearing borrowings FFEEE 53,491 159,633
Due to a fellow subsidiary JER —R[F R 8 A R/ F0E 10,000 15,000
Due to a non-controlling shareholder e — % eI AR AR SR A 25,346 24,301
Provisions B 14 539,696 537,244
Put option liabilities RoLHIERE 123,458 22,400
Dividend payable FERTAR 2 214,321 -
Total current liabilities nBBEAE 11,422,250 12,431,096
NET CURRENT ASSETS REBEEFE 9,686,449 6,598,801
TOTAL ASSETS LESS CURRENT LIABILITIES @& ERAEAE 12,908,843 9,450,067
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)
AR S W FSAKIR % (48)

30June 2014 —ZE—MEA=+H

30 June 31 December
2014 2013
—E2-mEF —T-=F
ARA=+H +ZA=+—H
Notes RMB’'000 RMB’000
Bt ARBTR AREFT
(Unaudited) (Audited)
(REER) (f&&%)
NON-CURRENT LIABILITIES FRBEE
Convertible bonds Al RS (E 5 755,355 716,835
Convertible and exchangeable bonds AR Ko AT A (25
("CEB") (TRIHRRE K FT8HAE 5 1) 13 1,007,818 -
Provisions B 14 322,862 302,891
Deferred income BB A 52,941 44,145
Deferred tax liabilities RIEFHIBEE 16,030 8,503
Put option liabilities ROLHIERE 174,999 305,600
Share-based payment liabilities IR D BEEZ SR B E 28,858 14,429
Total non-current liabilities BB RERE 2,358,863 1,392,403
Net assets BEFE 10,549,980 8,057,664
EQUITY =
Equity attributable to owners of AR RRREG R
the Company
Issued equity EITHR 15 1,799,571 2,761,754
Shares held for Restricted Share PR ) 1 AR 1) 52 B 5T 21
Award Scheme FisAE 2 kD 16 (52,820) (7,863)
Equity component of convertible bonds AT A RS 55 K AT AR
and CEB AIEAES 2 w5 204,087 149,249
Reserves =g 7,998,112 4,617,064
Proposed final dividend FORR AR B = 200,824
9,948,950 7,721,028
Non-controlling interests FEFERRHE = 601,030 336,636
Total equity s BE 10,549,980 8,057,664
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Haier Electronics Group Co., Ltd. * S EREBEER A A

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

ARG IRENEE

For the six months ended 30 June 2014 HE —Z—MW&FENA=+HIENEA

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

2014 2013
—B-NmEF —
RMB’'000 RMB’000
AR¥TR ARBFT
(Unaudited) (Unaudited)
(REER) (REEFEZ)
Net cash flows from operating activities KEEB B REFRE 1,020,107 547,171
Net cash flows used in investing activities REEHZREREFR (5,081,336) (1,354,187)
Net cash flows from financing activities MEEB 2R NEIFRE 2,478,052 91,053
NET DECREASE IN CASH AND RERRELEEERE 2RO FHE
CASH EQUIVALENTS (1,583,177) (715,963)
Cash and cash equivalents at beginning BMzRe kReEEER
of period 5,743,322 5,134,308
Effect of foreign exchange rate changes, net e G B FE 13,170 (11,007)
CASH AND CASH EQUIVALENTS AT MR ZBRERAEEEEAR
END OF PERIOD 4,173,315 4,407,338
ANALYSIS OF BALANCES OF CASH AND RERREEERE ZEBRIMN
CASH EQUIVALENTS
Non-pledged cash and bank balances EILIRIR & MIRTTE 5 2,162,880 3,356,570
Time deposits FHIFR 7,666,964 2,484,089
Cash and cash equivalents as stated in the MR RP Y2 Re KRS EEER
statement of financial position 9,829,844 5,840,659
Less: time deposits with original maturity B RESE AT RIEIRBER=EA
over three months when acquired 2 EHTER (5,656,529) (1,433,321)
Cash and cash equivalents as stated in RemBERTAIZRES KRS SHEER
the statement of cash flows 4,173,315 4,407,338
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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.

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.

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 2013.

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 2013, except in relation to the following new and revised
International Financial Reporting Standards (“IFRSs”) that affect the
Group and are adopted for the first time for the current period’s

financial statements.

i8R %% S o HA R 35 ¥R 2= B 5
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2.

14

BASIS OF PREPARATION AND ACCOUNTING
POLICIES (continued)

IFRS 10, IFRS 12 and IAS 27 Amendments to IFRS 10, IFRS 12 and IAS 27 (Revised)

(Revised) Amendments — Investment Entities

IAS 32 Amendments Amendments to IAS 32 Financial Instruments:
Presentation — Offsetting Financial Assets and
Financial Liabilities

IAS 39 Amendments Amendments to IAS 39 Financial Instruments:
Recognition and Measurement — Novation of
Derivatives and Continuation of Hedge Accounting

SIC-Int 21 Levies

The adoption of the new and revised IFRSs have had no significant

effect on these financial statements.

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into business
units based on their products and services and has three reportable

segments as follows:

(@)  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 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 bank
interest income, interest income from deposits for bank financial
products, finance costs, as well as corporate and other unallocated

expenses are excluded from this measurement.

EREERSHTBER @

BRBEHEERF10% - ERMBREENZE 0%
ERIBREER ERBREEAF125R
FRRRERSTEL  EREERE7R(EED)
FURBEDETE  —REFEZED

R EIE R BREHEAENREHTA -

(BFTE) 2| —HHEREER
EHRAELE
REEAENR BREERIZ0REFIA -
(BF1%) BRRAE—TATAEER
Bapiik-Frpevi 2P
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NOTES TO CONDENSED CONSOLIDATED |NTER|M FINANCIAL STATEMENTS (continued)
GRS

OPERATING SEGMENT INFORMATION (continued)

Segment assets exclude deferred tax assets, pledged deposits,
deposits for bank financial products, cash and cash equivalents and

corporate and other unallocated assets as these assets are managed

on a group basis.

Segment liabilities exclude amounts due to a fellow subsidiary,
interest-bearing borrowings, tax payable, deferred tax liabilities,
convertible bonds, CEB and corporate and other unallocated

liabilities as these liabilities are managed on a group basis.

For the six months ended

Washing machine business

3.

Water heater business

S O HA il 5 ¥l 2= Pl 5 (48)

30June 2014 —ZE—MEA=+H

RETEER @
PEEBEIBEELCHBLE  CERFR
RITEVESR TR RekReZEBEEEMN
RARIREMASEEE  AALSEER
SEEEERE -

DEAET
TEEE-
MR EH -
ROLEE

BIEEN KRR EQRRIEA

JEN A BERARE EH@
AR R AT ERE S AR R
ARZEaENEEERERE -

v

BELTEFO EXEA

Integrated channel services Consolidated

BREER BKEEY REGARBER &&
2014 2013 2014 2013 2014 2013 2014 2013
ZE-mf =% ZB-mF —T-=%f ZB-OF _T-=f ZB-@OF _"—T-=F
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
ARBTT ARETT AR%TR ARETT AR%TR AREBTT AR¥TR ARET:
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) (Unaudited) (Unaudited) (Unaudited)  (Unaudited)
(REER) (REER) (REER) (REER)  (REER)  (REEk)  (REER) (REER)
Segment revenue: DEHA
Sales to external customers  [EAMNERFIHE 2,061,587 1,910,490 413,397 434,297 30,462,313 26,634,600 32,937,297 28,979,387
Intersegment sales HBEEE 3,849,551 3,721,650 1,686,458 1,588,451 449,412 521,387 5,985,421 5,831,488
Total @5t 5,911,138 5,632,140 2,099,855 2,022,748 30,911,725 27,155987 38,922,718 34,810,875
Reconciliation: AR
Elimination of HEHEREE
intersegment sales (5,985,421) (5,831,488)
Segment revenue DHEBA 32,937,297 28979387
Segment other income HEAMRARYE
and gains 17,251 31,921 17,730 6,269 23,451 22,093 58,432 60,283
Total segment revenue, DEBA - EflA
other income and gains plieasitl 32,995,729 29,039,670
Segment results PEER 479,887 452,354 250,124 229979 576,008 439,528 1,306,019 1,121,861
Reconciliation: HE
Elimination of HESEMEE
intersegment results 33,664 6,878
Bank interest income RITFIBHA 83,604 28,434
Interest income from RITRRERFR
deposits for bank MBMA
financial products 2,420 -
Corporate and other REREBRDEER
unallocated expenses (62,518) (29,004)
Finance costs BERAR (46,854) (34,283)
Profit before tax BREATRF 1,316,335 1,093,886
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3.
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OPERATING SEGMENT INFORMATION (continued) 3.

Washing machine business

Water heater business

REFTEER @)

Integrated channel services

Consolidated

BREER HokBER REFERBER e
30 June 31 December 30 June 31 December 30 June 31 December 30 June 31 December
2014 2013 2014 2013 2014 2013 2014 2013
“E-mE —T--Ff CZE-Mf C-T-=-F CZB-MF =—T-=-F ZB-WMF =—T-=%
~A +=A ~A +=A ~A +=A ~A +=A
=+H =+—H =t+AH =+—H =t+A =+—A =+H =1+-H
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETRT ARBTT AR¥TRT ARETT AR%TR ARETT AR%TR ARET:
(Unaudited) (Audited)  (Unaudited) (Audited)  (Unaudited) (Audited)  (Unaudited) (Audited)
(REER) (E&n)  (REER) (B8R  (REER) (&) (REER) (&)
Segment assets SREE 4,584,833 5,044,107 1,129,784 1,734,231 9,297,025 9,381,339 15,011,642 16,159,677
Reconciliation: FE
Elimination of HEDBRRKER
intersegment receivables (2,500,900) (3,428,353)
Deferred tax assets EFIEEE 558,519 592,656
Pledged deposits BEAEHR 106,179 220,350
Deposits for bank RITENERFR
financial products 242,400 -
Cash and cash equivalents & KR ESERE 9,829,844 6,824,322
Corporate and other RAIREMADEEE
unallocated assets 1,083,409 1,512,511
Total assets BE®A 24,331,093 21,881,163
Segment liabilities SEAE 1,857,131 1,964,579 833,594 818,524 8,010,595 8,688,621 10,701,320 11,471,724
Reconciliation: FE
Elimination of YD ERENRR
intersegment payables (2,500,900) (3,428,353)
Deferred tax liabilities FEFHEaE 16,030 8,503
Tax payable BRI 479,659 693,964
Due to a fellow subsidiary ER—RAZMBERR
HE 10,000 15,000
Interest-bearing borrowings it BfEE 53,491 159,633
Convertible bonds AR ER 755,355 716,835
CEB AR R AT EAES 1,007,818 -
Corporate and other REREMADEEE
unallocated liabilities 3,258,340 4,186,193
Total liabilities AfEEE 13,781,113 13,823,499
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (continued)

4. OTHER INCOME AND GAINS
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Ht W A K s

For the six months
ended 30 June
BEXRA=tTHLXEAR

2014 2013
—E-mF —T—=F
RMB’'000 RMB'000
AR¥T T ARBFT
(Unaudited) (Unaudited)
(REERX) (REEZ)
Other income: N ONE
Bank interest income RITAEUA 83,604 28,434
Government subsidies* BT & B * 21,625 27,256
Compensation received from suppliers Bt rEr R A 21,444 24,775
Interest income from deposits for RITIR I B F SR B A
bank financial products 2,420 -
Gross rental income in respect of buildings 125> 4 W A 4258 1,008 2,250
Reversal of the impairment provision on JE S BR ZR A R (B B s [0 )5 3R
accounts receivables, net 787 -
Others EAth 9,062 5,986
139,950 88,701
Gains: Wz
Disposal of a subsidiary and a branch HE-—RWBRAIL—KDA 4,506 -
Gain on bargain purchase EEBEWE = 16
4,506 16
144,456 88,717

Various government grants have been received for investments in
certain cities in Mainland China in which the Company’s subsidiaries
operate. There are no unfulfilled conditions or contingencies relating to
these grants.

ARBHBRRAETENDE THHETE
BRAERSSHAYNHE) - ZEMEL &M

REPRZ AR KR EIR ©
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5. FINANCE COSTS 5.

L& B A
For the six months

ended 30 June
BEARA=tTHLAKMEA

2014 2013
—E-HmF —T—=F
RMB’000 RMB'000
AR¥T T ARETT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Interest on convertible bonds ATRRESFE 33,401 31,099
Interest on CEB (note 13) ATRRE N AT E AT S (M 13) 9,113 -
Interest on borrowings wholly repayable AREFERNEHEENEERE
within five years 4,340 3,184
46,854 34,283
6. PROFIT BEFORE TAX 6. PBRBEANGER
The Group's profit before tax is arrived at after charging: REE 2 BRBADEN 2R T 5 & IA
For the six months
ended 30 June
BEXA=tHLXEA
2014 2013
—E-mF —ZT—=
RMB'000 RMB’000
AR¥T T ARBFT
(Unaudited) (Unaudited)
(RBER) (RieEZ)
Depreciation of property, plant and M - BB RRETE
equipment 74,289 52,726
Depreciation of investment properties REMENE 596 596
Recognition of prepaid land lease payments #R 7B L1 E [ 4,624 3,495
Amortisation of intangible assets mREEHH 3,382 2,897
Loss on disposal of items of property, HEYE  BEMKEER ZEE
plant and equipment 485 112
Impairment of property, plant and M - BB RRERE
equipment - 665
Provision of impairment of FEMBR TR 2 R B 1 H 5R
trade receivables, net - 18
Equity-settled share option expense AR A E B AR 2 15,277 7,356
Equity-settled Restricted Share Award LARE# A PR 1 AR 1 2 D AT B 2
Scheme expense 4,569 -
Share-based payment expense VAR D ALt 2 kB 2 14,429 -
Management services arrangement expense & ¥ R 7% 2 HEFI 2 8,228 14,877
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7. INCOME TAX

Hong Kong profits tax has been provided at the rate of 16.5% on the
estimated assessable profits arising in Hong Kong during the period
(2013: 16.5%).

Tax on profits assessable in Mainland China has been calculated at
the applicable PRC corporate income tax (“CIT"”) rates. Certain
subsidiaries of the Group are entitled to preferential tax treatments
of reduction in CIT rates to 15%.

30June 2014 —E—F A =+H

Frig®t

EENSHDRIEHANBTBEE 2 H5HE
FRPUEFIZ16.5% 2 R FHERHFH (—F —=
F:16.5%) °

A FR B8 P 3t T R B v B 2 B TR TR
IREM P EMEMEH([DEMEH ] B
AE AEBEETHEARBEZEHIAE
BRE - WEBDEMSHE15% 87K -

For the six months
ended 30 June
BEAA=1+HLAEA

2014 2013
—E-mF =5
RMB’000 RMB’000
AR¥F AREFIT
(Unaudited) (Unaudited)
(REEER) (REEEZ)
Current — Hong Kong BNER — &S

Charge for the period sz 10,956 2,238

Current — Mainland China BNER — A B A 3t
Charge for the period AT H 265,120 317,956
Underprovision in prior years BEFEBEFETL 412 6,649
Deferred JRAE 34,137 (60,721)
Total tax charge for the period BAFRIE S L 4aEE 310,625 266,122
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EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE COMPANY

The calculation of the basic earnings per share amount is based on
the profit for the period attributable to ordinary equity holders of the
Company, and the weighted average number of ordinary shares of
2,641,899,833 (2013: 2,514,374,117) 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
and CEB. 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.

The calculations of basic and diluted earnings per share are based

RRAEBERRREEERAER

I

HFRERBHNZ SEIIRERARR B EBR
AR e i A 2 BN B 27T AR A T 2K
2,641,899,833 % ( —ZF—=4F : 2,514,374,117 i%)

HE -

FREEAN 2 SBIIRIFEMARRE LB
BBCR B SRR E - OB A R BR AT A A
BRI L ATERESOTNE - 5T ERT
Rz &BEMEFSBE ARG ESRER
BNEMAZHASETEEREAE AR
BERGFETERABMEECEEERES
BB R E T 2 E BN T8 A
KA T #ITZ D ©

BREANEEBNZATEETE

on:
For the six months
ended 30 June
BEAA=tHLEAEAR
2014 2013
—E2-OF —T-=F
RMB’000 RMB’000
AR¥TR AREFT
(Unaudited) (Unaudited)
(REEZ) (RieEZ)
Earnings B
Profit attributable to ordinary equity ARFEEREREF 2
holders of the Company used in RN E)E AR AR R (R
the basic earnings per share calculation 977,574 821,848
Interest on convertible bonds ATRRESFE 33,401 31,099
Interest on CEB AR K AT E ARG 5T B 9,113 -

1,020,088 852,947
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8.

EARNINGS PER SHARE ATTRIBUTABLE TO 8.
ORDINARY EQUITY HOLDERS OF THE COMPANY

(continued)

30June 2014 —ZE—MEA=+H

RAREBRRREAERAEF
(%)

Number of shares

R EE

for the six months
ended 30 June
BEANA=THLERMEA

2014 2013
—E—MF T =%
(Unaudited) (Unaudited)
(REEER) (RE&EZ)

Shares g

Weighted average number of ordinary AR HERERRF 2 BA
shares in issue during the period used in BT T AR INE T8
the basic earnings per share calculation

2,641,899,833 2,514,374,117

Effect of dilution — weighted average e — ETERINETHE
number of ordinary shares:
Warrants RIRHEE 10,527,487 12,786,668
Share options B A A 9,088,018 35,558,402
Awarded shares under Restricted R I PR 1D 2B AT 2118 T /Y
Share Award Scheme RN 92,075 -
Contingently issuable shares* s A F BT Z B¢ 2,113,632 2,142,694
Convertible bonds Al E S 100,000,000 100,000,000
CEB AR K AT A 5 71,131,564 -
Total st 2,834,852,609 2,664,861,881
# The contingently issuable shares in the current period represented the # RERE S A FEITZRMERE TERME

estimated number of shares to be issued to certain Haier franchise
store owners. These Haier franchise store owners entered into
management services agreements with the Group and achieved the
prescribed performance targets during the period.

IEBRRBEITZ A RHEE - X5 EMMNE
JE R R B AR S B AT A B IR RIS Wh ek - WA ER
WNEIRERRBRE -
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10.

22

PROPERTY, PLANT AND EQUIPMENT

During the period, the Group incurred construction costs for
production plants and warehouses and purchased items of property,
plant and equipment at a total cost of RMB319,425,000 (2013:
RMB115,301,000) and disposed of items of property, plant and
equipment with a total net carrying amount of RMB1,105,000 (2013:
RMB2,500,000).

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

reporting period, based on the invoice date, is as follows:

10.

W% - BERRE

RER - AEBEZEEREREEZEE
RAUREEME - BERZEEB 28K
RAANRE319,4250000 (ZF—=F : AR
#115,301,0007T) * i HEWE - WE L&
BB 2 EEFEEEAAR1,1050007T(=
T—=4F : AR¥2,500,0007T) e

EWIRA R R

AEBEATFZBNEZERAEERE
HEHEEON  BEHEPABENTE - F
EHBEEA—EA IEXFPZEEHERS
AEE={EA -

R Sk R 2 BB IR R B R AT
o

30 June 31 December
2014 2013

—B-mE —F—=
AA=+H +ZA=+—H
RMB’000 RMB'000
ARETT AREFIT
(Unaudited) (Audited)
(REER) (Fs5Hz)

Trade receivables: FEURBR X -

Within 1 month 1MEAR 1,525,489 1,615,539
1 to 2 months 1Z21@A 322,087 479,679
2 to 3 months 2Z31EA 350,625 255,945
Over 3 months BB 31E A 207,367 145,430
2,405,568 2,496,593
Bills receivable U ZE % 3,398,320 5,062,327
5,803,888 7,558,920

Included in the Group's trade and bills receivables are amounts due
from Haier Affiliates totalling RMB1,252,923,000 (31 December 2013:
RMB898,354,000), which are repayable on similar credit terms to

those offered to the major customers of the Group.

AN B 2 FE R AR R R SR B T R WU R
NEIREE X ARKE1,252,923,0000(=F
—=F+=-AF=+—8: ARK% 898,354,000
L) RERBEERRETEUASEIER
FHEEEREE -
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (continued)
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11. DEPOSITS FOR BANK FINANCIAL PRODUCTS

12.

Deposits for bank financial products carry a fixed interest rate of
4.18% per annum with a due date on 6 April 2015.

TRADE AND BILLS PAYABLES

An aged analysis of the trade payables as at the end of the reporting

period, based on the invoice date, is as follows:

11.

12.

30June 2014 —ZE—MEA=+H

RITEMERER

SRITHE R E T IR B E FHF418ERTE -
WHR—E—RFMANEERE -

B RARRE

R MR I SR BE R R A T
wmF -

30 June 31 December

2014 2013
—E-mE —E=F
ANA=+H +=—A=+—8H
RMB’000 RMB'000
AR¥TR ARBT T
(Unaudited) (Audited)
(RBER) (fe5&1z)
Trade payables: JERTERAR
Within 1 month 1MEAAR 1,907,280 2,080,386
1 to 2 months 122{8A 219,858 539,491
2 to 3 months 2ZE3{EA 158,729 114,846
Over 3 months i@ 31E A 370,350 183,361
2,656,217 2,918,084
Bills payable ENEE 270,066 284,217
2,926,283 3,202,301

Included in the Group’s trade and bills payables are amounts due to
Haier Affiliates totalling RMB1,143,541,000 (31 December 2013:
RMB1,669,880,000), which are repayable on similar credit terms to
those offered by similar suppliers of the Group.

AEEZ BNRERERESEEAS BB
NAEIFEEFZARYE143541,000C(=ZF
—=F+ZA=+—H : AR¥1,669,880,000
TT) o RACRAREEMBURER S TASE
BIELLZ EEFEREE -
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13.

24

CONVERTIBLE AND EXCHANGEABLE BONDS
(IICEBII)

On 6 December 2013, the Group and the Alibaba Group agreed on a
strategic collaboration through the Strategic Investments Agreements
to further develop the Group's logistics business carried out by
Qingdao Goodaymart Logistics Co., Ltd. (formerly known as “"Qingdao
Haier Logistics Co., Ltd.”) (“Qingdao Logistics”), a subsidiary of the
Company. On 20 March 2014, according to the Convertible and
Exchangeable Bond Agreement, the Company issued CEB to Alibaba
Group with the principal amount of HK$1,316,036,000 (equivalent to
RMB1,055,023,000) carrying interest at a rate of 1.5% per annum. The
CEB is due to maturity on 20 March 2017. The CEB are convertible into
ordinary shares of the Company at a conversion price of HK$19.334
per share or exchangeable into the ordinary shares of a subsidiary of
the Company, which shall represent a 24.1% economic interest in
Qingdao Logistics, on or after the first anniversary of the date of the
issue of CEB up to seven days prior to the maturity date, at the options
of the CEB holders. The interest is payable together with the principal.
If the conversion right for the ordinary shares of the Company is
exercised, all interests accrued up to the date of the conversion date
will be payable and taken into account in arriving at the number of
convertible shares. If the exchange right for shares of the subsidiary is

exercised, no interest will be payable by the Company.

The fair value of the liability component of CEB amounting to
RMB1,000,185,000 was estimated at the issuance date using an
equivalent market interest rate for a similar bond without conversion
and exchange options. The residual amount was assigned as the
equity component of CEB amounting to RMB54,838,000 and is

included in shareholder’s equity.

13. ARE TERES ([TRRRE

AERES )

R-T—=F+_-AXNBE AEEEMEE
EEERE S BB MR E R EETEEEE
GIE NE—TERBARAMNBATES
HRIEMEBRAR (AR SS8RYWEE
RAr]) (E&WRDREZARER YR
¥%-R-ZT—ME=A=1+8 RETHR
BEAERESRHE  AARRMNEEEE
B 21T AR S BEH1,316,036,00078 7T (HHE #
AR 1,055,023,000 7T ) #9 ] #2 % & Al & A (E
F o IRFBI5%TE - (R RAIEBRES
N-ZT—tF=A-+BRHEMN - AT
KA EnE AR REITA AR L A BIRES
HBE—EFEEZEBE A+ B IE TR L
AERESEHE ARRIZUIRRESP19.334
LR A AR AT B R ER AR BN
BAR LR HEERESMRERZ
24.1% ° BEAF B EER A I o WMAAA
TR RREREITE R ER A
BIEF R B T A AT I 78 = BUR IR AR 1D
B TUAER - HIBRRRG 2 EREE
1E - RRBBAZAHFE -

AR LR A ERES 2 BER D 2 AFES
AR #1,000,185,000 7T * JThR & 1T B B AT
BEEHaRBEREZBUBRS ZBED
HREREE - FIrE 88 AR 54,838,000 T B
SRR R AR ES 2 D - Wi
AR gz 2 -
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13.

14.

15.

30June 2014 —ZE—MEA=+H

CONVERTIBLE AND EXCHANGEABLE BONDS 13. AR R TERES ([TRRR
("CEB") (continued) AEBRES ) @)
The CEB issued during the period have been split into the liability HADBT 2B LA ERESDDIFA
and equity components as follows: UNTaERERTS -
2014 2013
—2-mE —F—=
RMB’000 RMB'000
ARET T ARBT T
(Unaudited) (Unaudited)
(REEER) (RE&EZ)
Nominal value of CEB issued during BRN B 377 Al RS I A B
the period ZHE 1,055,023 -
Equity component Bz (54,838) -
Liability component at the issuance date ~ RE&ETHEZ BEZHD 1,000,185 -
Interest expense (note 5) FBFLZ (MEES) 9,113 -
Exchange realignment I X (1,480) -
At 30 June RANA=+H 1,007,818 -
PROVISIONS 14. B

The Group provides installation services and warranties of three to
eight years to its customers on washing machines and water heaters,
under which faulty products are repaired or replaced. The provision
amount 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.

ISSUED EQUITY
Transferred to capital reserve

On 6 June 2014, by a special resolution of the annual general
meeting, the share premium of the Company amounting to
RMB2,224,521,000 was transferred to contributed surplus. The share
premium and contributed surplus were included in the accounts of
issued equity and capital reserve respectively in the consolidated

financial statements of the Group.

15.

AEEREPRERERBLAB=ZENF
ZRKERBOKERE  AHBZERME
HIEREH - BESHEREE RIAEMRM
ZERT - B ROREKT G o et E%E
BRIFERA - WHINEE R ELET -

ERTES

HREERHE

RZZ—MEXNANE ARAROEEA
R ¥ 2,224,521,000 7T 2 # % R B F K& 55
REREEBETHARG - BROBERAA

BHRENETEERSUBRERADHEF AL
BITRDEREANHEZRA T
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15.

26

ISSUED EQUITY (continued)
Subscription Shares

On 6 December 2013, the Group and the Alibaba Group agreed on
a strategic collaboration through the Strategic Investments
Agreements to further develop the Group's logistics business
carried out by Qingdao Logistics. According to the Share
Subscription Agreement, the Company agreed to issue 52,389,996
ordinary shares of the Company of HK$0.1 each to Alibaba Group
at a subscription price of HK$18.413 per share, representing a
discount of approximately 1.11% to the closing price of HK$18.62
per share on 5 December 2013. The above transaction was
completed on 20 March 2014 and the proceeds from the share
subscription amounted to HK$964,657,000.

Share options

During the period, the following share options of the Company were
exercised for the same number of the Company's shares of HK$0.1

15.

EEBITER @
RER 5

R-ZT—=ZF+-A B REBESEMNED
EEERE S BB R E RS ETERRE
BIE NE—TEHRBEEMRNEIAE
BEzYmER - BRERORERZE  ~QF
BEERREEER18413FBT(BRHR-Z
—=F+ZARAZWMEER18.62E T
BN AMBEEEE®EETARA
52,389,996 B B R 0.1 T 2 E AL o i
SR_ZE—NME=A -+ HEZHRRNDRE
2 18588 5 964,657,000 7T °

B

HA - AT AR BB RESETEARERE
K2B 8REEC1ETLZARFERD

each:
Exercise price of Number of
share options share options
BRETEE BRERE
HK$
BT
1.70 4,068,000
4.82 4,257,000
7.58 4,712,000
8.67 360,000
13,397,000
Warrants R EE

During the period, 40,000,000 warrants were exercised for 40,000,000
shares of the Company of HK$0.1 each at an exercise price of
HK$11.2 per share.

B/ + 40,000,00017 RAXHEFE B 1T LAIRTT
B BF 11.278 7T #HX 40,000,000 5% 5 B {E
0.1 B2 A RRIRES °
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16. SHARES HELD FOR RESTRICTED SHARE AWARD
SCHEME

On 15 April 2014, the Company adopted Restricted Share Award
Scheme (“Award Scheme”) replacing the Restricted Share Incentive
Scheme. Under the Award Scheme, the Company may purchase the
scheme shares on the open market through the trust or issue and

allot new scheme shares to the trustee.

During the period, the Award Scheme acquired 2,995,000 shares of
the Company of HK$0.1 each through purchases on the open market
at an aggregate consideration of HK$55,711,000. As at 30 June 2014,
the carrying amount of shares held for Restricted Share Award
Scheme was HK$65,647,000, equivalent to RMB52,820,000 (31
December 2013: HK$9,936,000, equivalent to RMB7,863,000).

30June 2014 —E—F A =+H

16. g%ﬂﬁﬂﬁﬁi&@ﬁ%ﬂﬁﬁ%ﬁZﬂﬁ

RZZ—HFMA+EBE - RRFRAR G
Rt B2 BN AT 8 ([ 22 81 1) 2 AR il 1 A
DB B - RIREZEFTE ARRAER
EARAHEMSBEF RO AAZTAE
1T R BC B BIAR D ©

BN EBEAEEBRARMS UK ERE
55,711,000 7% 7T U B 2,995,000 A% & A% H1 {5 0.1
BLZARRARBEN - R_E—mENA=+
B SRR G EEE B E 2 RHEE
65,647,000 7T (48 E 7 A R # 52,820,000
) (ZE—=F+=-A=+—H : 9,936,000
BT GEER AR 7,863,0007T)) °
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17. RELATED PARTY TRANSACTIONS

28

(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:

17. BEALRS

(a)

B S B IS R L B ) ALY B A
TR H5 ARERHRNEEREEE R
FIZETATERR S :

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

2014 2013

—E-mEF —E—=F

RMB'000 RMB'000

ARBT T AREFT

(Unaudited) (Unaudited)

(RBER) (REEEZ)

Export sale of products A SHE Em 755,657 574,157
Domestic sale of products NIHEE® 86,891 212,081
Purchase of finished goods BREERUAY 17,394,033 14,761,674
Purchase of raw materials R ER 5,791,261 5,122,973
Purchase of equipment PREESE 51,895 10,039
Printing and packaging fee expenses RIEeEESH 20,634 28,838
Mould charges REBZ W 82,153 101,547
Utility service fee expenses NARBESL 51,698 60,071
Promotion fee expenses EEBLH - 54,028
Research and development service fee  #f3RIEE 81,276 25,030
Other service fee expenses Hi RGBS 145,587 119,518
Interest income T B WA 8,327 6,625
Interest expenses MEZ 1,115 1,479
Other financial service fees B miR%E 6,783 360
Logistic services income PR RS U 997,598 949,908
After-sale service income ERBIRBIA 89,220 102,458

The above transactions were conducted in accordance with the

terms and conditions mutually agreed by the parties involved.

VA £ 32 5 T5 iR IR AT #977 #E B3 5E 2 63K
R AGIHETT
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17. RELATED PARTY TRANSACTIONS (continued)

(b)

(@)

Other transactions with related parties:

@

During the period, the Group disposed its interests on
the branch of Qingdao Logistics to a fellow subsidiary of
the Company at RMB15,103,000 with reference to the fair
value of the branch determined by a local independent

valuation firm.

During the period, a wholly-owned subsidiary of the
Company and a fellow subsidiary of the Company were
jointly and severally granted general banking facilities by
a third party bank. Such banking facilities were cross
guaranteed by each of the borrowers with the
guaranteed amount of USD70,000,000. The bank facilities
were ultimately guaranteed by another fellow subsidiary

of the Company.

Compensation of key management personnel of the Group:

30June 2014 —ZE—MEA=+H

17. BEA LR Z @)

(b)

HEIBEA LT 2 HMRS

S

0] BN - AREEILAA R 15,103,000
THEEREEMRZ D R R 2%
HHETFARB—RKRRKTEA
Al BREDNE2EEH—RE
VHERAREEZDRARZAF
&

(i) BN ARAR—HR2EMBAF
RN R SEEN NS
—RE =TT IRITHE RAE R
—RIBTTREE - ZFRITRMETS
& BRAEITRNER - R
“© %8 /70,000,000% 7T © & F R
TREREBARA S —RAR
BB A BHER -

AEBETEEBAB ZFHM -
For the six months

ended 30 June
BEANA=THLEREA

2014 2013

—E—MF —E—=F

RMB’000 RMB’000

ARBFR AREFT

(Unaudited) (Unaudited)

(REEZ) (REeEZ)

Short term employee benefits RHEERA 3,572 3,105

Equity-settled share option expense LARS A 455 7 BEAS AR 2 3,324 671

Equity-settled Restricted Share VAR A 45 5 2 IR Rl ME B £

Award Scheme expense RN ETEIF X 3,846 -
Total compensations paid to key ENEEERABZFEE

management personnel 10,742 3,776
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17. RELATED PARTY TRANSACTIONS (continued)

(d)

30

17. BEA LR Z @)

In addition to the balances of trade receivables and trade (d) BEBBRERMEI0ORI12FTD B E &
payables due from/to Haier Affiliates as disclosed in the notes W,/ FE G BB B8 1 B) 2 R MK B R K P
10 and 12 to the financial statements, respectively, the Group TR Z &8I AEBERREERE
had the following material outstanding balances with Haier ERBB AR ZEAKRERERLIT ¢
Affiliates at the end of the reporting period:
30 June 31 December
2014 2013
—E-mEF —E—=F
AA=+HB +ZA=+—H
Notes RMB’'000 RMB’000
k=3 AR¥TT ARBFT
(Unaudited) (Audited)
(REER) (fRER)
Cash and cash equivalents R MReHEAR 0 875,049 732,396
Prepayments, deposits and TARTRIA ~ Re READ
other receivables FEURBR X (i1) 1,134,551 540,731
Other payables and accruals HiENERRETARE (i1) 801,605 924,066
Interest-bearing borrowings FTEEE (iii) 15,000 78,065
Due to a fellow subsidiary XD A EL I SPNGIE e (iv) 10,000 15,000

Notes:

0]

(i)

(iii)

(iv)

The balances represented deposits placed with Haier Group
Finance Co., Ltd. (“Haier Finance"), a subsidiary of Haier Group
and a financial institution approved by the People’s Bank of
China.

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

The balance represented borrowings from Haier Finance, which
was secured by floating charges over certain of the Group's
inventories totalling RMB23,077,000 (31 December 2013:
RMBé1,540,000).

The balance represented borrowings from a fellow subsidiary of
the Group through an entrusted loan arrangement, which are
unsecured, interest-bearing at 5.6% per annum and repayable
on 25 December 2014.

HERBBEERRNEMEEMBER
BERAR(IEAMBD 2&75H - %2
AREREEZHBARRTEAR
RITRAI 2 BT

BHRIEAIRVBEAZEE  BA
EEA X ARKE23077,0000( =
—=Z%+-_A=Z=+—H: AR¥
61,540,000 7T) 8% TR ELLF BN
AR

BEHREARE-RRAAMNBARER
ZREERRHEAZER REX
B FERSOHRAR_F-—HFE+ =
A=-+hRHE:E-
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18. BUSINESS COMBINATION 18. £ &6t

On 24 January 2014, the Group, through its subsidiary, Qingdao R-T—NFE—F-+NH @ NEEFBEN

Logistics., acquired 60% equity interest in Shanghai Boyol New BARSEMRKE SR EN L BHERE

Brothers Supply Chain Management Company Limited (“Shanghai
Beiye Supply Chain”) and through its wholly-owned subsidiary,
Impressive Holdings Limited, acquired 100% equity interest in Boyol
Logistics Offshore Limited ("BVI Boyol”). Shanghai Beiye Supply
Chain is engaged in the provision of logistic services and BVI Boyol is
a dormant company with an only asset of the trademark “"Boyol”. The
acquisition was made as part of the Group's strategy to expand its

logistic service business.

The consideration for the acquisition transaction comprised of (i) a
cash consideration of RMB45,000,000 for the trademark paid during
the period; (ii) a cash consideration of RMB41,400,000 for the
acquisition of Shanghai Beiye Supply Chain paid in 2013; and (iii) a
contingent consideration payable in 2014 and 2015 which is
computed with reference to the amount of the consolidated net
profit and the earnings before interest, tax, depreciation and
amortization (the "EBITDA") of Shanghai Beiye Supply Chain during
the 24-month period subsequent to the completion of the acquisition

transaction.

The Group has elected to measure the non-controlling interest in
Shanghai Beiye Supply Chain at the non-controlling interest’s
proportionate share of Shanghai Beiye Supply Chain’s identifiable

net assets.

BERRAR( EBBEEMERE]) 2 60%E
N F 8 H 2 & Y BB A & Impressive Holdings
Limited 1 Boyol Logistics Offshore Limited
(IBVI Boyol]) 2 100% 1z o /& B 2 ftEse
ﬁé%k 977 AR 7% I BVI Boyol /& — i 1N B2
 HIE—E&E A [Boyol | IR o 2R UL
?%'IZIK%?EJ?&EE%%HE?I%%?}%E’U%W%Z— o

RABERZ 2REBENHANENEIZEZ
/LB AR 45,000,007 : (\RA-ZE—=
FEpbE OBREEREHEENZBHEEREA
R #41,400,0007C ¢ K\ A =T —NF K=
T-RFAINOIARE  ZREDHLES

Z LR EHREENRBERZ S5 E =+
BABMEANGESFFNERREN  TER

AT AF ([EBITDAL) 2 28851 E -

REBEEREBERIFRERED DG LEREM
S AT BREEFE LA ER LEBR
e IR
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18. BUSINESS COMBINATION (continued)

The fair values of the identifiable assets and liabilities of Shanghai
Beiye Supply Chain and BVI Boyol as at the acquisition date were as
follows:

18. ¥¥56t @

PAYRE B HY - e B 5% T2 BVI Boyol 2
ARNEERBBEZAFERT

Fair value
recognised
on acquisition
RS R
ERAZATE
RMB'000
ARBFIT
(Unaudited)
(REEHEZ)
Property, plant and equipment ME - BN EE 36,360
Prepaid land lease payments TEfT L A & 5K 9,200
Intangible assets-trademark BEE — Bi% 45,000
Intangible assets-customer relationships B EE — BPBF 12,800
Prepayments, deposits and other receivables FERTFRIE & & H A IR X 16,772
Cash and bank balances & RIRITHERR 33,136
Trade payables FERTBR X (7,060)
Tax payable JERT#EIE (2,659)
Other payables and accruals B EMBRA R EAE (4,101)
Interest-bearing borrowing TEEE (20,000)
Deferred tax liabilities RIETIEA & (7,793)
Total identifiable net assets at fair value ABBIEEEN T EER 111,655
Non-controlling interests FEIERR R = (26,662)
84,993
Goodwill on acquisition Wb - e 59,407
144,400

Satisfied by: AT3IEEEE :
Cash He 86,400
Contingent considerations HARE 58,000
144,400

The fair values and gross contractual amounts of other receivables as
at the date of acquisition amounted to RMB14,917,000, which are
expected to be collectible.

The Group incurred transaction costs of RMB1,550,000 for this
acquisition. These transaction costs have been expensed and are
included in administrative expenses in the consolidated statement of
profit or loss.

32
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A AR 14,917,000 7T - TEHAATULE] £l AR

e
A ©

REFRAGEIMENEENR SN ABAR
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18. BUSINESS COMBINATION (continued)

The initial amount of contingent consideration recognised was
RMB58,000,000, which was determined using the Monte Carlo
Simulation model and is under Level 3 fair value measurement. The
consideration is due for final measurement and payment to the
former owners in year 2014 and 2015. At the date of approval of
these financial statements, no further significant changes to the

consideration are expected.

Significant unobservable valuation inputs for the fair value

measurement of contingent consideration are as follows:

Projected consolidated net profit of RMB16,150,000 to

Shanghai Beiye Supply Chain RMB20,006,000
Median volatility of comparable 38.84%
companies
Risk-free rate 3%

A significant increase (decrease) in the consolidated net profit of
Shanghai Beiye Supply Chain would result in a significant increase
(decrease) in the fair value of the contingent liability. A significant
increase (decrease) in the median volatility of comparable companies
would result in a significant increase (decrease) in the fair value of the
contingent liability. A significant increase (decrease) in the risk-free
rate would result in a significant decrease (increase) in the fair value

of the contingent consideration liability.

An analysis of the cash flows in respect of the acquisition of the

business is as follows:

30June 2014 —ZE—MEA=+H

18. ¥¥56t @

ERRAILARARBZYVBSEAARE
58,000,000 7T * W IR A S RZEEE N &
EWREABEIRATFENE - BAREES
MR _ZE—MNER_ZT—AFETERTE
I FRIRE - RZEVHRRENEES
B BEREENEITSREAAE—SE
KEE o

BRRARELATEN 22 AR
EERABENT -

FER ¥ MEEY AR #16,150,000 T &

FEAIAR & 5 F AR ¥ 20,006,000 7T
AW AEZ Y 38.84%
UEEIRS
ERRE 3%

LB B MRS 7 4R % F I 3R K8 12 A0
CRD) BEHRABEZ A FEHBRKRIEE
MORD) » AR R Z FHRBHRBBRA
BEMORD) BFERAREBEBEZAFELR
RIEIEINCOR D) o MERR 2 3R AR 00 Ol
P)IREHFIARBEEZ AFELBEXER
A (3800) »

HWEERSAB RS REDOTWT

RMB’000

AEBTTT

Cash consideration paid during the period BHAENRERE (45,000)

Cash and bank balances acquired BB & RIRITEE 33,136

Net outflow of cash and cash equivalents included 3 AREEFZREREZES M

in cash flows from investing activities ReFEERFRL (11,864)
Transaction costs of the acquisition included FPAKE RS 2 ReREZWIE 2R HHA

in cash flows from operating activities (1,550)

(13,414)

Since the acquisition, Shanghai Beiye Supply Chain contributed
RMB236,413,000 to the Group's turnover and RMB7,817,000 to the
consolidated profit for the period.

BUEEA R - BB A EHEERARHAK
EETRARE 236,413,0007T 2 & E 5 R A
ER¥7,817,000 L2 1 & im Al o
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19. DISPOSAL OF A SUBSIDIARY AND A BRANCH

19.

HE-—ZFHMBRAKR—RD AT

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

2014 2013
—E-mE —F—=
RMB’'000 RMB’000
ARBFT AREFT
(Unaudited) (Unaudited)
(REBER) (REeERZ)
Net assets disposed of: BEHEEEFE
Cash and cash equivalents ReRkBLEEIER 5,410 -
Prepayments, deposits and TERRIE - e REM
other receivables JEHER TR 5,103 -
Trade and bills receivables FEURBR R R B 7,436 -
Inventories 7E 6,441 _
Property, plant and equipment Y - BE SR 1,014 -
Trade payables JEfT BR 3K (2,363) -
Tax payable JERT IR (217) -
Other payables and accruals H iR N R B E (2,355) -
Non-controlling interests SRR R (4,772) -
15,697 -
Gain on disposal of a subsidiary HE—RWBRA KR
and a branch —RAREIAEHE 4,506 -
20,203 -
Satisfied by: LAT5IIE B IEE
Cash Re 6,610
Other receivable H A FEUR R 13,593
20,203
An analysis of the net inflow of cash and cash equivalents in respect HHE-—FRMBRFAR—ROLRI BB 2R
of the disposal of a subsidiary and a branch is as flows: ERREFEBRARNAFEITOT
RMB’000
AR¥ETTT
Cash consideration received BERRERE 6,610
Cash and bank balances disposed of BEHER S RIRITEH (5,410
Net inflow of cash and cash equivalents HHE-—RMBARIR—RIRAIAEZ
in respect of the disposal of a subsidiary and ReRkBeFEEERAFHE
a branch 1,200

34



Interim Report 2014 o —Z=—[IFRHIFRE

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (continued)
A 0A %S o HA B 35 ¥R 2R 05X (48)

20.

21.

22.

CONTINGENT LIABILITIES

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

PLEDGE OF ASSETS

The amount of RMB15,000,000 included in the interesting-bearing
borrowings as at 30 June 2014 were secured by floating charges over
certain of the Group's inventories totaling RMB23,077,000 (31
December 2013: RMB61,540,000). In addition, certain of the Group's
bills payable as at 30 June 2014 were secured by the pledge of the
Group's bank deposits amounting to RMB106,179,000 (31 December
2013: RMB220,350,000) and the Group's bills receivable amounting
to RMB73,427,000 (31 December 2013: RMB76,842,000).

OPERATING LEASE ARRANGEMENTS
As lessor

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

At the end of the reporting period, the Group had total future
minimum lease receivables under non-cancellable operating leases

falling due as follows:

20.

21.

22.

30June 2014 —ZE—MEA=+H

HAEE

MHEYR  AEB L BERNEANAALE -

EELH

RZZT—NFENA=TRHFAFEEEZS
AR 15,000,000 TEARNEEBBEASAR
#23,077,0007c(ZE—=F+-A=+—08
AR5 61,540,0007T) B9E T3 & 1E L F 8P
RER BN AEBR T —WFENA
SHANETREMZEBERNIEHRAEE 2B
TERARE 106,179,000 L(ZE—=F+=
B=+—8 : AR 220,350,0007T) R A£EH
ZEWEE ANRE 73,427,000 T(ZF— =4
TZA=+—8: AR®76,842,0007T)EH
BR -

REHEOZH
ERHEA

AEERBELKEMORHFLBEREYE
BEZHMA—F -

REREHIR - AEBERIEN T5) R 2 8 2
THEHEZ CEHOBRARERSERS S
BT

30 June 31 December

2014 2013

—E—MF —T—=F

AA=+HB +ZA=+—H

RMB’000 RMB’000

AR¥TRT ARETT

(Unaudited) (Audited)

(RBER) (&%)

Within one year —FRN 2,016 2,016
In the second to fifth years, inclusive F_FEFERAF(BIEEEME) - 1,008
2,016 3,024
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22. OPERATING LEASE ARRANGEMENTS (continued)
As lessee

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

At the end of the reporting period, the Group had total future
minimum lease payments under non-cancellable operating leases

falling due as follows:

22, REFNZH @

EREBEA

AEERBLEHANTHERETYE A
AvEzHEEEAN T —FE2+F -

RE|ERR - AEBERER TS
THEBUBZREHOARRENRERES A

AT :

30 June 31 December

2014 2013

—E-mF =5

AA=+RA +ZA=+—H

RMB’000 RMB’000

AR¥FTR AREEFIT

(Unaudited) (Audited)

(RBER) (fE&E%)

Within one year —F R 242,446 151,128
In the second to fifth years, inclusive Fo_FEFAFE(BIEEREME) 218,780 103,196
After five years hFE 44,461 36,619
505,687 290,943
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (continued)
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30June 2014 —ZE—MEA=+H

23.

24.

COMMITMENTS

In addition to the operating lease commitments detailed in note 22

above, the Group had the following commitments at the end of the

reporting period:

23. AEIE

B b SCMY R 22 PRl 2 SRR TH A0 AR S - R
SENIMEHRE ATRE

30 June 31 December
2014 2013
—E—MmF —E—=F
AA=+RH +ZA=+—H
RMB'000 RMB’000
AR¥TR AR®ET T
(Unaudited) (Audited)
(REER) (fe=%)
Authorised, but not contracted for: EREERTLY :
Property, plant and equipment ME - RERRE 19,455 20,766
Contracted, but not provided for: EEENEESZ -
Property, plant and equipment W - MENEE 114,399 258,342
133,854 279,108

FAIR VALUE

The carrying amounts and fair values of the Group's financial

instruments, other than those with carrying amounts that reasonably

approximate to fair values, are as follows:

24. AV E

AEESRTA(REAEARHESRERS
ZEBT AR ZBREERAFENT

Carrying amounts Fair values
fREE AFE
30 June 31 December 30 June 31 December
2014 2013 2014 2013
—E-mF —F—= —E-mE —F—=
AA=+H t-A=t—~H AA=tR +t=A=t—8
RMB'000 RMB'000 RMB’000 RMB'000
ARBT T AREFT ARBTT AREFT
(Unaudited) (Audited) (Unaudited) (Audited)
(REEEZ) (&%) (REER) (Fez=z)
Convertible bonds AR ES 7558255 716,835 754,769 715,302
Convertible and Al K Al e R E 5
exchangeable bonds 1,007,818 - 1,000,197 -
Put option liabilities AOnHERE 298,457 328,000 298,457 328,000
Share-based payment ARSI AR 2 kB E
liabilities 28,858 14,429 28,858 14,429
2,090,488 1,059,264 2,082,281 1,057,731
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (continued)
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24.

25.

26.

38

FAIR VALUE (continued)

The fair value of the liability portions of both convertible bonds and
CEB was estimated by discounting the expected future cash flows
using an equivalent market interest rate for a similar bond without
conversion options and exchange option. The fair values of put
option liabilities and share-based payment liabilities are measured
based on valuation techniques of which any inputs that 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 2,237,000
share options with the exercise price of HK$1.7 per share and
855,000 share options with the exercise price of HK$7.58 per share
were exercised. According to the master agreements and the
management services agreements entered into on 28 June 2011, a
total of 2,113,632 shares was issued to certain Haier franchise store
owners as conditional consideration shares at an average issue price
of HK$16.694.

APPROVAL OF THE INTERIM FINANCIAL REPORT

The interim financial statements were approved and authorised for
issue by the board of directors on 26 August 2014.

24.

25.

26.

NS ERE )

A 8 5 {5 25 B A] # A e AT SR A 55 2 BB AP
DZAFE TVEBRATEEL R R
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KReRENBABMESL - REMEEER
N RERZ NREEZXTE - THiEM
EREtE  MAHMEEZAFEAEX
FENEMNEABRIE BRI HE

BEWERER

RIREHRE - & 3£2,237,000 7 BAAE (T
171£18 1.7 7T ) 5% 855,000 7 B8 A 1 (& A 17
EE7.5887T) BETE - REN_-T——F
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW AND OUTLOOK

In the first half of 2014, slowing economic growth and property market
posed challenges to domestic home appliance sales. According to the
National Bureau of Statistics of China, total home appliance sales in the
first half of the year edged up 5.3% year-on-year. During the period, thanks
to robust development of the Group's integrated channel services
business, particularly its third-party channel service business, the Group's
revenue grew 13.7% year-on-year to RMB32.9 billion. Through product
upgrades and enhanced operating efficiency, the Group further enhanced
its profitability, profit attributable to shareholders of the Company
increased 18.9% year-on-year to RMB978 million. The Group focused on its
healthy growth with strong cash flow, and recorded a net cash flow from
operating activities of RMB1 billion during the period, representing a year-
on-year increase of 86.4%.

Business Segment Review

The breakdown of revenue and results by segment for the first half of 2014
is set out below:

Segment revenue

2 WA R L BIE

Water heater

BRI DR

EBEOERRE

“T-MELYE REEAKLEERODE Bt
ETSHETZE  KENHTISEBRBAE - 18
BRZSHARET LY FREREHERRALLIE
£53% - BN - SaNEENRBEGEAER  LE
EHERBEBNOREBER  NEBUWRARLLE
M13.7%EANREE329(ETT - BBERITRMEER
RRT SENBAEENFERL  ARFERRE
ERF B LR 18.9%ZEF ARKIT8ET - £ H
ERRERASERNTEEER  HRZEFHS
MBARE10ET  RALER86.4% -

paiE 3 C)

TEMF L FNSBRAREEBRLOINT

Segment results

D ERERBALLHIE

£ Water heater
Washing 5.4% Hokzs
machine 19.2%
PRI
15.2% Integrated channel Integrated channel

services
RAERBRE
79.4% Washing
machine

PRI
36.7%

The proportions of the above pie charts are presented in accordance with
the aggregate amounts of segment revenue and results, without taking

into account inter-segment eliminations of revenue and results.

services
RERBRS
441%

it B L DI R IRR D IR AR EE & 585
R REBRARRERNEEERE -
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EREIRR Rl (18)

BUSINESS REVIEW AND OUTLOOK (continued)
Washing Machine Business

In the first half of 2014, the Group’s washing machine business recorded a
total revenue of RMB5,911 million, representing a year-on-year increase of
5.0% (for the first half of 2013: RMB5,632 million). The growth of the
Group's washing machine business was mainly driven by the following
factors: a significant recovery of the Group’s export sales, price mix
improvement due to innovative new product launches and the Group's
stronger market position in third and fourth-tier markets. According to a
market research report released by China Market Monitor (CMM), the
Group's washing machines continued to rank first in China in terms of sales
volume in the first half of 2014, with its market share dropped by 0.8
percentage points to 26.9% over the same period of last year. The decline
in market share was attributed to competitors’ market share gain in first
and second-tier markets on the one hand. On the other hand, the sample
data gathered by CMM monitored market information from appliances
retailers in 846 cities and counties, which may not match the Group's

geographical market distribution.

During the period, the profitability of the Group’s washing machine
business was further enhanced and the gross profit margin increased by 0.4
percentage points to 27.3%, which was mainly attributable to higher
proportion of high-margin products and lower cost of raw material. The
Group continued to optimize its product mix with a growing proportion of
high-end offerings, such as Crystal washing machines, Casarte washing
machines and front-loading washing machines.

During the period, the Group continued introducing innovative products to
its users, including Casarte Ella Series washing machines and “clean-free”
washing machines. Casarte Ella Series washing machines are designed to
provide tailored cleansing and fabric care with 18 best washing settings,
developed after having studied 240,000 washing modes. In addition, to
avoid the secondary pollution in washing machines, the Group launched its
“clean-free” washing machines. Thanks to our innovative technologies, the
wall of both the interior and exterior drums can be cleaned with “smart-
particles” during the cleansing and rinsing progress, solving the problem
of dirt accumulation. Haier “clean-free” washing machines won the
“Technological Innovation Award” at this year’s China International
Consumer Electronics Leader Innovation Award.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

BUSINESS REVIEW AND OUTLOOK (continued)
Water Heater Business

The revenue of the Group's water heater business was RMB2,100 million,
representing a year-on-year increase of 3.8% (for the first half of 2013:
RMB2,023 million). The growth rate was lower as compared to the same
period last year. According to market data from CMM, the sales of water
heater industry grew 2.2% year-on-year in the first half of the year,
significantly lower than the growth rate recorded for the same period last
year. Based on our analysis, we believe that the slowing growth was
attributable to the following two aspects: (1) high base effect in first half
last year with robust sales driven by energy-saving subsidies; (2) the cooling
down of the property market posed greater impact on sales of water

heaters.

According to a market research report from CMM, Haier's water heaters
remained Number 1 in China in terms of sales volume, although the market
share declined 1.5 percentage points to 17.2% in the first half of 2014.
According to our analysis, the decline in our market share of water heaters
was attributable to the following factors. The Group lost certain market
shares in the low-end market and gas water heater segment. Competition
in gas water heater market intensified with the entry of new players.
Besides, as the sample data gathered by CMM mainly represented the
market information from appliances retailers in 846 domestic cities and
counties, the sample data may not match the Group's sales in third and
fourth-tier markets. During the period, with the faster growth in the third
and fourth-tier markets, the Group’s water heater sales through its
integrated channel services segment increased to 80.3% of its total water

heater sales as compared against 78.5% in the first half of 2013.

During the period, to address consumers’ concern about the emission of
carbon monoxide from gas water heaters, the Group launched its Casarte
Legend gas water heater series, the world’s first gas water heater that can
eliminate carbon monoxide completely. By adopting the aerospace
purification technology, the Casarte Legend series water heater can
convert carbon monoxide into carbon dioxide instantly with the Group's
NOCO nanometer platinum oxidation safety system. This prevents carbon
monoxide leakage during showering and satisfy users’ needs of safe

showering.

With its outstanding designs and product functions, the Group was
recognized as China’s Leading Intelligent Water Heater Brand and China’s
Innovative Intelligent Water Heater Brand at the China Smart Water Heater
Summit held in April 2014. Its Haier E9 electronic water heater series and
T3 (12T) gas water heaters both received the award of Top 10 Intelligent
Water Heaters.

EIREsIRR PR (18)
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EREIRR Rl (18)

BUSINESS REVIEW AND OUTLOOK (continued)
Integrated channel services Business

In the first half of 2014, the Group's integrated channel services business
recorded revenue of RMB30,912 million (for the first half of 2013:
RMB27,156 million), up13.8% year-on-year. The growth was mainly
attributed to the robust growth of third-party distribution and logistics
businesses, the rapid growth of online business and the steady growth of

Haier's branded products in third and fourth-tier markets.

Distribution and Service Unit

During the first half of the year, the Group worked closely with Haier's
product development unit to create values for users and customers, further
strengthened Haier products’ market position in the third and fourth-tier
markets and led to steady growth. We expanded our product offering for
third-party distribution business to strengthen growth. During the period,
the Group's selling and administrative expenses ratio declined mainly due
to the following measures: promoting interactive activities with customers
to replace traditional advertisement marketing via media to enhance
efficiency of our channel; introducing profit sharing incentive mechanism to
make the district channel management and marketing department
responsible for expenditure and efficiency, improving district unit's

efficiency.

During the period, in response to the increasing trend of omnichannel, the
Group cooperated closely with Haier's product development department
and launched D2D marketing activities for new products. The Group
matched plants’ production capacity and users’ orders directly on its online
platform, which reduced intermediaries involved in the supply chain and
significantly shortened users’ waiting time. Following online booking for
specific products, the relevant products are promised to be delivered to
users within three hours after payments are made. The D2D model enabled
a flattened supply chain thus greatly enhanced efficiency of the supply
chain and lowered intermediary costs. There were 1.24 million users who
participated in the first interactive campaign. Data and users’ feedback
were collected, and will be used in product iteration to enhance product

design.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

BUSINESS REVIEW AND OUTLOOK (continued)
Integrated channel services Business (continued)

Distribution and Service Unit (continued)

In the first half of this year, leveraging on our well established sales and
service networks, the Group endeavored to develop a lifestyle home
appliances business, such as water-purifying products and services that
have significant market potential, as well as maternity and baby care
products which show a clear trend of consumption upgrade. In light of
users’ increasing health awareness and the rapidly growing demands for
water-purifying products and services, the Group launched its specialized
channels to provide water purification products and services. Users can
access to multiple channels of the Group, such as offline sales and service
networks and online interactive platform, to enjoy interactive shopping
experience. Services include free water quality examination and inquiry,
whole house water purification solutions, product customization and
after-sale services that bundle delivery and installation. The online platform
of the Group provides water quality data for over 1.3 million domestic
residential communities, which is collected by the Group’s over 20,000

service providers across the country.

As at the end of the period, there were more than 8,000 Haier specialty
stores and nearly 1,000 Goodaymart franchise stores selling multi-brand
appliances in the county-level markets, while there were a total of more
than 30,000 points of sales at all levels of markets across China. In addition,

the Group had more than 20,000 service providers all over the country.

Logistics Unit

In the first half of the year, the Group's third-party logistics business grew
rapidly following the significant development of the customer from
e-commerce, furniture and bathroom fixture segments. The Group has
achieved sound development in a series of strategic cooperation and

business consolidation, and the synergy exceeded original planning.

On 20 March of this year, Alibaba Group completed its strategic investment
in Goodaymart Logistics, a subsidiary of the Group. Goodaymart Logistics
established a series of detailed integration plan work prior to the
completion, such as the transition of front service system, the consolidation
of warehoused resources and route planning. The integration was well
executed and completed six months ahead of its original planning. The
Group has nearly 30 warehouses across the country to provide merchants
on Tmall.com with logistics and delivery services that features warehousing
and distribution. Goods will be delivered directly from the Group's logistics
centers to consumers to avoid multiple transfers, which has significantly
improved delivery efficiency and lowered the chances of product damages

and customers’ costs.

EIREsIRR PR (18)

¥BOERREZE @
RELGEARBES @)
DR RIEE T (@)

- KEFBREOWE  REOEES - AN
REFREERE  MTHEMEARNFAERR
Bis  HEFREBBENTLERES - $HHEP
MRBEMIRI - EEKES BB R b

e EEAFKRAETEPIRE - APAEEEN
ZERE BEGTHE REAKEELERIEY
EZXEEER ELBKERIREH 2E
a&?k%m?&??% CEMES] KRR S E R
HE - SENBLYERAEZREBEI1308/ MNaw
KE R AEEEB 20,000 K RIGRHEIE S

17

BESFL¥F SERGATSEFEREEE
BRANTRALEEZRIEREN A B IEMNEER
TR MEERERATSHERBEEBER=8K -

BN - AREBEE 2B S %A B 1B 20,000 K AR 75 12
g o

YIRE T

SELEF EENEZFYREBERNFEES

B REEPKR  EBERAE - SEMN—FFIE
BAEREBBESERRLY B BEBENREE
[RERTRE o

MEREEEHEEFARHBIED RO EEERE
BEEAF=ZA-TREARETK - X&F - A
EIJ\IﬁmiﬁiziFL%?—%§lJﬁﬁﬁﬁﬁﬁl{’ﬁ * AN AT AR

BEGHEZEEE AEARES  BEAE - R
ERRI - SELBEERENN Iﬂ TR AER TAE -

E2REMA0EEEMRD - AR EOBERIEMR
B E—ENmREERE - BMERRTIRT L
BHWXREBEET L MEFTLBEZEEE
RS TRAME  BEEEEREPHKAE -

43



Haier Electronics Group Co., Ltd. * S EREBEER A A

MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EREIRR Rl (18)

BUSINESS REVIEW AND OUTLOOK (continued)
Integrated channel services Business (continued)

Logistics Unit (continued)

Upon the completion, both parties promptly contributed great efforts to
build up its system, work mechanism and team to ensure the cooperation
run smoothly. To develop the strategy of “Last Mile” logistics service that
integrates the delivery and installation services, the Group will integrate its
installation service business which was previously managed under after-sale
unit into Goodaymart Logistics. During the period, Goodaymart Logistics
achieved good performance in its service capability. In addition to delivery-
at-request and installation-after-delivery services, Goodaymart Logistics
also offers differentiated services including reverse logistic, unpacking and
product check before signing for, and scheduled delivery. Goodaymart
Logistics has realized 24-hour delivery at request in over 1,500 districts to
enhance customers’ experience. In addition, leveraging its competitive
logistics and service network in third and fourth-tier markets, Goodaymart
Logistics has assisted merchants selling large format products on Tmall.com
(R¥H) to expand their businesses to more regions, particularly the third and

fourth-tier markets which were difficult to penetrate previously.

By choosing Goodaymart Logistics, the overall rating of Tmall merchants
improved to 4.92, thanks to timely delivery and optimized customer
experience. And rating for their delivery speed is 57% higher than industry
average. Thanks to its top-notch services, Goodaymart Logistics has
become Tmall.com’s premier logistic service provider for large format
products, the proportion of large format products delivered by the Group

has increased significantly and exceeded the Group's previous planning.

During the period, the Group endeavored to enhance its information
system and invested to build a mobile logistic platform with mobile
applications (APP). If vehicles were approved to become authorized
franchisees, they can receive order information in real time and confirm the
order through the APP, thereby matching customers’ needs and vehicle
resources in a timely manner. In addition, customers can rate the
distribution and delivery services on the APP. The rating will alter the
ranking of franchisees and the orders they receive the information, which

incentivize the franchisees to maintain a high quality of services.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

BUSINESS REVIEW AND OUTLOOK (continued)
Integrated channel services Business (continued)

Logistics Unit (continued)

During the first half of the year, the Group successfully acquired Shanghai
Boyol. By utilizing Boyol's capability in providing “Last Mile” furniture
logistics service, the Group expanded its nationwide market network for
furniture services, leading to tangible synergy. Boyol's service coverage
further expanded into third and fourth-tier markets. Benefiting from the
upgrade of service capacity, Boyol was committed to build up the largest
third-party professional furniture installation platform across the country.
With the improvement of its service capability, Boyol expanded business
cooperation with its existing customers (such as IKEA) to jointly explore
new markets on the one hand. On the other hand, the Group used end-to-
end logistic service capability to introduce new clients such as Yihua Timber
and Red Star Macalline.

E-commerce Unit

With its aim to provide "the best experience of the entire shopping
journey, including interaction, transaction and delivery”, the Group
expanded sales channels, broadened the product mix, and provided “flash
sales” and customization services. The e-commerce channel has made
rapid progress during the period. Revenue derived from the e-commerce
unit contributed RMB2.02 billion (first half of 2013: RMB633 million),
representing a significant increase of 219.6% as compared against the

same period last year.

During the period, the Group balanced the development of its online sales
channels, and expanded channels including Jingdong. For the first half
year, the Group continued to promote sales of customized household
appliances and introduce at e-Haier customized services for its four
segments including kitchen appliances, washing machines, refrigerators
and computers.
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BUSINESS REVIEW AND OUTLOOK (continued)
Outlook

Looking into the second half of the year, we expect the general economy
environment to gradually improve in China. As the domestic economy
develops to a certain extent, individual consumption shall pick up along
with increasing consumption of the overall society and investment
confidence. Consumers not only demand the basic functions of home
appliances, but will also consider brand, style, taste, intelligentization and
other elements. The reform of the PRC government brings in a more
orderly competing market which will offer more business opportunities for
highly competitive enterprises. While the government is reinforcing the
reform, it is expected to allow the market force to better play its role
through less intervention and streamlining approval procedures. This
makes it possible for manufacturing industries to further enhance efficiency
and lower production cost. As representatives from manufacturing industry,
Chinese home appliances enterprises that are already highly competitive
globally are expected to further reduce their operating costs and enhance

its competitiveness in the global market.

Enhancing smart home technologies. Mobile internet, wearable
technologies and artificial intelligence are the major trend for smart home
innovations. Analysis on big data is widely applied in design,
manufacturing, interaction and marketing of products. With the increasingly
maturing technology, internet-based operating system developers,
e-commerce tycoons, and household brand merchants, and others will
invest heavily in cultivating users’ consumption habits, thereby stimulating

the demand for smart household products.

Lifestyle appliances account for higher proportion of home appliances
sales. Because of environmental pollution, improvement of living quality
and public awareness, lifestyle appliances such as small home appliances,
air purifiers and water purification equipment that advocate a healthy and
quality life are increasingly popular among consumers. Sales of these
appliances shall continue to grow rapidly, as their low penetration rate

offers ample market potential.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

BUSINESS REVIEW AND OUTLOOK (continued)
Outlook (continued)

Third and fourth-tier markets will remain the major source of growth
for household products and furniture. Branded products are less
penetrated in third and fourth-tier markets currently. However, many of
them should be expanding into third and fourth-tier markets as branded
products should be increasingly welcomed by consumers, while
consumption power grows in these markets, thanks to continuing

urbanization.

Logistics industry will continue to grow quickly. The industry is
experiencing large scale consolidation, and more enterprises will outsource
their logistic function to professional third-party logistic companies. The
consolidators will significantly enhance its capability in terms of breadth
and depth of service coverage, as well as operating efficiency. The Group
will reinforce investments and enhance its merger integration capability,

aiming to absorb more third party logistic teams into the Group's platform.

E-commerce will maintain rapid growth. In the future, e-commerce
players will increasingly operate an O20 model that integrates online and
offline business, instead of a pure online business. Proportion of large
format products’ online purchase should grow quickly, thanks to
e-commerce players’ continuous investments in after-sale services,
payment and delivery. The Goodaymart Logistics’ capability will play a

more important role in the development of e-commerce in the future.
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Analysis of Revenue and Profit

g JE)
MBHE

1. WARERNDH

For the six months
ended 30 June
BEXRA=tTHLKEA

2014 2013
—2-mF —E=F
RMB’'000 RMB'000
AR¥T R ARBFIT
(Unaudited) (Unaudited)
(REER) (REEZEZ)
Revenue KA
Washing machine business VA E 5,911,138 5,632,140
Water heater business KR EE 2,099,855 2,022,748
Integrated channel services business EEEESRGERS 30,911,725 27,155,987
Intersegment elimination N EpHEEE (5,985,421) (5,831,488)
Consolidated revenue EftA 32,937,297 28,979,387
EBITDA BRAS - FiIE - T8 R ATER 1,360,056 1,159,449
Profit attributable to owners of AN BB R B s A
the Company 977,574 821,848
Earnings per share attributable to ordinary RRABEBRBRELSREF
equity holders of the Company
RMB37.00 cents RMB32.69 cents
Basic AR AR#¥37.00% ANRHBE32.69%
RMB35.98 cents RMB32.01 cents
Diluted 3 AR¥35.98% AR#E3201 S

TE-E PREAREERG T IBRARE

The Group achieved a solid financial performance in the first half of
2014. During the period, the Group’s revenue amounted to
RMB32,937,297,000, representing an increase of 13.7% as compared
to RMB28,979,387,000 in the first half of 2013. The profit attributable
to owners of the Company was RMB977,574,000, representing an
increase of 18.9% from RMB821,848,000 in the first half of 2013.

In the first half of 2014, the basic earnings per share attributable to
ordinary equity holders of the Company was RMB37.00 cents,
representing an increase of 13.2% from RMB32.69 cents in the first
half of 2013.

HAAY U A2 A R B 32,937,297,0007C * B =&
—=F ¥ F 2 AR 28,979,387,000 L1 K
T137% c BEEARNRIREEEET AARE
977,5740007T * BZT—=F ¥ FZ AR
821,848,000 JLIL K 7 18.9% °

T -F L FARREBRBREELE
BEF(ER) BARE37.0D  B_FT—=
FE¥FEZ ANRE3R69D EFT 13.2% -
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)

Financial Highlights (continued)

1.

Analysis of Revenue and Profit (continued)

Revenue

In the first half of 2014, the revenue of the Group grew continuously to
RMB32,937,297,000, representing an increase of 13.7% from
RMB28,979,387,000 in the first half of 2013. The overall growth of
revenue during the current period was mainly attributable to the
increase in revenue from the integrated channel services business,
which increased by 13.8% from RMB27,155,987,000 in the first half of
2013 to RMB30,911,725,000 in the first half of 2014. On the other hand,
the increase of revenue was due to the continuous growth in the
washing machine and water heater businesses. The revenue of washing
machine business increased by 5.0%, from RMB5,632,140,000 in the
first half of 2013 to RMB5,911,138,000 in the first half of 2014. The
revenue of water heater business increased by 3.8% from
RMB2,022,748,000 in the first half of 2013 to RMB2,099,855,000 in the
first half of 2014.

Gross Profit Margins

In the first half of 2014, the gross profit margin of the Group's
washing machine business was 27.3%, representing an increase of 0.4
percentage points compared with the first half of 2013. Gross profit
margin of the water heater business was 34.6%, representing an
increase of 0.2 percentage points compared with the first half of
2013. The increase in the gross profit margin of the above businesses
during the period was mainly due to the decline in the purchase cost

of raw materials and the improved product mix during the period.

In the first half of 2014, the overall gross profit margin of integrated
channel services business was 8.4%, representing a decrease of 0.6
percentage points from 9.0% in the first half of 2013. It was mainly
attributable to the change of product mix of the integrated channel

services business during the period.
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Analysis of Revenue and Profit (continued)

Selling and Distribution Expenses

In the first half of 2014, the ratio of selling and distribution expenses
of the Group's washing machine and water heater businesses to its
segment revenue slightly decreased by 0.1 percentage points to
15.0% from 15.1% in the first half of 2013.

During the period, the ratio of selling and distribution expenses of
the integrated channel services business to its segment revenue
decreased by 0.4 percentage points to 5.0% from 5.4% in the first half
of 2013. The Group substantially reduced its marketing expenditure
in advertising via traditional media like TV and newspapers in the first
half of 2014. Instead, the Group has turned to online digital
marketing and offline marketing through direct interaction with
potential consumers, resulting in the improvement of overall

marketing efficiency.

Administrative Expenses

During the period, the ratio of administrative expenses of the
Group's washing machine and water heater businesses to its segment
revenue was 5.7% in the first half of 2014, representing an increase of
0.3 percentage points from 5.4% in the first half of 2013. The increase
was mainly due to the increase in the research and development
costs for the new products during the period.

The ratio of administrative expenses of the integrated channel
services business to its segment revenue was 1.6%, decrease by 0.4
percentage points from 2.0% in the first half of 2013. The decrease
was mainly because the Group employed more operating leverage

and improved operational efficiency.
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FINANCIAL REVIEW (continued) B 7% 2] 8 (&)
Financial Highlights (continued) MBREE @
2. Financial Position B AR R
30 June 31 December
2014 2013
—F-mF T
ANB=+H +=ZA=+—8H
RMB'000 RMB’000
ARET T ARBT T
(Unaudited) (Audited)
(REER) (fe=%)
Non-current assets EMBEE 3,222,394 2,851,266
Current assets mEEE 21,108,699 19,029,897
Current liabilities mENARE 11,422,250 12,431,096
Non-current liabilities EREasE 2,358,863 1,392,403
Net assets BEFE 10,549,980 8,057,664
Cash and Cash Equivalents HekEeEEHEA

In the first half of 2014, the Group maintained a healthy financial
position. The cash and cash equivalents balance increased by 44.0%
to RMB9,829,844,000 as at 30 June 2014 from RMB6,824,322,000 as at
31 December 2013. The increase was mainly attributable to the
increase in cash flows from operating activities and the increase in

cash flows from financing activities during the period.

Net Assets
The Group's net assets increased by 30.9% to RMB10,549,980,000 as
at 30 June 2014 from RMB8,057,664,000 as at 31 December 2013.

ST -mE LR EARERSE T RFHHE
R RERASFEARLHRE =T =
FHZA=+—B2 AR¥6824,322,0007C
EAHUMOREZB—IERA=TAZARSE
9,829,844,0007T « NI R BFE RN AH
BEEDRERANERRREEDRE R
10 -

HEFE
REBZEEFEAN T —=F+=A
=+—R2z AR¥8,057,664,0007T » N T
VINE_ZE—HNFRNA=ZTHZARKE
10,549,980,000 7T ©
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Financial Position (continued)

Working Capital

Trade and Bills Receivables Turnover Days

The trade and bills receivables turnover days of the Group’s washing
machine and water heater businesses was 52 days in the first half of
2014, representing a decrease of 24 days as compared with 76 days
at the end of 2013. The bills receivable turnover days in the first half
of 2014 was 39 days, representing a decrease of 21 days as compared
with 60 days at the end of 2013. Such decrease was mainly
attributable to a significant drop in the balance of bills receivable of
the washing machine and water heater businesses as at 30 June 2014
due to the liquidity management of bills receivables reinforced by
the Group. In terms of the Group’s washing machine and water
heater businesses, the proportion of the bills receivables to the total
trade and bills receivables was 75.5% (31 December 2013: 78.4%),
most of which were bank’s acceptance bills with minimal risk of
default.

In the integrated channel services business, the majority of customers
in the third and fourth-tier markets are relatively small customers, and
the sales are generally under a payment term of cash on delivery.
Our business model aims at reducing the customers’ working capital
requirements and facilitating the cash-settled payment method. The
trade and bills receivables turnover days decreased from 24 days at
the end of 2013 to 21 days in the first half of 2014. The bills receivable
turnover days decreased from 13 days at the end of 2013 to 10 days
in the first half of 2014, which was mainly attributable to the enhanced

liquidity management of the operating cash flows.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)

Financial Highlights (continued)

2.

Financial Position (continued)

Working Capital (continued)

Inventory Turnover Days

Under the Group's Just-In-Time policy, the Group has implemented
a series of measurements including rolling order forecasts, made-to-
order and procured-to-order productions, which helped to maintain

a relatively low inventory level.

The inventory turnover days of the Group's washing machine and
water heater businesses was 33 days in the first half of 2014,
representing an increase of 11 days as compared to the end of 2013.
The increase was mainly attributable to the increased inventory level
of washing machine during the period for the preparation of sales in

the peak seasons in the second half of the year.

In the first half of 2014, the inventory turnover days of the Group's
integrated channel services business were 13 days, decreased by 3
days as compared to the end of 2013. That was mainly attributable to
the effect of seasonal fluctuations of certain products and the
decreased inventory balance as a result of the ongoing intensified

inventory management of the integrated channel services business.

Trade Payables Turnover Days

The trade payables turnover days of the Group’s washing machine
and water heater businesses increased by 6 days from 25 days at the
end of 2013 to 31 days in the first half of 2014. The increase was
mainly due to the increased balance of trade payables as a result of
the significant increase in the procurement of raw materials by the
washing machine business in order to prepare for sales in the peak

seasons in the second half of the year.

The trade payables turnover days of the Group's integrated channel
services business decreased by 3 days from 14 days at the end of
2013 to 11 days in the first half of 2014.
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Cash Flow Analysis

B 7% 2] 8 ()
BEEE @)

3.

RERESHOM

For the six months
ended 30 June
BZEAA=THIEAMAEA

Items 2014 2013
gE| —E-mEF —E—=
RMB’000 RMB’000
ARETT ARBFT
(Unaudited) (Unaudited)
(REEER) (REEER)
Net cash flows from operating activities REERH RS REFHE 1,020,107 547,171
Net cash flows used in investing activities ~ & /EE 2B &R EFHE (5,081,336) (1,354,187)
Net cash flows from financing activities A EE IS nE ERE 2,478,052 91,053
Net decrease in cash and cash equivalents R&NIRSEEEE 2R /FHE (1,583,177) (715,963)
The Group's net cash inflow from operating activities increased by ZJS%%%:;?—IEEEJ:%EZZ%%/E@EEQ
86.4% in the first half of 2014 as compared with the first half of 2013, MAFRER - —=F ¥ F 7+86.4% -

which was mainly due to the growth in net cash flows derived from
the operating activities during the period and the improved liquidity
management for the current period.

The Group's net cash outflow of investing activities (including time
deposits with original maturity over three months) increased by
RMB3,727,149,000 in the first half of 2014 as compared with the first
half of 2013, which was mainly due to the increase of
RMB3,376,208,000 in the movement of time deposits with original
maturity over three months as compared with that of the same period
of last year. Other investment projects mainly included the
construction of additional logistics warehouse, the purchase of plant

and equipment for capacity expansion.

ERBRHINKREELEEH 2 HER® ?iﬁ/i*
MEBEIMARARRRBE SR EPTE

RER T—NF EEFIRETHRS
%Hﬂ#%‘é SEAREZEBRER)R=-F
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FINANCIAL REVIEW (continued)
Financial Highlights (continued)

3. Cash Flow Analysis (continued)

The Group's net cash inflow from financing activities in the first half
of 2014 grew by 26.22 times as compared with the first half of 2013.
The cash inflow during the period mainly included inflows of the
exercise of warrants by Carlyle and the exercise of share options
(RMB414,039,000), issuance of subscription shares (RMB773,334,000),
CEB (RMB1,055,023,000) of Alibaba Group and investment from
minority shareholders (RMB428,433,000). The cash outflows during
the period mainly included payment of interest of convertible bonds
(RMB12,868,000), payment of shares purchased for the Restricted
Share Award Scheme (RMB44,957,000) as well as net cash outflows
for loan repayments (RMB131,142,000).

Liquidity and Financial Resources

The Group focuses on cash flow management and has been able to maintain a
healthy financial and liquidity position. The Group recorded a current ratio of
184.8% as at 30 June 2014 (31 December 2013: 153.1%). As at 30 June 2014, the
Group's cash and cash equivalents balance amounted to RMB9,829,844,000 (31
December 2013: RMB6,824,322,000). Bank and other borrowings amounted to
RMB63,491,000 (31 December 2013: RMB174,633,000). Shareholder’s
borrowings amounted to RMB25,346,000 (31 December 2013: RMB24,301,000)
and the liabilities portion of the convertible bonds and CEB were
RMB1,763,173,000 (31 December 2013: RMB716,835,000). As a result, the
Group's net cash balance (cash and cash equivalents balance, net of bank and
other borrowings, shareholder’s borrowings and the liabilities portion of the
convertible bonds and CEB) as at 30 June 2014 amounted to RMB7,977,834,000
(31 December 2013: RMB5,908,553,000), representing an increase of 35.0% over

last year.

The Group will maintain sufficient operating cash flows and sources of
liquidity in the future that are adequate to meet its working capital
requirements for the next year, the distribution channel network expansion
and construction of the logistics network and e-business platform, while
maintaining financial flexibility for any future significant investment

opportunities.
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Use of Proceeds from Issue of Equity or Convertible
Securities

On 6 December 2013, the Group and the Alibaba Group agreed on a
strategic collaboration through the Strategic Investments Agreements to
further develop the Group’s logistics business carried out by Qingdao
Logistics. On 20 March 2014, the Company issued CEB to Alibaba Group
with the principal amount of HK$1,316,036,000. The Company also issued
52,389,996 ordinary shares of the Company of HK$0.1 each to Alibaba
Group for net proceeds which, after taking into account the expenses in
relation to the share subscription, amounted to approximately
HK$960,657,000, representing a net price of approximately HK$18.34 per
subscription share. Further details are shown in notes 13 and 15 to the
condensed consolidated interim financial statements. The planned uses of
the proceeds from the above issue of shares are for expanding and
upgrading its warehousing capacity, “last-mile” network development,
other online-to-offline integration business development and for potential
acquisition in the logistics industry. The planned uses of the proceeds from

issue of CEB are for future investment on online-to-offline integration.

Business Combination

On 24 January 2014, the Group, through its subsidiary, Qingdao Logistics,
acquired 60% equity interest in Shanghai Boyol New Brothers Supply Chain
Management Company Limited (“Shanghai Beiye Supply Chain”) and
through its wholly-owned subsidiary, Impressive Holdings Limited, acquired
100% equity interest in Boyol Logistics Offshore Limited (“BVI Boyol”).
Shanghai Beiye Supply Chain is engaged in the provision of logistic
services and BVI Boyol is a dormant company with an only asset of the
trademark “"Boyol”. The acquisition was made as part of the Group's

strategy to expand its logistic service business.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)
Capital Expenditure

The Company assesses its capital expenditure and investments in the
businesses of the washing machine, water heater and integrated channel
services from time to time. The capital expenditure during the period was
RMB367,532,000 (30 June 2013: RMB157,914,000), which was mainly used for
the investments of the Company in developing the integrated channel services
business (including the construction of logistics warehouse projects) and factory

equipment modifications for washing machine and water heater businesses.

Gearing Ratio

As at 30 June 2014, the Group's gearing ratio (defined as total borrowings
(including the liabilities portions of convertible bonds and CEB) over net
assets) was 17.6% (31 December 2013: 11.4%).

Treasury Policies

The Group adopts a prudent approach in its cash management and risk
control. Most of the Group's revenues and expenses are denominated in
Renminbi and Hong Kong dollars. Cash is generally placed in short term
deposits denominated either in Renminbi or in Hong Kong dollars. Foreign
currency risk is largely, though not fully, mitigated, as liabilities in Renminbi
will be substantially offset by the Group's revenue, most of which are derived
from domestic sales in China and denominated in Renminbi. Only
approximately 8.8% of the Group's revenue is derived from export sales and
is denominated in other currencies. The Group does not have any significant
interest rate risk as it has an overall net cash balance. The Group does not

have any financial instruments for hedging purposes.

Capital Commitments

The Group's capital commitments contracted but not yet provided for
amounted to RMB114,399,000 as at 30 June 2014 (31 December 2013:
RMB258,342,000), which were mainly related to the purchase of machinery
for the Group's businesses capacity expansion as well as construction of
warehouse for the logistics business. Capital commitments authorised but not yet
contracted amounted to RMB19,455,000 (31 December 2013:
RMB20,766,000) which were mainly related to the warehouse construction
for the logistics business in 2015.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EREIRR Rl (18)

FINANCIAL REVIEW (continued)
Charge of Assets

The Group's short-term bank loans as at 30 June 2014 were secured by
floating charges over the Group's inventories totaling RMB23,077,000 (31
December 2013: RMB61,540,000).

Further, as at 30 June 2014, certain of the Group's bills payables were
secured by the pledge of the Group's bank deposits of RMB106,179,000
(31 December 2013: RMB220,350,000) and the Group's bills receivables of
RMB73,427,000 (31 December 2013: RMB76,842,000).

Contingent Liabilities

As 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
3.0% to 16,017 from 16,506 as at 31 December 2013. The Group ensures
that the remuneration packages for its employees remain competitive, and
its employees are generally remunerated with fixed monthly salaries, which

are reviewed annually, along with discretionary performance bonuses.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Save for the purchase of 2,995,000 shares of the Company on the open
market for an aggregate consideration of HK$55,711,000 pursuant to the
Company'’s Restricted Share Award Scheme as announced by the Company
on 15 April 2014, 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 (2013:
nil) for the six months ended 30 June 2014.
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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 Corporate
Governance Code (the "Code”) as set out in Appendix 14 to the Rules
Governing the Listing of Securities on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) (the “Listing Rules”) during the period from
1 January 2014 to 30 June 2014, except for the following deviations:

Under the Code Provision A.2.1, the roles of chairman and chief executive
officer ("CEQ") should be separated and should not be performed by the
same individual. During the period, Mr. Zhou Yun Jie had served as
chairman and the CEO of the Company. After evaluation of the current
situation of the Company and taking into account the experience and past
performance of Mr. Zhou, the Board is of the opinion that it is appropriate
and in the best interests of the Group at the present stage for Mr. Zhou to
hold both positions as the chairman and CEO of the Company as it helps
to maintain the continuity of the policies and the stability of the operations
of the Group. It also helps to promote the efficient formulation and
implementation of the Company's strategies which will enable the Group
to seize business opportunities efficiently and promptly. The Board
comprising a vast majority of non-executive directors also meets regularly
on a quarterly basis to review the operations of the Group and to consider
other major matters affecting the business of the Group. Accordingly, the
Board believes that this arrangement will not have negative influence on
the balance of power and authorizations between the Board and the
management of the Company. In addition, through the continuing
supervision of the Board and its independent non-executive directors,
checks and balances continue to exist so that the interests of the
shareholders are continued to be 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 (continued)

EXEIRENR(E)

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 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 2014.

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. Yu Hon To, David, the independent non-executive
director of the Company, has retired as an independent non-executive

director of VXL Capital Limited, a company publicly listed in Hong Kong.

During the period, Mrs. Eva Cheng Li Kam Fun, the independent non-
executive director of the Company, has retired as an independent non-
executive director of Amway (Malaysia) Holdings Berhad (a company
publicly listed on Bursa Malaysia Securities Berhad) and of Esprit Holdings
Limited (a company publicly listed in Hong Kong). Mrs. Cheng has also
been appointed as an independent non-executive director of The Link
Management Limited (the manager of The Link REIT which is listed on the
Hong Kong Stock Exchange), and of Amcor Limited (a company publicly

listed on the Australian Securities Exchange).

During the period, Mr. Zhang Yong, the non-executive director of the
Company, has been appointed as a director of Intime Retail (Group)
Company Limited and CITIC 21CN Company Limited (companies publicly
listed in Hong Kong), and a director of Weibo Corporation (a company

publicly listed in Nasdagq).
During the period, Mr. Zhou Yun Jie and Mr. Li Hua Gang have resigned as
directors of Hong Kong Bolang Housewares Trading Company Limited, 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.
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AUDIT COMMITTEE

The Company has established an audit committee comprising two
independent non-executive directors and a non-executive director 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 2014.

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.
Zhou Yun Jie

Chairman

Hong Kong, 26 August 2014

CORPORATE GOVERNANCE PRACTICES (continued)
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DISCLOSURE OF INTERESTS

A

)

62

5% 52

DIRECTORS AND CHIEF EXECUTIVE OF THE
COMPANY

Save as disclosed below, as at 30 June 2014, 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:

(a) Long positions in shares of the Company

(n

directly (personal)

RRAEERESTHRAE

ﬁfTﬁ(ﬁﬁﬁsﬁ%?l\’ R-ZE-—MERA=T
B BEAR T%%&E'T%_?ﬁl B LA R )

BEBZBMBEARARNRRRHEBEEE (E&

%&Hﬂfﬂmﬁﬂ(fﬁ%& Bi&PIDEXV
*E)ZH%% EEELBER DTS - BEERIE
ErRHAEGEPIEXVEIET7 RFE8D AR
@ZJS B BB S P 2 (E R R MUK R - AL
BNRIEE S A E AR5 352 Iﬁﬁméﬁfﬁ
ZERMF ZEMERORR - RIRIEE
NERE GPIEXV AR AR AR 2 EEHETT
EHRXHNIRESTRIREANE A7) N
R AR R AR

(a) REQXFARGBZHFR

Number of shares

Approximate % of

Name beneficially owned issued shares
HEEAESR HERITREBZ

=L BAERGOHE BMABDL

Mr. Zhou Yun Jie 5,180,000 0.19

Mr. Yu Hon To, David 360,000 0.01

ANEE A

Mr. Li Hua Gang 230,000 0.01

FEER|

Apart from above, Mr. Zhou Yun Jie is also the grantee of B EaESN - AR A B E0RR Hl AR (9

2,250,000 restricted shares in accordance with the Company'’s #ENE & - B E 2N 5 4 75 4 2,250,000

restricted share award scheme.
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DIRECTORS AND CHIEF EXECUTIVE OF THE
COMPANY (continued)

(b) Long positions in underlying shares of the
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| DISCLOSURE OF INTERESTS (continued)
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(b) RBIBRERE QT HEERD

Company pursuant to share options ZHE
Number of Approximate %
share options Exercise of issued
granted and price per shares upon
not yet share exercise of
Name exercised Exercisable period (HK$) share options
BEHE WTREBRER
i RITHEZ BRITEE HEBRTRHOZ
% BREHA T (&) BHAEDH
Mr. Zhou Yun Jie 2,250,000 15 April 2015 to 19.37 0.08
14 April 2017
AERNEE —Z-RFMA+HAEZE
—E—tFMA+TNA
Mrs. Eva Cheng Li Kam Fun 500,000 26 June 2014 to 12.16 0.02
25 June 2017
BEH/ALL —ET-MEXAZ+AAZE
—F—tFARA-tAA
Dr. Wang Han Hua 450,000 26 June 2014 to 12.16 0.02
25 June 2017
TEEEL —E-mERAZTRBE
ZE—+FRAZTEA
Mr. Li Hua Gang 170,000 15 April 2015 to 19.37 0.01
14 April 2017
FER - —Z-REMATRAE

—ZT—+FMA+NH
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DISCLOSURE OF INTERESTS (continued)
i = HR 58 (48)

() DIRECTORS AND CHIEF EXECUTIVE OF THE () EARESERESTHRAE@
COMPANY (continued)
() Long positions in shares of Qingdao Haier (c) REEBEZROAZHE
Percentage
of total
Number of registered
Name Type of interest Capacity shares  share capital
H2EB
HEmRAZ
=L R 51 R EE ATk
Mr. Liang Hai Shan Personal Directly beneficially owned 3,239,920 0.12
2L %kE EA HEERHEE
Mr. Zhou Yun Jie Personal Directly beneficially owned 98,298 0.0036
AEREE EA BEEREnER
Ms. Tan Li Xia Personal Directly beneficially owned 1,246,680 0.05
EEERL EA BEERERER
Note:  Apart from above, during the period, Mr. Liang Hai Shan and BT - B st S - PAZAERRE - ARIEABRI R
Ms. Tan Li Xia, have been granted 2,250,000 and 1,325,000 BT El - RBILEEREBREL
restricted shares of Qingdao Haier, respectively, subject to the + % Bl % # 2,250,000 % % 1,325,000
completion of registration procedures, in accordance with the i E SERE MRS - BRI
relevant share incentive scheme. BLRFEFTAMEE -
(d) Long positions in underlying shares of Qingdao (d REEEBWMZHEBROZEFRE
Haier
Number of Approximate %
share options of total registered
granted and Exercise price share capital
not yet per share  upon exercise of
Name exercised Exercisable period (RMB) share options
2Rt AT R
B RITHE BRITEE #EZHEMBRE
=1 ZEREHE ITES (ARKE) ZEBHNBEDL
Mr. Lian Hai Shan 2,250,000 20 June 2015 to 16.63 0.08
19 June 2017
ZEEE ZE-RFRAZTHEE
—E—tFXATNE
Ms. Tan Li Xia 1,325,000 20 June 2015 to 16.63 0.05
19 June 2017
BEELL “E-hAFAAZTRHE
—T—+FXA+TNA
During the period, Mr. Liang Hai Shan and Ms. Tan Li Xia have RAHRE - gL RBEELLY
been granted the above share options of Qingdao Haier, BRDESSMMBARE  BAGT
subject to the completion of recognition procedures. PREERIZ P12 TT AR
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DISCLOSURE OF INTERESTS (continued)

(I) SUBSTANTIAL SHAREHOLDERS

Save as disclosed below, as at 30 June 2014, the Directors and the
chief executive of the Company were not aware of any other
shareholders interested in 5% or more of the interests and short
positions in shares and underlying shares (“Share(s)") of the Company
or any person (other than a Director or chief executive of the
Company) which would fall to be disclosed to the Company pursuant
to Divisions 2 and 3 of Part XV of the SFO or as otherwise recorded in
the register required to be kept by the Company under section 336

of the SFO:

Long positions in Shares:

Name of shareholder

g = R 5 (48)

m FERR

BRI EEN R —FRA=T
B ARFZEERERTRABLAHE
RARE Z By RABB R (TR ) %6 5%
A b7 i BOR R 2 AR E A R AR
AL (ARRZEERZHITHRAERIN A
REESRAEGIIEXVEHE2R3ID MM
AR R FE AR SN AR AR B 75 M ]
BRI 336 R EFE 2 AN

RBRHBZHE
Approximate
percentage
Number of of total

Notes Shares held shareholding

R ERE
BRRERE Bt R EE HBHAEI T
Qingdao Haier Collective Asset SECREEEEEERE 1 1,570,219,592 58.64%
Management Association (HEMEREEER])
("Haier Collective Asset Management”)
Haier Corp BREEAT 2 1,570,219,592 58.64%
Haier Investment AREE 3 1,570,219,592 58.64%
Qingdao Haier 58588 4 1,561,039,592 58.30%
Haier Shareholdings (Hong Kong) Limited 88D (F75) R A A 831,762,110 31.06%
("Hong Kong Haier") ([BEAER])
Carlyle Asia Partners lIl AIV Cayman, L.P. Carlyle Asia Partners IIl AV 5 140,000,000 5.23%
Cayman, L.P.
Hawaii Asia Holdings Limited Hawaii Asia Holdings Limited 5 140,000,000 5.23%
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DISCLOSURE OF INTERESTS (continued)

i = HR 58 (48)

(I) SUBSTANTIAL SHAREHOLDERS (continued)

66

Notes:

m

By virtue of the SFO, Haier Collective Asset Management was deemed
to be interested in an aggregate of 1,570,219,592 Shares, including (i)
345,780,000 Shares directly and indirectly held by its non wholly-owned
subsidiary, namely Haier Investment; 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.

Mr. Zhou Yun Jie, executive director of the Company, and Mr. Liang Hai
Shan and Ms. Tan Li Xia, non-executive directors of the Company are
also members of the board of management of Haier Collective 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 345,780,000 Shares held by
Haier Investment and its subsidiary.

Mr. Zhou Yun Jie, executive director of the Company, and Mr. Liang Hai
Shan and Ms. Tan Li Xia, non-executive directors of the Company are
also the members of the management committee of Haier Corp.

Haier Investment and its subsidiary held 345,780,000 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.

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.

Furthermore, Haier Investment has appointed Qingdao Haier to
exercise voting in respect of its holding of 336,600,000 Shares.

Carlyle Asia Partners Ill AV 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
BERgIEst 2

The share option scheme adopted by the Company on 28 February 2002 ARRIR =T ——FNANBRIER -_TT-F—
(the “Old Share Option Scheme”) has been terminated on 8 June 2011 and B =+ /\ Bz B E T ([ EREMREE])
a new share option scheme (the “New Share Option Scheme”) was ¥R Z=Z——F XA\ BRKFERETE ([50E
adopted by the Company on 8 June 2011. There were 25,350,000 options B &t 2| ) - RNEI R E 1R 15 2 I8 IR A2 51 212 1
granted under the New Share Option Scheme during the period. As at 30~ 25,350,00013 8 #&#E - ®"=T—MNFXA=1+H " B
June 2014, the details of outstanding options granted are as follows: BEmEARITEZ BRAEFEENT

The following table discloses movements in the Company’s share options ~ T&RIFBEA R RIREIARITEERE 2 a5
outstanding during the period:

Number of share options
BREHRE
Exercise price
of share
Date of options
At Granted Exercised  Cancelled Lapsed At grant of (note 2)
Name or category 1 January during during during during 30 June share options  Exercise period of per share
of participants 2014 the year the year the year the year 2014 (note 1) share options HKS
BRERE
R® R BRE k8
—E-IE RER RER RER RER  —F-RF RUAH (H&E2)
HERSREEH -A-H B % B X% RA=tH (1) BRETRE B
Executive directors
HiTES
Mr. Zhou Yun Jie - 2,250,000 - - - 2250000  15/04/2014  15/04/2015-14/04/2017 19.37
Mr. Li Hua Gang 600,000 - 600,000 - - - 18/09/2009  18/09/2010-17/09/2014 17
FERRE
400,000 2,250,000 400,000 - - 2,250,000
Independent non-executive
directors
BIFHTES
Mr. Yu Hon To, David 360,000 - 360,000 - - - 16/12/2011 16/06/2012-15/12/2014 8.67
MEERA
Mrs. Eva Cheng Li Kam Fun 500,000 - - - - 500000  26/06/2013  26/06/2014-25/06/2017 12.16
PFHAat

860,000 - 360,000 - - 500,000




SHARE OPTION SCHEME (continued)
BBARIES 2 (4E)

Number of share options
BREHE
Exercise price
of share
Date of options
At Granted Exercised Cancelled Lapsed At grant of (note 2)
Name or category 1 January during during during during 30 June share options  Exercise period of per share
of participants 2014 the year the year the year the year 2014 (note 1) share options HKS
SRERE
iy ® BRE fix: 31
—E-IE RER RER RER RER  —F-RF R AH (W&E2)
REHZEEEH -A-H B e B %%  AAZTH (WzE1)  BRETES BT
Non-executive directors
FUTES
Dr. Wang Han Hua 450,000 - - - - 450,000 26/06/2013  26/06/2014-25/06/2017 12.16
TEERL
Alternate director
BEES
Mr. Li Hua Gang - 170,000 - - - 170000 15/04/2014  15/04/2015-14/04/2017 19.37
FERRE
External consultants
N
In aggregate 1,070,000 - 793,000 - - 277,000 16/12/2011  16/12/2012-15/12/2014 7.58
et
Other employees
HipfER
In aggregate 7,319,000 - 3,468,000 500 - 3,850,500 18/09/2009  18/09/2010-17/09/2014 1.7
@it
In aggregate 4,258,000 - 4,257,000 - 1,000 - 18/05/2010  18/05/2011-17/05/2014 482
@zt
In aggregate 6,766,000 - 3,919,000 - - 2847,000  16/12/2011  16/12/2012-15/12/2014 7.58
et
In aggregate - 22,930,000 - - - 22930000  15/04/2014  15/04/2015-14/04/2017 19.37
@zt
18,343,000 22,930,000 11,644,000 500 1000 29,627,500
21323000 25350000 13,397,000 500 1,000 33,274,500
Notes: M e

1. The vesting period of the share options is from the date of grant until the 1. B SR E BARE 5 B IR H H B =171 BB 45 H H7
commencement of the exercise period. 1k e

2. The exercise price of the share options is subject to adjustment(s) in the case 2. fil 3 77 AR 31 B 1T AT AR Bl AN A RIS (38 H A A L
of rights or bonus share issues, or other similar changes in the share capital of 2E) o BBIRERNITEEE T AAXK -
the Company.
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