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China Electronics Corporation Holdings Company Limited
FRETREERARAT

The board of directors (the “Board”) of China HEETEEERERAR ([AQ
Electronics Corporation Holdings Company Limited TJ VEEZE([EFg)ERERN
(the “Company”) hereby presents the unaudited ARARINMENBAR ([AEE])EHZE
condensed consolidated interim results of the 2012¢6HSOE| 1E75 8 A 8 R & | A%
Company and its subsidiaries (the “Group”) for the — fBA4R A R A E E [ L B &H F 40
six months ended 30 June 2012 together with the | :

comparative figures as follows:

f

g
N

<

CONDENSED CONSOLIDATED BRFEEPHkER
INTERIM INCOME STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2012 B 22012F6H30H 1F 1A
Unaudited
RRBER
Six months ended 30 June
EZ6H30HIEAEA
2012 2011
2012 20114
Note HK$’000 HK$’'000
0523 THER FAT
Revenue A & 611,317 661,563
Cost of sales HE KA (378,643) (455,838)
Gross profit E7 232,674 205,725
Other gains — net H Wz — 58 4 21,981 14,819
Selling and marketing costs $HE R T 5 HE E AR (25,422) (27,283)
Administrative expenses THAY 6 (94,492) (81,928)
Operating profit HE g 134,741 111,333
Finance income — net FE WA -5 5 813 182
Profit before taxation R A& A 6 135,554 111,515
Taxation A 7 (21,691) (18,287)
Profit for the period HRRF 113,863 93,228
Attributable to owners of BERANAEREEE
the Company 113,863 93,228
Dividends RE 8 - -
HK cents HK cents
Bl ol
Earnings per share SREF 9
- Basic —EXK 6.73 5.51
- Diluted —53 6.73 5.51
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China Electronics Corporation Holdings Company Limited
PEEFEBIZRERDA

CONDENSED CONSOLIDATED INTERIM fBAZRESHH2EKESR

STATEMENT OF COMPREHENSIVE INCOME

FOR THE SIX MONTHS ENDED 30 JUNE 2012 B 22012F6H30H IF 5 1EA
Unaudited
REERZ
Six months ended 30 June
B ZE6H30HLLAMEA
2012 2011
20126 20114
HK$’000 HK$'000
TART FAT
Profit for the period AT 113,863 93,228
Other comprehensive income  HREH 2 mE K :
for the period:
Exchange differences on translation 5§ M ¥ 1585 B K
of financial statements of N ER
foreign operations (3,229) 8,604
Total comprehensive income HR2EKEEE
for the period 110,634 101,832
Attributable to owners of BERAQARAEZEEE
the Company 110,634 101,832

Interim Report 2012 /1 85 &



China Electronics Corporation Holdings Company Limited
FRETREERARAT

CONDENSED CONSOLIDATED INTERIM GRS hHEEEER
BALANCE SHEET
AT 30 JUNE 2012 R2012F6H30H
30 June 31 December
2012 2011
2012%6A308 2011F12A831H
(Unaudited) (Audited)
(REERK) (E&E%)
Note HK$’000 HK$'000
Vil TAL FAT
ASSETS iE
Non-current assets FRBEE
Property, plant and equipment I EN Y& 10 22,415 16,988
Intangible assets EFEE 10 8,288 4,281
Deferred tax assets ERTIEEE 36,513 28,560
Available-for-sale financial assets EHESHEE 2,453 2,467
69,669 52,296
Current assets REBEE
Inventories TE 261,001 268,457
Trade and other receivables B 5 R A e 11 605,245 404,672
Cash and cash equivalents ReRBLZEY 387,094 329,453
1,253,340 1,002,582
Total assets EEME 1,323,009 1,054,878
EQUITY i
Equity attributable to owners of the A7 TR EHEES
Company Bi
Issued equity BETER 12 889,171 889,171
Other reserves Hib (324,467) (321,238)
Retained earnings R 153,509 39,646
Total equity EREE 718,213 607,579
LIABILITIES afE
Current liabilities RBEE
Trade and other payables B 5 RE M EMFKIE 13 603,569 422,629
Short term bank loans RERTER 1,227 24,670
Total liabilities EE4E 604,796 447,299
Total equity and liabilities ERRAEERE 1,323,009 1,054,878
Net current assets RBEEFE 648,544 555,283
Total assets less current liabilites #EERAEEE 718,213 607,579
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China Electronics Corporation Holdings Company Limited
PEEFEBIZRERDA

CONDENSED CONSOLIDATED INTERIM fSBRGE RS THR
STATEMENT OF CHANGES IN EQUITY
FOR THE SIX MONTHS ENDED 30 JUNE 2012 &t Z2012F6 H30H 1518 A

Unaudited
REEY
Attributable to owners of the Company
AAREREEEES

Retained
earnings/
Issued Other (accumulated Total
equity reserves losses) equity
REER/
BRTESR Hitfe  (RHER) BRAH
HK$'000 HK$'000 HK$'000 HK$'000
TiEn Tin Tin Tin

At 1 January 2011 ®2011E181A 889,171 (341,371) (75,013) 472,787
Total comprehensive income HNzEYRES

for the period - 8,604 93,228 101,832
At 30 June 2011 201165308 889,171 (332,767) 18,215 574,619
At 1 January 2012 R2012E1781A 889,171 (321,238) 39,646 607,579
Total comprehensive income Br2ER=EE

for the period - (3,229) 113,863 110,634
At 30 June 2012 201268308 889,171 (324,467) 153,509 718,213
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China Electronics Corporation Holdings Company Limited
TEETFEEERERAR

CONDENSED CONSOLIDATED INTERIM fBAZESFHREFRE

CASH FLOW STATEMENT

FOR THE SIX MONTHS ENDED 30 JUNE 2012 B 22012F6H30H IF 5 1EA
Unaudited
REERZ
Six months ended 30 June
B Z6A30HLA<MEA
2012 2011
20125 20114
HK$’000 HK$'000
TER FAT
Net cash generated from RETHELEZHASFE
operating activities 97,331 42,090
Net cash used in investing BRERBFMAZESFE
activities (16,469) (4,300)
Net cash used in BETBMACHASFE
financing activities (23,430) -
Effect of foreign exchange [ExEE T8
rate changes 209 979)
Net increase in cash and BERBESEEY
cash equivalents N 57,641 36,811
Cash and cash equivalents W1A1EZRE
at 1 January kB EEY 329,453 267,285
Cash and cash equivalents MR6B30HZHR £
at 30 June EBEESEEY 387,094 304,096
Analysis of balances of BeRBLEEY
cash and cash equivalents: ZESBRD:
Cash and bank balances e RIBITHEH 387,094 304,096
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China Electronics Corporation Holdings Company Limited

FEE B R A R

NOTES TO THE CONDENSED CONSOLIDATED  f5ER%4R4& Hh H Bf 355 Bl fif 5t

INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2012

Basis of preparation

The condensed consolidated interim financial
information have been prepared in accordance with
the applicable disclosure requirements of Appendix
16 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited and
with Hong Kong Accounting Standard (“HKAS”) 34
“Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants.

The condensed consolidated interim financial
information should be read in conjunction with the
annual financial statements of the Group for the year
ended 31 December 2011, which have been prepared
in accordance with Hong Kong Financial Reporting
Standards (“HKFRS”).

Principal accounting policies

Except as described below, the accounting
policies used in the preparation of the condensed
consolidated interim financial information are
consistent with those used in the annual financial
statements of the Group for the year ended 31
December 2011. In 2012, the Group has adopted the
following amendments to existing HKAS and HKFRS
that are relevant to its operations and effective for the
accounting period beginning on 1 January 2012:

HKAS 12 Income Taxes
(amendment)

HKFRS 7 Disclosure — Transfer of
(amendment) Financial Assets

# 2201246 H30H 1 7~ 16 A
1 EREE

ARG E T MM B EMRBEE B
BRHMBRAREZ LR B
16PT 8L 2 BB MERTE RE B GTED
RERMmzEBEHEA ([FEER
R |) F34% [ MABME | ZRE
[lkCE

RERGAETHMBEREERAS
ER BB AN GRS ER ([FHEMB
WEAER]) RELZ B E2011612A31
AItFEZFEMBHRR —HEE-

FTEFFHER

BR AR BT oh - AR R IR AR & R B BA 7S
BRARAZ R ARRAEEE
Z20M1F12A31A L FRZEEYS
MR A — B R2012F - AEH
BEERA T 5 B E 27575 7 201241
A1ARBZ St HEERZHIREEH
SRR REBUEREEA 2 BT

BH gL
2125 (&3]

g%t

ERUBREEA
E75% (B7])

RE-SRAEED
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China Electronics Corporation Holdings Company Limited
HEETFEEERERAR

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2012

2

10

Principal accounting policies (Continued)

Adoption of such amendments to existing standards
did not have any significant effect on results or
financial position of the Group for the current period.

The Group did not early adopt any of the new
or revised HKAS and HKFRS, amendments and
interpretation to existing HKAS and HKFRS that
have been issued by the Hong Kong Institute of
Certified Public Accountants but are not yet effective.
Management is currently assessing the financial
impact of these revisions to the Group’s financial
position and performance.

Revenue and segment information

(a) Revenue

Integrated circuits
products

ERAERE I IS E B MTEE

# 2201246 H30H 1 7~ 16 A

2

TESTEE (&)

RANZEHRAEYZETTEHA
SERAREZ FERYBRREK
ERFE-

AEBVERPRABTESTARE
B AR i R AR 2R 2 ¥ AT SRAR B RT 2
BRI REEMBEREER B
REBBGFHERRBBH B RESE
R ZERT a8 - BIEE B AT IEFERTE
ZEEFTHAEBFBRRRRRAZ

pe-
WA R 5 #BE R
(a) WA
Unaudited
RSEXK
Six months ended 30 June
BZE6H30HLLAEA
2012 2011
20125 20114
HK$’000 HK$’000
FERT FHET
611,317 661,563
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China Electronics Corporation Holdings Company Limited
PEEFEBZERERDA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2012

ERAERE I IS E B MTEE

# 2201246 H30H 1 7~ 16 A
WARDBER (&)

3 Revenue and segment information (Continued) 3

(b) Operating segments (b) BEDH

Management has determined the operating
segments based on the reports reviewed by the
directors (the chief operating decision maker) that
are used to assess performance and allocate
resources.

The directors consider that the Group’s operations
are operated and managed as a single segment,
accordingly no operating segment information is
presented.

In terms of geographical location, nearly 100% of
the Group’s revenue is attributable to the market
in the People’s Republic of China (the “PRC”) and

ERECREESR (EREERR
F)EEHFFERRRDEER
RS EELEDE -

EERAREEGE Y EHE—
SUMBERER UERBEES
BEK -

BWESHT S AEEER
100% 2 WA R B R E AR
Bl ([ El])™ 5 B #BiRo0%.2 I

over 90% of the Group’s non-current assets are MENEEMAFRE -
located in the PRC.
4 Other gains - net 4 Hftlhzm—F8
Unaudited
RGEX
Six months ended 30 June
HZ6A30R LL~EA
2012 2011
20125 20114
HK$’000 HK$’'000
FHExT T T
Government grants B %8 Bh 24,229 12,088
Share of loss of DIEEE R R EE
an associate - (253)
Gain on disposal of ek NG L6
an associate - 1,053
Exchange (losses)/gains B (18K), Wz (319) 1,124
Others Efth (1,929) 807
21,981 14,819

During the six months ended 30 June 2011, the
Group disposed of its entire interest in an associate
to an independent third party at a consideration
of RMB1,100,000 (equivalent to approximately
HK$1,323,000) and recognised gain on disposal of
HK$1,053,000.

REZ2011F6A30H LB AR A&
& E LA A R #1,100,0007T (FBE R
1,323,000/ 7T ) 2 ¥ {8 1% 5 £ 8 & B
BRARZ 2 s ETBIE=H
I 7 7R i &5 W 251,053,000/% 7T

Interim Report 2012 & i ¥ & 11



China Electronics Corporation Holdings Company Limited
TEETFEEERERAR

NOTES TO THE CONDENSED CONSOLIDATED  f5ER%4R4& P H B 355 Bl st
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2012 B 22012F6H30H IF 5 1EA
5 Finance income - net 5 REWA-FE
Unaudited
RIGEX
Six months ended 30 June
HZ6A30R LLAEA
2012 2011
20125 20114
HK$’000 HK$’'000
FHET FHBT
Interest income on short term 52 #4377 Z Al B A
deposits 1,323 931
Interest on bank loans RITERF B (510) (749)
813 182
6 Profit before taxation 6 BRBAEF
The Group’s profit before taxation has been arrived at RNEE 2 BB AT A E MR (GEA)
after charging/(crediting) the following: AT %IE
Unaudited
RIGEX
Six months ended 30 June
HZ6A308 LL~EA
2012 2011
20124 20114
HK$’000 HK$’000
FHExT FHET
Depreciation of property, WE - -BERSETE
plant and equipment 3,376 2,775
Amortisation of intangible EREERH
assets 4,862 3,628
Research and development 95 K A B AR
costs* 86,166 48,736
Written down of inventories to  #UR 5 & = 7] #38 FE
net realisable value 15,235 17,067
(Reversal of )/Impairment E 5 REWRIEZRE
provision for trade receivables  ([E1#) /# & (9,423) 6,587
Auditor’'s remuneration 1% SR B & 414 376
Operating lease expenses on ¥ ¥ L&EEZGCEHRE
property and equipment 2 5,244 3,838
*  Research and development costs for the * EE201146H30H 1F 5182 HF
six months ended 30 June 2011 had been FREBKABIZLTHEZ Z5 75
reclassified to administrative expenses to be XA EBITHE S -

consistent with current period’s presentation.

12 Interim Report 2012 / i ¥ &



China Electronics Corporation Holdings Company Limited
PEEFEBIZRERDA

NOTES TO THE CONDENSED CONSOLIDATED  f5ER%4R4& P H B 355 Bl st
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2012 B 22012F6H30H IF 5 1EA
7 Taxation 7 ®HE
Unaudited
RIBEX
Six months ended 30 June
HZE6HA30R IEAMEA
2012 2011
20124 20114
HK$’000 HK$’'000
FaR FHET
Current taxation AN AR B 18
- PRC enterprise income tax — BB EMER 29,827 25,114
Deferred taxation IEFEFR IR (8,136) (6,827)
21,691 18,287

(@) No provision for Hong Kong profits tax had (a) HRAKEREZ20126F6H30H
been made as the Group did not generate any LE7SME AR BN MR A frI PR
assessable profit in Hong Kong for the six months Fiom Al - B L BB FS FAED
ended 30 June 2012 (2011: nil). B (20115 &) -

(b) In accordance with the enterprise income tax (b) WEBEFBRPEMRSHE  LRF
laws in the PRC, CEC Huada Electronic Design BEEARETRITEREMERA
Co., Ltd (“Huada Electronics”)’s applicable ([EXET])E2008F1A1H
statutory tax rate is 25% from 1 January 2008. ZBREEB ER25% A
However, Huada Electronics qualified as a HRERETHEEA[=FE
“High/New Technology Enterprise” and thus K] Bk 520081 A1H i
was granted a 15% preferential tax rate from 1 Z20135F12A81HEAREFEX
January 2008 to 31 December 2013. 15% 2 BEBE-

Interim Report 2012 & i ¥ & 13



China Electronics Corporation Holdings Company Limited
TEETFEEERERAR

NOTES TO THE CONDENSED CONSOLIDATED  f5ER%4R4& P H B 355 Bl st
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2012 B Z2012F6H30H 1F~ 18 A
8 Dividends 8 RE
The Board does not recommend the payment of EFETEHRNEZE2012466 A30H
interim dividend for the six months ended 30 June 1ERE R Z FERRE (20114F : 4&) -
2012 (2011: nil).
9 Earnings per share 9 BREF
The calculation of the basic and diluted earnings per BREAREERFTRE TSR
share is based on the following data: HCE
Unaudited
RGEX
Six months ended 30 June
HZ6A308 LL~EA
2012 2011
2012%F 20114F

Profit for the period attributable AR B #z=FE &

to owners of the Company EEEAEF (FA&T)
(HK$’000) 113,863 93,228
Weighted average number ARG ESRER RS
of ordinary shares for the Bz EimAR e
purposes of basic and #H
diluted earnings per share 1,691,560,000 1,691,560,000
Earnings per share (HK cents) &R &% (51l)
— Basic —HAK 6.73 SRS
- Diluted (Note (a)) —858 (K1) 6.73 551
(a) The Company did not have any potential ordinary (a) B Z=2012%F6A30H LA @ &
share outstanding for the six months ended 30 AR EEMKRBEITEELBR
June 2012 (2011: nil). Diluted earnings per share (2011 F &) ALt - FREEFR
is therefore equal to basic earnings per share. MEGRERBFIEE -
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China Electronics Corporation Holdings Company Limited
PREFREERERAA

NOTES TO THE CONDENSED CONSOLIDATED  f5ER%4R4& P H B 355 Bl st

INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2012

10 Property, plant and equipment and intangible
assets

During the six months ended 30 June 2012, the
Group had additions to property, plant and equipment
of HK$8,886,000 (2011: HK$4,213,000).

During the six months ended 30 June 2012,
the Group had additions to intangible assets of
HK$8,906,000 (2011: HK$8,144,000).

11 Trade and other receivables

The majority of the Group’s sales are with credit terms
of 30 days to 135 days. The remaining amounts are
due immediately after the delivery of goods. Included
in trade and other receivables are trade receivables
(net of provision for impairment) of HK$595,579,000
(81 December 2011: HK$398,475,000) and their
ageing analysis is as follows:

# 2201246 H30H 1 7~ 16 A

10 V¥ BRERRENEREE

11

REZE201246A308 L XEAR - &
EERARREDE  BEREBZKE
8,886,000/ 7T (20114F : 4,213,000
BIL) ©

NEE201256 A30H L AEA A
ARERRAERTAEZRAR
8,906,000/% 7T (20114 : 8,144,000/%
TT) e

5 REMERKE

REBEZHEKRBH 2 EEEA30AH
Z135H - HAHE N BREE MR FF
FE - B REMBBRFERIEESE
WeskIE ($0BRIBE R 595,579,000/
7T (20114612 31 H : 398,475,000/
JC)  HERER DT ¢

30 June 31 December

2012 2011

201256 A30H 20114F12A31H

(Unaudited) (Audited)

(REERZ) (EE%)

HK$’000 HK$’000

FET FHET

Current to 30 days 30HA 214,926 270,298
31-60 days 31H £60H 104,408 24,256
Over 60 days and within 1 year ~ 60H Ak R1F R 271,998 102,117
Over 1 year 1EL 4,247 1,804
595,579 398,475
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China Electronics Corporation Holdings Company Limited
TEETFEEERERAR

NOTES TO THE CONDENSED CONSOLIDATED  f5ER%4R4& P H B 355 Bl st
INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2012

12 Issued equity

1,691,560,000 ordinary shares
of HK$0.01 each

1,691,560,0008% & %
ME{E0.01/ 7T 2 T Ak

2 20129F6 H30H 1F 5 18 A
12 ERTER

30 June 31 December
2012 2011
20126 H308 2011412H31H
(Unaudited) (Audited)
(REERZ) (&E=%)
HK$’000 HK$'000
FTHET FHET
889,171 889,171

13 Trade and other payables

Included in trade and other payables are trade
payables of HK$339,223,000 (31 December 2011:
HK$218,966,000) and their ageing analysis is as

13 BE5RHEMENRE

B o REMEMNRERIEE S EMNTKE
339,223,000/ 7t (20114128318 :
218,966,000/ 7T ) * HERE AT T

follows:
30 June 31 December
2012 2011
201266 H308 2011412A31H
(Unaudited) (Audited)
(REERZ) (EE%)
HK$’000 HK$'000
FET FHT
Current to 30 days 30HA 148,570 133,763
31-60 days 31HZE60H 82,337 25,739
Over 60 days 60H M 108,316 59,464
339,223 218,966
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China Electronics Corporation Holdings Company Limited
PEEFEBIZRERDA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2012

14 Operating lease commitments
The Group’s future aggregate minimum lease

payments under non-cancellable operating leases for
factories and office premises are as follows:

E RS I IS E BT EE

# 2201246 H30H 1 7~ 16 A
14 REHEEE
REBRBEABBRZBERRAE

MEZKREHEMBARRRIN 2 &
EEEFHIRAETENAT

Group
AEE
30 June 31 December
2012 2011
201266308 2011412A31H
(Unaudited) (Audited)
(REER) (&%)
HK$’000 HK$’000
FET FHAT
Not later than one year 1F R 5,011 5,874
In the second to fifth year FOFEEHFN 877 1,380
5,888 7,254

15 Contingent liabilities

The Group did not have any material contingent
liability at 30 June 2012 (31 December 2011: nil).

15 RBEEE

72012566 A30H * A& B & {a] &=
AHAEEE (20115F12A318 - &) -

Interim Report 2012 & i ¥ & 17



China Electronics Corporation Holdings Company Limited
TEETFEEERERAR

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2012

16 Related party transactions and balances

The Group entered into the following material
transactions in the ordinary course of business with
related parties during the period:

(a) Significant transactions with companies
under common control of China Electronics
Corporation Limited (“CEC”)

Sales of products HEEM

Purchases of goods REE SRR
and services

Interest received W B F) 2,

Rental paid T REE

E RS I IS E BT EE

# 2201246 H30H 1 7~ 16 A

16 BBALRE RS
REAREER B FEKB1E+ HES
BATETT THEEEARS

(a) HEHEEFEEREXEEERD
A(HEEFRE]) HEEZHZ

RARERRS
Unaudited
REEXK
Six months ended 30 June
BZE6H30H LLAEA
2012 2011
20125 20114
HK$’000 HK$’000
FERT FHET
35,957 40,513
270,236 269,323
715 466
569 247
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China Electronics Corporation Holdings Company Limited
PEEFEBIZRERDA

NOTES TO THE CONDENSED CONSOLIDATED  f5ER%4R4& P H B 355 Bl st

INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2012

16 Related party transactions and balances
(Continued)

(b) Significant balances with companies under

# 2201246 H30H 1 7~ 16 A

16 BBALIRSR&EE (&)

(b) BZHEEFREHARZES QA

common control of CEC 2B ARG
30 June 31 December
2012 2011
2012%6830H 2011412 A31H
(Unaudited) (Audited)
(RBER) (EE%)
HK$’000 HK$'000
FER FHT
Trade receivables 5 e ERIE - 16,239
Advance from customers — FEUER X 11,853 -
Deposits TR 98,133 98,680
Trade payables 5 EMARIE 287,825 167,452
Other payables H i A5 FRE 3,680 3,701

BRERN LlEBA T &SRS
EIKA - R BWIRIES RIGERAE
HoTFRZ MEFHFER1.81%
(20114 :1.33% ) °

Except for deposits, the above balances with
related parties were unsecured, interest-free and
settled according to the contract terms. The
weighted-average interest rate of the deposits
were 1.81% (2011: 1.33%).
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TEETFEEERERAR

NOTES TO THE CONDENSED CONSOLIDATED  f5ER%4R4& P H B 355 Bl st
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2012 B 22012F6H30H IF 5 1EA
16 Related party transactions and balances 16 BBMALTRBRER (£)
(Continued)
(c) Transactions with an associate (c) HEBERATZRS
Unaudited
RICEX
Six months ended 30 June
HZ6H30H LAEA
2012 2011
20125 20114
HK$’000 HK$’'000
FHExT T T
Sales of products HEEM - 29,904
(d) Key management compensation d TEEEAE#MS
Unaudited
RICERZ
Six months ended 30 June
HZEZ6A30HLLAEA
2012 2011
201245 20114
HK$’000 HK$’'000
FHEx T T
Salaries, allowances and e EBREMERN
benefits in kind 1,879 1,701
Contributions to RINEHEI AR
retirement schemes 88 52
1,967 1,753
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_E
pwc

REPORT ON REVIEW OF INTERIM FINANCIAL
INFORMATION

TO THE BOARD OF DIRECTORS OF

CHINA ELECTRONICS CORPORATION
HOLDINGS COMPANY LIMITED

(incorporated in the Cayman Islands and continued in
Bermuda with limited liability)

Introduction

We have reviewed the interim financial information
set out on pages 4 to 20, which comprises the
condensed consolidated interim balance sheet of
China Electronics Corporation Holdings Company
Limited (the “Company”) and its subsidiaries
(together, the “Group”) as at 30 June 2012 and
the related condensed consolidated interim
statements of income, comprehensive income,
changes in equity and cash flows for the six-month
period then ended, and a summary of significant
accounting policies and other explanatory notes.
The Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited require
the preparation of a report on interim financial
information to be in compliance with the relevant
provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of Certified Public
Accountants. The directors of the Company are
responsible for the preparation and presentation
of this interim financial information in accordance
with Hong Kong Accounting Standard 34 “Interim
Financial Reporting”. Our responsibility is to
express a conclusion on this interim financial
information based on our review and to report our
conclusion solely to you, as a body, in accordance
with our agreed terms of engagement and for no
other purpose. We do not assume responsibility
towards or accept liability to any other person for
the contents of this report.

BEAAKE
oA R R R B
BFFEETREERERANESE

(REEFHEZMAELRR B FRERELE
ZHRRE])

55
NAZEAED (AT 3 M) B BE
DIERFEAZ20B MR E R - 1t
R EERBETRE TEEER
ERAR(TERARDREFAR (A
FBIEEE])R201296 A30H H 4
e hHEEAEREHZZHALE
7N E A EARE R M A RS RR AR & R HR M e
x 2EKER EREHRMRER
EX URFESHHRRABEREM
MaEmE E8HARIMERAR
FH EMRARE P S ER
RBEMHENAFTANERANER
BEXAREB SRS EMNESE
DRI ERIFEI4A [P BT BHRE] - &
ANRERBAERBEESSTELSE
345 [P HAB ISR | RE R TFRZE
FHIBER KRMOEEERER
MrBEEEZERRUEERHEL
W WIRREREGRERNERES
THRE BRI ZIINERERIEEME
B o B AP = Bh AN 3RS A A | E 1R
HALTE FsAETAEE

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong

T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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Scope of Review

We conducted our review in accordance with Hong
Kong Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed
by the Independent Auditor of the Entity” issued
by the Hong Kong Institute of Certified Public
Accountants. A review of interim financial
information consists of making inquiries, primarily
of persons responsible for financial and accounting
matters, and applying analytical and other review
procedures. A review is substantially less in scope
than an audit conducted in accordance with Hong
Kong Standards on Auditing and consequently
does not enable us to obtain assurance that we
would become aware of all significant matters that
might be identified in an audit. Accordingly, we do
not express an audit opinion.

Conclusion

Based on our review, nothing has come to our
attention that causes us to believe that the
interim financial information is not prepared, in
all material respects, in accordance with Hong
Kong Accounting Standard 34 “Interim Financial
Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 23 August 2012
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China Electronics Corporation Holdings Company Limited
PREFREERERAA

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

The Group’s integrated circuits design business
comprises the design of integrated circuits chips
and the development of application system.
Currently, our products are mainly used in smart
cards such as identity cards, social security cards,
telecommunications cards and electric cards. Our
products are also applied in wireless local area
networks. For the six months ended 30 June 2012,
the Group has obtained 14 new patents.

Due to the further intensification of market price
competition in 2012, the average selling prices of
integrated circuits chip products were generally
lower when comparing with those of the 2011.
The Group on one hand adjusted its product mix
in its telecommunications card chips business
and concentrated on products which have a
lower selling price per unit but better gross profit
margin, also stepped up its effort in cost control
and expanded the market share of its products.
Through successfully boosting the sales of a
number of our main products, the overall sales
volume recorded a moderate increase during the
six months ended 30 June 2012 and partially
compensated the impact of the decrease in
the average selling prices of integrated circuits
chip products on the revenue for the period.
Revenue for the six months ended 30 June 2012
amounted to HK$611.3 million, representing a
moderate decrease of 7.6% when comparing with
the corresponding period of last year and when
comparing with the decrease in the average selling
prices of integrated circuits chip products in 2012.
As the combined effects of the improvement on
the product mix of the Group, increase in sales
volume and effective cost control had out-weighed
the impact of the decrease in the average selling
prices of integrated circuits chip products on the
gross profit, the gross profit increased by 13.1% to
HK$232.7 million for the six months ended 30 June
2012. During the period, the overall gross profit
margin, which was still maintained at industry level,
increased 7% to 38.1%.

EEENWR DT

¥KEmE
AEEZERERLTEBREEK
BRZONABTREARARMAZ-B
MERTFEEESMNER LTRE
R BEHBERAERREEHERE
A LERARNEGBERELE -HE
2012F6 A30H LE/N A A - AN EHTIE
KEZEM1418 -

A TS E IR 5 F R2012F # — 41
Bl ERERCFERZFHEER
2011 FE LR N NEB —H AR
HEHBERORES ZERER
TEIFREMNEEREBEEEEE
F = 2 B 5+ BB I 0o pk A 48 4 &%
BHREAEERZMBEER BB
RINRAAEEZEEZERZ TS
$HE  NEZE20129F6 A30H LE/NE A
B SHE 2 85 R A8 K+ W0 3 5 26
PREXERNFERZFHEET
B R B A A 2 2 - B =20124F
6A30H IERNEAR Z WA B6I1.38E
BT B F R HE N T PE7.6% * IR
BOO1I2FERBR A EMZ FHE
BYRERSM ARNREREEZER
iR BRHEEERRRAR KA
EHAZEEEXNERNFERZ T
HEBTHRHUENZZE MRESE
201296 A30H /N8 A ZEF EF
181%E232.7EE BT -RNHIR &
BEMNREFH7% BIRFHE3SA%
ZATENKF
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

Selling and marketing costs for the six months
ended 30 June 2012 amounted to HK$25.4 million,
representing a decrease of 6.8% when comparing
with the corresponding period of last year. Selling
and marketing costs decreased as a result of lower
revenue.

Administrative expenses increased by 15.3% to
HK$94.5 million for the six months ended 30 June
2012. This was mainly attributable to the increase
in research and development costs, the reversal of
provision for trade receivables and the decrease
in other administrative expenses resulting from
streamlining its administrative team. Research and
development costs were HK$86.2 million in 2012
(2011: HK$48.7 million), which represented 14.1%
of the revenue for the six months ended 30 June
2012 (2011: 7.4%). Research and development
during the period primarily focused on the EMV
card, mobile payment card and RFID (“radio
frequency identification”) chip products.

Government grants received increased by 100% to
HK$24.2 million for the six months ended 30 June
2012 resulted from more government subsidies for
research and development costs incurred in the
period.

For the six months ended 30 June 2012, the
profit attributable to owners of the Company was
HK$113.9 million (2011: HK$93.2 million), and the
basic earnings per share was HK6.73 cents (2011:
HK5.51 cents).

The Board does not recommend the payment of

interim dividend for the six months ended 30 June
2012 (2011 nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

Outlook

At present, the application of smart cards in the
PRC has penetrated into various trades and
industries in the national economy. According to
the statistics, smart cards applied in sectors such
as telecommunications, social security, information
security, urban construction, public health and
financial services accounted for about 80% of the
domestic smart card market, and this is the main
driving force to promote the development of the
domestic smart card market.

With the continuing increase in investment in the
areas of social security, public health and financial
services domestically, the overall market size of the
smart card industry in the PRC is expected to grow
continuously in this year. In particular, the demand
for smart cards such as telecommunications
cards, social security cards, petrol payment cards
and electric cards will achieve steady growth. At
the same time, amid a slowing down in the pace
of economic growth in the PRC caused by the
faltering of the US and European economies, and
coupled with the rising in the labour and material
costs, the pace of growth in the smart card market
may slow down and product price competition may
further intensify.

Looking forward, the Group will continue to
increase investment in technology, persist
in independent technology innovation and
accumulation, improve its product mix, strengthen
its operation management and cost control,
consolidate its market leadership in sectors of
social security cards, telecommunications cards,
identity cards, petrol payment cards, etc.; and
actively explore market application opportunities
in the sectors of EMV cards and transportation
cards. At the same time, the Group will also
actively explore and develop new business areas
and industry coverage, strive to capture the
development opportunities in the smart card
market and other related sectors in the PRC, so as
to bring better returns to our shareholders.

EREWR DT
RE
Eﬁﬁ REN B READ G253

REBEONETREFE B UB
Q\ ; Xi’;/{%lzi {m/m\ﬁ% f)ﬁmi_
HERERERSBBEEZ/AERDN
%‘HETFT.W S B2 R T 35%80%
EE’]@%’E A E B AN BT
REOEZHES S -

BEEAEEERE BERERES
Bl AR %5 F E L IR AT BT IR - 5 F
FERE REXEREMGREGEE
BEE FHEREBER HERE
f“MH%&%%F%%%Fﬁ%%
KGRI K - B AR - RECELE
BRSTE. IW%&?L%GW%
HMAI&MM&$$%‘%T%%
BERERTSERERERE EME
HEEFEBHR -

[ SBOR 2R - AR £R B A 4B 0 KRR AR
A BB E AR EETER - T
%Fﬁ%%‘ﬁk@%%@&ﬁ$@
HZEELSRER BEBER
FOBRRIBRETET SRS
EBRARESBICREZBREEAT
% ARERS I%Eﬁ%%%%ﬁ
MEXMB SAHLEEFEEERT
%ﬁﬁ%é%%@%%’ﬁ%%@ﬁ
B RFz o

Interim Report 2012 & i ¥ & 25



China Electronics Corporation Holdings Company Limited
HEETFEEERERAR

MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

The Group finances its operations primarily by
internal resources and short term bank loans.
At 30 June 2012, the Group had cash and cash
equivalents amounted to HK$387.1 million, 72%
of which was denominated in Renminbi, 27.8%
in United States dollars and 0.2% in Hong Kong
dollars (31 December 2011: HK$329.5 million,
68% of which was denominated in Renminbi,
31.8% in United States dollars and 0.2% in Hong
Kong dollars).

At 30 June 2012, the Group had unsecured
short term bank loans of HK$1.2 million, which
were denominated in Renminbi (31 December
2011: HK$24.7 million, which were denominated
in Renminbi). The bank loans were borrowed at
contracted fixed interest rate. At 30 June 2012,
committed borrowing facilities available to the
Group but not drawn amounted to HK$170.6
million. At 30 June 2012, the Group did not have
any pledged asset or guarantee (31 December
2011: nil). The Group’s revenue are mainly
denominated in Renminbi and payments are
denominated in Renminbi and Hong Kong dollars.
The Group will make use of hedging contracts,
when appropriate, to hedge the risk of foreign
exchange fluctuation arising from its operations.
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PRETFREEREGRAR

MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review (Continueqd)

At 30 June 2012, the Group had net current
assets of HK$648.5 million (31 December 2011:
HK$555.3 million). The overall gearing ratio, which
is calculated as the total liabilities over total assets
of the Group, was 45.7% (31 December 2011:
42.4%).

At 30 June 2012, the Group did not have any
material capital commitment (31 December 2011:
nil) for the acquisition of fixed assets and intangible
assets. The Group did not have any material
contingent liability at 30 June 2012 (31 December
2011: nil).

Employee and Remuneration Policies

At 30 June 2012, the Group had approximately
310 employees, the majority of whom were based
in the PRC. Employee benefit expenses for the
period were HK$57.3 million.

The Group recognises the importance of high
calibre and competent staff and has a strict
recruitment policy and performance appraisal
scheme. Remuneration policies are largely in line
with industry practices, and are formulated on
the basis of performance and experience and
will be reviewed regularly. Bonus and other merit
payments are linked with the performance of
the Group and of the individuals as incentive to
optimise performance.

EEENWR DT
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OTHER INFORMATION

Directors’ and Chief Executive’s
Interests and Short Positions in
Shares, Underlying Shares and
Debentures

At 30 June 2012, none of the directors nor
the chief executive of the Company and their
respective associates had any interests or
short positions in the shares, underlying shares
or debentures of the Company or any of its
associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance
(the “SFQO”)), which were recorded in the register
maintained by the Company pursuant to Section
352 of the SFO or as otherwise notified to the
Company and The Stock Exchange of Hong Kong
Limited pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the
“Model Code”) as set out in Appendix 10 of the
Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing
Rules”).

Share Option Scheme

The share option scheme adopted by the Company
pursuant to an ordinary resolution passed on 20
June 2002 expired on 19 June 2012. During the
period from 1 January 2012 to 19 June 2012, no
share option was granted under such share option
scheme. During the six months ended 30 June
2012, no share option was exercised, cancelled or
lapsed.

The Company had no outstanding share option at
1 January 2012 and 30 June 2012.
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OTHER INFORMATION

Directors’ Rights to Acquire Shares
or Debentures

At no time during the six months ended 30 June
2012 was the Company, its holding company or
any of its subsidiaries or fellow subsidiaries a party
to any arrangements to enable the directors of the
Company or their respective associates (as defined
under the Listing Rules) to acquire benefits by
means of acquisition of shares in, or debentures of,
the Company or any other body corporate.

Shareholders with Notifiable Interests

At 30 June 2012, the register maintained by the
Company pursuant to Section 336 of the SFO
showed that the following persons (other than the
director or chief executive of the Company) had
notified the Company that they had an interest
of 5% or more in the issued share capital of the
Company:

Hip&#
EEREROIES 2ER

REZE201296 A30H 1E/NE AR @ 2
~aEl - HZER AR KEEMEEE AR A
DA EN YNGR BVAER G NN
RESURESAZHEA(EER
EMBRD AT EEEAKLAQ R SKIM
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T

BEERRERZRRE
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Name of interested party

China Electronics Corporation
(BVI) Holdings Company
Limited (“CEC (BVI)")

China Integrated Circuit Design
Corp., Ltd (“China Huada”)

China Electronics Corporation Limited
(‘CEC") (Notes (1) and (2))

SDIC High-Tech Investment Co., Ltd
(Note (1))

The State Development and Investment
Corporation (Note (7))

Number or
attributable
number of
shares interested Percentage of
BEREMN shareholding
HEEREER RAHA BRESL
China Electronics Corporation 812,500,000 48.03%
(BVI) Holdings Company
Limited ([CEC (BV))])
HEEAREHERRAEE 393,680,000 23.27%
ABRAR ([REEK])
TEEFEREXSERR 1,206,180,000 71.30%
AR ((HEEFEE])
(Hiz(1)k @)
BREMBEREERAA 393,680,000 23.27%
(Hrit()
RERZERR (1)) 393,680,000 23.27%
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OTHER INFORMATION

Shareholders with Notifiable Interests
(Continued)

Notes:

1)

The equity interest of China Huada is contributed as
to 50% by CEC and as to 50% by SDIC High-Tech
Investment Co., Ltd. SDIC High-Tech Investment
Co., Ltd is a wholly-owned subsidiary of The State
Development and Investment Corporation, which is a
state-owned investment holding company established
under the laws of the PRC. By virtue of the SFO, CEC,
SDIC High-Tech Investment Co., Ltd and The State
Development and Investment Corporation are deemed
to be interested in the 393,680,000 shares of the
Company held by China Huada.

CEC holds 100% interest in CEC (BVI) and is deemed
to be interested in the shares of the Company held by
CEC (BVI).

All the interests disclosed above represent long
position in the shares of the Company.

Save as disclosed above, at 30 June 2012, the
Company had not been notified of any other
interest or short position in the shares or underlying
shares of the Company which were required to be
recorded in the register required to be kept under
Section 336 of the SFO.
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OTHER INFORMATION

Purchase, Sale or Redemption of
Securities

Neither the Company nor any of its subsidiaries
had purchased or sold any of the Company’s
shares and the Company had not redeemed any
of its shares during the six months ended 30 June
2012,

Corporate Governance Code

The Company has complied with all the applicable
code provisions in the Code on Corporate
Governance Practices (effective up to 31 March
2012) and the Corporate Governance Code
(effective from 1 April 2012) as set out in Appendix
14 of the Listing Rules throughout the six months
ended 30 June 2012, except for the deviation
from the code provision A.6.7 of the Corporate
Governance Code as summarised below:

Mr. Wong Po Yan, an independent non-executive
director, was unable to attend the annual general
meeting of the Company held in April 2012 (the
“AGM”) due to other crucial business commitment.
However, Mr. Wong subsequently requested the
company secretary of the Company to report
to him on the views of the shareholders of
the Company in the AGM. As such the Board
considers that the development of a balanced
understanding of the views of shareholders among
the independent non-executive directors and other
non-executive directors was ensured.

The Model Code for Securities
Transactions by Directors

The Company has adopted the Model Code to
regulate the directors’ securities transactions. All
directors have confirmed, following specific enquiry
by the Company, that they have fully complied with
the Model Code throughout the six months ended
30 June 2012.
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OTHER INFORMATION

Audit Committee

The audit committee has reviewed the unaudited
condensed consolidated interim financial
information of the Group for the six months ended
30 June 2012.

By Order of the Board

Rui Xiaowu
Chairman

Hong Kong, 23 August 2012
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