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The board of directors (the “Board”) of China
Electronics Corporation Holdings Company Limited
(the “Company”) hereby presents the unaudited
condensed consolidated interim results of the

FEETEEZERERAR ([AAR])
g ([E5g))EUREREAQAEE
MEAR ([RERE])#HZE2011F6 830
BIEAEAMRCEXGREE PR

Company and its subsidiaries (the “Group”) for the  AAERLLEEFHT :
six months ended 30 June 2011 together with the
comparative figures as follows:
CONDENSED CONSOLIDATED 4GS PR SR
INTERIM INCOME STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2011 B 220116 H30H 1L 5 18F
Unaudited
RRER
Six months ended 30 June
EZ6H30HIEAEA
2011 2010
20114 20104
Note HK$’000 HK$'000
0523 THER FHT
Revenue 'ON & 661,563 262,998
Cost of sales SHER A (455,838) (171,525)
Gross profit E7 205,725 91,473
Other gains — net H At zs — 58 4 14,819 9,787
Research and development costs ~ #F 7t i B & pk AR (48,736) (35,978)
Selling and marketing costs 8 & T i HE AR AR (27,283) (15,915)
Administrative expenses G (33,192) (19,512)
Operating profit FE-rnd 111,333 29,855
Finance income — net BMEWA—F5E 5 182 529
Profit before taxation BRBLATE R 6 111,515 30,384
Taxation B8 7 (18,287) (3,886)
Profit for the period HREF 93,228 26,498
Attributable to shareholders of HERALQFARR
the Company 93,228 26,498
HK cents HK cents
ol pRll
Earnings per share SREF 8
- Basic —EXK 5.51 1.57
- Diluted —#E 5.51 1.57
Dividends [19=) 9 - -
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CONDENSED CONSOLIDATED INTERIM
STATEMENT OF COMPREHENSIVE INCOME

ERGREFHEEKER

FOR THE SIX MONTHS ENDED 30 JUNE 2011 AL 2201146 A30H 1F 518 A
Unaudited
RBER
Six months ended 30 June
HZE6H30H LLEAEA
2011 2010
20114 20104
HK$’000 HK$'000
TART FHAT
Profit for the period AT 93,228 26,498
Other comprehensive income  HIAHE M2 E K :
for the period:
Exchange differences on translation 5§ M ¥ 1585 B K
of financial statements of BN ERE
foreign operations 8,604 2,017
Total comprehensive income HR2EKEEE
for the period 101,832 28,515
Attributable to shareholders of HBEBRAXAFAKRR
the Company 101,832 28,515
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CONDENSED CONSOLIDATED INTERIM

BALANCE SHEET

ERGe P HEERER

AT 30 JUNE 2011 R20114F6H30H
30 June 31 December
2011 2010
2011F6HA308 2010F12A31H
(Unaudited) (Audited)
(REER) (B#E%)
Note HK$'000 HK$'000
i3 TAL FAT
ASSETS E
Non-current assets FRBEE
Property, plant and equipment WmE BERE 10 17,762 21,253
Intangible assets BREE 10 8,530 3,955
Deferred tax assets ERFIEEE 28,356 20,999
Interests in an associate R E AR 2 s - 523
Available-for-sale financial assets AEHESHEE 2,405 2,361
57,053 49,091
Current assets RBEE
Inventories 7E3 235,972 261,312
Trade and other receivables B 5 RA MW 11 605,079 280,458
Cash and cash equivalents ReRReZEY 304,096 267,285
1,145,147 809,055
Total assets EELE 1,202,200 858,146
EQUITY R
Capital and reserves attributable to 472 7 jR 5 fE 45
the Company’s shareholders EXRfRE
Issued equity BETER 12 889,171 889,171
Other reserves Hit kG 18 (332,767) (341,371)
Retained earnings/ REEF,/ (R5tEBE)

(accumulated losses) 18,215 (75,013)
Total equity EREE 574,619 472,787
LIABILITIES a1
Current liabilities nBAE

Trade and other payables B REMEMFKIE 14 603,532 361,855
Short term bank loans RHRTER 24,049 23,504
Total liabilities =REat 627,581 385,359
Total equity and liabilities EEREELAE 1,202,200 858,146
Net current assets RBEEFE 517,566 423,696
Total assets less current liabilites #EERREEE 574,619 472,787
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CONDENSED CONSOLIDATED INTERIM
STATEMENT OF CHANGES IN EQUITY

ARG E PR E R

FOR THE SIX MONTHS ENDED 30 JUNE 2011 AL 2201146 A30H 1F 518 A
Unaudited
REEN
Attributable to shareholders of the Company
RARRREN
Retained
earnings/
Issued Other (accumulated Total
equity reserves losses) equity
REEH/
BRTER HAfefts  (RHER) BRiAE
HK$'000 HK$'000 HK$'000 HK$'000
Ti#n Tin Tin Tin
At 1 January 2010 ®20105151A 889,171 (346,842) (138,000) 404,329
Total comprehensive income HNzEYRES
for the period - 2,017 26,498 28,515
At 30 June 2010 72010%6530H 889,171 (344,825) (111,502) 432,844
At 1 January 2011 H2011F1 818 889,171 (341,371) (75,013) 472,787
Total comprehensive income Gl et
for the period - 8,604 93,228 101,832
At 30 June 2011 2011456530 889,171 (332,767) 18,215 574,619




hEE FEEE AR AR China Electronics Corporation Holdings Company Limited e Interim Report 2011 & HJ 3R &

CONDENSED CONSOLIDATED INTERIM
CASH FLOW STATEMENT

ERGEHHRE

BR

FOR THE SIX MONTHS ENDED 30 JUNE 2011 22201146 H30H 1£ 518 A
Unaudited
REER
Six months ended 30 June
EHZ6A30R L AEA
2011 2010
20115 20104
HK$’000 HK$'000
TER FHET
Net cash generated from/(used in) &&ESES, (FiA) 2
operating activities HeF5E 42,090 (56,792)
Net cash used in investing BREEHMACHEFE
activities (4,300) (7,635)
Net cash generated BMETBMEEA RS FE
from financing activities - -
Effect of foreign exchange EXEE s w8
rate changes (979) 1,298
Net increase/(decrease) in cash RERBRELZEY
and cash equivalents ®in,/ Ghd)BE 36,811 (63,129)
Cash and cash equivalents W1A1AEZRE
at 1 January RBREEEY 267,285 397,420
Cash and cash equivalents R6A30HZHER
at 30 June ReZEY 304,096 334,291
Analysis of balances of RBeRBLEEY
cash and cash equivalents: ZESBRD:
Cash and bank balances & RBITHER 304,096 334,291
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2011

1 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 2010, which have been prepared
in accordance with Hong Kong Financial Reporting
Standards (“HKFRS”).

2 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 2010. In 2011, the Group has adopted
the following new or revised HKAS and HKFRS,
amendments and interpretation to existing HKAS and
HKFRS that are relevant to its operations and effective
for the accounting period beginning on 1 January
2011:

HK(IFRIC) - Int 19 Extinguishing Financial
Liabilities with Equity
Instruments

Annual Improvements  Improvements to HKFRSs
Project 2010

AR S T IR I E R HTRE

# 2201146 H30H 1 7~ 16 A

ARG AP HMPBEMIREBEFEHAR
S B R A B &5 LW 8RR M 16 #
ZHERBRBERERBBETMAE R L
BB gD (BB EEL]) F345%
[FEB RS | 2 REMRR -

ARSI B AR EER AN S ER
BESMBERELEA ([FETHRSE %
Al]) 8 2 H =2010F12831A L £ &
2 FEEM B RER—HBIE -

FEEFEE

FRUA TR it o - 4R BLAS BR AR & R HIBA A5 &
BARAZ @t RRARGRAEEREHZE
2010F12AB1B It FEZ FEMBEHRE
FTA & — - R20114F  AEBEHRMA T
PIEEH 2B RMN2011F1A1HEZE
FTEAR AR Z FET ISR 2 BB G T &
A REBBFBRELEL HBEBERBS
A REBUBREEN BT REE:

5 (ARABRS DARE R T LM

Z2EZE®) ERARE
—RIEF195
FEYERR ERUBHRSE
AR 2 Bt
2010
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2011

2

10

Principal accounting policies (Continued)

Adoption of such amendments and interpretation 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

SREREM

Integrated circuits
products

ERALR S I I E R EE

# 2201146 H30H 1 7~ 16 A
2 IEBEHBE(E)

Rz EHRBEAUZ BT RRETEY
AEEAAHE 2 FE P BRABKE

=2
-

AEBYEREFRABTEGAMAGER
B R RERZ H AT R ER] < BB &
RUARBAMBEHREEN HWRAEEEE
FAERREBHBREER ZETRE
B-ERERAEENEZEETEAE

B BRI RR 2R -
WA R 2 &R
(a) WA
Unaudited
REEXK
Six months ended 30 June
B Z6H30H LLAEA
2011 2010
20114 2010
HK$’000 HK$’000
TR FHET
661,563 262,998
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2011

3 Revenue and segment information (Continued)
(b) Operating segments

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, 100% of the
Group’s revenue is attributable to the market in

AR S T IR I E R HTRE

# 2201146 H30H 1 7~ 16 A
3 WARDEER (£)

(b) &E5E

ERBERBESF (XBLEERR
F)ERHEFERERRROEE
RANGE BEEEED D

EERBIRBZEBUE DK
ERER QERBELEEDHER-

iR S Mmm s AEE100%2 K
ARBR T BEAEEBi#BiE90%Z I

Mainland China and over 90% of the Group’s B) 4 B LA R B KB -
non-current assets are located in Mainland China.
4 Other gains - net 4 Hiplzd— 8
Unaudited
REEXK
Six months ended 30 June
BZE6H30H LLAEA
2011 2010
201145 2010%F
HK$’000 HK$’000
FERT FHET
Government grants BT B 12,088 8,954
Share of (loss)/profit of DGR AT (E18) /% F
an associate (253) 7
Gain on disposal of SRS AR RS
an associate 1,053 -
Exchange gains E 5 s 1,124 807
Others Hh 807 19
14,819 9,787

During the period, 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).

A7 HA 7N 55 @ bA A R #51,100,0007T
(FEE A 491,323,000 7T) 2 KB #
HEEzBEnmz 2 @atET
BNE=T7

11
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NOTES TO THE CONDENSED CONSOLIDATED  f5ER%4R4& HH H B 355 Bl st
INTERIM FINANCIAL INFORMATION

5

FOR THE SIX MONTHS ENDED 30 JUNE 2011 AL 2201146 H30H 1F 518 A
Finance income - net 5 BMEWA-F#E
Unaudited
RICERZ
Six months ended 30 June
HZEZ6A30HLLA<EA
2011 2010
201146 20104
HK$’000 HK$’000
FHEx FHT
Interest income on short term 52 E7F 3 A B A
deposits 931 1,150
Interest on bank loans RITERF S (749) 621)
182 529
Profit before taxation 6 MRBADEF

12

The Group’s profit before taxation has been arrived at

after charging:

Depreciation of property,
plant and equipment
(Note 10)

Amortisation of intangible
assets (Note 10)

Written down of inventories to
net realisable value

Impairment provision for
trade receivables

Auditor’s remuneration

Operating lease expenses on
property and equipment

ME - BEREEITE
(Kiat10)

B EERE (Hi10)
WORTF &= BB
B 5 RUWGRIA R BB

REET I &
MERRBZEERETH

AREEZBRBATS 2 kR :

Unaudited
RGEX
Six months ended 30 June

HZ6H30R LLAEA
2011 2010
20114 20104
HK$’000 HK$’000
FHET FHET
2,775 3,882
3,628 2,083
17,067 514
6,587 904
432 344
3,838 3,838
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NOTES TO THE CONDENSED CONSOLIDATED  f5ER%4R4& HH H B 355 Bl st
INTERIM FINANCIAL INFORMATION

7

FOR THE SIX MONTHS ENDED 30 JUNE 20711 £ 220114F6H30H 1E 518 A
Taxation 7 BE
Unaudited
RICERZ
Six months ended 30 June
HZE6H30H L~ EA
2011 2010
201146 20104
HK$’000 HK$’000
FERT FHET
Current taxation A EA R R IE
- PRC enterprise income tax — P EEMEH 25,114 4,852
Deferred taxation EIERIIR (6,827) (966)
18,287 3,886
(@) No provision for Hong Kong profits tax has (a) BHRAEEREHZE2011F6H30A 1E
been made as the Group did not generate any 7B B R & A A A E A A FE AR
assessable profit in Hong Kong for the six months i A R L B B RS B B
ended 30 June 2011 (2010: nil). (2010 &)
(o) In accordance with the enterprise income tax ) BREPBECEMEREZ LRPE

laws in the PRC, CEC Huada Electronic Design
Co., Ltd (“Huada Electronics”)’s applicable
statutory tax rate is 25% from 1 January 2008.
However, Huada Electronics qualified as a “High/
New Technology Enterprise” (‘HNTE”) and thus
was granted a 15% preferential tax rate from 1
January 2008 to 31 December 2010.

Huada Electronics has filed the application
documents for HNTE qualification re-assessment
with the local government authorities. The Board
is of the view that Huada Electronics will pass
the re-assessment and therefore the preferential
tax rate of 15% has been used to calculate the
income tax expense for the six months ended
30 June 2011 and the deferred tax assets at 30
June 2011.

EAEFRAAREERA ([EX
EF])E2008%1 A1H .2 # A%
ERER25% - AT HREREF
WHEELAGHIRRCE] BitE
200841 A1H # E2010512A31H
EAETEZI5%ZEBRRE -

EXETERLRSHTRRLEER
ZEEAS BB ®R - EEE
REBERETHSBAER HUE
RA15% 2 BEB R HE E2011466
AB0H 1L/ 16 B 2 A8 B B S MR
20116 AB0R ZIBER B E EHEST

EES

13
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2011

pany Limited e Interim Report 2011 A Bk &

AR S T IR I E R HTRE

# 2201146 H30H 1 7~ 16 A

8 Earnings per share 8 BREF

The calculation of the basic and diluted earnings per
share is based on the following data:

BREARREERNTIRE T IS ET
o

Unaudited
RICEX
Six months ended 30 June
HZ6H30A L <EA
2011 2010
20114 20104
HK$’000 HK$’000
FET FHBT
Profit for the period attributable 7< 72 &) i% 5 & {f 53 79 2
to shareholders of the
Company 93,228 26,498
Weighted average number R ESRERREERT]
of ordinary shares for the ZE AR INEFI9EE

purposes of basic and
diluted earnings per share
Earnings per share (HK cents) &% Z&F| (&1L)
- Basic —FAK
— Diluted (Notes a and b) — 5% (Kt iFafib)

1,691,560,000 1,691,560,000

5.51 1.57
5.51 1.67

(@ The Company did not have any potential ordinary
shares outstanding for the six months ended
30 June 2011. Diluted earnings per share is
therefore equal to basic earnings per share.

(b) Impact of exercise of share options were not
included in the calculation of diluted earnings per
share for the six months ended 30 June 2010
because their exercise would result in an increase
in earnings per share and were anti-dilutive.

(a) EZE201156A30H LR EA AR
A EAEMRETEEEBR F
It SR EE R L TREAR TR

o,
=5

(o) BRRTTEERESENERET

UETTE RS R R REEE R - A
FTEBE201056 A30H 1L/~ E A
P i 5 2 P - 3 S AS AT (R AR A 2

TETEEAN-

9 Dividends 9 BKRE

The Board does not recommend the payment of
interim dividend for the six months ended 30 June
2011 (2010: nil).

14

EESTEZRMNEZE20114F6A30H Ik

NEA 2 ERE R (2010 : £E) ©
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2011

10 Property, plant and equipment and intangible

AR S T IR I E R HTRE

# 2201146 H30H 1 7~ 16 A

10 ¥ BERKBHNELEE

assets
Property,
plant and Intangible
equipment assets Total
nE- BE
k& ENEE At
(Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (RBER)
HK$'000 HK$'000 HK$'000
TAT TET FAT
Opening net book amount R2010F1 818 2
at 1 January 2010 BIREFE 22,334 3,984 26,318
Exchange differences EHEE 198 58 256
Additions NE 3,069 5,716 8,785
Depreciation/amortisation charge  #7 / # 55 %x (3,882) (2,033) (5,915)
Closing net book amount #201056830H 2
at 30 June 2010 BREEFE 21,719 7,725 29,444
Opening net book amount RW2011F1 8182
at 1 January 2011 BUREFE 21,253 3,955 25,208
Exchange differences EHER 549 59 608
Additions NE 4,213 8,144 12,357
Disposals & (5,478) - (5,478)
Depreciation/amortisation charge  #7& /#8455 (2,775) (3,628) (6,403)
Closing net book amount R2011466A30H 2
at 30 June 2011 BRREFE 17,762 8,530 26,292

15
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2011

11 Trade and other receivables

The majority of the Group’s sales are with credit terms
of 30 days to 135 days. Included in trade and other
receivables are trade receivables of HK$592,019,000
(81 December 2010: HK$263,620,000) and their
ageing analysis is as follows:

AR S T IR I E R HTRE

# 2201146 H30H 1 7~ 16 A
11 EZRHMEKRRE

AEBEZHERNSN 2 EEH /O E
135H - B H R AMBYHARIEE 5 E
U 5 18592,019,0007% 7T (2010412 531
H :263,620,000/& 7T ) * H BR e £ 17 40
T

30 June 31 December

2011 2010

2011%E6830H 2010%12A31H

(Unaudited) (Audited)

(REER) (&E%)

HK$’000 HK$'000

FHER FAT

Current to 30 days 279,787 113,678
31-60 days 85,658 56,515
Over 60 days and within 1 year ~ 60H LA £ K1F R 225,142 92,936
Over 1 year 1,432 491
592,019 263,620

12 Issued equity

1,691,560,000 ordinary shares of 1,691,560,000/%
FREEC.ONETZ ERAKR 889,171

HK$0.01 each

12 SR1T#ER

30 June 31 December

2011 2010

201156 A30H 2010%F12H31H
(Unaudited) (Audited)
(REERZ) (EE%)
HK$’000 HK$'000
FET FHET
889,171

16
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NOTES TO THE CONDENSED CONSOLIDATED  f5ER%4R4& HH H B 355 Bl st
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 20711 £ 220114F6H30H 1E 518 A
13 Other reserves 13 Hibf#E
Share
Capital Surplus option Translation Merger Other
reserve  reserve  reserve  reserve  reserve  reserve Total
EAfE RHEE BRERE EXRE  AURE  HtRR At
(Note a)
(Hiita)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAL TAT ThT ThT TAT TET
At 1 January 2010 #2010%1 818 930 16,309 3,046 29,608  (327,605)  (69,130)  (346,842)
Share option lapsed BAMERE - - (3,046) - - - (3,046)
Currency translation differences S##HE£H - - - 8517 - - 8,517
At 31 December 2010 #2010512A31R
(Audited) (BEH) 930 16,309 - 38125 (327,605 (69,130  (341,371)
At1 January 2011 R2011£1818 930 16,309 - 3125 (327,605  (69,130)  (341,371)
Currency translation differences S HEEE - - - 8,604 - - 8,604
At 30 June 2011 #2011564308
(Unaudited) (REER) 930 16,309 - 46,729  (327,605)  (69,130)  (332,767)
(a) Share option reserve (a) BRERZE

14

For the year ended 31 December 2010,
4,350,000 share options lapsed and an amount
of HK$3,046,000 was transferred from share

option reserve to retained earnings.

Trade and other payables

Included in trade and other payables are trade
payables of HK$361,571,000 (31 December 2010:
HK$201,830,000) and their ageing analysis is as

REBE2010612A31B8 L& E -
4,350,000 B8 AR # B K &% -
3,046,000/ B IR E R HBEEE

RE T o

14 EZREMENRE

B REMERRBEOEE S EMNKE
361,571,000/ jC (2010412831 H :
201,830,000/ 7T) * HEREE AT -

follows:
30 June 31 December
2011 2010
201156 A30H 2010912A31H
(Unaudited) (Audited)
(RBER) (&#=%)
HK$’000 HK$'000
FTHET FHET
Current to 30 days 30H A 149,487 100,480
31-60 days 31H &E60H 50,329 20,836
Over 60 days 60H A £ 161,755 80,514
361,571 201,830
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NOTES TO THE CONDENSED CONSOLIDATED  f5ER%4R4& HH H B 355 Bl st
INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2011

15 Operating lease commitments

The Group’s future aggregate minimum lease
payments under non-cancellable operating leases for

factories and office premises are as follows:

# 2201146 H30H 1 7~ 16 A

15

REHE AR

AEERBENA R 2 BERBAZEYE
ZSETREMARRR N 2 SAERER
BABERAE

Group
AEE
30 June 31 December
2011 2010
201146H30H 2010912 831H
(Unaudited) (Audited)
(REER) (&%)
HK$’000 HK$’000
FER FHT
Not later than one year 1ER 7,149 6,931
In the second to fifth year FOFEFESFR 1,096 4,333
8,245 11,264

16 Contingent liabilities

The Group did not have any material contingent
liabilities at 30 June 2011 (31 December 2010: nil).

17 Related party transactions and balances

The Group entered into the following material
transactions 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 HEEm
and services

Interest received ICE R B

Rental paid SENEEk

AR 7%

16

17

RERE

M201146 A308 ' AEE YL B EKR
K ABE (2010612A31H &) -

BEBALRSRER

REAA AR BRI A THE1T T T 5B TE
ERRG:

(a) EXFEHEFESEXEEARAA
(TPEEFEEDAREH AR
ZERRS

Unaudited
REEXK
Six months ended 30 June
HZ6A308 LLNEA
2011 2010
201145 20104
HK$’000 HK$’000
TR FHT
40,513 33,206
269,323 148,752
466 10
247 180
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2011

17 Related party transactions and balances
(Continued)

(b) Significant balances with companies under
common control of CEC

AR S T IR I E R HTRE

# 2201146 H30H 1 7~ 16 A

)

17 BBALRSR&ER (

(b) EBXFEHEFREHEZERZATZ

Trade receivables B 5 RIE
Deposits TR

Trade payables B 2B HIE
Other payables L {h & < 3B

BEREH
30 June 31 December
2011 2010
2011%E6830H 2010%12A31H
(Unaudited) (Audited)
(REER) (&)
HK$’000 HK$'000
FHET FHAT
40,706 6,742
94,713 94,015
333,956 136,436
3,607 3,526

At 30 June 2011, deposits with companies
under common control of CEC yielded interest at
prevailing deposit interest rates, other balances
with related parties were unsecured and non-
interest bearing.

(c) Transactions and balances with an associate

Sales of products

MN201166A30E FHRRIXHEE T &
B R 2 A AR T 17 30OF R IR
S HA R A T ARABEERE

B o
o

(c) EHBEQARZXHREH

Unaudited
REEX
Six months ended 30 June

HZ6A30R LLNEA
2011 2010
201145 20104
HK$’000 HK$’000
TR FHET
29,904 12,684
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INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 20711 £ 220114F6H30H 1E 518 A
17 Related party transactions and balances 17 BBALTRZRERS (&)
(Continued)
(c) Transactions and balances with an associate (c) EMBEARZRIRELR (£)
(Continued)
30 June 31 December
2011 2010
2011%E6830H 2010%12A31H
(Unaudited) (Audited)
(RBER) (&)
HK$’000 HK$'000
FER FHT
Trade receivables B 5 EKEIE - 13,376
Other payables o < FRIB - 3,142
(d) Key management compensation d EEEBAEM:
Unaudited
RCEX
Six months ended 30 June
BZE6H30H LLAEA
2011 2010
20114 2010%F
HK$’000 HK$’000
FHExT FHT
Salaries, allowances and ¥ & £/ R E Y& F
benefits in kind 1,701 1,625
Contributions to RIRET B 4L
retirement schemes 52 42
1,753 1,667
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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 2011 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.

BREAAE

R B E R EBRE

BHEETEEERAERATNESE

(REIBHBIMA LR EFRELBLES
BRAA])

515

A BED (AT [#f)) 2 =55
BN E4Z20H M T HM B EFR - 1t
BBREANEETREFEEERAERA
A([EARDEEFRAR (ABIEE
[ |) 7201146 A30H # i A 47 &  HA
BEABREHZZA LNEAHES
M RR SRR ER  2ERER
RaEPRNADRER URTERG
BURBLE R HAL R - BB A RS
FIBARARES EMRARE st 5
MBERRENRE BANE A LHA
MEBGEARBER S ARG RMGH
BR G AR E345E [P IR E | -
BERAEZRAABREFBGTELSE
345% [ HIBI SRS | BB FIRZ S
B BER - HANEEZRERMD
EHUZETHMBEMELER X
BEREZEZGRERNERESSHE
BRIt 2 Sh A Bl At B Y e F I
ERARENATRERNEMALE £
SEREEMEE

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, 26 August 2011
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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 widely used in smart
cards such as identity cards, social security cards,
telecommunications cards and electronic payment
cards. Our products are also applied in wireless
local area networks (“WLAN”) and application
specific integrated circuits. For the six months
ended 30 June 2011, the Group has obtained 5
patents and registered 5 integrated circuits layout
designs.

Revenue for the six months ended 30 June 2011
amounted to HK$661.6 million, representing
an increase of 152% when comparing with the
corresponding period of last year. For the six
months ended 30 June 2011, sales of a number
of our main products recorded significant increase
when comparing with the corresponding period of
last year. In particular, sales of telecommunications
card chips increased by 280% to HK$203.5 million,
sales of social security card chips increased by
173% to HK$178.6 million, sales of public utility
card chips increased by 207% to HK$92.3 million
and sales of identity card chips increased by
73.2% to HK$75.6 million. During the period,
overall gross profit margin, still maintained at a
relatively high level, dropped 3.7% to 31.1% mainly
due to faster growth in lower gross profit margin
telecommunications card chips business than that
of the other smart card chips business.

Selling and marketing costs for the period were
HK$27.3 million. Despite sales volume for the
period has more than trebled when comparing
with the corresponding period of last year, selling
and marketing costs were effectively controlled
and recorded a moderate increase of 71.4% when
comparing with the corresponding period of last
year.

EEENRE DT

XBEE

AR EREHREHABENT
B2 5 R B R RIS - B AT
SEEFHER HERE BOBR
FREFXMNFEEEFEAAL A

FRBREKERER - #ZE201146A308
WEAREA AEBEEERESFSERE
P B B& hiz [B] 3% 51 & 52578 °

#H E201146 5308 1L/~ B & 4% A
REB1.6EBB T BREFRBPHEER
152% o 8 2201146 A30H (/<@ A -
ZEFTEERBEEREF R KIEE
R HA BE@BERNANEEERE
K280%E203.5B BB L EREFR
SHHEEERERI173%E178.6E &
B AREERCAMNBEEEERER
207%ERIFBEEIL MBI REH
HEE B ERIERIS2%ET5.68 &8
TeAREFNERRBENBEEBEROH
EBERREMEERTAERR  BR
BEEEFERTFEI.7% BIRFHE31.1%
K E =K T

HAHERTHERKANR2738E
BT -BEHEEEMEEFRAMN=
BZ BBBRBESKA BANHE R
™5 HE R AR £ F R B R &R T
71.4% °
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

Administrative expenses increased by 70.1% to
HK$33.2 million for the six months ended 30 June
2011. This was mainly attributable to the rising in
daily running costs and an increase of impairment
provision for trade receivables. Research and
development costs were HK$48.7 million in 2011
(2010: HK$36 million), which represented 7.4%
of the revenue for the six months ended 30 June
2011 (2010: 13.7%). Research and development
during the period primarily focused on the more
advanced electronic payment smart card and high
frequency RFID (‘radio frequency identification”)
chips products.

Government grants received increased by 35% to
HK$12 million for the six months ended 30 June
2011 resulted from more government subsidies for
research and development costs incurred in the
period.

For the six months ended 30 June 2011, the profit
attributable to shareholders of the Company was
HK$93.2 million (2010: HK$26.5 million), and the
basic earnings per share was HK5.51 cents (2010:
HK1.57 cents).

The Board does not recommend the payment of

interim dividend for the six months ended 30 June
2011 (2010: nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

Prospects

The PRC smart cards market will continue to
sustain a stable and rapid development trend.
In telecommunication field, with the popularity
of smart handsets and increase of mobile
value-added services, the demand for advance
telecommunications cards will significantly
increase; in financial field, the PRC EMV
migration (changeover from magnetic stripe card
to smart IC card for PRC banking cards) has
entered into the substantive acceleration stage;
in governmental field, the social security cards
are issued intensively and massively in various
provinces and municipalities; in transportation field,
with the upgrading and improvement of urban
public transportation, the expansion of coverage
of high speed railway and the increase in vehicle
penetration rate, the demands for all-purpose
payment cards, railway tickets and petrol payment
cards will also sustain a strong growth. We are
full of confidence that the Group can capture the
growth opportunities in the smart cards market
in the PRC and continue to maintain our leading
position in the industry.

Looking forward, the Group will continuously
increase the investment in research and
development, enhance the design standard
of smart card chips, strengthen the efforts in
operation management and cost control, explore
market application opportunities of smart cards
in various industries such as financial industry
and transportation industry, while consolidating
its dominant position in the social security cards
and identity cards market; and will actively seek to
initiate development in the related business areas.

EEENRE DT

RE
TREBRERTSEEERTRY RE
MBRBY - EEERE - HFHEEETH
WERNBEEERBNIES  SHE
BEERNBREREGABRBLA ES
AR - HEIEMVIBR (BISRTTRUCHE 1K
RAEEICRER) BEARE IR
B ERFEE HeREREESZET
RIRIRER R EN ERBE - BT
DA BT AR E - = R E L
EHHEA  TEEREMRT B R
i BRI R A R I R AT SR A R
R R - RIVRE  ARERERITLE
PREERERTHRIEREE  HERS
TR LML -

REARE  ANEETET AT EIZA
RAEERTHREAKE BICEZEE
BREKAESE S ZEELERER
MENBERTENES HRESE B
STEEAMS Y HERSRERH
EBAHRERMR -
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

The Group finances its operations primarily by
internal resources and short term bank loans.
At 30 June 2011, the Group had cash and cash
equivalents amounted to HK$304.1 million, 65%
of which was denominated in Renminbi, 0.4% in
Hong Kong dollars and 34.6% in United States
dollars (31 December 2010: HK$267.3 million,
74% of which was denominated in Renminbi,
22.3% in Hong Kong dollars and 3.7% in United
States dollars).

At 30 June 2011, the Group had unsecured
short term bank loans of HK$24 million, which
were denominated in Renminbi (31 December
2010: HK$23.5 million, which were denominated
in Renminbi). The bank loans were borrowed at
contracted fixed interest rate. At 30 June 2011,
committed banking facilities available to the Group
but not drawn amounted to HK$24 million. At 30
June 2011, the Group did not have any pledged
assets or guarantee (31 December 2010: 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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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review (Continueqd)

At 30 June 2011, the Group had net current
assets of HK$517.6 million (31 December 2010:
HK$423.7 million). The overall gearing ratio, which
is calculated as the total liabilities over total assets
of the Group, was 52.2% (31 December 2010:
44.9%).

At 30 June 2011, the Group did not have any
material capital commitments (31 December 2010:
nil) for the acquisition of fixed assets and intangible
assets. The Group did not have any material
contingent liabilities at 30 June 2011 (31 December
2010: nil).

Employee and Remuneration Policies

At 30 June 2011, the Group had approximately
290 employees, the majority of whom were based
in PRC. Employee benefit expenses during the
period were HK$48.3 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. The Company has in place
a share option scheme, pursuant to which share
options may be granted to selected personnel of
the Group, with a view to encouraging employees
to work towards enhancing the value of the Group.

EEENWR DT

B E R (&)

MR2011F6A30H  NEB R B & EF
EA517.6E BB (20106128318 :
423 7TEEBTL) EREAGELEX
(MAEENBEERNEEETE) A
52.2% (2010512 A31H : 44.9% ) °

M2011F6 8308  NEE s E E B FE
BENEVEEYETMEKRE AE
¥ (201012 A318 : £) - R201146
A30R AEBIETMEAKEEE
(20104128318 + &) -

BERFHMEBE

R201146H30H © A&EEEM#A1290%
EE  REHRHE AT BREE
BRAFXR48.3E BB

AEBEBINEBEAT REBEENE
2N IHEARENBERRRTER
BEHEFTE - B R AFHMBEREENIE )
REMAFT DERBELTELRBELE
5T 30 5E HE B AR - EAL R (b 2 H
TR F AR K fE 58 B R MEE -
N EEEERRERT -AARR

FERCHE T &) L AT M AN SR R TE A A
IRTREERE BNRIEESHNE
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OTHER INFORMATION

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

At 30 June 2011, 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

During the six months ended 30 June 2011, no
share option was granted under the share option
scheme adopted by the Company pursuant to
an ordinary resolution passed on 20 June 2002,
nor was any share option exercised, cancelled or
lapsed.

The Company had no outstanding share option at
1 January 2011 and 30 June 2011.
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OTHER INFORMATION

Directors’ Rights to Acquire Shares
or Debentures

At no time during the six months ended 30 June
2011 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.

Substantial Shareholders

At 30 June 2011, the register of substantial
shareholders maintained by the Company pursuant
to Section 336 of the SFO showed that the
following persons had notified the Company that
they had an interest of 5% or more in the issued
share capital of the Company:

EEZRERONES 2ER

REZE201166 8308 IEXEAAR AR
A~ H AR A 7] 3k H A BB A Rl sk
EHBRARTETLEMFEARRTES
SHESAZHEA (EER EMHEA)
A FEE AR A SR E R A B
ZRHNESMERZ T

FERR

#2011F6 A30H « IRIEFH K HAE &S]
E336IEANA RIBET 2 EEREELM
iR FOIIALTEMERRBHREREE
AR BB BEITIRAS%IIA £ 2 S

Number or
attributable
number of
shares interested Percentage of
BAEDEN shareholding
Name of interested party FEREEER RAEE ERESL
China Electronics Corporation China Electronics Corporation 812,500,000 48.03%
(BVI) Holdings Company (BVI) Holdings Company
Limited (“CEC (BVI)") Limited ([CEC (BV))J)
China Integrated Circuit Design FEEREKERRHE 393,680,000 23.27%
Corp., Ltd (“China Huada’) BRAR ([FEEK])
China Electronics Corporation Limited FREETEEEXEEER 1,206,180,000 71.30%
(“CEC’) (Notes 1 and 2) AR ([HHETFEE])
(Hi1k2)
SDIC High-Tech Investment Co., Ltd BRaNREEBERAR 393,680,000 23.27%
(Note 1) (HiE1)
The State Development and Investment RABBERR (f5#1) 393,680,000 23.27%

Corporation (Note 1)
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OTHER INFORMATION

Substantial Shareholders (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 2011, 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 of substantial shareholders
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
2011.

Corporate Governance Practices

The Company has applied the principles and
complied with all the applicable code provisions
of the Code on Corporate Governance Practices
as set out in Appendix 14 to the Listing Rules
throughout the six months ended 30 June 2011.

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 2011.

Audit Committee

The audit committee comprises three independent
non-executive directors, namely Mr. Chan Kay
Cheung, Mr. Wong Po Yan and Mr. Yin Yongli.
The audit committee has reviewed the accounting
principles and policies adopted by the Group
and discussed the Group’s internal controls and
financial reporting matters with the management.
The audit committee has reviewed the unaudited
condensed consolidated interim financial
information of the Group for the six months ended
30 June 2011.
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Directors’ Particulars

Changes in particulars of the directors of the
Company are set out as follows:

1. Mr. Zhao Guiwu was appointed the vice
chairman of Shanghai Huahong (Group) Co.,
Ltd and a director of Shanghai Huahong NEC
Electronics Company Ltd in July 2011. Mr.
Zhao Guiwu ceased to be the chairman of
Beijing Huahong IC Design Co., Ltd in June
2011.

2. Mr. Yin Yongli ceased to be an independent

supervisor of Sinopec Shanghai Petrochemical
Company Limited in June 2011.

By Order of the Board

Rui Xiaowu
Chairman

Hong Kong, 26 August 2011
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