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The board of directors (the “Board”) of China Electronics H B EFEFZERAR AT ([ARF])
Corporation Holdings Company Limited (the “Company’) EE@ ([EFH2|) ZIE2HA FRLE
hereby presents the unaudited condensed consolidated interim ~ Ff B2 7 ([ANEE |) & Z2010E6A30
results of the Company and its subsidiaries (the “Group”) — HIEA(AAMAREEZERGERHEE
for the six months ended 30 June 2010 together with the — EFHLEEFM T
comparative figures as follows:
CONDENSED CONSOLIDATED INTERIM INCOME ~ BFI&GR & il &
STATEMENT \ ‘
FOR THE SIX MONTHS ENDED 30 JUNE 2010 EHZ2010F6 530H L7165
Unaudited
RBER
Six months ended 30 June
HZ6A30H1LAEA
2010 2009
20105 20094F
Note HK$'000 HKS'000
123 TR T
(Restated)
(23)
Continuing operations BELE XK
Revenue 'ON & 262,998 267,506
Cost of sales HEMA 6 (171,525) (174,948)
Gross profit ER 91,473 92,558
Other gains — net Hibla — 55 4 8,980 13,446
Selling and marketing costs SHE RMIGHERRK A 6 (15,915) (6,051)
Administrative expenses TBAX 6 (54,683) (53,134)
Operating profit "R 29,855 46,819
Finance income — net BMEKA — 35 5 529 657
Profit before income tax BRETEH ADE R 30,384 47,476
Income tax expense FrfsBiF % 7 (3,886) (8,045)
Profit for the period from BERE ¥R
continuing operations HAREA 26,498 39,431
Discontinued operation BAILGE 22K
Loss for the period from BRI EK7
discontinued operation HRNER 8 - (91,320
Profit/(Loss) for the period ArEd /(EE) 26,498 (51,889)
Attributable to: BER
— Shareholders of the Company — RARBRE 26,498 (46,370)
— Minority interests — DERRE - (5,519)
26,498 (51,889)
HK cents HK cents
il Bl
Earnings/(Loss) per share SREF/(FB) 9
From continuing and discontinued ~— RHELRE |2 242 R4
operations £
— Basic = 1.57 (3.14)
— Diluted = 1.57
From continuing operations BELE ¥
— Basic —-&EK 1.57 1.61
— Diluted - B35 1.57 1.61
Dividends BE 10 - -
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CONDENSED CONSOLIDATED INTERIM %Eﬁ,ﬁ:éqﬂﬁéﬁu&éﬁ
STATEMENT OF COMPREHENSIVE INCOME
FOR THE SIX MONTHS ENDED 30 JUNE 2010 EZ2010F6 H50A 1~ 165
Unaudited
RIBER
Six months ended 30 June
HZ6A30HE~EA
2010 2009
20104 2009%F
HK$°000 HK$’'000
TET THT
(Restated)
(Z31)
Profit/(Loss) for the period HRER /(E8) 26,498 (51,889)
Other comprehensive income for HREMb2E K
the period:
Exchange differences on translation G/ E#8 B #)
of financial statements of i =
foreign operations 2,017 (2,415)
Total comprehensive income Br2EREARE
for the period 28,515 (54,304)
Attributable to: BER
— Shareholders of the Company o YNNG 28,515 (48,777)
— Minority interests - LERE - (5,527)
28,515 (54,304)
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CONDENSED CONSOLIDATED INTERIM BRSSP HEEEER
BALANCE SHEET
AT 30 JUNE 2010 R2010F6H50H
30 June 31 December
2010 2009
201068308 2009F12A31H
(Unaudited) (Audited)
(RISER) (L&)
Note HK$’000 HK$'000
i3 TER THT
ASSETS BE
Non-current assets FRBEE
Property, plant and equipment mE - BER&E 11 21,719 22,334
Intangible assets B EE 11 7,725 3,984
Deferred taxation assets EEMBEE 14,013 12,921
Interests in an associate NN 3 748 74
Available-for-sale financial assets EHESREE 2,293 2,271
46,498 42,251
Current assets RBEE
Inventories &E 168,325 84,610
Trade and other receivables Z S REM BRI 12 273,807 208,509
Cash and cash equivalents ReRREEEY 334,291 397,420
776,423 690,539
Total assets BEAR 822,921 732,790
EQUITY 5
Capital and reserves attributable A FRREN
to the Company’s shareholders BARFEE
Issued equity BB TR 13 889,171 889,171
Other reserves Hithf s 14 (344,825) (346,842)
Accumulated losses 2 EE (111,502) (138,000)
Total equity EREHE 432,844 404,329
LIABILITIES af
Current liabilities RBEE
Trade and other payables B 5 REMERFE 15 367,151 305,746
Short term bank loans RERITER 22,926 22,715
Total liabilities AEAE 390,077 328,461
Total equity and liabilities ERREELE 822,921 732,790
Net current assets REBEEFE 386,346 362,078
Total assets less current liabilities BEERABEE 432,844 404,329
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CONDENSED CONSOLIDATED INTERIM BRSSP HRRBEHR
STATEMENT OF CHANGES IN EQUITY
FOR THE SIX MONTHS ENDED 30 JUNE 2010 ELZ2010F6H30H 1E 185
Unaudited
AEEH
Attributable to shareholders of the Company
EARARRERE
Retained
earnings/
Issued Other (accumulated Minority Total
equity  reserves losses) Total interests equity
BES RERA / 2%
kg HiRE (ZHESR) A RRER ERHE
HKS'000  HKS000  HKS000  HKS'000 HK$'000 HKS'000
T T Thr T T TET
At 1 January 2009, 12009%151R
as previously reported (M fRE) 310,074 756 (185,324) 262,506 21102 283,608
Merger of Huada Electronics
(Note 1) HERETAH (W1 38249 (282959 101279 176,569 96,124 212,693
At 1 January 2009, #2009%151R
as restated (83) 728323 (05203 (84045 439075 117,226 556,301
Dividends payable by EREFRUENEN
Huada Electronics before i)
acquisition - - (99,120) (99,120) (63,960)  (153,00)
Share options lapsed BAMERE = 252) 25 - - -
Totel comprehensive income. RS ANAEE
for the period - (2.40) (46,370) (48,777 (5,521 (54,30)
At 30 June 2009, as restated 74200956 A30H (E5)) 78323 (07862  (229283) 291,178 57,739 348917
At1 January 2010 R201051A1A 889,171 (346,842)  (138,000) 404329 - a3
Tota comprehensive income. AR ENEEE
for the period - 2017 26,498 28515 - 28515
At 30 June 2010 R201056A308 889,171 (344825 (111500 432,80 - I8
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CONDENSED CONSOLIDATED INTERIM HRGETHRSRE
CASH FLOW STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2010 B 220106 A50A 1F 7~ 165
Unaudited
RICEY
Six months ended 30 June
HZ6H30HEEA
2010 2009
20105 2009F
HK$’000 HK$'000
TR TR
(Restated)
(&%)
Net cash used in operating activities REEHFAZREFE (56,792) (23,352)
Net cash used in investing activities REZHMACRE TR (7,635) (7,279)
Net cash generated from financing activities ~Bi& EEFTE £ 23 & 558 - 10,094
Effect on foreign exchange rate changes Bk e 7 5@ 1,298 274
Net decrease in cash and ReRASEENRY
cash equivalents B8 (63,129) (20,263)
Cash and cash equivalents at 1 January R1A1BZEE
KIREEEY 397,420 560,164
Cash and cash equivalents at 30 June R6A30BZH%E
RELEEN 334,291 539,901
Analysis of balances of cash and ReRBLEENZ
cash equivalents: - PR i
Cash and bank balances Re RRITHEH 334,291 539,901
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 20710

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 (“Listing
Rules”) 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 2009, which have
been prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRS”).

On 20 June 2008, the Company entered into agreements with
the then shareholders of CEC Huada Electronic Design Co., Ltd.
(“Huada Electronics”) for the acquisition of the entire equity
interests of Huada Electronics (“Huada Acquisition”). Huada
Electronics is primarily engaged in the design, research and
development and sale of integrated circuits. Completion of
the Huada Acquisition took place on 9 September 2009 and
Huada Electronics has become a wholly-owned subsidiary of
the Company.

Prior to the Huada Acquisition, Huada Electronics was owned
as to 64.75% by China Integrated Circuit Design Corp., Ltd.
(“China Huada”) which in turn is owned as to 50% by each of
China Electronics Corporation Limited (“CEC”) and The State
Development and Investment Corporation (“SDIC”). Both CEC
and SDIC are state-owned enterprises and controlled by State-
owned Assets Supervision and Administration Commission of the
State Council. The Company applies the principles of merger
accounting, as prescribed in Hong Kong Accounting Guideline
5 “Merger Accounting for Common Control Combinations”
(“HKAG 5”) issued by the Hong Kong Institute of Certified Public
Accountants, in accounting for the Huada Acquisition. Financial
statements of Huada Electronics have been included in the
condensed consolidated interim financial information of the
Company for the six months ended 30 June 2009, as if the
acquisition had occurred at the previous balance sheet dates
presented. Comparative figures at 30 June 2009 and for the six
months period then ended have been restated on such basis.

BRGRE TR BER M

EZ22010F6 HA30H 1F 165

1

RREE

ﬁﬁﬂﬂ,m/*ﬂ?ﬂ%ﬁﬁﬂ&ﬁﬂmﬁﬁé Bax
SRERARZESR LR ([ EmHA)
Bﬁfﬁd6?&%22%@%%%*%&&%%%@%%
REBRMzEAGNEL (BB E
A1) 345 [ BB |ME | 2 RE MR
o

Mﬁﬂﬂ,ﬂt}:ﬁ;ﬁﬁﬂ%éﬂﬁgﬂ$ﬁlﬁ
ERREREER ([BAYBREE

EUH) 3 2 EZ2009F12A318 IEFE

ZEEEHRE —GEE -

12008564200 + AAREIL FHEEK
BT EREA AR ([EAET)) BB
2BV BB EAE T 2 A E
w ([EXKE]) - EXEFEEREERK
BR & ﬁﬁéﬁ‘&%ﬁoiﬂﬁzﬂﬁlﬁﬂ
200959R9B TRk EAEFKALA
ZEENBAR

REAUBERN - EABFATEEAR
RERRHRMERAD (FRER)) 5

EEI64 75%2 st » TP EEAR B E
FEREXEEFRAR (FEETE

lD&!%ﬁ%&é 7ﬂl%ﬁ§&ﬁ
RF]) BEFHAWESR - MTEETEE
FEFRAERA R RAEKREFEE
EEEEZE RN BALE - ARAY
FANBEERET S RER %%éﬁ@
?%“@%%ZE% FECEIE ARG

EH ez atratil(BEE uﬂaﬁ\%s
ﬂ)ﬁfﬁ_z/\% ﬂ?%% B 207

HFE T AR A FHE2009F6 A30H 1L
HAZEHAEGATEEBEHN  BNkES
HEREH2FICEERERASEE - 1
200966 A30F RBEZ B L E A 2
HEHFERLEES] -
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2010

1

10

Basis of preparation (continued)

On 9 November 2009, the Company entered into a sale and
purchase agreement with P-Marshall Hong Kong Limited and
Shenzhen SED Electronics Group Co., Ltd. for the disposal of the
entire issued share capital of Sang Fei (BVI) Company Limited
(“Sang Fei (BVI)") for a cash consideration of HK$10 million. Sang
Fei (BVI)’s principal asset is the holding of 65% equity interest in
Shenzhen Sang Fei Consumer Communications Company Limited
(“Sang Fei"). The disposal was completed on 29 December 2009.
The principal activities of Sang Fei are the manufacturing and sale
of mobile handsets and other portable electronics products.

Following completion of the disposal of Sang Fei (BVI), Huada
Electronics is the principal operating subsidiary of the Company
and the principal activities of the Group are the design, research
and development and sale of integrated circuits.

The effects arising from the common control combination and the
disposal of Sang Fei (BVI) and its subsidiaries on the condensed
consolidated interim income statement and the condensed
consolidated interim cash flow statement for the six months
ended 30 June 2009 are summarised as follows:

BRGRE PR BER M

EZ22010F6 HA30H 1F <165

1

BREE (Z)

R2009F11A9H + & A & EP-Marshal
Hong Kong Limited & FEEETEE S
BRAREIE &R - HESang Fei (BV)
Company Limited ([ SIEBV))]) 2 ZEBEE
A - BEREAI0BEET ° £3FBV)
ZEIBEEARAFREEEREERA
7] ([R3]) 65%M A% - (HESHER
200912 A20A e - REZEBEER
B RHERDBERE N TFRETER °

REFFBVIHESATHIE - EAETHA
%EWZE‘E%EW%QE  AEERTR

S
FBRENER 2R TEREE -

DAL 3K R & 0F B H B RIEBVI R E
it 8 A "I 5B 2200946 A30H L7 18 A
ZBRG AR RR R EREaT RS

MERZTE :

Amount Merger of  Disposal of
previously Huada Sang Fei
reported  Electronics (BVI) Restated
NEgELy HEAET HERE
&8 At (BVI) 2]
HK$'000 HK$'000 HK$'000 HK$'000
THT THT THT THT
(1) 2
(i)  The condensed (i) #EZ200956H30
consolidated interim AL {EA 25
income statement for the BEPHRER
six months ended
30 June 2009:
Continuing operations: HELSE v EK
Revenue WA 877,883 267,506 (877,883) 267,506
Profit for the period from BHECE 7 ¥
continuing operations 2 HRER (96,096) 44,207 91,320 39,431
Discontinued operation: BRLERE XK
Loss for the period from discontinued B4R F R4 7 #7627 B3R
operation (Note 8) B (H1:28) - - (91,320) (91,320)
Loss for the period BREE (96,096) 44,207 - (51,889)
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EZ22010F6 HA30H 1F <165

NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2010

1  Basis of preparation (continued) 1 REEE(E)
Amount Merger of
previously Huada
reported Electronics Restated
NERE LS HEAET
&8 aft 2]
HK$ 000 HK$'000 HK$'000
THT THET THAT
(1)

(ii)  The condensed (i) EZ2009F68
consolidated interim 30ALAEAZ
cash flow statement L
for the six months ended REMER:

30 June 2009:
Net cash (used in)/generated from mEE (FiA)/EE
operating activities ZBeFE 11,720 (35,072) (23,352)
Net cash used in investing activities REFHMACHLFR (6,549) (730) (7,279)
Net cash (used in)/generated from REEH (FR)/ EE
financing activities 2HREFE 87,145 (77,051) 10,094

(1) The financial information of Huada Electronics for the (1) EAREFHZ2009F6H30H L/ &
six months ended 30 June 2009 are included using the AZBsER BT&KF@J:?LTL%E‘ 25
principles of merger accounting as prescribed in HKAG 5 BaIESRAMAEZ AT RIE
as stated above. i)

(2) The revenue and loss related to the operating result of Sang (2) HEREFFBVI)RERBERREZ2009F
Fei (BVI) and its subsidiaries for the six months ended 30 6A30R IE /A fE A& X E1ER 2
June 2009 are presented under “loss from discontinued ARER - E%Eﬁ—éfﬁﬁ BiRE &R
operation” as required by HKFRS 5. FSRBMEIIEBRIELE XKL

Bl RE -

11
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2010

2

12

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 2009.
In 2010, the Group has adopted the following new standards and
amendments to existing standards below, which are relevant to
its operations and effective for the accounting period beginning
on 1 January 2010. Adoption of such standards did not have any
significant effect on results or financial position of the Group for
the current period.

HKAS 27 (Revised) Consolidated and Separate

Financial Statements
HKAS 39 (Amendment) Financial Instruments: Recognition
and Measurement —
Eligible Hedged Items
HKFRS 2 (Amendment) Share-based Payment — Group
Cash-settled Share-based
Payment Transactions

HKFRS 3 (Revised) Business Combinations

Annual Improvements Improvements to HKFRSs 2009

Project

Other than the early adoption of HKAS 24 (Revised) “Related
Party Transactions” which is effective from 1 January 2011, the
Group did not early adopt any of the new or revised standards,
amendments to standards and interpretations to existing standards
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.

BRGRE PR BER M

EZ22010F6 HA30H 1F <165
2 TESHNE
BTSN - FEMRAGA BRI BE

BEARANERRAREASEEE
2009F12A31R L FE 2 FE KK
FiRE—% - £2010% - AEBDHFHT
FIEE R AR EN2010F1 1Bz &
ﬁﬁﬁfﬁixﬁ(zsﬁm&ﬁu BEITMAFE
8l - RpZ LTS HAEBR LM

% &M?#ﬁ%ﬁi % B
BREE BHMBRRNEL
F275% (B3] FBHR

BRgEA SRTE : RN
F39%% ({577 —AERER
A
BEMBREED  ARMEAZMH
F 25 (B7]) —SENRHE
B2 AR
RS
BRMBASER  LRAH

F35% (1£7])
FEBERA BEMBREER 2
2009

BR AR ?“’mmonﬁ A1BRERZEE
S ERIE24% (BA]) [BEALHE]
Oh o REB ERA MW%‘% .#Eﬂif“
BB AR ERZ EAFT S AE BT
Bl ERIZ B ARERBEUZRE -
EEERAEET AR SETHASEE

BRRARRRA 2
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

3

(@)

BRGRE PR BER M

FOR THE SIX MONTHS ENDED 30 JUNE 2010 EZE2010F6H30H 17164
Revenue and segment information 3 WARAHER
Revenue (a) WA
Unaudited
REER
Six months ended 30 June
HZ6A30ALAEA
2010 2009
20105 20094
HK$’000 HK$’000
TR THT
(Restated)
(E51)
Continuing operations BECE oK
Integrated circuits products ERERER 262,998 267,506
Discontinued operation BRIEZSEZEK
“Philips’ mobile handsets Philips@iE% B E - 455,317
Own-branded and other ODM/EMS B4 miE R EODM/EMS
mobile handsets BEEZ - 209,682
Multi-media players %I EE R Uk - 212,884
- 877,883

(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 continuing operations
are operated and managed as a single segment, accordingly
no segment information is presented for the continuing
operations.

The Group’s discontinued operation has three reportable
operating segments: “Philips” mobile handsets, own-
branded and other ODM/EMS mobile handsets and multi-
media players. Management assesses the performance of
the operating segments based on segment results, which
is measured by revenues and related material costs and
contributable expenses. Segment information is reported in
a manner consistent with that provided to the chief operating
decision maker for decision making.

(b) EEDH

ERECRBES (TELEREE)

BEMEFERERARD
MRS - BEEENH

ESRARRRL R
E—NHEeRER  HE
IRy 2K AEER o

AEEZEREEE ¥
WEESE : PhilipsihiB®

YEERA

ZEBIA

RERHE

F=@2
HE -

B Mg & EmODM/EMSE &) B 5

&yﬁh%W% BEEER

AEEELHERR - ol
@Mﬂﬁ$&ﬁ%ﬁiﬁ§
#ez2 ﬁﬁtﬁk SIET
EREARZOHER B

b GEES
WA R A8
/‘\ﬂgé
BERE

13
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NOTES TO THE CONDENSED CONSOLIDATED fB4RE H HI B I & R Kzt
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2010 EZE2010F6H30H 17164
3 Revenue and segment information (continued) 3 WARAHER (&)
(b) Operating segments (continued) (b) EEAH (£)
As the discontinued operation has been disposed in ARB&IHEE 7 ¥HKEER2009F 12
December 2009, segment results and reconciliation to loss A&« REZFHZE2009F6A30
from discontinued operation are only presented for the six BUEAEAERERE 2EB 2D
months ended 30 June 2009 and as follows: EEREBZHRENT
Unaudited
REER
Own-branded and
“Philips” mobile  other ODM/EMS Multi-media
handsets  mobile handsets players Total
HERER
Philips  EftODM/EMS
mEBBER BEERE  SERERH &t

Six months ended  Six months ended Six months ended Six months ended
30 June 2009 30 June 2009 30 June 2009 30 June 2009
B ZE2009F HZ2009% HZE2009F HZ2009F

6830H 6H30H 6A30H 6830H
LB A 1k~ MEA 1EAEA 1EXEA
HK$'000 HK$'000 HK$'000 HK$'000
FTHT BT FET THT
Revenue WA 455,317 209,682 212,884 877,883
Segment results DEEE (761) (9,337) 5,636 (4,462)
Other losses — net HfEiE — 358 (8,574)
Unallocated costs AP (67,068)
Operating loss WEEE (80,104)
Finance costs - net BMEKAK — F8 (11,216)
Loss before income tax  BRFTS Al 518 (91,320)
Income tax credit FifsBiE R -
Loss for the period HREE (91,320)
Attributable to: BER :
~ Shareholders of — ARRRE
the Company (70,218)
~ Minority interests - LEBRR (21,102)
(91,320)
All segment revenues were from external customers and FESHBRATIREHE FHRE
there was no inter-segment sales during the six months £+ 200946 A30H (E A A H\EWI
ended 30 June 2009. Unallocated costs consist primarily BERBZRABEE - KOEKEAEE
of selling and marketing costs and administrative expenses, BMEEED DS REEERT i’fﬂﬁ
which contribute to all operating segments. BRARMTHAS

14
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NOTES TO THE CONDENSED CONSOLIDATED fBR4RE  H B I & R Kt zE
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2010 EZE2010F6H30H 17164
3 Revenue and segment information (continued) 3 WARDSBER (&)
(b) Operating segments (continued) (b) EESH(£)
The revenues by location are as follows: BHRABZRANT
Unaudited
REER
Six months ended 30 June
BZE6A30H L~EA
2010 2009
2010 2009%
HK$’000 HK$'000
THEx THT
(Restated)
(E51)
Continuing operations RERE 2B
Mainland China B A RE 262,998 267,506
Discontinued operation BRLRE XK
Mainland China A e - 331,774
Hong Kong Bt - 308,526
Europe BUM - 170,726
Asia excluding Mainland China and T (FeE
Hong Kong HEAERER) - 46,787
North America JEEM - 20,070
- 877,883
Total non-current assets by location are as follows: BB E EREEELENT -
30 June 31 December
2010 2009
201056 A30H 2009%12HA31H
(Unaudited) (Audited)
(REER) (8E%)
HK$’000 HK$'000
TET THT
Mainland China B ARE 32,351 29,112
Hong Kong B 134 218
32,485 29,330
Deferred taxation assets EEHEEE 14,013 12,921
Total non-current assets per RIZRBERRRYZ
consolidated balance sheets FRBEELSE 46,498 42,251
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BRGRE PR BER M

FOR THE SIX MONTHS ENDED 30 JUNE 2010 EZE2010F6H30H 17164
4  Other gains — net 4 Hinlis - 38
Unaudited
REER
Six months ended 30 June
BZE6A30HL~EA
2010 2009
2010 2009F
HK$’000 HK$’'000
TR THT
(Restated)
(E51)
Government grants B 8,954 13,327
Share of profit of the associate MBS A R 7 144
Others Hity 19 (25)
8,980 13,446
5 Finance income — net 5 RBEWA-Z4E
Unaudited
REER
Six months ended 30 June
HZ6A30ALAMEA
2010 2009
20105 2009F
HK$’000 HK$’'000
TR THT
(Restated)
(E51)
Interest income on short term REERFEHRA
deposits 1,150 1,928
Interest on bank loans RITERFIE (621) (1,271)
529 657
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FOR THE SIX MONTHS ENDED 30 JUNE 2010 EZE2010F6H30H 17164
6  Profit before taxation 6 BR¥ANER
The Group’s profit before taxation has been arrived at after AEEZBRE AR Mk :
charging:
Unaudited
REER
Six months ended 30 June
BZE6A30HL~EA
2010 2009
2010%F 2009F
HK$’000 HK$’'000
FHT TAT
(Restated)
(E51)
Depreciation of property, plant and 0¥ BERRENE (HiE11)
equipment (Note 11) 3,882 3,069
Amortisation of intangible assets EVEERE (H11)
(Note 11) 2,033 644
Written down of inventories to MAFEZTEREE
net realisable value 514 1,663
Impairment provision for receivables FEUGHIE 2 R B R 904 =
Auditor’s remuneration Gl 344 400
Operating lease expenses on MERBHEEERER S
property and equipment 3,838 2,091
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18

Income tax expense

BRGRE PR BER M

EZ22010F6 HA30H 1F <165
7 FBHEX

Unaudited
REBH
Six months ended 30 June

HZ6A30H1LAEA
2010 2009
2010% 2009F
HK$’000 HK$’'000
FHT TET
(Restated)
(E31)

Current taxation AHREHE

— PRC enterprise income tax — REREREH 4,852 7,640
Deferred taxation EIERIE (966) 405
3,886 8,045
(a) No provision for profits tax in Bermuda and Hong Kong has @) BRASEREZ201066H30A Ik

been made as the Group has no assessable profit in these
jurisdictions for the six months ended 30 June 2010 (2009:
nil).

In accordance with the enterprise income tax laws in the
PRC, Huada Electronics’ applicable statutory tax rate is 25%
from 1 January 2008. However, as Huada Electronics was
certified as a high/new technology enterprise established
in Beijing New Technology Industry Development Zone in
the PRC in December 2008, the tax authorities approved
Huada Electronics a 15% preferential tax rate which took
effect from 1 January 2008.

ANEARBEREN BB L ERERDTE
Mo B ERZFREER G
BifEit s (20005 : &) -

BERECERERHE  EAETFA
2008F1A1BEZEAATCHEA
25% ° AT FA2008F 12 EAE
T HETE AR A B R T A
EXFARERENSMERCER
REERHAEZERETZHI5%2E
BHRE - B H20085F1 A1 LA -
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8

Discontinued operation

On 9 November 2009, the Company entered into a sale and
purchase agreement with P-Marshall Hong Kong Limited and
Shenzhen SED Electronics Group Co., Ltd. for the disposal of
the entire issued share capital of Sang Fei (BVI) for a cash
consideration of HK$10 million. Sang Fei (BVI)'s principal asset
is the holding of 65% equity interest in Sang Fei. Sang Fei
engages in the manufacturing and sale of mobile handsets and
other portable electronics products. The disposal was completed
on 29 December 2009.

The operating loss of Sang Fei (BVI) and its subsidiaries for the
six months ended 30 June 2009 amounted to HK$91,320,000
has been included in the loss from discontinued operation of the
Group for the six months ended 30 June 2009. Note 3 sets out
details of the operating results of the discontinued operation for
the six months ended 30 June 2009.

BRGRE PR BER M

EZ22010F6 HA30H 1F <165
8 DRIBEZEE

2009411 A9H + A A 7] EP-Marshall
Hong Kong Limited &k #IIFEET 5
BERARGIVEE R  HERFBVIZ
2HERTREA BeREBEBI0EER
Lo RFEBVIZEZEEARFEERIE6%
BRAER - RINSHERHERDEE
REMFRETER ° (HESHEEMN2009
F12R29B 52K °

H 2200946308 Lt~ {8 A 2 £3E[BVI)
REHE R B2 5% E51591,320,000% 7T
Bt AR E B # E2009%6 308 175 1@
AZBRIEEEZEBZERA - M3
#55EE 200956 A308 LA EA Z
BIRILIEE 2 355 2 I8 S A o
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INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2010 EZE2010F6H30H 17164
9  Earnings/(Loss) per share 9 EBREF/(F#E)
The calculation of the basic and diluted earnings/(loss) per share FREARBEERA /(BR) HRET5
is based on the following data: HEHE
Unaudited
REBH
Six months ended 30 June
HZ6A30ALAMEA
2010 2009
2010% 2009F
HK$’000 HK$’'000
Fax TAT
(Restated)
(E51)
Continuing operations BESE XK
Profit for the period from continuing ARRRRIERS
operations attributable to RELE 2
shareholders of the Company B EARREF 26,498 23,848
Weighted average number of ordinary RN EBRERR
shares for the purposes of basic and BERA 2 ERR
diluted earnings per share IETHHE 1,691,560,000 1,477,240,000
Basic/diluted earnings per share FRER /EFRF
(HK cents) () 1.57 1.61
Discontinued operation BRIERE £
(Loss) for the period from ARARRIERS
discontinued operation attributable BRIEEE
to shareholders of the Company (B8N (B8) - (70,218)
Weighted average number of ordinary R EBREARR
shares for the purposes of basic and BE (B8 2Bk
diluted (loss) per share MEFHEE 1,691,560,000 1,477,240,000
Basic/diluted (loss) BRER /B8
per share (HK cents) (B18) (80) - (4.75)
Continuing and discontinued BEREREALRE
operations ZEK
Profit/(loss) for the period attributable to KARRREEZ
shareholders of the Company BREF/(E8) 26,498 (46,370)
Weighted average number of ordinary RAGEEREARR
shares for the purposes of basic and BERN/(BE)
diluted earnings/(loss) per share LERMETHHE 1,691,560,000 1,477,240,000
Basic/diluted earnings/(loss) FRER /#%
per share (HK cents) &/ (B18) (L) 1.57 (3.14)
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INTERIM FINANCIAL INFORMATION
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9  Earnings/(Loss) per share (continued)

(@

On 9 September 2009, 608,000,000 shares were allotted
and issued to the then shareholders of Huada Electronics
as consideration shares upon the completion of the Huada
Acquisition. The 393,680,000 shares issued to China Huada
are presented as if they had always been issued using the
principles of merger accounting as prescribed in HKAG 5
(Note 1).

Impact of exercise of share options are not included in the
calculation of diluted earnings/(loss) per share because their
exercise would result in an increase in earnings per share
and a decrease in loss per share respectively and are anti-
dilutive. Therefore, the basic and diluted earnings/(loss) per
share for the six months ended 30 June 2010 and for the
six months ended 30 June 2009 are the same.

10 Dividends

The Board does not recommend the payment of an interim
dividend for the six months ended 30 June 2010 (2009: nil).

BRGRE PR BER M

EZ22010F6 HA30H 1F <165
SRER/(F8B)(£)

9

10

(a)

BRE

R2009F9 A9R EARETAM % « A
ARERERZEAETRRARER
£47608,000,0000% % 17 {E & ¥ (B %
13 o 174 BIE X 2393,680,000
BRI EIRB B TR B AR
EZAHERE  E2IBRAR
BB (H1) -

R TEERIES S NERAF R
PERER RHOTFEEREAGR
BNk RETEEREERT
(BB B YESTEERECYE
AEER - Bl - E#ZE201056A830
B 1k~ 18 A 200946 A30H IE7< 1A
Az BREAREERF /(BE)
MR o

EEETEBRNEZ2010F6A308 Lk
ANMEAZHERR 2 (2009 : &) o
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NOTES TO THE CONDENSED CONSOLIDATED fHBR4RE F Hi B 15 & R Kzt
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2010 B Z2010F6H30H 1E 165
11  Property, plant and equipment and intangible assets 1 Y% BERREANEFEE
Property,
plant and Intangible
equipment assets Total
nE - BE
P& EREE At

(Unaudited) (Unaudited) (Unaudited)
(REER) (REERK) (REER)

HK$'000 HK$'000 HK$'000
T THT THT
Opening net book amount R200951A1H
at 1 January 2009, as restated 2 HREFE (E5]) 68,080 18,495 86,575
Exchange differences ExER 50 13 63
Additions NE 8,842 1,004 9,846
Disposals & (70) = (70)
Depreciation/amortisation charge WE /H#E% (15,259) (3,967) (19,226)
Closing net book amount R2009%6A30H
at 30 June 2009, as restated ZEBARRETE (F5) 61,643 15,545 77,188
Opening net book amount ®2010F1 7818
at 1 January 2010 ZBNREFE 22,334 3,984 26,318
Exchange differences EHES 198 58 256
Additions NE 3,069 5,716 8,785
Depreciation/amortisation charge WE /E#m% (3,882) (2,033) (5,915)
Closing net book amount 2010564 30H
at 30 June 2010 ZEBRREFE 21,719 7,725 29,444
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INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 20710

12 Trade and other receivables

The majority of the Group’s sales are with credit terms of
30 to 135 days. Included in trade and other receivables are
trade receivables of HK$267,971,000 (31 December 2009:
HK$198,158,000) and their ageing analysis is as follows:

ARSI BER M

EZ22010F6 H30H 1F 1605

12 BSZREMERRE

AEBZHERB R ZEEHANAE
1350 - EH REMERTEREE 5k
U 7 78267,971,0007% 7T (2009412 A 31

H : 198,158,000% T) - H &k H T {0

T
30 June 31 December
2010 2009
2010%6 5300 2009F12A31H
(Unaudited) (Audited)
(REER) (&%)
HK$’000 HK$'000
TET TET
Current to 30 days 30HA 191,275 116,021
31-60 days 31HZ60H 38,826 21,422
Over 60 days and within 1 year B0RA M ERIER 33,998 54,614
Over 1 year 1EA £ 3,872 6,101
267,971 198,158
13 Issued equity 13 CRTER

30 June 31 December
2010 2009
2010%6A30H 2009412A31H
(Unaudited) (Audited)
(REER) (&%)
HK$’000 HK$'000
FET T

1,691,560,000 ordinary shares of 1,691,560,0008%
HK$0.01 each SIREE.01ETZ LB 889,171 889,171
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FOR THE SIX MONTHS ENDED 30 JUNE 2010 BZ2010F6H30H 1L 7164
14 Other reserves 14 Hitf#E
Share
Capital Surplus option Translation Merger Other
reserve  feserve  reserve  feserve  reserve  reserve Total
EXiE BHREE BRERE EXRE SHRE HtREE fit
(Note (a))
(Hiitte)
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK§'000  HK$'000
Thr TaAr TEr  FAx  TEr  TAr  TEn
At 1 January 2009, #2009%151A
as previously reported (MEAERTRE) (1,806) 33,325 7,141 39,096 - - 71,756
Merger of Huada Electronics BERETAH
(Note 1) (K1) 930 16,309 - 21,407 (327,605) - (282,959
At1 January 2009, as restated 74200951818 (E5) (876) 49,634 7,141 66503 (327,605) - (205.203)
Issue of consideration shares BITHERD - - - - - (134832 (134,832
Disposal of subsidiaries HERBAR
(Sang Fei (BV) (23%EV) 1806 (3332) - 965y S gBI02 45%0
Share option lapsed BRRERE = = (4,099) = = = (4,095)
Currency tranglation differences ~ SWHEESR - - - (7,242) - - (7,242)
At 31 December 2009 20095128318
(Audited) (BEH) 930 16,309 3,046 29608  (327,605)  (69,130)  (346,842)
At1 January 2010 201051818 90 16309 3046 29608  (327,605)  (69,130) (346,842)
Currency translation differences M MEEE - - - 2,017 - - 2,017
At 30 June 2010 #201066530H
(Unaudited) (REEH) 90 16309 3046 31625  (327605)  (69,130) (344,825)
(a) Share option reserve (a) BRERE

For the year ended 31 December 2009, 6,720,000 options
lapsed and an amount of HK$4,095,000 was transferred
from share option reserve to retained earning. During the six
months ended 30 June 2010, no options was lapsed.
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INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 20710

EZ22010F6 H30H 1F 1605

15 Trade and other payables

15

Included in trade and other payables are trade payables of

HK$200,462,000 (31 December 2009:

their ageing analysis is as follows:

HK$122,834,000) and

BERAMENTE

BoREMERFEREESEN
#JB200,462,0007% 7T (200951274318 :
122,834,00087T) * HERERAHTIOT

30 June 31 December
2010 2009
2010%6530A 2009F12A31H
(Unaudited) (Audited)
(REEER) (8% %)
HK$’000 HK$’000
FAT FHT
Current to 30 days 308A 63,858 63,251
31-60 days 31HZ60AH 63,027 8,473
Over 60 days 60RME 73,577 51,110
200,462 122,834
16 Operating lease commitments 16 RERERE

At the balance sheet date, the total future minimum lease REER  RETAHR 2 LEHERRN

payments under non-cancellable operating leases are payable MRSz HEREFEEE

as follows:
30 June 31 December
2010 2009
201056 A30H 2009412A31H
(Unaudited) (Audited)
(REBEZ) (8E%)
HK$’000 HK$’'000
TEx TAT
Not later than one year 1ER 7,812 7,598
In the second to fifth year FOERESER 7,541 9,847
15,353 17,445
17 Contingent liabilities 17 BREE

The Group did not have any material contingent liabilities at 30

June 2010 (31 December 2009: nil).

2010668308 + AEB T ETMKE
BZEALAAE (2000F12A318 :
&) o
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INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2010 BZ2010F6H30H 1L 7164

18 Related party transactions and balances 18 BEATRZR&ESH
In addition to those transactions and balances disclosed elsewhere BRRAGREATFHNEEREMIHHE
in the condensed consolidated interim financial information, the BENRHRESRN  REAREE LR
Group entered into the following material transactions with related BEATETTTISEEARS

parties during the period:

(a) Significant transactions with companies under (a) HEFEETEEAREHZATZ
common control of CEC BEARS
Unaudited
REER
Six months ended 30 June
HZ6A30A LAMEA
2010 2009
20105 2009
HK$’000 HK$’000
FAT FHT
(Restated)
(E31)
(i) Continuing operations: (i) HESEZER:
Sales of products HEEM 33,206 28,024
Purchases of goods and services FEER RS 148,752 131,379
Interest received YRR & 10 23
Rental paid EpgiiEa - 883
(i) Discontinued operation: (i) BRLLEZER:
Sales of products, samples HEER KA
and raw materials RERHHE - 85,472
Purchases of raw materials TR - 24,068
Processing services received BXMIIRHG - 1,698
Canteen services received BXRERE - 4,653
After sales and maintenance BXER
services received #IERTS - 2,120
Rental paid SLiriika - 5,811
Comprehensive services received BX2ERE - 10,372
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18 Related party transactions and balances (continued)

(b) Significant balances with companies under common

control of CEC

Trade receivables
Other receivables
Deposits

Trade payables
Other payables

BHEMHR
H it fEUHRIR
5

B RENHR
iR RR

ARSI BER M

EZ22010F6 H30H 1F 1605

18 BEATRERER (Z)

(b) EZHEEFREAREHNZAFZ

EPN- 2

30 June

2010
201064300
(Unaudited)
(REER)
HK$’000
TR

33,955
1,531
175,525
44,926

31 December
2009
20095124316
(Audited)
(&%)
HK$'000
T

40,136
5,000
113,148
44,512

At 30 June 2010, 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 balance with an associate

R201066 8308 ' FRAZHEE
FEBERZH 2 2 ERITEHRF
KIWEA S - b BBEEALESRA

BERARRE

(c) BEBENAZREREH

Unaudited
REER
Six months ended 30 June
HZ6A30ALAMEA

2010 2009
20105 2009
HK$’000 HK$'000
TET TET
(Restated)
(E31)
Sales of products HEER 12,684 966
30 June 31 December
2010 2009
2010§6H30H 2009F12A31H
(Unaudited) (Audited)
(REER) (BER)
HK$’000 HK$'000
TET TEL
Trade receivables & 55 15,030 10,498
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BRGRE PR BER M

EZ22010F6 HA30H 1F <165

18 BEATRERER (Z)
(d) BAEEERMEAFEZATZR

NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2010

18 Related party transactions and balances (continued)

(d) Transactions and balance with a company that the

Group has significant influence aR&EH
Unaudited
RSB
Six months ended 30 June
HZ6A30ALAER
2010 2009
20105 2009%F
HK$’000 HK$’'000
TR FHT
(Restated)
(&31)
Sales of products HEEM 26,088 869
30 June 31 December
2010 2009
2010%6530H 2009612 A31H
(Unaudited) (Audited)
(REER) (8&%)
HK$’000 HK$'000
TR T
Trade receivables 2 SN 30,701 8,106
(e) Key management compensation (e) TEEBEAEMS
Unaudited
RSB
Six months ended 30 June
HZ6A30ALAEA
2010 2009
20105 20094
HK$’000 HK$'000
THEx THT
Salaries, allowances and benefits in kind 54 2BREMERN 1,625 1,686
Contributions to retirement schemes RIRET TR 42 42
1,667 1,728
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PRICEWATERHOUSE(COPERS

BORUKEE SR

REPORT ON REVIEW OF
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)

INTERIM FINANCIAL

Introduction

We have reviewed the interim financial information set out on
pages 4 to 28, which comprises the condensed consolidated
balance sheet of China Electronics Corporation Holdings
Company Limited (the “Company”) and its subsidiaries
(together, the “Group”) as at 30 June 2010 and the related
condensed consolidated 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 Main Board of 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.

PricewaterhouseCoopers
22/F, Prince’s Building
Central, Hong Kong
Telephone (852) 2289 8888
Facsimile  (852) 2810 9888
www.pwchk.com

PHMBERERRE
FTEETREERERARESS

(RESHSEMALRRERELEHEZHRA
)

85

AZER (AT [5)) B=E5E
REAZ28E M T BER - R EE
BEHBETRETEEZRER AR
([ERA]) REFAR (ARRIE£E])
201066 A30B MEMEEEEARER
HHEEZAILAAASBRNEEEREA
sk 2EKER  Ex28EiRe
MER ' UREBSHBURME R H
HERE  BEBARIMAER DA ERE
FEmAAET - BB S E RHE LA
REVEFANLBANEBIEARE
BeHMASEANES SR ERE345%
[hEETBRE - EARESAEERE
BB e ER|E34% [N BRE | &
AR AT RAS PRI HER « B
RNETRBRERMNBHEZ S BB
EREL i WIRBREZ ERERE
BEEeRy  REZIAREREE M
BH - BT ERARENARRER L
ALE FRAEEFEE
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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, 27 August 2010
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

During the period, the Group’s continuing operations comprised
the design, research and development and sale of integrated
circuits. The Group discontinued its manufacturing and sale
of mobile handsets and other portable electronics products
business in December 2009. The analysis below represents
only the continuing operations of the Group.

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 2010, the Group has obtained 9
patents, owned 4 computer software copyrights and registered
3 integrated circuits layout designs.

During the period, the Group’s revenue from continuing
operations was HK$263.0 million, only 1.7% slightly lower
than that of the corresponding period of last year. Although
sales of chips for identity cards continued to drop for the
six months ended 30 June 2010, such drop was offset by
the growth in the sales of other smart card chips such as
social security card chips and electronic payment card chips,
mainly as a result of the Group being able to maintain its
original market share in the identity card chips market while
successfully diversified its business, extended its product
application area and expanded into the smart card chips
market for social security cards, telecommunications cards
and electronic payment cards. For the six months ended
30 June 2010, sales of identity card chips dropped by
69.9% to HK$43.7 million, sales of social security card chips
increased by 80.6% to HK$65.5 million, sales of fuel card
chips increased by 207.1% to HK$32.9 million and sales of
public utility card chips increased by 393.7% to HK$30.0
million. Despite fierce market competition during the period
which resulted in a drop in product price, overall gross profit
margin was maintained at 34.8%, which was in line with the
corresponding period of last year, through effective control
of the Group’s cost of sales. Owing to the change of product
mix and increase in market promotion expenses, selling
and marketing costs for the period were HK$15.9 million,
representing an increase of 1.6 times when comparing with
the corresponding period of last year.

10 R AAERE

ERENRR DN
REERE

AEENRZEEREVEBRERE
B ZEE  HEREE - R2009F 1247 -
AEEREEENREUEREERHE
BREGFRETERZES - NTAM
ERBMAEBIEBELE £ o

AEBEVENERIFTERREERER
AR RERRGHE - BRIERE
EaNEF HeRER BHBRERR
ETYNFEEHRERESD  AKES
mEBEAE ((WLAN]) MEKARE
(EIRER o H ZE2010F6A308 I/~ (H
A AEEEEREEFE - BT
EEEETAARER B R RE R ERS
I8 o

AEBRORNBELCLEZEBZRA
F263.0B 8B ERENEFRH
17%  ERFHERCHAHEREZ
2010F6 308 EAEALELETE
SE-HERBEEINERLATEN
B —HEAKNRBREES UL REE
REREE  EALSRERLS BB
BEREAREFINREREEERT
Fm% BAReRERTR REFIM
RO SERRTRHEENERE AR
FRBERCAHEENTE - HZE20105
6A30B I AEAEHERTFEERD
69.9%Z43.7TEEE T HERERTR
RHEE R R80.6%E65.58 88T -
MBRGRMEETRERN71%E
RIFEEETL MABEERTRNEE
B R393.7%E30.05EET - AR
BEMSHFH EREBREMTH
ERREBHEERAEHEE  BEEF
KNKEF34.8%  BEFRBRE - XE
MEBR L RMSHEEEREN - SR
ERTHERKABISIEEAT B
FRIE .66 o

31



MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (continued)

Administrative expenses increased by 2.9% to HK$54.7
million for the six months ended 30 June 2010. This is mainly
attributable to the increase in daily running cost of the new
office while other administrative expenses were effectively
controlled. Research and development costs were HK$35.7
million in 2010 (2009: HK$35.5 million), which represented
13.6% of the revenue for the six months ended 30 June 2010
(2009: 13.3%). Research and development during the period
was primarily focused on the more advanced smart card and
WLAN chips products.

Government grant received decreased by 32.8% to HK$9.0
million for the six months ended 30 June 2010 resulted from
less government subsidies for research and development costs
incurred in the period.

For the six months ended 30 June 2010, the profit attributable
to shareholders of the Company was HK$26.5 million (2009:
loss of HK$46.4 million), and the basic earnings per share was
HK1.57 cents (2009: loss per share of HK3.14 cents).

The Board does not recommend the payment of an interim
dividend for the six months ended 30 June 2010 (2009: nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

Prospects

The world economy is in the slow recovery stage and the
market still faces many uncertainties. The PRC market which
the Group services is facing a very complicated situation,
and there are many uncertainties in the market and macro
environment. However, the Group believes that the changing
business environment will bring the Group with new
development opportunities. Given our unique market position,
we believe that the market of the Group’s products still has
huge potential for development in this period which is full of
competition and challenges.

Looking forward, the Group will continue to improve design
standards of its integrated circuits products, strengthen
fund management and cost control, continuously enhance
productivity and efficiency, and expand market share at the
same time. The Group will also leverage on its core strengths
and competitive edges to adapt quickly and effectively to the
changing market environment. In addition, the Group will
actively seek new business cooperation for related business
areas while consolidating its strength in the integrated
circuits market. The management is confident that the Group
will further capitalise on the growth of the PRC integrated
circuits market and is entering a new era of achievement
and growth.

Financial Review

The Group finances its operations primarily by internal
resources and short term bank loans. At 30 June 2010, the
Group had cash and cash equivalent amounted to HK$334.3
million, 59.9% of which was denominated in Renminbi, 37.1%
in Hong Kong dollars and 3.0% in United States dollars (31
December 2009: HK$397.4 million, 65.8% of which was
denominated in Renminbi, 31.8% in Hong Kong dollars and
2.4% in United States dollars).
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review (continued)

At 30 June 2010, the Group had unsecured short term
bank loans of HK$22.9 million, which were denominated in
Renminbi (31 December 2009: HK$22.7 million, which were
denominated in Renminbi). The bank loans were borrowed at
contracted fixed interest rate. At 30 June 2010, committed
banking facilities available to the Group but not drawn
amounted to HK$45.9 million. At 30 June 2010, the Group
did not have any pledged assets or guarantee (31 December
2009: nil). The Group’s revenue are 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.

At 30 June 2010, the Group had net current assets of
HK$386.3 million (31 December 2009: HK$362.1 million). The
overall gearing ratio, which is calculated as the total liabilities
over total assets of the Group, was 47.4% (31 December
2009: 44.8%).

At 30 June 2010, the Group did not have any contracted but
not provided for capital commitments (31 December 2009:
nil) for the acquisition of fixed assets and intangible assets.
The Group did not have any material contingent liabilities at
30 June 2010 (31 December 2009: nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

Employee and Remuneration Policies

At 30 June 2010, the Group had approximately 280 employees,
the majority of whom were based in China. Employee benefit
expenses during the period were HK$58.0 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.

OTHER INFORMATION

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

Certain directors of the Company personally hold options to
subscribe for ordinary shares of the Company. Details of such
options are disclosed under the paragraph “Share Option
Scheme” below. Apart from those disclosed therein, at 30
June 2010, 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 “SFQ")), 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 (the “Stock Exchange”) 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”).
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OTHER INFORMATION

Share Option Scheme

During the six months ended 30 June 2010, no share option
has been granted under the share option scheme adopted by
the Company pursuant to an ordinary resolution passed on 20
June 2002 (the “Share Option Scheme”).

At 30 June 2010, the directors and the chief executive of
the Company, employees of the Group and other participants
had the following personal interests in options to subscribe
for shares of the Company granted under the Share Option
Scheme:

HitEH

B8

RBZ2010%6A308 LAEAR - K2
A Y &R IRN20029F6 H20F BBH & @
RERTAME RIS ([ HRE )
S RE -

R2010F6A30H * ARAEZERFET
BMAE  AEBREEREMLEENRE
BRETE RO TREAD RO ME
AR A LA T A AR -

Options Options

outstanding Options outstanding

at 1/1/2010 lapsed at 30/6/2010

20105 R2010%F

1A1AH 6A30H

HARTE BEAMZ el R AT 8

Category of participants SHEER ZBRE BRE ZBRE
Directors 3

Tong Baoan* HIRE 1,140,000 - 1,140,000

Fan Qingwu (Managing Director) BT (EEEEE) 1,080,000 = 1,080,000

Hua Longxing* EEH 1,080,000 - 1,080,000

Sub-total et 3,300,000 - 3,300,000

Employees and other participants EER Hti 2 &% 1,050,000 - 1,050,000

Total ey 4,350,000 = 4,350,000

* Resigned on 19 July 2010

The outstanding options were all granted on 25 October
2005 under the Share Option Scheme. The options represent
personal interest held by the grantees as beneficial owners.
Grantees of such options are entitled to exercise the options
at a price of HK$1.488 per share from 1 November 2007 to
31 October 2010.

No options granted under the Share Option Scheme were

exercised or cancelled during the six months ended 30 June
2010.
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OTHER INFORMATION

Directors’ Rights to Acquire Shares or
Debentures

Save as disclosed above, at no time during the six months
ended 30 June 2010 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 2010, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of
the SFO showed that the following entities had notified the
Company that they had an interest of 5% or more in the issued
share capital of the Company:

Hir&#
EERERODES 2EHN

BEXBEEIN  REZE201056A30H
EAEAR AAA - EERARSEA
EENEE GRS =PNEIN G  H AELC)|
FARRIZEARESEZHEA (T
REMAA) TEEBAARASIME
EABRZROIEEMES 2T -

TERR

R2010F6 4308 © BEEH K E K
EIWBBRARAERTZEERREZM
iR THERBENEARAKRESAR
DA BITRAE% I L2 s

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 1)

Number of
shares Percentage of
interested  shareholding
FERRELR FEROHE ERESH
China Electronics Corporation
(BVI) Holdings Company
Limited ([ CEC (BVI))) 812,500,000 48.03%
FEIEAERER R EE
BARAR (THEEKX]) 393,680,000 23.27%
HEBTREEEXEEER
AR ([HEETFEE])
(HiaF1k2) 1,206,180,000 71.30%
BReREREERAR
(Hizt1) 393,680,000 23.27%
BHRREREAT
(Hiit1) 393,680,000 23.27%
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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 which China Huada is interested in.

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 2010, 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 has purchased
or sold any of the Company’s shares and the Company has
not redeemed any of its shares during the six months ended
30 June 2010.

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 2010.

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 2010.

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 management. The audit committee
has reviewed the unaudited condensed consolidated interim
financial information of the Group for the six months ended
30 June 2010.
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Directors’ Particulars Egﬁ*ﬁl

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

Mr. Chan Kay Cheung ceased to be an advisory committee BRI & £ 4 B R201057 AEEE B AR
member on the Quality Migrant Admission Scheme of the Hong S HEEBAEAT AB AL AZEES

Kong Immigration Department in July 2010. e

By Order of the Board REEEMN

Xiong Qunli E

Chairman REE N

Hong Kong, 27 August 2010 &5 2010F8A27H
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