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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 Company and its subsidiaries (the “Group”)

FRETEEERERAR ([ARF])
Exe([EFg)) EHERARAIRE
MEBAR ([AEE]) & Z2009946A30
BIEsS IH MACEZEREARHERE

for the six months ended 30 June 2009 together with the BRI EEFMT :
comparative figures as follows:
CONDENSED CONSOLIDATED INTERIM INCOME ~ fiSREFHBER

STATEMENT

FOR THE SIX MONTHS ENDED 30 JUNE 2009 B 2200946 H30A1F <164

Unaudited
RICER
Six months ended 30 June
HZ6H30AL~EA
2009 2008
20094 20084
Note HK$’000 HK$’000
fizE TERT THT
Revenue A ) 877,883 1,037,337
Cost of sales SHERKA (772,615) (881,570)
Gross profit E5 105,268 155,767
Other (losses)/gains — net Hiv (B18) / Wz —F 4 (8,574) 16,133
Selling and marketing costs HE RMiHHERAR (91,368) (123,740)
Administrative expenses AHER (91,594) (149,245)
Operating loss "EERE (86,268) (101,085)
Finance costs — net BERAE — 358 5 (9,828) (12,207)
Loss before income tax BRFT SR AIEE 6 (96,096) (113,292
Income tax credit FiEHE R 7 - 19,761
Loss for the period HRER (96,096) (93,531)
Attributable to: BE1E
— Equity holders of the Company - KREREEREA (74,994) (60,605)
— Minority interests - LR R ER (21,102) (32,926)
(96,096) (93,531)
HK cents HK cents
Al Bl
Loss per share SRER
— Basic —EX 8 (6.92) (5.59)
— Diluted — & 8 (6.92) 59)
Dividends BRE 9 - -

The notes on pages 9 to 27 are an integral part of this condensed interim financial information.

RFEIREF27HMENABRPARBEER 2 BEE) -
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CONDENSED CONSOLIDATED INTERIM %Eﬂ?ﬁéﬁF,ﬂﬂéEL&ﬁ%«%
STATEMENT OF COMPREHENSIVE INCOME
FOR THE SIX MONTHS ENDED 30 JUNE 2009 B 0009683081165
Unaudited
RIBER
Six months ended 30 June
HZ6A30HE~EA
2009 2008
2009F 20084
HK$’000 HK$’'000
TET THT
Loss for the period BAEE (96,096) (93,531)
Other comprehensive income for HIREM2EKE :
the period:
Exchange differences on translation — #Z /&I E%ERE &
of financial statements of EHZER
foreign operations (2,391) 21,126
Total comprehensive income HrRZEBELEE
for the period (98,487) (72,405)
Attributable to: FE1h
— Equity holders of the Company ~ AAREEFBEA (77,385) (46,626)
— Minority interests — LR RER (21,102) (25,779)
(98,487) (72,405)

The notes on pages 9 to 27 are an integral part of this condensed interim financial information.

REIREFE27 A MENABRD AR EER 2 BEE) -
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CONDENSED CONSOLIDATED INTERIM ERSSPHEEEGER
BALANCE SHEET
AS AT 30 JUNE 2009 R2009%6 5304
30 June 31 December
2009 2008
200968308 2008%12A31H
(Unaudited) (Audited)
(REER) (&%)
Note HK$’000 HK$'000
fizE TET THT
ASSETS EE
Non-current assets FRBEE
Property, plant and equipment 0mE - BER&E 10 42,348 47,125
Intangible assets BREE 10 13,081 15,686
Deferred taxation assets RERBEE 49,259 49,238
104,688 112,049
Current assets REBEE
Inventories FE 362,243 468,287
Trade and other receivables B 5 REMEYGIR 11 454,407 485,760
Financial assets at fair value BARERERSIE
through profit or loss JEREE - 1,271
Restricted bank deposits RBHIETER 35,648 =
Cash and cash equivalents ReRREEEY 435,445 343,129
1,287,743 1,298,447
Total assets LERE 1,392,431 1,410,496
EQUITY i
Capital and reserves attributable ADFEREE AEN
to the Company’s equity holders BAR#E
Issued equity BETER 12 370,074 370,074
Other reserves HihfE 13 75,113 77,756
Accumulated losses 2 E#E (260,066) (185,324)
185,121 262,506
Minority interests DHRRER - 21,102
Total equity BRAas 185,121 283,608
LIABILITIES afE
Current liabilities REAE
Trade and other payables B 5 REMER R 14 611,318 633,060
Short term bank loans RHRITER 15 557,303 450,813
Provision for warranty RERE 38,689 43,015
Total liabilities afEAE 1,207,310 1,126,888
Total equity and liabilities BRREEAE 1,392,431 1,410,496
Net current assets REBEEFE 80,433 171,559
Total assets less current liabilities BEERRBERE 185,121 283,608

The notes on pages 9 to 27 are an integral part of this condensed interim financial information.

REIREF27 A MEHABRD ARG ER 2 B -
6
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CONDENSED CONSOLIDATED INTERIM MHGEHHEZEHE
STATEMENT OF CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED 30 JUNE 2009 B 220096 H30H 1F 15
Unaudited
AEEH
Attributable to equity holders of the Company
RAFEEREARLE

Retained
earnings/

Issued Other (accumulated Minority Total

equity  reserves losses) Total interests equity

E% REEH/ %

ik HMEE (RER) ait  RiEs  HafE
HESO0D  HKSO00  HKSO0D  HKSOOD  HKSOOD  HKSOOO
TR TET  TEn  TET  TEn  TER

Balance at 1 January 2008 R200851 1R 26 370,074 7,807 29,889 471110 129,066 600,836
Equity paid by a subsidarys — HBARDERRER

minority nferests s s - - - - 59 59
Totel comprehensive inoome. MR EUNAEE

for the period - 13979 (60,605) (46,626) (25,719 (72,405
Balance at 30 June 2008 R200856A30A 2554 0074 85786 (076 4504 10336 528490
Balance at 1 January 2009 R2009F1B1R 2 &8 370,074 11,756 (185,324) 262,506 21,102 263,608
Share options lapsed BANERE = 252) 25 - - -
Totel comprehensive income. RS ANAEE

for the period S pB) (A% M QL) (38480
Balance at 30 June 2009 2009568300 2 &8 310,074 75,113 (260,066) 185,121 - 185,121

The notes on pages 9 to 27 are an integral part of this condensed interim financial information.

RFEIREF27 A MENABRD AR ER 2 BEE) -
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CONDENSED CONSOLIDATED INTERIM MHGEHHESRER
CASH FLOW STATEMENT

FOR THE SIX MONTHS ENDED 30 JUNE 2009 220096 H30H 1F 15
Unaudited
RICEY
Six months ended 30 June
E 268308 LEAEA
2009 2008
20094 20084
HK$’000 HK$’'000
TR TET
Net cash generated from/(used in) meEHEL /(FA)
operating activities B3R 11,720 (214,760)
Net cash used in investing activities REBERHACHSTE (6,549) (20,883)
Net cash generated from financing activities EiEEBEL 2 REFH 87,145 270,160
Net increase in cash and RERRESENZEM
cash equivalents ikl 92,316 34,517

Cash and cash equivalents at 1 January MA1EZE S
REEEEY 343,129 391,741

Cash and cash equivalents at 30 June R6A30B 28 &

RESZSEN 435,445 426,258
Analysis of balances of cash and ReRReEENZ
cash equivalents: LD
Cash and bank balances Re RRTEH 435,445 426,258

The notes on pages 9 to 27 are an integral part of this condensed interim financial information.

REOREFT B METIAGAP AR BEN 2 BRE D -
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NOTES TO THE CONDENSED CONSOLIDATED B4 S HHiBI &R M sE
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2009 220096 H30H 11 <164
1  Basis of preparation 1 FREXE
The condensed consolidated interim financial information have RGP RN BERIBEEREAR
been prepared in accordance with the applicable disclosure SHERARESLMRA ([ EmRR)
requirements of Appendix 16 to the Rules Governing the Listing of MEk16reE 2 BRARER T RE A LA
Securities on The Stock Exchange of Hong Kong Limited (“Listing NE ([BEGHHAE]) Bz EBE T
Rules”) and with Hong Kong Accounting Standard (“HKAS”) 34 ZEE\'J ([BAGER]) F345 [ HABIK
“Interim Financial Reporting” issued by the Hong Kong Institute HE] ZREMBRE
of Certified Public Accountants (“HKICPA”).
The condensed consolidated interim financial information have G E TR BER CRBRELNAE
been prepared under the historical cost convention, as modified RARE  YERER Lﬁqu)\TEﬁﬁE"]%
by the revaluation of financial assets and liabilities at fair value BEENCRABRNEMGMELER o
through profit or loss.
The condensed consolidated interim financial information should AERGAT B BER EERASER
be read in conjunction with the annual financial statements of ERBHEREER (AU BHRSEE
the Group for the year ended 31 December 2008, which have alJ) ?ﬁ%Z%ﬁ?QOOSimﬂ% ALEEE
been prepared in accordance with Hong Kong Financial Reporting ZEEMBHR—HEE
Standards (“HKFRS”").
(a) Going concern basis (a) HEKEEE
The Group incurred loss attributable to the equity holders RE E2000F6A30R E AR &
of the Company of HK$74,994,000 for the six months SESGARRREEFEAREER
ended 30 June 2009 and had accumulated losses of 74,994,000/ 7T ¢ 7A200966H30H
HK$260,066,000 as at 30 June 2009. Notwithstanding the pﬂtéﬁ?ﬁ /£260,066,0007 7T, © & & 10
foregoing, the directors have adopted the going concern ﬁ‘“%ﬁ"%ﬂﬂ?@i E2EER
basis in the preparation of the condensed consolidated Zaié#% SIREUNRSIRIRA T IS E
interim financial information based on the following: B
- In March 2009, the ultimate holding company, China — R2000F37 @ AEE M FKE
Electronics Corporation Limited (“CEC”), has agreed BRAATEETEREXEES
to provide financial assistance of RMB500,000,000 BAR(FEETEE]) AE
(equivalent to approximately HK$567,195,000) AREEMEIENBAR &
to Shenzhen Sang Fei Consumer Communications NRFEREREARAA ([
Company Limited (“Sang Fei”), a principal subsidiary D) REHLTARESE T (4
of the Group. The financial assistance includes 567,195,000/ 7T) ROFA 5 &5 -
() guarantees of RMB400,000,000 granted to Heoa iRt A RBUETH
Sang Fei for obtaining short-term bank loans and ERERFFMERBRITER K
(ii) financing facilities of up to RMB100,000,000 (METEEFRERRGRIER
provided by CEC. Up to 30 June 2009, Sang Fei has ATARBIETHORERE - &
obtained borrowing of RMB38,532,000 (equivalent to Z2009F6H308 IF * £FEEM
approximately HK$43,710,000) from CEC and utilised TEEFSERGBERARE
the guarantees from CEC to obtain banking facilities 38,532,0007T (#743,710,000%
of RMB330,000,000 (equivalent to approximately )I@%EP BT EEFR
HK$374,349,000), Sang Fei will utilise the remaining E’JW%HX fEﬁE” EESTUN
financial assistance of RMB131,468,000 (equivalent R %3.318 7t (#9374,349,0007%5
to approximately HK$149,136,000) to meet the future ) ]Iﬁﬂﬁ?)??é?ﬁ*?ﬁ%@ﬁi
working capital and financial requirements of Sang B BREMERRTMARE
Fei; 131,468,0007T (#47149,136,000
BT KR BER
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NOTES TO THE CONDENSED CONSOLIDATED B4 S HiBI &R KT EE
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2009 220096 H30H 11 <164
1  Basis of preparation (continued) 1 REEE(E)
(a) Going concern basis (continued) (a) BEKERE (Z)

- With the banking facilities obtained and the financial - ZRIEDBMEBTEREER
assistance provided by CEC as mentioned in the EXREOTPEEFEBRERN
paragraph above, the directors are of the opinion that BSEE  EERBAEERE
the Group will have sufficient working capital to finance ARMNEBECANT LS
its operations and remain as a going concern; and EREREESE R

—  Management have implemented stringent cost control - EEECEREREMNMANEHE
measures, as well as new business strategies to HE 30 B BT A AT SR K LA N
improve profitability and cashflows. BFIRRERE °

In the opinion of the directors, in light of the above, the EREiRZ  ES5RARKEEY

Group will have sufficient working capital to finance its BRANBREREMNEBES UL

operations and remain as a going concern in the foreseeable RETFDRERFECL Al =

future. Accordingly, the directors are satisfied that it is ERREHELE AR AERL
appropriate to prepare the condensed consolidated interim AREBBENDBRE

financial information on a going concern basis.

2 Principal accounting policies 2 FEEHEE
Except as described below, the accounting policies used in the B%LX—EFWM\‘ *ﬁ%ﬁﬁ BtR o B T A
preparation of the condensed consolidated interim financial BEFANSHHREREAEERE
information are consistent with those used in the annual financial 2008412831 A ILFE 2 FHHREMA
statements of the Group for the year ended 31 December 2008. %:ﬁ( © EZOOQfF' ¢§@?%m§ﬂﬁ¥i%
In 2009, the Group has adopted the following new standard and %@ﬁEﬁ\ﬁi\]%?*ﬁﬂﬁﬂ‘l&%&fﬂ%ﬂﬁ'\]ﬁﬁ
amendments to existing standards below, which are relevant to £ - ER - 2008F ML RBED BT
its operations. Where applicable, the 2008 comparatives have ESWNCHID
been amended as required.
HKAS 1 (Revised) Presentation of Financial Statements ﬁ‘é@%ﬁg,ﬁ\‘] SRR 2R
E15% (8]5])
HKAS 23 (Revised) Borrowing Costs ?é@%ﬂgﬂ‘t BB A
£23% (Z3])
Amendments to Consolidated and Separate Financial %ﬁ,ﬁﬁ BREE S8 RBYMER
HKFRS 1 and HKAS 27  Statements - Cost of an Investment % 1%&5@% x-% ﬁﬁ?j(‘ Mi% ’A
in a Subsidiary, Jointly Controlled “’E"Etﬁﬁ—,ﬁ\u%ﬂ?)ﬁ ﬂj%@&%ﬂ}%ﬁ%?ﬁ
Entity or Associate (B7I7K) B A R IR & PR
HKFRS 8 Operating Segments ?E,@ﬂ%iﬁ%ﬁﬁ” EENH
£85
Amendments to Financial Instruments: Disclosures - %féﬂﬁ%?ﬁ%ﬁﬂu %%ﬁl I_ﬂ BB -
HKFRS 7 Improving Disclosures about Financial ET5 (BFIR) BESRIAZEE
Instruments
Amendment to Share-based Payment - Vesting ?éﬁﬁﬁi&%ﬁ'J EA RipAERM TT
HKFRS 2 Conditions and Cancellations E25% (BRTAK) ?ﬁ( -GBEER:

10
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2009

2  Principal accounting policies (continued)

Improvements to HKFRSs (October 2008)

The adoption of such standards did not have any significant
effect on results or financial positions of the Group for the
current period. However, as a result of the adoption of HKAS
1 (Revised) “Presentation of Financial Statements”, changes in
equity arising from transactions with shareholders in their capacity
as shareholders are presented separately in a revised statement
of changes in equity. All other items of income and expenses
are presented in the consolidated statement of comprehensive
income, if they are recognised as part of profit or loss for the
period.

HKFRS 8 “Operating Segments” replaces HKAS 14 “Segment
Reporting”. It requires a “management approach” under which
segment information is presented on the same basis as that used
for internal reporting purposes. On first-time adoption of HKFRS 8
“Operating Segments”, the Group determined that the operating
segments were the same as the business segments previously
identified under HKAS 14 “Segment Reporting”.

The Group has not early applied the new or revised standards,
amendments and interpretations that have been issued by
the HKICPA but are not yet effective. The directors of the
Company anticipate that the application of these standards and
interpretations will have no material impact on the results and
financial positions of the Group.

ERGRS TR B AR M

B 220096 H30H 1 <165

2

FESHIE (B)
SEBE B RS %R 2 ¥ (20085
108)

ﬁé?ﬁ%&%ﬁﬁ‘ﬁ@ﬂ SERABEL X
%Eiﬁﬂ%ﬁﬁ?ﬁ%ﬁki FE o i AR
FRBERGTERSE ﬁ(iﬂ)fﬂﬁ%iﬁi’%
MEZR] - BRRABREHHAEASDETH
ROMEENEREE  RNETNERS
BRER  MEEMKANETEEER
AREBREE - ARA2AMERAZT -

BANBRSEREN [2E 5| K
BB GTERE145 [HF]E | - ZER
SRRE 5205 | PABERE
AERRRERRNEEZF] o ;0 EREK
MEERB RS EJ%&FFE D

AREET RS BE HRESEN
BIE145 [DERE ] FrEl D EZEB D
A

AEEYERTIAELSHHLGEE
B iR AR AE R AT SRS B AT AR ~ (B 5T
L2 ANEEEEA S| AR T ENR
gg;g%m&@m#;&aﬁwm&

2 X

11
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NOTES TO THE CONDENSED CONSOLIDATED B4 S HiBI &R KT EE

INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2009 B 220096 H30H 1 <165

3  Revenue and segment information 3

Management has determined the operating segments based on
the reports reviewed by the directors (the Group’s chief operating
decision maker) that are used to assess performance and allocate
resources. The Group is principally engaged in manufacturing
and sales of mobile handsets and other portable electronics
products. The segment information provided to the directors for
the reportable segments for the period ended is as follows:

WARDBER

aﬁ@ﬁ@ﬁ§$(iﬁigm SRR
E%ﬁ¢ BEERARHIEERAMNR
HTEEND ASBFENER
L&%E%@ AREMFRETERZ
%ﬁ RETESHEAB L2 HBHRE
DEERIT :

Own-branded and

Philips mobile other ODM/EMS

handsets mobile handsets Multi-media player Total
BEmER
Philips H{lODM/EMS% &)
REBHER B 2L e At
Six months ended Six months ended Six months ended Six months ended

30 June 30 June 30 June 30 June

BZ6H30A BZ6A30A HZ6A30H BZ6H30A
ERfEA EAREA 1E~fE A EREA

2009 2008 2009

2008 2009 2008 2009 2008

2009% 2008F 20094 2008F 20094 20084 2009F 20084
HK$'000  HK$'000  HK$'000  HKS'000 HK$'000 ~ HK$'000  HK$'000  HK$'000

TEx T FER

TEr FEx TEr FEx TER

Revenue LON 455,317 502,250 209,682 256,731 212,884 278,356 877,883 1,037,337

Segment results NEbEE (761) (41,852  (9,337)

(@717 5836 21,970 (4462  (2459)

Other (losses)/gains  Eft (B18) /
- net Uz — 558
Unallocated costs A EEAKA

8574 16,133
(13232)  (92,619)

Operating loss meEs
Finance costs - net BB A — BB

(86,268) (101,085)
(9,828)  (12,207)

Loss before BRATGBLAT
income tax [

(96,006) (113,292)

All segment revenues were from external customers and there
was no inter-segment sales during the period (2008: nil).
Unallocated costs consist primarily of selling and marketing costs
and administrative expenses, which contribute to all operating
segments.

12

FEABRATIREHETHAZS - B
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NOTES TO THE CONDENSED CONSOLIDATED fiFA4 & HH K E R M

INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2009 B 220096 H30H 1 <165

3 Revenue and segment information (continued) 3

Segment assets and reconciliation to total assets are as

BARSHER (£)
DEEERBERENEROT :

follows:

At 30 June At 31 December
2009 2008
20095 20085
6A30H 12A31H
(Unaudited) (Audited)
(REER) (&%)
HK$’000 HK$'000
TR T
Philips mobile handsets Philips RIEBEE 5 276,290 466,946

Own-branded and other ODM/EMS mobile B 7 & £ #ODM/EMS
handsets BEEF 77,970 80,901
Multi-media player B2t 183,087 78,938
Unallocated assets AOREE 855,084 783,711
1,392,431 1,410,496

Segment assets consist primarily of inventories and trade
receivables. Unallocated assets comprise property, plant and
equipment, intangible assets, deferred taxation, other receivables
and cash and cash equivalents.

NHEETROREFERE HRUGIE -
ADREEBENE  BENRE B
BE  BERE  HLBRUANR S R

4  Other (losses)/gains — net 4 Hit(FE)/ KiE - FE
Unaudited
REER
Six months ended 30 June

BZ6A30HL~MEA
2009 2008
2009 20084
HK$’000 HK$’000
TER FET
Foreign exchange (loss)/gain — net BH (B8E)/ K& — 58 (7,013) 16,049

Fair value loss from foreign BEINEA N DA EREE

exchange forward contracts (1,582) -
Others Hith 21 84
(8,574) 16,133

13
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NOTES TO THE CONDENSED CONSOLIDATED fiFA4 &K E R s
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2009 220096 H30H 11 <164
5  Finance costs — net 5 MERK-FH
Unaudited
REER
Six months ended 30 June
BZE6A30HL~EAR
2009 2008
2009% 2008
HK$’000 HK$'000
TR T
Interest income MEWA 1,818 4,299
Interest on bank loans BAERFEXH (11,646) (16,506)
(9,828) (12,207)
6 Loss before taxation 6 KHAEE
The Group’s loss before taxation has been arrived at after REBBRBRIEBREHNG ¢
charging:
Unaudited
REER
Six months ended 30 June
HZ6A30ALAMEA
2009 2008
2009 20084
HK$’000 HK$'000
THEx THT
Depreciation of property, plant and mE - BERREFE (Hi210)
equipment (Note 10) 12,451 15,164
Amortisation of intangible assets EEERE (WiE10)
(Note 10) 3,323 3,092
Written down of inventories to MAFEZTERFE
net realisable value 3,876 5,299
Provision for warranty RARE 24,079 20,015
Operating lease expenses of MERR B CERLTE
property and equipment 17,606 16,038

14
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NOTES TO THE CONDENSED CONSOLIDATED B4 S HHiBI &R KT EE
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2009 220096 H30H 1F 185
7  Income tax credit 7 FiBHER
Unaudited
REER
Six months ended 30 June
HZ6A30H1LAEA
2009 2008
2009 20085
HK$’000 HK$'000
THx T
Deferred taxation (Note (d)) EERIE (Hiz) - 19,761
() Hong Kong Profits Tax is calculated at 16.5% (2008: 16.5%) (@) BAEANGHDREARREZ E5E
on the estimated assessable profits for the period. o % A & B %16.5% (20084 :

16.5%) #T & o

No provision for Hong Kong Profits Tax has been made as AR ASERE E2009F6A30A It
the Group has no assessable profit arising in Hong Kong for ANEBLEEAREES 2 ERFR
the six months ended 30 June 2009 (30 June 2008: nil). A W B ARG

f& (20086 A30R : f) -

(b) PRC enterprise income tax has been provided for based on (b) FENMHTBA R 2PEREREH
the estimated assessable profits in accordance with the DREEABERB ARG E
relevant tax laws applicable to the subsidiaries in the PRC. FREFBE  BREPRCERS
The Law of the PRC on Enterprise Income Tax (the “New Box ([3ER]) MMERNE K
Law”) and Implementation Regulations of the New Law has il - 2008F1 A1B 7 » KRB AK]
changed the tax rate of those PRC subsidiaries to 25% from BRARAMERARE TREHRHE
1 January 2008 with certain transitional arrangement. EA25% °
No provision for PRC enterprise income tax has been made MR & B R Z2009%6 A30H IE
as the Group has no assessable profit for the six months ANERWERERT R SRR
ended 30 June 2009 (30 June 2008: nil). Bl b X PSR I 5 (20085

6A30A : &) -

(c) Taxes on profits assessable elsewhere have been calculated (c) EmitEERFRHNzHBIERE
at the rates of tax prevailing in the jurisdictions in which the BEERE s EERRE - RIF
Group operates based on existing legislation, interpretation BITER) - RERIEGIFE -

and practices in respect thereof.

(d) Deferred taxation was recognised for tax losses carrying (o) EEFREDGRFIBEBEMRER  H
forward to the extent that the realisation of the related tax DB ERAR  ERVRMER

benefit through the future taxable profits is probable. BEARBNRAR
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NOTES TO THE CONDENSED CONSOLIDATED fiFA4 &K E R s
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2009 220096 H30H 11 <164
8 Loss per share 8 BRER
(a) Basic loss per share (a) BREXEE
The calculation of the basic loss per share is based on the SREAEBDEARAERFEA
Group’s loss attributable to equity holders of the Company for FE(h A% BE £2009F6 A30H L7~
the six months ended 30 June 2009 of HK$74,994,000 (30 18 A 2 B51874,994,0007% 7t (20084
June 2008: Loss of HK$60,605,000) and 1,083,560,000 6A30H : 5 T§60,605,000?§ ) &
(30 June 2008: 1,083,560,000) ordinary shares in issue HZE200956A30A L/ B A B 1T
during the six months ended 30 June 2009. 21,083,560,0008% (200846 A30
B : 1,083,560,0008%) EREBEE o
(b) Diluted loss per share (b) BEREFER
As the impact of exercise of share options was anti-dilutive 2009 20086 A30H AT
as at 30 June 2009 and 2008, the diluted loss per share is FREREAREIYE HEREE
equal to the basic loss per share. BEASNEREASE -
9 Dividends 9 KE
The directors do not recommend the payment of an interim EESTEZ RN H 2200056 830H
dividend for the six months ended 30 June 2009 (30 June WEAER 2z S (2008F6A308 :
2008: nil). &) o
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NOTES TO THE CONDENSED CONSOLIDATED fiFA4 & HH K E R M
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2009 220096 H30H 1F 185
10 Property, plant and equipment and intangible assets 10 W% BERZENEKEE
Property,
plant and Intangible
equipment assets Total
W% BE
k#E EREE At

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

HK$'000 HK$'000 HK$'000
THT THT THT
Opening net book amount as 200851418
at 1 January 2008 ZHREFE 41,047 16,144 57,191
Exchange differences B ER 2,055 916 2,971
Additions NE 24,590 831 25,421
Disposals HeE (239) - (239)
Depreciation/amortisation charge WE /H#E% (15,164) (3,092) (18,256)
Closing net book amount as 1200846 A30H
at 30 June 2008 ZBRREFE 52,289 14,799 67,088
Opening net book amount as 200951818
at 1 January 2009 ZHREFE 47,125 15,686 62,811
Exchange differences B ER 39 12 51
Additions NE 7,643 706 8,349
Disposals e (8) - (8)
Depreciation/amortisation charge WE /H#E% (12,451) (3,323) (15,774)
Closing net book amount as R2009%6 A 30H
at 30 June 2009 ZHREAEE 42,348 13,081 55,429
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NOTES TO THE CONDENSED CONSOLIDATED fiFA4 &K E R s
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2009 220096 H30H 11 <164

11 Trade and other receivables 11 BZRHEMERRE
The majority of the Group’s sales are on letter of credit or AEEZ ABRHEEIUEHREINRR
documents against payment. The remaining amounts are with BRANT - HRHEZERAMA0BEE
credit term of 30 to 120 days. Included in trade and other 1208 - S5 R EMENFEREE .
receivables are trade receivables of HK$384,088,000 (31 1 3% 75384,088,0007 7T (2008412 A 31
December 2008: HK$417,487,000) and their ageing analysis B : 417,487,000 70) + E B #& 2 47 10
is as follows: T

At 30 June At 31 December

2009 2008
#2009F 20085
6A30H 12H31H
(Unaudited) (Audited)
(REER) (&%)
HK$’000 HK$'000
TR THT
Current to 30 days ENEAZ30H 278,150 338,970
31-60 days 31HZ60H 32,478 51,361
Over 60 days and within 1 year B0E A £ RIF MR 47,893 27,151
Over 1 year 1A £ 25,567 5
384,088 417,487
12 Issued equity 12 BRTER

At 30 June At 31 December
2009 2008
R20095F #20085F
6A30A 12A31H
(Unaudited) (Audited)
(RBEZ) (&E%)
HK$’000 HK$’'000
TR THT

1,083,560,000 ordinary shares of 1,083,560,000/%
HK$0.01 each SRAE.0IBTZ LR 370,074 370,074
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NOTES TO THE CONDENSED CONSOLIDATED B4 S HHiBI &R KT EE
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2009 220096 H30H 1F 185
13 Other reserves 13 Hitf#E
Share
Capital Surplus option Translation
reserve reserve reserve reserve Total
BRRE BuEE BRERS ER G &t
(Note (a))
(Hiit(@)

HK$'000 HK$’'000 HK$'000 HK$'000 HK$'000
TET TAL AT THET TAL

At 1 January 2008 200851818 (1,806) I3 32 11,963 28,325 71,807
Share option lapsed BRMERE = = (4,822) = (4,822)
Currency translation ERhEES

differences - - - 10,771 10,771

At 31 December 2008 200812 A31H

(Audited) (&#E%) (1,806) 33,325 7141 39,096 77,756
At 1 January 2009 200961818 (1,806) I3 32 7,141 39,096 77,756
Share option lapsed BRMERE = = (252) = (252)
Currency translation ERhEES

differences - - - (2,391) (2,391)
At 30 June 2009 A2009%6A30H

(Unaudited) (REBER) (1,806) 33,325 6,889 36,705 75,113
(a) Share option reserve (a) BRERE

During the six months ended 30 June 2009, 390,000 R B £2009F6A30F 1~ A -

options lapsed (vear ended 31 December 2008: 9,880,000 390,00017 BERRAE S K3 (A& 22008
options lapsed) and an amount of HK$252,000 (year ended F128318 1k F & : 9,880,00017 &
31 December 2008: HK$4,822,000) was transferred from A% #E & 20 252,000% T (R & =
share option reserve to retained earning. 200812 A31H IF F [ : 4,822,000

BL) BB REREEREREEN o
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NOTES TO THE CONDENSED CONSOLIDATED fiFA4 &K E R s
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2009 220096 H30H 11 <164
14 Trade and other payables 14 BERHEMEMHRE
Included in trade and other payables are trade payables of EOREMENRERREESREN
HK$363,160,000 (31 December 2008: HK$316,536,000) and #78363,160,000/ 7T (20085 12A31H :
their ageing analysis is as follows: 316,536,000/ 70) + EERAMMT :
At 30 June At 31 December
2009 2008
#2009 R2008F
6A30H 12H31H
(Unaudited) (Audited)
(REER) (8E%)
HK$’000 HK$'000
FET THT
Current to 30 days ENEAZ30H 338,810 299,448
31-60 days 31HZ60H 5,403 8,788
Over 60 days 60H L 18,947 8,300
363,160 316,536
15 Short term bank loans 15 EHBRTEX
At 30 June At 31 December
2009 2008
#2009 R2008F
6A30H 12A31H
(Unaudited) (Audited)
(REER) (8&%)
HK$’000 HK$'000
TR T
Secured (Note (a)) BIEE (1) 140,269 25,536
Guaranteed (Note (b)) ER (Hizp) 373,324 =
Unsecured A 43,710 425,277
557,303 450,813
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INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2009

15 Short term bank loans (continued)

(@) Short term bank loans are secured by:

ERGRS TR B AR M

B 220096 H30H 1 <165

15 BHRTER (&)

(a) EHFAEFATIIIEE FER

At 30 June At 31 December

2009 2008

R2009% 1220084

6A30AH 12A31R

(Unaudited) (Audited)

(REER) (BEZ)

HK$’000 HK$’000

FAT THET

Trade receivables Z S5 ERFE 168,157 28,373

Bank deposits FIFER 19,345 =

187,502 28,373

(b)  Such short term bank loans are guaranteed by CEC. b) ZERBRTEFHFHEETSER
fER

(©) The bank loans as at 30 June 2009 were repayable within (©) HM2009%F6A30H * BITEHER—

FABERERTIERENES25%
(2008% 124318 : 4 | ®6.21%)

one year and bore interest at the average borrowing rate
of 5.25% per annum (31 December 2008: 6.21% per

annum).

(d) The carrying amounts of the short term bank loans
approximate to their fair value, which are denominated in

the following currencies:

e

(0 BHRRTERZEEEEEAALER

EoRERHASMT

At 30 June At 31 December

2009 2008

R20095F 720084

6A30H 12A31H

(Unaudited) (Audited)

(REEZ) (&%)

HK$’000 HK$'000

TET TET

Renminbi ARE 412,615 425,277
US dollar e 144,688 25,536
557,303 450,813
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NOTES TO THE CONDENSED CONSOLIDATED fiRA4& & T HH K E R s
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2009 220096 H30A 1 <164

16 Capital commitments 16 EAEE
As at 30 June 2009, the Group’s capital commitments which were R200966 300 + AKEEHFABRE
contracted but not provided for are as follows: B2 ERAENT

At 30 June At 31 December

2009 2008
H2009F 20085
6A30H 12A31R
(Unaudited) (Audited)
(REEK) (8F%)
HK$’000 HK$'000
TET THT
Purchase of property, plant and BEWE  BEREE
equipment and computer software P 742 2,094
17 Contingent liabilities 17 RREE
The Group did not have any material contingent liabilities %2009@65305 RSBV EEARE
outstanding as at 30 June 2009 (31 December 2008: nil). BZEANMABRE(2008F12/318 :

&) -
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NOTES TO THE CONDENSED CONSOLIDATED B4 S HHIBI &R KT EE
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2009 220096 H30A 1 <164
18 Related party transactions 18 BHEALRE
(@ In addition to those transactions and balances disclosed (@) BRRAREERERS P ERE 5 AR E th 3
elsewhere in the condensed consolidated interim financial RERENR S REHI  REBAR
information, the Group entered into the following material SEETTTIEEEABERS

related party transactions during the period:

Unaudited
REER
Six months ended 30 June
HBZ6A30H1LAEA
2009 2008
2009 2008F
HK$’000 HK$’000
FAT THET
Sales of products, materials and ETHATEEER » #E
samples to RER
fellow subsidiaries BAREEZHBAR 85,472 114,272
Purchases of goods from BTAREEER
fellow subsidiaries BRAEEZHBAR 24,068 32,817
Processing services from BT AR REMIRE
fellow subsidiaries BRAEEZHBAR 1,698 4,507
Fitment and decoration services % T3 A ARELBRKE
from
fellow subsidiaries BRAEEZHEAR - 37
Canteen services from EIZTHAREHAERE
fellow subsidiaries BAREEZHBAR 4,653 6,592
After sales repair and maintenance S T5|A SR H{EAEE
services from RRERE
fellow subsidiaries BAREEZHBAR 2,120 5,807
Rental paid RN I E Lk
fellow subsidiaries BAREEZHBAR 5,811 5,471
Licence fee paid B RAAR X AEEFIE
fellow subsidiaries BRAEEZHEAR - 2,955
Comprehensive services from EZTHARRMRR2ERS
fellow subsidiaries BRAEEZHBAR 10,372 15,353
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NOTES TO THE CONDENSED CONSOLIDATED B4 S HiBI &R M EE
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2009 220096 H30A 1 <164
18 Related party transactions (continued) 18 BHEALRZ (&)
(b) The Group had the following related party balances b) AEEETIEERSHEH
At 30 June At 31 December
2009 2008
R20095F #20085F
6A30AH 12A31H
(Unaudited) (Audited)
(REER) (&%)
HK$’000 HK$’000
FAT THET
Trade receivables due from EWESHE
fellow subsidiaries BAREEZHBAR 25,073 51,711
Other receivables due from Hith IR
fellow subsidiaries BRAEEZHEAR 398 560
Prepayments BARE
fellow subsidiaries BAREEZHBARF 20,192 4,608
Deposits in E
fellow subsidiaries BAREEZHBAR 32,991 -
Trade payables due to EREZHE
fellow subsidiaries BAREEZHBAR 1,525 9,642
Other payables due to Hit 70
fellow subsidiaries BAREE B AT 27,955 4,086
Trade advance from EWE SR
fellow subsidiaries BAREEZHBAR 54,403 24,997
Borrowings from AAER
fellow subsidiaries BRAEEZHEAR 43,710 -
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2009

18 Related party transactions (continued)

()

BRGRS TR BE RN

B Z2009F6 H30H 1F 718 5
18 BEATRE (£)

Key management compensation 0 FEZEBRERM
Unaudited
REBY
Six months ended 30 June
BZE6A308 L~EA
2009 2008
2009% 20084
HK$’000 HK$'000
THER FAT
Salaries, allowances and benefits in kind %% « 2B RE VR 1,686 1,803
Contribution to retirement schemes RIRET IR 47 44
1,733 1,847
Additional information on other state-owned enterprises (o) EEFLEZHMER

The Company is controlled by CEC, and is ultimately
controlled by PRC government, which also controls a
significant portion of the productive assets and entities
in the PRC. In accordance with HKAS 24 “Related Party
Disclosures”, state-owned enterprises and their subsidiaries,
other than CEC Group, are also defined as related parties of
the Company (“Other State-owned Enterprises”).

AARHPEEFEEEH  WHRE
i P BB - AR BB TR
BEGHABPAELEENNEER
BiE - REBAGHERF245% [
EATRORE] BELENERE
AR (REEFEERSN) TRAE
Qﬁ@ﬂZ%EAiUﬁM@Eﬁ
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NOTES TO THE CONDENSED CONSOLIDATED B4 S HiBI &R M EE
INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2009 220096 H30A 1 <164
18 Related party transactions (continued) 18 BHEALRZ (&)
(d) Additional information on other state-owned enterprises o) EEELEZHEMER (£)
(continued)
(i) Summary of significant transactions with Other State- (i) HAMEAGLENEARBHZE
owned Enterprises
Unaudited
REER
Six months ended 30 June
BZ6A30HL~EA
2009 2008
2009 2008F
HK$’000 HK$’'000
FHT TAT
Sales of products and materials SHEERRME 87,513 212,677
Purchase of materials FREMR 8,363 11,286
Interest income from state-owned banks BB E1T2F BMA 599 2,246
Interest expenses to state-owned banks BB R{TZH B H 11,646 16,506
(i) Summary of balances with Other State-owned (i) BEMEELENESHE
Enterprises
At 30 June At 31 December
2009 2008
R20095F 1220085
6A30AH 12A31R
(Unaudited) (Audited)
(REER) (8&R)
HK$’000 HK$’000
FAT THET
Trade receivables B SR 5,396 13,843
Trade payables B S REfTE 4,138 3,127
Bank deposits in state-owned banks BERTZHBITER 334,420 322,129
Bank borrowings from state-owned banks ~B&#H72HTER 557,303 450,813
Balances with Other State-owned Enterprises, BRIRITERRRITERS - BE
except for bank deposits and bank borrowings, were MEECENEHAERARE

unsecured and interest-free. 8o
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NOTES TO THE CONDENSED CONSOLIDATED fiFA4& & T K E R M

INTERIM FINANCIAL INFORMATION
FOR THE SIX MONTHS ENDED 30 JUNE 2009 B 220096 H30H 1 165

19. Events after the balance sheet date 19 £EAKRENHE

Pursuant to agreements entered into with the shareholders of
CEC Huada Electronic Design Co., Ltd. (“Huada Electronics”)
on 20 June 2008, the Company has conditionally agreed to
purchase the entire equity interest in Huada Electronics by
issuing an aggregate of 608,000,000 new shares at the price of
HK$2.50 for settlement of the consideration for the acquisition.
The acquisition of Huada Electronics has been approved by the
independent shareholders of the Company on 21 July 2008
and was completed in September 2009. After completion of
the acquisition, Huada Electronics becomes a wholly-owned
subsidiary of the Company and the financial statements of Huada
Electronics will be consolidated into those of the Group. Details of
acquisition of Huada Electronics were set out in the Company’s
circular dated 30 June 2008.

BEELRPEEANE TR ERELA
Al ([EXET]) BRRN200856A 208 7]
N2 ARRERGREEEEAS
FH2HMBARER - B BEBA2.507% TH
B8 %174 $£608,000,0008% 3 & % 1 Uk
BHORE WBEEAETCEARRBY
FR 200847 A 21 B 4 /3 2 720094
R Rk - RERIKEER  EXETHKA
ARBRIZZBNBAR » MEAET 28
BREREAREGGAAE - ARNEE
RETZFHBEEHNARAR2008456 A
30H FIE 2@ o
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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 27, 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 2009 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.
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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, 14 September 2009

FHEE

KA BEESEHALEEHRNELE
ﬁﬁ%%mmﬁfmamm%ﬁ&%%ﬁ
TR BEREN] #178H - BHF
AN BRI ENAEHBNEstE
BHOABELEH  RERDITHENED
EZHRF EHNEBEEBREESE
EAETEGNER AN HTELHM
ARBER I NBEB RPN
EEREE - At RATEERER
=

E
BREMOEYN RMLEBREAE

B SRMEETREBEHERER)
AABRERA G ERF345E [ HA
BRE | R -

EORKEEHAEHM
ﬁ% athn

&6 200959H14H
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

Affected by the weakening of the PRC domestic market and
the recession in many other parts of the world, the Group’s
performance, and business alike, was inevitably affected.
Amidst such difficult operating environment, the management,
in addition to the continuous implementation of stringent
cost control measures, further intensified control in risk
management and cash management. During the period, the
Group continued to focus on the development of Philips mobile
handset business and targeting at both the mid-tier and high
end segments of the market. As a result of the slow down
in consumer spending and majority of the new products will
be released in the second half of the year, sales of Philips
mobile handsets and portable multimedia players dropped
by 12% and 24% to 0.7 million units and 0.9 million units
respectively. Such reduction in sales volume has been offset
by the increase in sales of ODM and EMS mobile handsets
and as a result, the Group was able to maintain similar level of
overall sales of 3.4 million units as those of the corresponding
period in 2008. During the six months ended 30 June 2009,
the Group recorded a sales revenue of HK$877.9 million, a
decrease of 15% compared to the same period last year.
Gross profit for the period reduced from HK$155.8 million in
2008 to HK$105.3 million in 2009. The overall gross profit
margin of the Group dropped from 15% in 2008 to 12% in
2009.

In order to mitigate the impact of the slowing down of the
global economy following the global financial crisis, the Group
has implemented various emergency measures to re-align
our resources deployment and as a result the selling and
marketing costs and the administrative expenses were reduced
by 26% and 39% to HK$91.4 million and HK$91.6 million
respectively. The Group recorded an exchange loss of HK$7.0
million (2008: exchange gain of HK$16.0 million) primarily as
a result of the devaluation of Russian Ruble.

The Group incurred loss attributable to the equity holders of
the Company of HK$75.0 million during the period (2008: loss
of HK$60.6 million) and basic loss per share was HK cents
6.92 (2008: loss per share of HK cents 5.59). The Board
resolved not to pay any interim dividend for the six months
ended 30 June 2009 (2008: nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

Prospects

Despite that many countries have introduced emergency
economic measures to cope with the deteriorating economy
and that there are signs that the magnitude of economic
recession has subsided, 2009 will turn out to be one of
the most challenging years; fraught with difficulties and
uncertainties resulting from the global financial crisis. In line
with this global trend, the PRC’s economic growth is expected
to slow down. However, driven by the PRC government’s
initiatives to adjust its macro policies and encourage domestic
consumption, the PRC economy is considered to be better-
positioned to recover faster and earlier than the other major
economies. The Group believes that the demand for mobile
handset will rebound to relatively normal level in the years
ahead.

The acquisition of Huada Electronics was completed in
September 2009. The Group has successfully extended its
business into the integrated circuits chips design sector, which
is a high-tech area with better profit margin, and broadens
the Group’s revenue sources and provides a stable earning
to the Group. Huada Electronics has a strong presence in the
integrated circuits industry and is an industrial leader in the
design and research and development of integrated circuits.
The technologies and products of Huada Electronics have
been widely applied in the areas of social security, electronic
payments, telecommunications and consumer electronics.
Through the acquisition of Huada Electronics, the Group
intends to transform itself to an active player in the industry
possessing more comprehensive capability in the upstream of
the industry value chain.

Looking forward, the Group will continue to manage the
potential challenges with care and diligence and focus on the
business in the high-tech area with better profit margin. The
Group will position itself to explore new business opportunities
at the upstream of the industry value chain through merger
and acquisition, restructuring or business cooperation to
strengthen and broaden its mid to high end stream business
platform.
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

The Group finances its operations primarily by internal
resources and short term bank borrowings. As at 30 June
2009, the Group had cash and cash equivalents amounted
to HK$435.4 million (31 December 2008: HK$343.1 million)
which were primarily denominated in Hong Kong dollars,
Renminbi and United States dollars.

As at 30 June 2009, the Group had short term bank borrowings
of HK$557.3 million (31 December 2008: HK$450.8 million),
which were denominated in Renminbi and United States
dollars.

As at 30 June 2009, assets with a carrying value of HK$187.5
million (31 December 2008: HK$28.4 million) were pledged
for total borrowings of HK$140.3 million (31 December 2008:
HK$25.5 million). The bank borrowings were borrowed at
contracted fixed interest rate. The Group’s available banking
facilities were HK$600.5 million.

As at 30 June 2009, the Group had net current assets of
HK$80.4 million (31 December 2008: HK$171.6 million). The
overall gearing ratio, which is calculated as the total liabilities
over total assets of the Group, was 87% (31 December 2008:
80%).

The Group’s export sales are predominantly invoiced in
United States dollars, Russian Ruble and New Turkish Lira
and its domestic sales are invoiced in Renminbi. The Group
imports some of its raw materials and production and testing
equipment from overseas suppliers which are paid in United
States dollars and Euro. The Group will make use of hedging
contracts, when appropriate, to leverage the risk of foreign
exchange fluctuation arising from its operations.

As at 30 June 2009, the Group had contracted but not
provided for capital commitments of HK$0.7 million (31
December 2008: HK$2.1 million) for the acquisition of fixed
assets and intangible assets. The Group did not have any
material contingent liabilities outstanding as at 30 June 2009
(31 December 2008: nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

Employee and Remuneration Policies

As at 30 June 2009, the Group had approximately 1,900
employees (31 December 2008: 2,200 employees), the
majority of whom were based in China. Personnel expenses
during the period were HK$73.2 million (2008: HK$108.4
million).

The Group recognises the importance of high calibre and
competent staff and has a strict recruitment policy and
performance appraisal scheme. Remuneration packages 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.
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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,
as at 30 June 2009, 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 “SF0”)) that 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 2009, 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”).

As at 30 June 2009, 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:
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Options Options

outstanding  Options outstanding

at 1.1.2009 lapsed at 30.6.2009

#2009 20095

1A1H 6A30H

HARTE  BRUM i RATHE

Name et IR IR BRE 1B IR
Directors 2

Tong Baoan KREZ 2,280,000 - 2,280,000

Fan Qingwu (Managing Director) BT (EEEEE) 2,160,000 - 2,160,000

Hua Longxing EEH 2,160,000 - 2,160,000

Sub-total et 6,600,000 - 6,600,000

Employees and other participants EERHt1 2 &% 4,470,000  (390,000) 4,080,000

Total S 11,070,000  (390,000) 10,680,000

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 in the following periods:

(i) inrespect of a 50% of the options stated above, from 1
November 2006 to 31 October 2009; and

(i) in respect of the remaining 50% of the options stated
above, 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
2009.
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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 2009 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

As at 30 June 2009, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the
SFO showed that the following shareholders had notified the
Company of their relevant interests in the shares or underlying
shares of the Company:
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Number of Percentage of

shares held  shareholding

Name of shareholder RREE BEROEE BREA N
China Electronics Corporation China Electronics Corporation

(BVI) Holdings Company Limited (BVI) Holdings Company

(“CEC (BVI)") Limited ([CEC (BVI))) 812,500,000 74.98%
China Huada Integrated Circuit PREAERERRTER

Design (Group) Co., Ltd. (“China Huada”) BB AR ([FEZEKX])

(Note 2) (Biz2) 393,680,000 36.33%
CEC (Notes 1 and 2) REETEE (HH1k2) 1,206,180,000 111.32%
SDIC High-Tech Investment Co., Ltd. ERaR R EERAR

(Note 2) (Hizt2) 393,680,000 36.33%
The State Development and ERRERE AT

Investment Corporation (Note 2) (Hi22) 393,680,000 36.33%
Devon Fortune Limited Devon Fortune Limited

(“Devon Fortune”) ([Devon Fortune]) 60,798,358 5.61%
Chan Chak Shing (“Mr. Chan”) (Note 3) g ([REE]D (H23) 64,923,358 5.99%
Wang Qinsheng (Note 4) THE (Fit4) 55,733,840 5.14%
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OTHER INFORMATION

Substantial Shareholders (continued)
Notes:

(1)

CEC holds 100% interest in CEC (BVI) and is deemed to be
interested in the shares held by CEC (BVI). The directors regard
CEC, a state-owned enterprise established under the law of the
PRC, as being the ultimate holding company of the Group.

On 20 June 2008, the Company entered into an equity transfer
agreement with China Huada in relation to the acquisition of
64.75% equity interest in Huada Electronics for a consideration
of HK$984.2 million (“China Huada Acquisition”) which shall be
satisfied by the Company allotting and issuing 393,680,000
Consideration Shares at an issue price of HK$2.50 per
Consideration Share. Completion of the China Huada Acquisition
took place on 9 September 2009.

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 law 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
Consideration Shares (allotted and issued upon completion of the
China Huada Acquisition) which China Huada is interested in.

These 64,923,358 shares represented the aggregate of: (i) the
family interest of Mr. Chan of 4,125,000 shares and (i the
corporate interest of 60,798,358 shares held by Devon Fortune.
As Mr. Chan holds 100% interest in Devon Fortune, Mr. Chan is
deemed to be interested in the shares held by Devon Fortune.

On 20 June 2008, the Company entered into an equity transfer
agreement with, among others, Ms. Wang Qinsheng, pursuant to
which the Company agreed to purchase from Ms. Wang Qinsheng
a9.1668% equity interest in Huada Electronics for a consideration
of HK$139,334,600 which shall be satisfied by the Company
allotting and issuing 55,733,840 Consideration Shares at an
issue price of HK$2.50 per Consideration Share. Completion of
the acquisition took place on 9 September 2009.
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OTHER INFORMATION

Substantial Shareholders (continued)
Notes: (continued)

(5)  Upon completion of the acquisition of the entire equity interests
in Huada Electronics by the Company on 9 September 2009, the
Company has allotted and issued an aggregate of 608,000,000
shares as consideration for the acquisition. As a result of the
allotment and issue of the Consideration Shares, the shareholding
percentages of CEC (BVI), China Huada, CEC, SDIC High-Tech
Investment Co., Ltd., The State Development and Investment
Corporation and Ms. Wang Qinsheng in the Company as at
the date of this interim report have been reduced from those
percentages disclosed above to 48.03%, 23.27%, 71.30%,
23.27%, 23.27% and 3.30% of the issued share capital of the
Company, respectively.

Pursuant to a notice filed by Mr. Chan with the Company in
accordance with the SFO, the shareholding of Mr. Chan in the
Company has been reduced to 50,731,358 shares on 27 July
2009, representing approximately 4.68% of the then issued share
capital of the Company. Such 50,731,358 shares represented the
aggregate of the family interest of Mr. Chan of 4,125,000 shares
and the corporate interest of 46,606,358 shares held by Devon
Fortune.

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

Save as disclosed above, as at 30 June 2009, no person or
corporation had any interest or short position in the shares or
underlying shares of the Company as recorded in the register
required to be kept under Section 336 of the SFO.

Purchase, Sale or Redemption of Listed
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 2009.
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OTHER INFORMATION

Corporate Governance Practices

The Company has applied the principles and complied with
all the applicable code provisions of the Code on Corporate
Governance Practices (the “CG Code”) as set out in Appendix
14 to the Listing Rules throughout the six months ended 30
June 2009, except for the following deviation:

The Chairman of the Board, Mr. Xiong Qunli did not attend the
Annual General Meeting on 27 May 2009 (the “AGM”) due to
other crucial business on that date. The Chairman is aware
that his absence constituted deviation from the code provision
E.1.2 of the CG Code which stipulates that the chairman of
the board should attend the annual general meeting of the
company. However, the Chairman has asked Vice Chairman,
Mr. Tong Baoan to chair the AGM in his stead. Vice Chairman,
the Chairman of Audit Committee, member of Remuneration
Committee and the Managing Director attended the meeting
and were available to answer questions at the AGM, so
effective communication with shareholders was ensured.

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 2009.

Audit Committee

The audit committee comprises Messrs. Chan Kay Cheung,
Wong Po Yan and Yin Yongli, who are independent non-
executive directors. The audit committee has reviewed with the
management the accounting principles and practices adopted
by the Group and discussed 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 2009.
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OTHER INFORMATION

Directors’ Particulars

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

1. Mr. Chan Kay Cheung was appointed senior advisor of
The Bank of East Asia, Limited.

2. Mr. Tong Baoan ceased to be the chairman of Shanghai
Hua Hong (Group) Company Limited.

By Order of the Board

Xiong Qunli
Chairman

Hong Kong, 14 September 2009
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Room 3503, 35th Floor,
China Resources Building,
26 Harbour Road,
Wanchai, Hong Kong
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Fax {H: (852) 2598 9018

www.cecholding.com.
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