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The board of directors (the “Board”) of China FEETEEERABER AR ([ARQ
Electronics Corporation Holdings Company TJ VEEE([EFg)ERERN
Limited (the “Company”) hereby presents the ARARINMENBAR ([AEE])EHZE
unaudited condensed consolidated interim financial 201346 308 1E /<18 A 89 & & &%
information of the Company and its subsidiaries R4 A P IR EER T
(the “Group”) for the six months ended 30 June
2013 as follows:
Unaudited
ARER
Six months ended 30 June
HZE6A30AIE~ER
2013 2012
2013 20124
Note HK$’000 HK$’'000
i3 THER FAET
Revenue WA 4 728,341 611,317
Cost of sales SHER A (398,618) (378,643)
Gross profit %ﬂ 329,723 232,674
Other gains — net Hileam— 8 5 13,485 21,981
Selling and marketing costs iﬁ% K5 H B A (25,690) (25,422)
Administrative expenses THRX (160,314) (94,492)
Operating profit FE=bnd 157,204 134,741
Finance income — net FE WA -5 6 3,444 813
Profit before taxation BR % A0S A 7 160,648 135,554
Taxation WA 8 (24,184) (21,691)
Profit for the period HREF 136,464 113,863
Attributable to owners of BERAQAEREEE
the Company 136,464 113,863
Dividends KE 9 50,747 -
HK cents HK cents
Al pAll
Earnings per share SREF 10
- Basic —EXK 8.07 6.73
- Diluted -85 8.07 6.73




Unaudited

REERZ
Six months ended 30 June
B Z6A30HLA<MEA
2013 2012
2013% 20124
HK$’000 HK$'000
TER FAT
Profit for the period AR 136,464 113,863
Other comprehensive income  HiIRHE 2 H WK% :
for the period:
[tems that may be reclassified B EENEE
subsequently to profit or loss: m A EENIER
Exchange differences on BEBINETBH
translation of foreign operations [N ZER 14,536 (3,229)
Total comprehensive income HAZHKELE
for the period 151,000 110,634
Attributable to owners of BERAQARAERZEEE
the Company 151,000 110,634




30 June

31 December

2013 2012
2013F6A308 2012F12A31H
(Unaudited) (Audited)
(RBER) (&%)
Note HK$'000 HK$'000
i3 FAL FAT
ASSETS &E
Non-current assets FRBEE
Property, plant and equipment mE - BE k& 11 19,080 21,210
Intangible assets B EE 11 8,761 3,671
Deferred tax assets EREHREEE 55,921 41,950
Available-for-sale financial assets AEHESHEE 2,511 2,467
86,273 69,298
Current assets RBEE
Inventories TE 276,035 308,185
Trade and other receivables B REMEKHRE 12 654,971 494,604
Cash and cash equivalents RekREZED 521,900 476,619
1,452,906 1,279,408
Total assets EEHE 1,539,179 1,348,706
EQUITY AND LIABILITIES iR AR
Equity attributable to owners of the A2 FERSHEEEMN
Company R
Share capital and premium RN K5 B 289,171 889,171
Other reserves Hio 28,656 (320,599)
Retained earnings RBREH 588,228 237,230
Total equity EREE 906,055 805,802
Liabilities 8%
Non-current liabilities FkRBAE
Deferred tax liabilities EREFIEAE 4,816 -
Current liabilities REEE
Trade and other payables B RAMEMNTKIE 13 627,053 541,671
Short term bank loans BHRRITER 1,255 1,233
628,308 542,904
Total liabilities EE4E 633,124 542,904
Total equity and liabilities BRREEAE 1,539,179 1,348,706
Net current assets RBEEFE 824,598 736,504
Total assets less current liabilites #EERAHEE 910,871 805,302




Unaudited

REEK
Attributable to owners of the Company
RAREERBEES
Share Share Other  Retained Total
capital  premium  reserves  earnings equity

Bx  ROEE AtRE  REEN  RHAE
Note HK$'000  HK§'000  HKS'000  HK$000  HKS'000
Ha TATL TATL TATL TAL TATL

At 1 January 2012 R2012E151A 16,916 872,255 (321,238) 39,646 607,579
Total comprehensive income A1 2 M4 42 58

for the period - - (3,229) 113,863 110,634
At 30 June 2012 R201256A30A 16,916 872,255 (324,467) 153,509 718,213
At 1 January 2013 R2013E1A1H 16,916 872,255 (320,599) 237,230 805,802
Total comprehensive income iR 2 I 25

for the period - - 14,536 136,464 151,000
Transfer of share premium ~ EBRERHEEZ (4 0)

to contributed surplus EHRH - (600,000 600,000 - -
Elimination of accumulated  H(# A2 7 25t (i)

losses of the Company EE - - (214534) 214,534 -
Special dividend BRIk & (i) - - (50,747) - (50,747)
At 30 June 2013 1201356 A30H 16,916 272,255 28,656 588,228 906,055

At a special general meeting of the Company held on 20 A2 F201346 208 A B K I H 5 Bl A
June 2013, resolutions were passed by the shareholders & & IR EEBRZER A ME T 5 =1E
to approve the followings:

i) the share premium account of the Company be i) #7242 7] #% 4 (& 8 872,255,000
reduced from HK$872,255,000 to HK$272,255,000 A T Hl B 600,000,000/% 7t &
by the amount of HK$600,000,000; 272,255,000/ 7t ;

i) transfer of the credit arising from the reduction i) HHEURRMDEERESE CERERSE
of the share premium account to the contributed KRR ZEMBEFEAZ ERRBREK,;
surplus account (included in “other reserves”) of the
Company;



)

using the amount then standing to the credit of the
contributed surplus account of the Company to
eliminate the accumulated losses of the Company as
at 31 December 2012 totaling HK$214,534,000; and

payment of a special dividend of an aggregate amount
in cash of HK$50,746,800 (representing HK$0.03 per
share) out of the contributed surplus account of the
Company to the shareholders of the Company whose
names appear on the register of members of the
Company on 2 October 2013.

)

HRAEHRBBBEZERBEMEAR
AR2012612A31A 2 5t BB H
214,534,000 7T : &

B E SRR RN2013F10A28 B85
AARBREEMZ ANRRIBEIAR S
& < 48 5850,746,80078 7T (FA%0.0378
TC) 2RI S



Unaudited

REERZ
Six months ended 30 June
B Z6A30HLA<MEA
2013 2012
20135 20124
HK$’000 HK$'000
TER FHET
Net cash generated from RETHELEZHASFE
operating activities 44,926 97,331
Net cash used in investing BREGZHMACHEEFE
activities (7,448) (16,469)
Net cash generated from/(used in) BEEBES, (FiA) 2
financing activities REFE 10,000 (23,430)
Effect of exchange rate changes  EXEFH s ¥ & (2,197) 209
Net increase in cash and RERREEEY
cash equivalents R 45,281 57,641
Cash and cash equivalents MAIEBZERE
at 1 January kB EEY 476,619 329,453
Cash and cash equivalents H6A30HZER £
at 30 June EBRSEEY 521,900 387,094
Analysis of balances of HEeRBESEEY
cash and cash equivalents: ZEBRDN:
Cash and bank balances Be RIBITHER 521,900 387,094




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

The condensed consolidated interim financial
information should be read in conjunction with the
annual financial statements of the Group for the year
ended 31 December 2012, which have been prepared
in accordance with Hong Kong Financial Reporting
Standards (“HKFRS”).

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 2012.

(@ New and amended standards, and interpretations
mandatory for the first time for the financial year
beginning 1 January 2013 have no material
impact on the Group or are not currently relevant
to the Group.

%A R B E M YRR B BB
AR HHBRARER LR B
16PN < BB RE REBE R G
AERM BB G LR (TBERF
AR ) 345 [ BB MG | ZHRE
i A 24 -

NERGAEFHRMBENEERASE
EREBSMBEHREER ([BHHH
wEAER ) RELZ B ZE20129F12A31
AIEEZFEMBRE —Hi80HE-

BRUAT Pt o - 4R R RERAAR & BRBS 75
BEHRRAZ S BRARREASH
HZE2012F12A31B L FEE 2 FE
BHRERATRAE N

(@) ZAR2013F1 1AM 2 HBRF
JE B R G e A BT AT RSB RT
ER R BRE HAKEYEEAY
2 AR ERAEETHEE -



(b) The following new standards and amendments
to standards that are relevant to the Group have
been issued but are not effective for the financial
year beginning 1 January 2013 and have not
been early adopted:

HKAS 32 Financial instruments:
(amendments) Presentation on assets
and liabilities offsetting
(effective from 1 January

2014)

HKFRS 10, Investment entities (effective
HKFRS 12 and from 1 January 2014)
HKAS 27
(amendments)

HKFRS 9 Financial instruments

(effective from 1 January
2015)

HKFRS 7 and Mandatory effective date
HKFRS 9 and transition disclosures
(amendments) (effective from 1 January

2015)

Management is currently assessing the financial
impact of the above new standards and amendments
to standards to the Group’s financial position and
performance.

Tax charges for the interim periods are accrued using
the tax rate that would be applicable to the expected
total annual earnings.

(b) LATR B BB & R 7201341 A1
BRBMMREELERBL KRR
Bz RSB AR 2 ST 2E R
HRAEET :

BRERER SRIA:ZIIeR

325 AEECRAR
(&3T) Z#EH#H (820145
1A1BRER)

BEUMBHRE RETE (520145
ZRIE105% 1A1ERBER)
125570
BEGH
&R E275
(f31)

BEBGHRE SBMIA(H2015F
ARl % 1A1RBER)

BERMERE  WalERBHA
EAFTHRE BEEEE(A
$o%% (53]) 201561 A1H#E

£3)

EIEE B ATIEAE AT (A ERATERI R
EABTHARBEMBRARREAZ

=
e

RIS RN RANHRES
BANE FEARFAFEHE-



The preparation of the condensed consolidated
interim financial information requires management to
make judgments, estimates and assumptions that
affect the application of accounting policies and the
reported amounts of assets and liabilities, income
and expense. Actual results may differ from these
estimates.

In preparing this condensed consolidated interim
financial information, the significant judgments
made by management in applying the Group’s
accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the
consolidated financial statements for the year ended
31 December 2012 except for the following:

During the current period, the directors of the
Company reassessed the dividend policy of its major
subsidiary established in the People’s Republic of
China (“PRC”), CEC Huada Electronic Design Co., Ltd
(“Huada Electronics”), based on the Group’s current
business plan and financial position, certain retained
earnings generated by Huada Electronics would be
distributed to its non-PRC registered intermediate
holding company and as such, deferred tax liabilities
in this respect was provided in the current period to
the extent that such earnings are estimated by the
directors of the Company to be distributed in the
foreseeable future.

ERUAMRGA BB AR G
BEAELE i RRRETES
HECEREA R AERMA R R R
RS WA R AR Y S
HTEIER -

RREZSEARS P RN EE R
EEERERASEE 2 FETBRMIE
2 BARAEA R TIREEZN
FE2RR EHZEFREZE20125612A8
1A LEFEMNGE T HRERANFMEA
B — B M T FIBR SN

RABER  ARTEFTERNAEER
BRI RMBARRERFRKL
RAEARANSE ([HE]) 2EE2H
BRABALERHEERETRIARE
ERA(TEABFHNRERE &

BFNETREENHDIKTEH
BESN ) R R A ] Bt WAR
RIE R T A TR RS R 5 IR &0 A
RER RAHRREBEEHARE
e -



(a)

(b)

Revenue

Integrated circuits ERERER

products

(a) A

Unaudited
REEX
Six months ended 30 June
HZ6A308 LL~EA
2013 2012
20134 20124
HK$’000 HK$’000
FERT FHT
728,341 611,317

Operating segments

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

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

In terms of geographical location, nearly 100% of
the Group’s revenue is attributable to the market
in the PRC and over 90% of the Group’s non-
current assets are located in the PRC.

(b) EEHE

EREEREER (EBEERR
&) EEMEFERRRDEER
RERE EELSESE

EERRAEELE 2 EBUE—

2

HER

BEREE RERELED

RwESMHME  AEBEEL
100% 2 WA PR B R/ Bl 135 B 8
BO0% .2 IETBY & EAL B o

Unaudited
RIGEX
Six months ended 30 June
HZ6A308 LLNEA

2013 2012

20134 20124

HK$’000 HK$’'000

FET FHT

Government grants BT Bh 13,000 24,229
Exchange losses & 5 B 18 (539) (319
Others Hh 1,024 (1,929)
13,485 21,981




Unaudited

RGEX
Six months ended 30 June

HZ6A308 LLNEA
2013 2012
2013% 20124
HK$’000 HK$’000
FHET FHET

Interest income on short term 52 #3177 Z Al B A

deposits 3,480 1,323
Interest on loans BRF S (36) (510)
3,444 813

The Group’s profit before taxation has been arrived at
after charging/(crediting) the following:

Depreciation of property,
plant and equipment

Amortisation of intangible
assets

Research and development
costs

Written-down of inventories to
net realisable value

Impairment/(Reversal of
impairment) provision for
trade receivables

Operating lease expenses on
property

W% BERRETE
B AE#H

Bt 5% e A B R A

WOR 1T B = A 3R FHE

B 5 EUWIRZRE
BB (BE)

M2 BERER

AEBEZBBARFIEME(GEA)
AT &R :

Unaudited
REEXK
Six months ended 30 June

HZ6A308 L ~EA
2013 2012
20135 20124
HK$’000 HK$’000
TR THT
3,228 3,376
5,093 4,862
82,966 86,166
183 15,235
52,664 (9,423)
7,538 5,244




Unaudited

RICERZ
Six months ended 30 June
HZEZ6A30HILAEA
2013 2012
2013% 20124
HK$’000 HK$’000
FET FHBT
Current taxation N AR B 0B
- PRC corporate income tax —HEPEREH 32,471 29,827
Deferred taxation IRER IR
- PRC corporate income tax —HRE MG (13,103) (8,136)
- Withholding tax on — R B 2 EMETEH
undistributed profits (K1#()
(Note (c)) 4,816 o
(8,287) (8,136)
24,184 21,691

(@)

No provision for Hong Kong profits tax had
been made as the Group did not generate any
assessable profit in Hong Kong for the six months
ended 30 June 2013 (2012: nil).

In accordance with the corporate income tax
laws of the PRC, the applicable statutory tax
rate of Huada Electronics is 25% from 1 January
2008. However, Huada Electronics qualified as
a “High/New Technology Enterprise” and thus
was granted a 15% preferential tax rate from 1
January 2008 to 31 December 2013.

According to the relevant regulations of the
corporate income tax laws of the PRC, when
a foreign investment enterprise distributed
dividends out of the profits earned from 1
January 2008 onwards to its overseas investors,
such dividends are subject to withholding tax at a
rate of 10%.

@

R AL B RE =201346A30H
LE7SME AR B N M A (Rl R
Fim Al - O R B AS BAED
B (20124 - ) -

BEFBCEMEHE EAE

B2008F1A1B 2 EAEER
K R25% o AT - AR EKXRE T
WER [ EFMECE] BitE
200841 HA1H ¥ 22013412 431
AERETEZI5%2ERREK-

RERECEREBRENE @R
E - RBBRRZINGRE D ERE
FEIMEE E 2R A2008F1 A18
BEERBIEARS ZERE
FERK10%RTBIFTEH -



The Board does not recommend the payment of
interim dividend for the six months ended 30 June
2013 (2012: nil).

As approved by the shareholders of the Company
on 20 June 2013, the Company will pay a special
dividend of an aggregate amount in cash of
HK$50,746,800 (representing HK$0.03 per share) out
of the contributed surplus account of the Company
to the shareholders of the Company whose names
appear on the register of members of the Company
on 2 October 2013.

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

Profit for the period attributable AR Bz AE
to owners of the Company
(HK$’000)

Weighted average number ARG ESRER RS
of ordinary shares for the BRI 2 L mAR iniE 19
purposes of basic and #E

diluted earnings per share
Earnings per share (HK cents) &R Z&F (B{l)
- Basic —ER
- Diluted (Note (a)) —5% (M7t (@)

FAEERER (THET)

EESTERZRMNEZE2013F6A30H
1ESME A 2 R HARR B (20124 : 48 ) ©

AR FIRE R 72201346 A20 8 #tf -
RATKEHEEHRAIRMN2013F
10A2B8 BH AR FIRELZM 2 ANAA
A% 3 LA 38 & R < 48 #850,746,800/% 7T
(FRR0.03BTT) ZHRIRE -

BREARREE AN TIRE T B

e

Unaudited
REEXK
Six months ended 30 June
BZE6H30H LLAEA
2013 2012
2013 20124
136,464 113,863

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

8.07 6.73
8.07 6.73

(@ The Company did not have any potential ordinary
shares outstanding for the six months ended 30
June 2013 (2012: nil). Diluted earnings per share
is therefore equal to basic earnings per share.

(a) #HZ=2013%F6AH308 LE<EA @ &
ARV EEMRETEELBR
(2012%F : &) -H It BREBEER
FEGREABRFEE-



During the six months ended 30 June 2013, the
Group had additions to property, plant and equipment
of HK$991,000 (2012: HK$8,886,000).

During the six months ended 30 June 2013,
the Group had additions to intangible assets of
HK$10,074,000 (2012: HK$8,906,000).

The majority of the Group’s sales are with credit terms
of 30 days to 135 days. The remaining amounts are
due immediately after the delivery of goods. Included
in trade and other receivables are trade receivables
(net of provision for impairment) of HK$646,032,000
(81 December 2012: HK$483,969,000) and their
ageing analysis is as follows:

Current to 30 days 30H A

31-60 days 31H £60H

Over 60 days and within 1 year ~ 608 bA k14 R
Over 1 year 1ER

REZ20135F6 A30H ILAEA RN A
KERRARENE  BE RFEZRA
#$991,0007% 7T (20124 : 8,886,000/%
75))

N EE201356 A30H L AAA A
AEERRAEBTAEZRAR
10,074,0005% 7t (20124F : 8,906,000
BIT) °

REEZHEKXBH 2 =EEA30H
Z135H c ERIHER BEEE @R
B - B REMBBRFERIEE SE
WeskIE ($0BRIBE R 1 ) 646,032,000/
7T (20124612 8318 : 483,969,000/
7o) EERER ST

30 June 31 December
2013 2012
201356 HA30H 2012%12A31H
(Unaudited) (Audited)
(REER) (&)
HK$’000 HK$'000
FET FAT
273,762 241,603
136,100 81,632
233,067 158,580
3,103 2,154

646,032 483,969




Included in trade and other payables are trade
payables of HK$229,309,000 (31 December 2012:
HK$243,889,000) and their ageing analysis is as

B 5 REMENFIBEOIEE S EMNTIE
229,309,000/ 7t (20124124311 :
243,889,000/ 7T) * HEEEHR DA :

follows:
30 June 31 December
2013 2012
201356 A30H 2012%12A31H
(Unaudited) (Audited)
(RBER) (EE=%)
HK$’000 HK$'000
FTHET FHET
Current to 30 days 30H A 60,315 78,516
31-60 days 31HZE60H 72,194 76,376
Over 60 days 60H A 96,800 88,997
229,309 243,889

The Group’s future aggregate minimum lease
payments under non-cancellable operating leases for
factories and office premises are as follows:

FEERBTARGR 2BELBRE
MEZKEHEMANRRIN 2 &

EAERIFELELT

Not later than one year 1ER
In the second to fifth year E2FEEFESFR

30 June 31 December

2013 2012
2013%6H308 2012412H31H
(Unaudited) (Audited)
(RBER) (&=%)
HK$’000 HK$'000
FTHET FHET

12,803 13,649

12,376 18,352

25,179 32,001




The Group did not have any material contingent
liability at 30 June 2013 (31 December 2012: nil).

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

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

Sales of products HEEM

Purchase of goods HEE R RRE
and services

Interest received LB F B

Rental paid kA

Loan from CEC (BVI)* CEC BV)E *

201366 A30A « AN & & W & (T &
A A EE (2012128318 : ) -

REAREBERE EXBBIEGEE
BALTETT THIEHEEARS:

(a) HEHEEFEEREXEEERD
A(HEEFEE]) HEEZHZ
RAZEARS

Unaudited
RBCEX
Six months ended 30 June

BZE6H30H LLAEA
2013 2012
20135 2012%F
HK$’000 HK$’000
FERT FHT
65,369 35,957
239,201 270,236
1,089 715
557 569
10,000 -

In April 2013, the Company obtained a
HK$10,000,000 loan from China Electronics
Corporation (BVI) Holdings Company Limited
(“CEC (BVI)"), the immediate holding company of
the Company. The loan bears an interest rate of
2.2% per annum and is repayable on demand.

* MR2013F4F KRR MEER
# £ j% A @] China Electronics
Corporation (BVI) Holdings
Company Limited ([CEC (BVI) )
HY {3 & 710,000,000/ 7T © #% & &
FRER2.2% WRREKEERE

= o



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

Trade receivables B 5 EWGRIE
Other receivables H i R W RROE
Deposits TR

Trade payables B SR RIE
Loan from CEC (BVI) CEC (BVI)& &
Other payables Hth fEAS 3B

(b) EXHEEFEREHAREZEHZOR
ZEKRERR

30 June 31 December
2013 2012
2013F6H30H 2012412H31H
(Unaudited) (Audited)
(RBER) (&E%)
HK$’000 HK$'000
FET FHET
65,708 16,744

- 265

99,228 98,661
133,638 227,568
10,000 -
41,429 3,701

Except for deposits and loan from CEC (BVI),
the above balances with related parties were
unsecured, interest-free and settled according to
the contract terms.

(c) Key management compensation

BrfF 5k % CEC (BV)ERRSN - Lt
B N TSR - R BRI

BRGREE -

(c) EEEEAEMS

Unaudited
REEEX
Six months ended 30 June
HZEZ6A30HLLA~EA
2013 2012
20135 20124
HK$’000 HK$’000
TR FHET
Salaries, allowances and e REEREVET
benefits in kind 2,544 1,879
Contributions to RINGHEIfEER
retirement schemes 135 88
2,679 1,967

On 5 July 2013, the Company and CEC entered into
an equity transfer agreement pursuant to which the
Company has conditionally agreed to acquire and
CEC has conditionally agreed to sell 100% equity
interest in China Electronics Technology Development
Co., Ltd, a wholly-owned subsidiary of CEC, at a
consideration of RMB600 million.

MR2013F7A5H AR R EAEEF
SEFT SRR B ANAF]
ERGREREMTRETFEEE K
HREHETEETEEZENBA
AR EEFRIZRFAE AR AR 2100%
Btz REAARBET-
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TO THE BOARD OF DIRECTORS OF

CHINA ELECTRONICS CORPORATION
HOLDINGS COMPANY LIMITED

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

We have reviewed the condensed consolidated
interim financial information set out on pages
4 to 20, which comprises the consolidated
balance sheet of China Electronics Corporation
Holdings Company Limited (the “Company”)
and its subsidiaries (together, the “Group”) as
at 30 June 2013 and the related consolidated
income statement, consolidated statement of
comprehensive income, consolidated statement
of changes in equity and condensed consolidated
cash flow statement for the six-month period then
ended, and a summary of significant accounting
policies and other explanatory notes. The Rules
Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited require
the preparation of a report on interim financial
information to be in compliance with the relevant
provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of Certified Public
Accountants. The directors of the Company are
responsible for the preparation and presentation
of this condensed consolidated interim financial
information in accordance with Hong Kong
Accounting Standard 34 “Interim Financial
Reporting”. Our responsibility is to express a
conclusion on this condensed consolidated 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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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.

Based on our review, nothing has come to
our attention that causes us to believe that
the condensed consolidated 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, 29 August 2013
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The Group’s integrated circuits design business
comprises the design of integrated circuits chips
and the development of application system.
Currently, our products are mainly used in smart
cards such as identity cards, social security cards,
telecommunication cards and electric cards. Our
products are also applied in wireless local area
networks. For the six months ended 30 June 2013,
the Group has obtained 25 new patents.

Due to the further intensification of market price
competition in 2013, the average selling prices of
integrated circuits chip products were generally
lower when comparing with those of the 2012.
The Group on one hand adjusted its product mix
in its smart card chips business and concentrated
on products which have a better gross profit
margin, also stepped up its effort in cost control
and expanded the market share of its products.
Through successfully boosting the sales of a
number of our main products, the overall sales
volume recorded a moderate increase during
the six months ended 30 June 2013, which
compensated the impact of the decrease in the
average selling prices of integrated circuits chip
products on the revenue for the period. Revenue
for the six months ended 30 June 2013 amounted
to HK$728.3 million, representing an increase of
19.1% when comparing with the corresponding
period of last year. As the combined effects of
the improvement on the product mix of the Group
and effective cost control had out-weighed the
impact of the decrease in the average selling
prices of integrated circuits chip products on the
gross profit, the gross profit increased by 41.7% to
HK$329.7 million for the six months ended 30 June
2013. During the period, the overall gross profit
margin has increased 7.2 percentage points.
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Selling and marketing costs for the six months
ended 30 June 2013 amounted to HK$25.7
million (2012: HK$25.4 million). As a percentage
to revenue, selling and marketing costs decreased
to 3.5% for the six months ended 30 June 2013
from 4.2% of the corresponding period of last year.
The decrease was due to stringent cost control
measures implemented during the period.

Administrative expenses increased by 69.7% to
HK$160.3 million for the six months ended 30
June 2013. The increase was mainly attributable to
the provision for impairment of trade receivables.
Research and development costs were HK$83.0
million in 2013 (2012: HK$86.2 million), which
represented 11.4% of the revenue for the six
months ended 30 June 2013 (2012: 14.1%).
Research and development during the period
primarily focused on the EMV card, mobile payment
card and RFID (“radio frequency identification”) chip
products.

Government grants recognised as income
decreased by 46.3% to HK$13.0 million for the
six months ended 30 June 2013 resulted from
less government subsidies for research and
development costs incurred in the period.

For the six months ended 30 June 2013, the
profit attributable to owners of the Company was
HK$136.5 million (2012: HK$113.9 million), and the
basic earnings per share was HK8.07 cents (2012:
HK6.73 cents).

The Board does not recommend the payment of
interim dividend for the six months ended 30 June
2018 (2012: nil). As approved by the shareholders
of the Company on 20 June 2013, the Company
will pay a special dividend of an aggregate amount
in cash of HK$50,746,800 (representing HK$0.03
per share) out of the contributed surplus account of
the Company to the shareholders of the Company
whose names appear on the register of members
of the Company on 2 October 2013.
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At present, the application of smart cards in the
PRC market are mainly in telecommunications,
social security, identity identification, financial
services, electricity, transportation, petrol payment,
etc., among which the massive issuance of social
security cards, identity cards, electric cards,
petrol payment cards and other smart cards
have been the driving force behind the growth
of the domestic smart card market. After many
years of development, the Group has emerged
as a market leader in the above mentioned smart
card market. Moreover, the Group has also been
actively exploring and developing new industry and
corporate customers and providing tailor-made
products to meet customer’s needs. Meanwhile,
we also notice that the slow down in growth in
the domestic and foreign telecommunication card
market, and the competition of domestic social
security card market are increasingly intense, all of
which will bring new challenges to the sales volume
and revenue of the Group’s products.

Looking forward, on one hand, the Group will
continue to persist in independent technology
innovation, actively explore financial services and
other new application businesses for smart cards
as well as other aspects of chips design, capture
the development opportunities in the integrated
circuits design segment, and strive to maintain
its leading position in the integrated circuits chips
design sector.
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On the other hand, the Group will strive to
diversify its business. In July 2013, the Company
entered into an equity transfer agreement with
CEC to acquire the 100% equity interest in China
Electronics Technology Development Co., Ltd.
The acquisition is in the process of obtaining all
necessary approvals, including but not limited
to approval by the independent shareholders of
the Company. Upon successful completion of
the acquisition, the Group will leverage on this
opportunity through adopting effective measures
to meet local needs, to focus on establishing
a software and hardware environment that is
favourable for the development of electronic
information technology industrial parks, gradually
develop a series of comprehensive services,
including industrial guidance, funding support,
consultation services, technical support, lifelihood
services, etc., and expand and strengthen the
electronic information technology industrial park
service business in providing a better industrial
development platform and environment for those
domestic and foreign enterprises that are engaged
in high-tech research and development, production
and services businesses. In addition, in June
2013, the Company has entered into a strategic
cooperation framework agreement with Beihai
City People’s Government of the PRC and CCB
International (Holdings) Limited, for the construction
of Beibu Gulf Eco-Wisdom Electronics City in
Beihai City, Guangxi Province of the PRC as a
modern production and service agglomeration
complex. At present, the project is still under
evaluation by the government authority, and in the
event that the Group were able to participate in
this project, the Group will also leverage on this
opportunity to achieve its business diversification
objective.
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The Group finances its operations primarily by
internal resources and short term loans. At 30 June
2018, the Group had cash and cash equivalents
amounted to HK$521.9 million, 78.8% of which
was denominated in Renminbi, 20.4% in United
States dollars and 0.8% in Hong Kong dollars (31
December 2012: HK$476.6 million, 77.5% of which
was denominated in Renminbi, 22.0% in United
States dollars and 0.5% in Hong Kong dollars).

At 30 June 2013, the Group had unsecured
short term bank loans of HK$1.3 million, which
were denominated in Renminbi (31 December
2012: HK$1.2 million, which were denominated
in Renminbi). The bank loans were borrowed at
contracted fixed interest rate. At 30 June 2013,
committed borrowing facilities available to the
Group but not drawn amounted to HK$425.6
million. At 30 June 2013, the Group did not have
any pledged asset or guarantee (31 December
2012: nil). The Group’s revenue are mainly
denominated in Renminbi and payments are
denominated in Renminbi and Hong Kong dollars.
The Group will make use of hedging contracts,
when appropriate, to hedge the risk of foreign
exchange fluctuation arising from its operations.
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At 30 June 2013, the Group had net current
assets of HK$824.6 million (31 December 2012:
HK$736.5 million). The overall gearing ratio, which
is calculated as the total liabilities over total assets
of the Group, was 41.1% (31 December 2012:
40.3%).

At 30 June 2013, the Group did not have any
material capital commitment (31 December 2012:
nil) for the acquisition of fixed assets and intangible
assets. The Group did not have any material
contingent liability at 30 June 2013 (31 December
2012: nil).

At 30 June 2013, the Group had approximately
350 employees, the majority of whom were based
in the PRC. Employee benefit expenses during the
period were HK$66.7 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. Bonuses and other merit
payments are linked with the performance of
the Group and of the individuals as incentive to
optimise performance.
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At 30 June 2013, 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 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”).

At no time during the six months ended 30 June
2013 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.
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At

30 June 2013, the register maintained by the

Company pursuant to Section 336 of the SFO
showed that the following persons (other than the
director or chief executive of the Company) had
notified the Company that they had an interest
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of 5% or more in the issued share capital of the
Company:
Number or
attributable
number of
shares interested Percentage of
HERER shareholding
Name of interested party FEREEEE RHEE BREAL
China Electronics Corporation China Electronics Corporation 812,500,000 48.03%
(BVI) Holdings Company (BVI) Holdings Company
Limited (“CEC (BVI)") Limited ([CEC (BVI) )
China Integrated Circuit Design FEEREKERRHE 393,680,000 23.27%
Corp., Ltd (“China Huada’) BRAR ([FEEK])
China Electronics Corporation Limited FHEFEEEXSEEAR 1,206,180,000 71.30%
(“CEC”) (Notes (1) and (2)) AR ([HHEFEE])
(W1 R(2)
SDIC High-Tech Investment Co., Ltd B RRREEERAF 393,680,000 23.27%
(Note (1)) (H1aE(1))
The State Development and Investment ~ BIR BB E A7 (#52(1)) 393,680,000 23.27%
Corporation (Note (7))
Notes: Hiat -

1)

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

CEC holds 100% interest in CEC (BVI) and is deemed
to be interested in the shares of the Company held by
CEC (BVI).
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All the interests disclosed above represent long
position in the shares of the Company.

Save as disclosed above, at 30 June 2013, the
Company had not been notified of any other
interest or short position in the shares or underlying
shares of the Company which were required to be
recorded in the register required to be kept under
Section 336 of the SFO.

Neither the Company nor any of its subsidiaries
had purchased or sold any of the Company’s
shares and the Company had not redeemed any
of its shares during the six months ended 30 June
2018.

The Company has complied with all the applicable
code provisions in the Corporate Governance Code
as set out in Appendix 14 of the Listing Rules
throughout the six months ended 30 June 2013.

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 2018.
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The audit committee has reviewed the unaudited
condensed consolidated interim financial
information of the Group for the six months ended
30 June 2018.

Changes in particular of the directors of the
Company is set out as follows:

1l Mr. Qiu Hongsheng was appointed as
an independent director of AVIC Heavy

Machinery Co., Ltd (a company listed on the
Shanghai Stock Exchange) in May 2013.

By Order of the Board

Rui Xiaowu
Chairman

Hong Kong, 29 August 2013
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