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Corporate Profile and Corporate Information

ARG RARIER

HL Technology Group Limited (the “Company”, “our” or "we") is a
one-stop provider of signal transmission and connectivity solutions
and related products for the global 3Cs (computing, communication
and consumer electronics) markets. A majority of our key customers
are global top tier players and we have the leading position in market
share for several key products including internal and external signal
cable assembly, power cord assembly, signal transmission wire and
cable, connectors, antennas, automotive wiring harness and other
products in the world. Our shares were listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on
16 November 2010.
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Corporate Profile and Corporate Information
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REGISTERED OFFICE

Offshore Incorporations (Cayman) Limited
Corporation Scotia Centre, 4th Floor

P.0. Box 2804, George Town

Grand Cayman KY1-1112

Cayman Islands

HEADQUARTER

Pudong Road, Economic and
Technological Development Zone
Weihai

Shandong Province

PRC

PRINCIPAL PLACE OF BUSINESS
IN HONG KONG

Unit 1805, Admiralty Centre Tower Two

18 Harcourt Road

Admiralty

Hong Kong

PRINCIPAL BANKS

Bank of China (Weihai Branch)

Agricultural Bank of China (Weihai Branch)
China Everbright Bank (Changshu Sub-branch)

LEGAL ADVISERS
Orrick, Herrington & Sutcliffe (as to Hong Kong law)
Beijing DHH Law Firm* (as to PRC law)

AUDITOR
Deloitte Touche Tohmatsu

SHARE REGISTRAR
Hong Kong Branch Share Registrar and Transfer Office
Computershare Hong Kong Investor Services Limited

LISTING EXCHANGE INFORMATION
Place of Listing
Main Board, The Stock Exchange of Hong Kong Limited

STOCK CODE
1087

COMPANY WEBSITE

www.hong-lin.com.cn
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Chairman’s Statement
FERE

Dear Shareholders,

On behalf of the Company and its subsidiaries (collectively, the
“Group”), I am hereby pleased to present to you the unaudited
interim results of the Group for the six months ended 30 June 2012.

PERFORMANCE REVIEW

The operating environment for global 3Cs markets was met with
challenges and difficulties during the first half of 2012. The global
economic crisis and the downturn of markets continued to intensify.
The sovereign debt crisis in Europe had been escalating and
unemployment rates hit record high in Europe and the United States
(the "U.S."). Consumers became less confident towards markets and
consumer demands remained low. Our customers’ overall
purchasing volume during the second half of 2011 remained stable,
however, the first half of 2012 saw a slight decrease along with the
downturn in global electronic markets. Notwithstanding the overall
weakness in our operating environment, the Company remained
prudent in operation, and made all efforts in strengthening customer
base as well as capability in research and development. We also
continued to reform automation. At the same time, we saw a
persistent shift in global purchasing of wire and cable products
towards China, especially those top-tier international customers of
wire and cable. As a result of the aforementioned reasons, for the six
months ended 30 June 2012, the Group’s revenue reached
approximately Renminbi (“RMB”) 1,030.8 million, representing a
growth of approximately 16.9% as compared to the corresponding
period in 2011.
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Chairman’s Statement
FERE

PERFORMANCE REVIEW (continued)

Although the Company recorded some growth in revenue, the gross
profit margin fell to 15.8% for the six months ended 30 June 2012, as
compared to the corresponding period ended 30 June 2011, mainly
attributable to: (i) the Company’s adoption of more aggressive pricing
strategy so as to expand its market share in a depressed market; (i)
an increase of labour costs and outsourcing costs of approximately
49.6% and 80.2% respectively, mainly as a result of an overall
increase in employee salaries in line with general inflation for the
first half of 2012; and (iii) the lingering effect of two acquisitions in
2011 that dragged down the Company’s gross profit margin. At the
same time, the Group's net profit dropped from RMB86.8 million as
at 30 June 2011 to RMB22.0 million, which was mainly due to: (i) the
decrease of gross profit margin for the six months ended 30 June
2012, (ii) the necessary investment to uphold research and
development, sales and administration, which would not generate
significant return before 2013, for enabling the Group to gain a better
position in an ever-competitive market; and (iii) a sharp rise of
financial cost due to higher interest rate and an increase in bank
borrowings compared to the corresponding period of 2011.
Notwithstanding the presence of recession, we believe the set back
in gross profit and net profit for the six months ended 30 June 2012
is tentative, our current endeavours will eventually pave as solid
basis of the Company’s business for a long-term sustainable
development.

Overall, we have lost some short-term interests due to a lot of
factors in uncertainty and instability affecting the current 3Cs
markets. Despite of such circumstances, we have still used our best
endeavours to win us more global market share and customer base
contributing to the Group’s long-term profitability in the near future.
In view of the above, our progress in the first half of 2012 are
summarized as follows:

Strengthening of Customer Base

Notwithstanding the weak market operating environment since the
second half of 2011, the Group still demonstrated a strong
momentum in consolidating our global customer base. Major
customers that have been working with us for a long time are
increasing their purchasing volume on our major products. The
purchasing volume of several newly engaged customers in Europe
and the U.S., such as Dell and HP, was surging rapidly, representing
an increasing recognition of the Group in global 3Cs markets. During
the first half of 2012, newly engaged customers in Europe and the
U.S., such as RIM (BlackBerry) proved our competitiveness, product
quality and innovativeness were leading in the industry. At the same
time, we saw a persistent shift of global purchasing of wire and cable
products to China, partly due to the persistently escalating technical
edge of China’s suppliers and their competitiveness still remains
strong notwithstanding the latest rise in labour cost.
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Chairman’s Statement
FERE

PERFORMANCE REVIEW (continued)
Progress of Research and Development

During the first six months in 2012, we have been developing and
upgrading the product mix derived from the research and
development of high-speed and high-frequency wire and cable, with
new inclusion of wire and cable products, halogen-free products and
antenna products such as elastomer materials of halogen-free
polyphenylene oxide, LSZH (Low Smoke Zero Halogen) polylefine
jacketing materials, ultra thin embedded metal antenna, intelligent
antenna and 3D (Three Dimensional) antenna, in particular the
notable MHL (Mobile High-definition Link) 2.0 that adds remote
control functions on the foundation of MHL1.0 to further demonstrate
its intelligent features. This project also enabled us to continuously
penetrate into communication and high-end consumer electronics
markets.

Upgrading of Management System

During the first half of 2012, the Group implemented a series of
policies to upgrade management system, including: (i) perfecting the
all-round organizational performance appraisal system and the 360°
individual performance appraisal system to realize an end-to-end
tracking of management by objective and project management for
the purpose of securing profit; (i) perfecting the budget management
system and the financial analysis system for the purpose of further
strengthening management’s control over the Group’s cost; (iii)
integrating information technology and enterprise management into
an information system for the purposes of lowering management
cost and enhancing operating effectiveness; and (iv) introducing
professional managers with career background of working with
internationally renowned enterprise into departments such as
purchasing, human resources, research and development and sales
for the purposes of applying advanced management concepts and
bringing more scientific and systematic methods to the Group's
management. These measures served to establish a more effective
management team and consolidated the Company'’s operating basis.

Achievements in Quality Management System

As for quality control, we endeavoured to enhance the Company’s
overall competitiveness in various ways, mainly including: (i)
introducing international standards in laboratory management
methodology, such as RS17025 for the purpose of better serving our
top-tier international customers; (i) introducing EICC (Electronic
Industry Code of Conduct) into the facilities in Weihai, Changshu and
Dezhou which mainly endeavours in environmental protection and
labour safety protection; and (iii) implementing on-site quality
inspection system SPC (Statistical Process Control) for the purposes
of enhancing product yield rate and lowering rejection rate. These
measures successfully enhanced the Company’s capability and
effectiveness in quality control.
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Chairman’s Statement
FEHE

PERFORMANCE REVIEW (continued)
Outlook

The industry remains prudent towards the business environment of
3Cs industry in the second half of 2012. It is expected that the overall
economy will not recover quickly from the recession. Therefore the
Company will remain cautious in dealing with the complicated
operating environment. We will continue to make necessary
investments in high-value areas for better equipping the Group and
maintaining the Group at the technological forefront, so as to make
profits from economic recovery at any time. The Group will
continuously improve our research and development capability,
move the labor intensive production processes to bases in the
underdeveloped areas and strengthen the automation level to keep
our competitiveness in respect of research and development and
cost. In order to further enhance our competitiveness, the Company
is considering some industrial upgrading by developing downstream
supply chain. Furthermore, we will not rule out merger and
acquisition as the means to develop the area of communication,
such as research and development and manufacture of wireless
communication system devices and wireless terminal devices, and
the service for wireless network planning and upgrading, etc., which
has more room for profitability under appropriate circumstances. In
summary, we are confident in securing more renowned customer in
the future, and are convinced that the continuous enhancement and
development of our business will eventually realise.

APPRECIATION

On behalf of the board (the “Board”) of the directors (the "Directors”)
of the Company, | express my earnest gratitude towards our
shareholders for demonstrating your support and confidence in our
management team at any moment. At the same time | also wish to
thank our colleagues on the Board for your persistent contribution in
the Company’s development and progress. Furthermore, | thank all
the staff that have been committed to their duty for and being
resilient in the development of the Group's business.

Yours faithfully,

Chi shaolin
Chairman and CE of HL Technology Group Limited

15 August 2012
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Financial Summary
B2

A summary of unaudited results, selected financial ratio information, R FEZEE - KETHHELXRER - BEHR
assets and liabilities and cash flows is as follows: BERRERENMENT :

Six months ended 30 June
BZEASA=1+THLAEAR
2012 2011 Change
=B--F —T—F
RMB’000 RMB’000

ARETT AREETTT
(unaudited) (unaudited,

restated)
(RBER) (RETEZ
=751))
Revenue W25 1,030,846 881,691 16.9
Gross profit EF| 162,927 187,932 (13.3)
Profit before taxation M 55 BT A 19,862 94,156 (78.9)
Profit for the period B % F) 22,041 86,773 (74.6)
Profit attributable to: AT & 75 (s F) -
— Owners of the Company — RREHEEA 27,876 84,201 (66.9)
— Non-controlling interests — DBAR R R (5,835) 2,572 (326.9)
22,041 86,773 (74.6)
Earnings per share R AT
— Basic (RMB cents) — B EAR(ARED) 3.9 11.7 (66.7)
SELECTED FINANCIAL RATIOS RIRTER L=
For the six months ended 30 June HENA=Z+THIEAEA

Gross profit margin Z2EREF 15.8% 21.3%
Net profit margin 2R K| 2.1% 9.8%
Current ratio (times) MBI (1F) 1.3 1.3
Gearing ratio EAXAELE 33.5% 35.2%
Return on total assets* RE E DR * 0.9% 4.0%
Return on total equity* 4R 1 2 [ 3R 2.0% 8.8%

* The above ratios are calculated by using average balances of total assets and ~ * bR TIIRAF R EEMEE ST HED -
total equity.
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Financial Summary
52

ASSETS AND LIABILITIES INFORMATION EEHEEERER
As at 30 June RANA=+H
2012 2011
=F-=F —F——F
RMB’000 RMB'000
AR® T ARETTT
As at As at
30 June 31 December
i i
~NA=+H +t=-A=+—H
(unaudited) (audited)
(REER) (&%)
Total assets BEEMBE 2,357,477 2,294,139
Total assets less current liabilities BEERTBAR 1,131,359 1,102,245
Total equity E=BE 1,122,044 1,092,527
Bank balances (including bank deposits) and R 174584 (BIERITFER)
cash equivalent MR&EEY 135,806 156,224
Bank borrowings RITER 790,667 653,471
CASH FLOWS INFORMATION REREERE

For six months ended 30 June

Net cash (used in)/from operating activities
Net cash (used in) investing activities
Net cash from financing activities

HEXNA=+TRHIXNEAR

2012
—E—_—F
RMB’000
ARBTT

(unaudited)

(REEEK)

rEEH (A SRS FHE (46,813)
BERE (FrA)REFRE (95,057)
BERAMFHREFR 140,313

2011
—E——%F
RMB’000
ARETIT
(unaudited,
restated)
(REEEZ -
=51)

2,551
(151,635)
126,721
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Financial Summary
B2

Profit Attributable to the
Revenue owners of the C(ll‘npany Total Assets
& D EHEE AEAREF REE
3 R 2 T & = R
& & a9 2 & 2 s g § 5 5 ¢ g 8 ¥ 3 & X
5 & = 8 5 8 s & o ¢ 3 2 g g & & &8 &
0 0 - - 0 - wn o0 — - 0 N 0 o — N o~ o~

2,000,000 200,000 2,500,000

1,750,000

175,000

2,000,000

1,500,000 150,000

1,250,000 125,000 1,500,000

1,000,000 E E 100,000 E E
| == OE = = 75,000 = = = =
| EE = = = 0 = = = = 0| = = = =
JUEX0 5008 2009 2010 2011 2011 2012 JUEX0 5008 2009 2010 2011 2011 2012 JUEX0 5008 2009 2010 2011 2011 2012
1H' 1H’ 1H’ 1H' 1H’ 1H’
A summary of revenue breakdown in terms of end markets is as RIS RIS AR EN T
follows:
%
100 — 1.5 1.3 1.1
10 12 13 . - -
80 — 41.8 s
54.3
60 |— 329 30.1
40 |—
55.7
43.2 44.8 46.2
20 —
0 | | |
2008 2009 2010 2011 1H' 2011 1H' 2012
ZTENF ZEThF —T-TF —T——F —T——F —E—=F
b¥E A
I Computing FHE#
N Consumer electronics JH&E
Communication k)
I Automotive B
I Others Eith
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Management Discussion & Analysis
SN ERESSa

BUSINESS REVIEW ¥ E

Six months ended 30 June
BZEXA=THIEAEAR

2012 2011
i —F 5
Revenue % of Revenue % of change
RMB'000 Revenue RMB'000 Revenue
(unaudited) (unaudited)
&% e gz (e
ARETR Btk  AR%ETR BRt
(REER) (REER)
External signal cable assembly MRS R A 205,404 19.9 181,940 20.6 129
Internal signal cable assembly WA N 210,575 20.4 169,109 19.2 245
Power cord assembly Bt 176,859 17.2 136,434 15.5 29.6
Signal transmission wire and cable ERERGE 272,240 26.4 236,449 268 15.1
connectors R 14,499 1.4 28,227 32 (48.6)
Antennas K 23,489 2.3 18,943 2.1 24.0
Automotive wiring harness AEHR 87,463 8.5 68,953 78 268
Others Hif 40,317 3.9 41,636 48 3.2
Total w5t 1,030,846 100.0 881,691 100.0 169
1H' 2012 Revenue Breakdown by Products 1H’ 2012 Revenue Breakdown by End Markets
—E-—HFLY¥FRERESZWGE TE-CF FEFREAGEHSEES 2R
19.9% 20.4%
46.2%
3-% 1H 2012 1H’ 2012
—E—- —E-=F
8.5% e ¥
J:4=f,E 17.2% HEF 20.1%
23% 9 2.9%
1.4%
9.3%
26.4% 11.5%
B External signal NEESRS  19.9% I Computing HEK 46.2%
4
cable assembly it BN Consumer electronics  HBEF 30.1%
I Internal signal Zq}%asﬁ%& 20.4% mmm Communication & 11.5%
cable assembly afr ,
[ Automotive AE 9.3%
I Power cord assembly  EEs4EH 17.2%
. . R Others Hitr 2.9%
[ Signal transmission EREs 26.4%
wire and cable 58
Connectors BER 1.4%
I Antennas PN 2.3%
s Automotive wiring ABER 8.5%
harness
[ Others Hit 3.9%
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Management Discussion & Analysis
SRR ESSa

BUSINESS REVIEW (continued)

Total revenue increased by approximately RMB149.2 million for the
six months ended 30 June 2012 or approximately 16.9%, as
compared to the corresponding period in 2011 as we witnessed
growth in revenue across most of our key product segments,
including strong growth in our power cord assembly and signal
transmission wire and cable segments. The increase was primarily
due to: (i) our ability to gain market share in our key target markets
despite the weak operating environment; (i) our ability to develop
new customers and obtain new orders; and (iii) the success of the
aggressive pricing strategy adopted by the Company for acquiring
halogen-free product market which brought the substantial revenue
increase in power cord assembly and signal transmission wire and
cable segment. However, our overall revenue was also negatively
affected by the decrease in average selling price because of both the
decreasing copper price and the aggressive pricing strategy to
increase market share under the overall weak operating environment
in the first half of 2012.

While challenges are expected to continue in the global economies
and 3Cs industries in general in the second half of 2012, we remain
optimistic that the Group is well positioned to continue increasing
market share in our target markets. The Group has also proactively
been addressing the impacts of the weak operating environment by
implementing appropriate inventory policy, tightening credit and cost
control and scaling back capital expenditure in certain areas to
better manage our operations. In the second half of 2012, the Group
will however continue to invest, when necessary, in research and
development and marketing efforts in order to strengthen the
Group’s competitive advantage and to best position ourselves to
benefit from a recovery.
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Management Discussion & Analysis
SN ERESSa

BUSINESS REVIEW (continued)

External Signal Cable Assembly

p

¥ OEE e
IMEESESAH

Six months ended 30 June
BZEXA=THIEAEAR

2012 2011
—E-CF —T——F
Revenue % of Revenue % of
RMB'000 Revenue RMB'000 Revenue
(unaudited) (unaudited)
e fEa e (e
AR®T T Bolt ARETL BRt
(REECER) (CREEERZ
RGB assembly RGB A 95,476 46.5 88,228 48.5 8.2
DVI assembly DVI#E 48,070 23.4 46,306 254 38
HDMI assembly HDMI 48 526 0.3 439 02 198
USB assembly USB4AH 47,891 23.3 36,303 20.0 319
DC assembly DCAAM 13,441 6.5 10,664 59 260
205,404 100.0 181,940 100.0 12.9
We developed a few new customers and obtained some new orders (& masziEssd  RFNE-"S——F %

as well as gained more market share in our key existing markets in
the second half of 2011 and the first half of 2012 despite the weak
operating environment, all external signal cable assembly product
segments recorded increases especially USB assembly. Our external
signal cable assembly segment recorded an increase in revenue of
approximately RMB23.5 million for the six month ended 30 June
2012, or approximately 12.9%, as compared to the corresponding
period in 2011.

Internal Signal Cable Assembly

FURZE——F LFFEALSFES - R
BFETE - BoRAERPMIGHERAT W
NEBERMIMNEESFRAHEFATE D IR 85
BE S LERUSBAEMG  HE-T——F<A
=+ AIEAEAREBIMNEEFGA T KSR
—E——FRPEEHOARE 2355884
12.9% °

RS R ARA

Six months ended 30 June
BEAA=1HIEAEA

2012
—E—_—F
Revenue % of Revenue
RMB’000 Revenue RMB’'000 Revenue
(unaudited) (unaudited)
2= W2 Wz e
ARETR Bk ARETT ERsd
(REER) (REEZ)
Low Voltage Differential Signaling  1KEE D {Z%%
(LVDS) (LVDS) 175,522 83.4 129,016 76.3 36.0
Flexible Flat Cable (FFC) ZERF4E (FFO) 35,053 16.6 40,093 237 (12.6)
210,575 100.0 169,109 100.0 245
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BUSINESS REVIEW (continued)
Internal Signal Cable Assembly (Continued)

Our internal signal cable assembly segment recorded an increase in
revenue of approximately RMB41.5 million for the six months ended
30 June 2012, or approximately 24.5%, as compared to the
corresponding period in 2011, mainly driven by: (i) the growth on the
production capacity of LVDS assembly in Chongging base which
started production in the second quarter of 2011, sales of LVDS
assembly increased by approximately RMB46.5 million for the six
months ended 30 June 2012 or approximately 36.0%, as compared to
the corresponding period in 2011; and (i) negative effects of weak
operating environment and the decrease on the purchase from
existing customers due to the decrease of their production capacities
during their product upgrading. Our FFC assembly recorded a
decrease in revenue of approximately RMB5.0 million for the six
months ended 30 June 2012 or approximately 12.6%, as compared to
the corresponding period in 2011.

Power Cord Assembly

Sales of power cord assembly increased by approximately RMB40.4
million for the six months ended 30 June 2012, or approximately
29.6%, as compared to the corresponding period in 2011, mainly due
to: (i) strengthening of our customer base, especially the newly
obtained customers in the second half of 2011, including DELL and
HP, contributed to the revenue growth; (ii) the success of the
aggressive pricing strategy adopted by the Group for acquiring
halogen-free product market brought the increase in the market
share of this segment; and (iii) the completion of integration in the
aspects of production and management in Weihai facility enhanced
the production capacity of power cord assembly. We believe that in
the next few years, increasing proportion of cable jacket for power
cord assembly would be manufactured using halogen-free materials
instead of conventional plastic materials due to increasing
environmental awareness. The Group will continue to increase the
research and development investment in this segment and take this
as the emphasis of future development.

14  HLTechnology Group Limited « BLHRIEE AR QA
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BUSINESS REVIEW (continued)

Signal Transmission Wire and Cable

¥ OEE e
S ERse

Six months ended 30 June
BZEAA=1HIEREA

2012 2011
—E——F —E——F
Revenue % of Revenue % of
RMB’'000 Revenue RMB'000 Revenue
(unaudited) (unaudited)
g Uz Urzs g
ARETR Bolk ARETT Bk
(REER) (REEZ)
Communication cable BARE 74,342 27.3 48,386 20.5 53.6
consumer electronics cable HEETR 135,785 49.9 131,811 55.7 3.0
Automotive cable R 11,738 4.3 11,407 4.8 29
Power cable EIRIGE 40,870 15.0 41,272 17.5 (1.0)
Specialty wire and cable HFiEgE 628 0.2 — — N/A/TEA
Others Eh 8,877 3.3 3,573 1.5 148.4
272,240 100.0 236,449 100.0 15.1

Our signal transmission wire and cable segment recorded an increase
in revenue of approximately RMB35.8 million for the six months ended
30 June 2012, or approximately 15.1%, as compared to the
corresponding period in 2011, as we saw a strong increase in sales
across products such as communication cable which increased by
approximately 53.6% primarily due to increased revenue contribution
from the customers, including ZTE and Huawei, of Huizhou Honglin
Technology Co., Ltd* ("Huizhou Technology”) which was formerly
known as Huizhou Daya Bay Heping Telecommunication Co., Ltd* post
our acquisition in May 2011 and increased procurement volume from
our existing customers. Furthermore, revenue generated by our
halogen-free wire and cable increased by approximately RMB33.5
million or approximately 124.1% as compared to the corresponding
period in 2011. We have also started sale of specialty wire and cable, a
kind of cable used in special environment, from February 2012, revenue
generated from this segment amounted to approximately RMBO0.6
million in the first half of 2012.

* The English names are for identification purpose only.

HE-_Z——FA=1+H1NERH  A&£=E
BENERERRES PRER_Z——FF
g4 AR 358 B &E T4 15.1% » 11t T)
HAAEEERMESHRERIIEE - Ml
EREBRHERBIERLY53.6% TEHRE
ZE——F R AENKEBMNTELAEHE B R
AE([EMNEHE]) » 2 B8 AN KT E R ¥
BEEEARAR  BEPENEASERHN
WREBEIEE  URAEBIRERFHORE
2 AR - o AEBERGENREL
TR FRBENTHARKIBZSAET
HA)1241% c REBR -_ZT——F -~ At H
IRHE —BRERIREPFEANSREGE %
P ZE——F EFFHRGZETHOAREQS

e —

BHEJT e

* S EA L 9]
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BUSINESS REVIEW (continued)
connectors

The revenue of the Group's connectors segment recorded a revenue
of approximately RMB14.5 million for the six months ended 30 June
2012, representing a decrease of approximately 48.6%, as compared
to the corresponding period in 2011. The significant drop was
primarily due to: (i) the drop of orders from major customers subject
to the impact of economic landscape; and (i) the rise of inventory
level in downstream customers due to the slowdown in sales, which
in turn weakened demand and suppressed the selling price of the
Company’s products.

Antennas

The sales of the antennas segment recorded an aggregate revenue
of approximately RMB23.5 million for the six months ended 30 June
2012, representing an increase of approximately RMB4.5 million, or
approximately 24.0%, as compared to the corresponding period in
2011. The main reasons for the increase are: (i) the initial success of
the substantial investment in earlier research and development and
sales made by the Group to the antennas segment, as well as
continuous investment in the first half of 2012, which resulted in an
ever-increasing number of customers and a rise in overall revenue;
and (i) the maturing of the Group’s antenna business in network
communication of Shenzhen base that achieved an increase in sales.

Automotive Wiring Harness

Revenue for automotive wiring harness increased by approximately
RMB18.5 million for the six months ended 30 June 2012, or
approximately 26.8%, as compared to the corresponding period in
2011, mainly due to the increase in the market share in our key
customers including JAC and HAIMA.

16  HLTechnology Group Limited « BLHRIEE AR QA
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FINANCIAL REVIEW B %5 (5] B8
Cost of Sales SHERA

The following table sets forth a breakdown of our cost of sales for — ~ERE 7| A& B AT/REIRE A E K ANBRAE :
the periods indicated:

Six months ended 30 June
BZEAA=1+HIEREA

2012 2011
—E-—& —E——F
% of total % of total
RMB’000 cost of sales RMB'000 cost of sales
(unaudited) (unaudited)
{HEHE
D%
ARETR B
(RBER)
Raw material costs R AR 663,412 76.4 555,124 80.0 19.5
Utilities N SN 13,121 1.5 10,768 16 219
Depreciation e 16,460 1.9 15,066 2.2 93
Labor costs BT RR 105,886 12.2 70,788 10.2 49.6
outsourcing costs IVBLRK AR 51,681 6.0 28,678 4.1 80.2
Others Hith 17,359 2.0 13,335 1.9 30.2
867,919 100.0 693,759 100.0 251

The following table sets forth a breakdown of our raw material costs T 35 & 51| 7~ &= & 72 BT 7= 20 75 &9 R 1 Bk 25 R
for the periods indicated: 4

Six months ended 30 June
BZAA=1HIEAEA

2012 2011
—¥——-F —F——F
% of raw % of raw
material material
RMB'000 costs RMB'000 Costs
(unaudited) (unaudited)
& 1l
BB RA R A
ARET R Bk ARETT B
(REBER) (REEZ)
Copper materials SRR 346,965 52.3 299,767 54.0 15.7
Plastic materials BRIME 126,716 19.1 99,922 18.0 268
Iron materials AR 12,605 1.9 9,992 1.8 26.2
Others Hit 177,126 26.7 145,443 26.2 21.8
663,412 100.0 555,124 100.0 19.5
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FINANCIAL REVIEW (continued)
Cost of Sales (Continued)

Cost of sales increased by approximately RMB174.2 million for the
six months ended 30 June 2012, or approximately 25.1%, as
compared to the corresponding period in 2011. The increase was
primarily due to: (i) an increase in raw material costs of
approximately 19.5%, mainly as a result of an overall increase in
sales volume and the higher plastic material prices in the first half of
2012 as compared to the corresponding period of 2011. For plastic
materials, the increase in cost is also due to increased proportion of
higher cost halogen-free insulating materials used and increased
sales level for internal signal cable assembly and automotive wiring
harness products that required more plastic materials for production;
and (ii) an increase in labor costs and outsourcing costs of
approximately 49.6% and 80.2% respectively, mainly as a result of an
overall increase in employee salaries in line with general inflation for
the first half of 2012.

Gross Profit and Margin

As a result of the foregoing, our gross profit decreased by
approximately RMB25.0 million or approximately 13.3% in the first
half of 2012 as compared to the corresponding period in 2011. Our
gross profit margin decreased from 21.3% in the first half of 2011 to
15.8% in the first half of 2012. Specifically:

B #E B (&)
SHER A ()

HE_ZT——FA=+THILNEA  HEX
AT ——FRMENHDARK17428E
TLAI25.1% ° B REZRHN © () RIFH
KALAFER-—T——F ¥ FHEBEHES
REBMHERR_FT——FRBREMEN
#119.5% ° LBRBM S - RAZINIRA R FTER
FRBC AN B = B ) B ) 4B A5 0 LB PTG 0 B A
FEFZBRPOAREREETLTERRE
A H) S B KSR INFT B ¢ K (ii) S5 8) ) KR SMBAK
ATEHRN T —FL¥FERBTITEL
T+ K B pE @R 9 Bl 7149 49.6% £ 80.2% ©

EMRERNR

HER LBl AERR T ——F EF¥FH
EAR = ——FRPRIHARE 25088
JLE#)133% c ARBMENERE T ——F
FEFERI% THE T —F FEEFH
15.8% - BB A :

Six months ended 30 June
BZEAAB=1+HIEAREA

2012 2011
—E-—& —E——F
Gross Gross profit Gross  Gross profit
profit margin profit margin
RMB'000 ) RMB'000 %
(unaudited) (unaudited)
EF EFI=E EA ERE
AR¥TR Bk ARETRT Bt
(REEER) (RiE&EZ)
External signal cable assembly HME S SRR 4B 29,584 14.4 36,859 20.3 (19.7)
Internal signal cable assembly NIZ (SRR A 1 47,415 22.5 48,982 29.0 (3.2)
Power cord assembly BRI 26,507 15.0 18,555 13.6 429
Signal transmission wire and cable SR EERE 43,767 16.1 48,223 20.4 9.2)
connectors ke 1,104 7.6 8,913 316 (87.6)
Antennas KA 4,454 19.0 4,203 22.2 6.0
Automotive wiring harness FAELRR 6,859 7.8 14,042 20.4 (51.2)
Others Hth 3,237 8.0 8,155 19.6 (60.3)
Total BT 162,927 15.8 187,932 213 (13.3)
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FINANCIAL REVIEW (continued)
Gross Profit and Margin (Continued)

During the period, the Group recorded gross profit of approximately
RMB162.9 million for the six months ended 30 June 2012,
representing a decrease of approximately 13.3%, as compared to the
corresponding period in 2011. Overall gross profit margin has
decreased from 21.3% in the first half of 2011 to 15.8% in the first
half of 2012. The sharp decrease in gross profit margin for the period
was mainly due to the decrease in average selling price for most of
our products resulted from weakened market demand and that in
order to increase our market share in weak operating environment,
we also undertook a more aggressive pricing strategy and higher
cost pressure in terms of labor and raw material costs in the first half
of 2012 as compared to the corresponding period in 2011. The
lingering effect of two acquisitions in 2011 dragged down the
Company’s gross profit margin as well.

Other Income

We have other income of approximately RMB4.4 million for the six
months ended 30 June 2012, which was primarily attributable to
interest income of approximately RMB0.6 million and government
grant of approximately RMB3.8 million as incentives for research and
development effort of the Group.

Other Gains and Losses

We have other gains and losses of approximately RMB9.8 million for
the six months ended 30 June 2012, which was primarily attributable
to: (i) net positive changes in fair value of our commodity derivative
contract on copper and convertible foreign currency forwards swaps
contract of approximately RMB9.9 million; (ii) during the six months
period ended 30 June 2012, the Group recognized impairment loss of
RMB10.8 million in relating to goodwill, property, plant and
equipment and intangible assets of customer relationships and
technology knowhow of automotive wiring harness cash generating
unit (“CGU"), as the recoverable amount of the unit is less than the
carrying amount of net assets; and (iii) changes in fair value of the
contingent consideration in respect of acquisition of Tianjin Rituo
Automotive Electronics Co., Ltd* (“Tianjin Rituo”) (the “Tianjin Rituo
Acquisition”) of approximately RMB10.4 million.

* The English names are for identification purpose only.
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FINANCIAL REVIEW (continued)
Distribution and Selling Expenses

Distribution and selling expenses increased by approximately
RMB10.3 million for the six months ended 30 June 2012, or
approximately 46.6%, as compared to the corresponding period in
2011, primarily as a result of increased level of sales and marketing
activities in line with overall increase in revenue. This increase was
primarily due to: (i) transportation expenses increased by
approximately RMB3.2 million for the six months ended 30 June
2012, or approximately 37.0%, as compared to the corresponding
period in 2011, which was attributable to the increase in revenue and
marketing activities and the surging fuel price; (ii) labor cost
increased by approximately RMB4.5 million for the six months ended
30 June 2012, or approximately 86.2%, as compared to the
corresponding period in 2011 mainly due to the Group’s number of
staff in distribution and selling department increased from 175 as at
30 June 2011 to 253 as at 30 June 2012, out of which 43 staff
employed by the Group are professional market developers with a
background of working with internationally renowned enterprises.
These people mainly served in the areas of antenna and high-speed
wire and cable segment; and (iii) an increase in entertainment
expenses of approximately RMB1.3 million for the six months ended
30 June 2012, or approximately 35.2%, as compared to the
corresponding period in 2011, primarily due to an increase in sales
and marketing activities.

Administrative and General Expenses

Administrative and general expenses increased by approximately
RMB14.2 million for the six months ended 30 June 2012, or
approximately 29.0%, as compared to the corresponding period in
2011. The major factors attributable to such increase were: (i) an
increase in salary expenses of approximately RMB7.9 million for the
six months ended 30 June 2012, or approximately 37.1%, as
compared to the corresponding period of 2011, which was mainly
attributable to the number of administrative staff of the Group
increasing from 655 as at 30 June 2011 to 805 as at 30 June 2012 as a
result of the expansion in Chongging base and a new Weihai special
plastic materials production base; (i) depreciation and amortization
increased by approximately RMB1.7 million for the six months ended
30 June 2012, or approximately 35.0%, as compared to the
corresponding period of 2011 mainly as a result from office
expansion and additional office related purchase in general as we
increased our business scale; (iii) rental increase of approximately
RMB1.5 million for the six months ended 30 June 2012, or
approximately 129.1%, as compared to the corresponding period in
2011 was primarily due to the relocation to new and bigger plants of
Tianjin Rituo and # M 2 2 45 % & F B R 22 & (Suzhou Huachun
Precision Electronics Co., Ltd*); and (iv) consumable expense
increased by approximately RMBO.5 million for the six months ended
30 June 2012, or approximately 51.8%, as compared to the
corresponding period in 2011, which was also primarily due to the
increase in the number of administrative staff.

The English name is for identification purpose only.
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FINANCIAL REVIEW (continued)
Research and Development Expenses

Research and development expenses increased by approximately
RMB14.2 million for the six months ended 30 June 2012, or
approximately 56.5%, as compared to the corresponding period in
2011. This increase was primarily attributed to: (i) the number of
research and development staff increased from 274 as at 30 June
2011 to 393 as at 30 June 2012 which caused an increase of RMB1.8
million or 19.8% in labor cost. The increase of these staff mainly
concentrated in the high-speed wire business department, antenna
business department, polymer R&D center and specialty wire and
cable team; and (ii) material cost and depreciation increased by
approximately RMB8.8 million and approximately RMB2.0 million for
the six months ended 30 June 2012, or approximately 77.1% and
140.2%, respectively, as compared to the corresponding period in
2011, primarily as a result of our expanded research and
development scope and scale.

Finance Cost

Finance cost increased by approximately RMB11.4 million for the six
months ended 30 June 2012, or approximately 103.6%, as compared
to the corresponding period in 2011, due to an increase in bank
borrowings in line with the expansion in size and scale of our
business operations. In addition, the average interest rate for our
short-term loans for the first six months in 2012 was higher than the
average interest rate for the corresponding period in 2011 and
thereby increased the interest cost for our borrowings.

Income Tax (Credit) Expenses

We received income tax credit for the six months ended 30 June
2012 primarily due to the effect of deferred tax credit of
approximately RMB8.5 miillion in the first half of 2012. We registered
such deferred tax credit because of deductible tax losses carried
forward for some of our subsidiaries. Excluding the effect of deferred
tax and adjustment for over provision of enterprise income tax (“EIT")
in prior years, our current period PRC EIT tax expenses decreased by
approximately RMB5.3 million for the six months ended 30 June
2012, or approximately 45.1%, as compared to the corresponding
period in 2011 as a result of decrease in our profit before taxation.
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FINANCIAL REVIEW (continued)
Profit for the Period

As a result of the foregoing, profit for the period decreased by
approximately RMB64.7 million for the six months ended 30 June
2012, or approximately 74.6%, as compared to RMB86.8 million for
the corresponding period in 2011. Our net profit margin was
approximately 2.1% in the first half of 2012 as compared to
approximately 9.8% in the first half of 2011. The sharp decrease in
net profit margin was primarily due to: (i) impact of decrease in gross
profit margin; (i) the necessary investment to uphold research and
development, sales and administration, which would not generate
significant return before 2013, for enabling the Group to gain a better
position in an ever-competitive market; and (iii) a sharp rise of
financial cost due to higher interest rate and an increase in bank
borrowings compared to the corresponding period in 2011.

Liquidity and Financial Resources

The Group will continue to implement prudent financial management
policies and maintain a reasonable gearing ratio during its expansion.
As at 30 June 2012, the Group's gearing ratio (measured by total
short term borrowings as a percentage of total assets of the Group)
was approximately 33.5% (30 June 2011: 35.2%).

As at 30 June 2012, the total bank borrowings of the Group amounted
to approximately RMB790.7 million (31 December 2011: RMB653.5
million). These loans carried interests at floating or fixed rates. For
the total short-term borrowings of approximately RMB790.7 million,
approximately RMB487.5 million was secured loans.
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FINANCIAL REVIEW (continued)
Liquidity and Financial Resources (Continued)

Breakdown of our short-term borrowings is as follows:

p

Bt #S B (2)

RBEERUBER (&)

RS B EREMT -

As at As at

30 June 31 December

2012 2011

R=B-—-—F RZT——F

~NA=+H +t=-A=+—H

RMB’000 RMB'000

ARETT AREFTT

(unaudited) (audited)

(REBER) (F&H%)

Trade financing BorE 289,944 207,240
Note receivable discounted JEURZE SR ARIR 2,300 5,096
Bank borrowings RITIEE 498,423 441,135
Total FEE 790,667 653,471

The increase in bank borrowings was mainly attributable to
investments in new factories and production facilities in our Weihai,
Dezhou and Huizhou base, working capital requirements and also
the outstanding borrowing at our two newly acquired entities.

Save as aforesaid or as otherwise disclosed herein, and apart from
intragroup liabilities, the Group did not have outstanding at the close
of business on 30 June 2012, any loan capital issued and outstanding
or agreed to be issued, bank overdrafts, loans or other similar
indebtedness, liabilities under acceptances or acceptable credits,
debentures, mortgages, charges, hire purchases commitments,
guarantees or other material contingent liabilities.

The Directors have confirmed that, there has been no material
change in the indebtedness and contingent liabilities of the Company
and its subsidiaries since 30 June 2012.

Foreign Currency Risk

As certain of our trade and other receivables, trade and other
payables and bank borrowings of the Group are denominated in
foreign currencies, hence exposure to exchange rate fluctuation
arises. The Group had entered into certain foreign exchange forward
contracts to mitigate its foreign currency exposure.

RITEERNEZHRAREREE - BN K
EONEM RS M EREN 2 EE AT R
KA EmEERELNREEEEMRE -

SR ARESEREEREEARARLZ
BES R FRA=THERRRER
REF - AEBEWBEFMDETRAREFEXRE
BITZEEER  RITEX - ERIEMEAMU
B AELBBESARLEE B RIBH
;o HBEAE  ERIEMCERLREE -

BEECOHER B ——EA=FTHE K
AEIRENBARNERE RS ARBEREEKX
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FINANCIAL REVIEW (continued)
Working Capital

Inventory balance as at 30 June 2012 was approximately RMB306.0
million (31 December 2011: approximately RMB319.5 million). The
decrease in inventory was primarily due to the proper inventory
control during the economic depression. The average turnover days
for inventory stood at 65 days as at 30 June 2012 as compared to 66
days as at 30 June 2011, which was negatively affected by the
increase of inventories from Tianjin Rituo due to special strategic
preparation for its customers. Excluding the effect of Tianjin Rituo’s
special strategic preparation, our average turnover days for inventory

stood at 51 days as at 30 June 2012.

Trade and bill receivables balance as at 30 June 2012 was
approximately RMB936.4 million (31 December 2011: approximately
RMB946.9 million). The decrease in trade and bill receivables balance
was mainly due to the Company speeded up the recovery of the
trade and bill receivables. The average turnover days for trade and
bill receivables stood at 165 days as at 30 June 2012 as compared to
141 days as at 30 June 2011 as we have extended the credit period
of some significant customers with good credit records to gain more
market share at the end of 2011 and in the period for the six months
ended 30 June 2012. As at 30 June 2012, approximately 76.7% of our
trade and bill receivables were due within three months.

Trade and bill payables balance as at 30 June 2012 was
approximately RMB369.0 million (31 December 2011: approximately
RMB462.0 million). The decrease in trade and bill payables balance
was mainly due to our procurement control as well as raw material
control. The average turnover days for trade and bill payables stand
at 87 days as at 30 June 2012 as compared to 89 days as at 30 June
2011,

Our cash conversion cycle for the six months ended 30 June 2012
was approximately 143 days as compared to 118 days as at 30 June
2011,
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FINANCIAL REVIEW (continued)

Cash Flow

Net cash (used in)/from operating activities
Net cash (used in) investing activities
Net cash from financing activities

rEES (A FSReFHE
RERS (TR REFER
BMERBMMSHRSFHE

p

B #SEl B (&)
BehEe

Six months ended 30 June
BZ<A=1+HIEAEA

2012 2011
=F-—=F —F——F
RMB’000 RMB'000
AR® T ARET T
(unaudited) (unaudited,
restated)

(REER) (REEFEZ
=71)

(46,813) 2,551
(95,057) (151,635)
140,313 126,721

Net cash used in operating activities for the six months ended 30
June 2012 was approximately RMB46.8 million, which was primarily
due to decrease in trade and other payables.

Net cash used in investing activities for the six months ended 30
June 2012 of approximately RMB95.1 million was primarily
attributable to: (i) new plants was built in Weihai, Dezhou and
Huizhou; (i) purchase of machine and equipment for specialty wire
and cable; and (iii) other purchase for property, plant and equipment
as we increase our production capacities.

Net cash from financing activities for the six months ended 30 June
2012 amounted to approximately RMB140.3 million, which was
primarily attributable to the increase in net borrowings.

Capital Expenditures

For the six months ended 30 June 2012, the Group incurred total
capital expenditures of approximately RMB106.2 million in
construction of new factories and office buildings, the purchase of
plant and machinery, equipment and computer systems.

Capital Commitments

As at 30 June 2012, the Group had total capital commitments of
approximately RMB44.6 million (31 December 2011: RMB71.3 million),
which were mainly used in respect of acquisition of property, plant
and manufacturing facilitates.

HE_Z-—_FXA=THILREA &5
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MR E SR EM RN RIERRD o
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FINANCIAL REVIEW (continued)
Employees

As at 30 June 2012, the Group had a total of 10,860 full time staff, of
which 3,626 were our direct employees (30 June 2011: 2,497) and
5,960 were our contract workers (30 June 2011: 6,897). As at 30 June
2012, we also had 1,274 part time interns (30 June 2011: 836). All our
contract workers and part time interns were mainly deployed in
production whereas in terms of our direct employees, the
breakdown of direct employees as at 30 June 2012 is as follows:

Bt #SE B (2)
=]

RZE——FXA=+H AEBEEHEA
10,8605 2B T » ER362608 BAEEE
ZEEE(ZZE—FXA=1H 124978 &
596008 AAEEANBI(ZE——F <A
Zt+H:687%)c RZE——F A=+
B REBNFAI2/ALFBEZTEIL (=
——FEXA=1H:836%)  FTAEAHNELIR
HREBRETEIVIZEEAE  MEEEER
—E-_FEXAZ=ZTHRBRAMIOT

As at As at

30 June 2012 30 June 2011

R=Z2—=-F RIT——F

AA=T1H ~NA=1H

Manufacturing Bl 1,558 1,038
Sales and marketing HERTISHEE 253 175
General and administration — M RITHR 809 655
Research and development % 393 274
Quality control B P | 613 355
Total HEt 3,626 2,497

Use of Proceeds Raised from the Global Offering

The net proceeds from the global offering of the Company (the
“Global Offering”), after deducting the relevant cost were
approximately Hong Kong dollar (“"HKD") 470.3 million (equivalent to
approximately RMB400.7 million). As at 30 June 2012, the Company
utilized the proceeds of approximately RMB278.2 million to the
Group’s new development projects, research and development and
working capital in line with the disclosure in the prospectus of the
Company. The Directors do not anticipate any changes to its plan on
the use of proceeds as stated in the prospectus of the Company.

At present, the utilization of proceeds from the Global Offering is
basically the same with the intended use of proceeds as disclosed in
the prospectus of the Company.
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FINANCIAL REVIEW (continued)

Use of Proceeds Raised from the Global Offering
(Continued)

As at 30 June 2012, proceeds used on projects are generally
analyzed as follows:

Projects
EHHE

p

B #SEl B (&)
REERBEWTESREN AR E)

RIZE——FXA=1+B FEFEAREE
TIRBAHIT

Accumulated use of proceeds
RZETBRIEAE

Estimated Accumulated

amount expenses

B | HETEAX

RMB (million) RMB (million)

ARKBET AREBERT

(1) Expanding production capacity of BRI EEMBER
existing products 160.3 75.3
(2)  Development and production of FI B & BLIE ST E
new products 176.3 138.8
(3)  Research and development investment 3% & 24.0 24.0
(@)  General working capital and other —REBEBERREM—M
general corporate purposes NGINEEES 40.1 40.1
Total &+ 400.7 278.2
Capital Injection in Huizhou Technology EMBERNEE
Apart from August and December 2011, on 10 February 2012, Weihai B—Z——FNAR+ZA RZT——F

Electronic injected capital of approximately RMB1,992,000 to Huizhou
Technology for a third time to acquire the remaining 2.73% non-
control interest. As such, Weihai Electronic completed all the
acquisitions of Huizhou Technology with a 100% holding of its
interest.

Huizhou Technology is principally engaged in the design, research
and development, manufacture and sale of communication wire and
cable and related products catering to the telecommunication
industry in the PRC.

“AtTHE BBEFE /AI"JEJIIHH&QZ’J
AR#1,992,0007C - WHBERT 2.73% D BIR
o EULEUEE TR EEMEHRR 2 E K
B8 FPAH 100% K5 o

ENRHEERERT T WERHEG
AEBEEB R BERERARNES -
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FINANCIAL REVIEW (continued)
Cconnected Transaction

On 27 April 2012, the Board has approved the establishment of
Weihai Dongchen Plastics New Materials Limited* (/& /i 5 2 %8 B
FMEARR A R]) (the “JV Company”) by Weihai Electronic, a wholly-
owned subsidiary of the Company, and Mr. Chi Zzhongmin (the “JV
Partner 1") and Mr. Zhang Fengji (the ")V Partner 2") (collectively the
“JV Partners”) pursuant to the terms of the articles of the JV Company
signed by Weihai Electronic and the JV Partners in relation to the
establishment of the JV Company (the “JV Articles”). According to the
JV Articles, the JV Company is to be owned by Weihai Electronic as to
60%, JV Partner 1 as to 30% and JV Partner 2 as to 10%. Weihai
Electronic shall contribute an aggregate of RMB6.0 million (equivalent
to HKD7.2 million) to the capital of the JV Company, representing 60%
of the equity capital in the JV Company and has control of the JV
Company.

The business scope of the JV Company will be the manufacture and
sale of plastic materials and products used for cable jacketing,
focusing on the production of halogen-free insulating plastic
materials.

The English name is for identification purpose only.
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Report of the Directors
EEERE

DIRECTORS’ AND CHIEF EXECUTIVES'
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2012, the interests or short positions of the Directors
and chief executives of the Company in the shares, underlying
shares and debentures of the Company and its associated
corporation (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO")) which were notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they were taken
or deemed to have under such provision of the SFO) or which were
required to be recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in the Appendix 10 of the Rules Governing the Listing of securities
on the Stock Exchange (the “Listing Rules”) as follows:

EERTETHRASRARG - HHEH
R REEENERRKXE

RZBE-—ZFRNA=1+H FEXKEARAEE
TRABRARBREREEE(EE KBS
KBGOGB S RAEED ) EXVEL) R
7~ MR RAEREE P A RIEE 5 L
EGBIEXVEBET7 R 8D EBAEME AN T K
RATEEESOA R (BERIEZE S L E &
PIZREBRESRRERNESEIOAE) » K
FCERIM R IR RS 75 S BB 15 P 58 352 1R IR E AT
BEZERMANERIORE - SARE S PTE
LR RIS R EME (T EMRAD £
BT ANERETESFRFNRETR([REST
81l ) 78 & AN A 7 K Bk 32 P ) M 2 SIOK B R
T

Percentage of

Number of the issued

issued ordinary  share capital of

shares held the Company

Name of Directors Capacity FrisB 817 EARQAT BT

EEpR g4 EERHE BEBD L

Mr. Chi Shaolin® Interest of controlled corporation 294,283,839 (L) 40.9%

BAOMELED RELEE R

Ms. Xu Yiming®@ Beneficial owner 17,126,918 (L) 2.4%
BT EnEBA

Mr. Jiang Taike®@ Beneficial owner 16,248,857 (L) 2.3%
BARSEE EnEBA

Mr. Li Jianming® Beneficial owner 1,030,431 (L) 0.1%
FRALLES EnEBA

(L): Long position

Note 1: Mr. Chi Shaolin is deemed to be interested in 294,283,839 Shares held by
Chenlin International Joint Stock Company Limited by virtue of it being wholly-
owned by Mr. Chi Shaolin.

Note 2: Yongchang Joint Stock Company Limited held a total of 133,849,094 Shares in
trust for each of the 40 minority Shareholders, including Ms. Xu Yiming who is
interested in 17,126,918 Shares and Mr. Jiang Taike who is interested in
16,248,857 Shares.

Note 3:  Hongxin Joint Stock Company Limited held a total of 36,791,039 Shares in trust
for each of the 136 employees, including Mr. Li Jianming who is interested in
1,030,431 Shares.

O: HA

fifet 1 ARMEEROERARMEIMELEZERER -
HUE DML /N RMBEERE D BRI
F575 1) 294,283,839 f A R

ffiz2: XEBRDAERAAROBIBER(EERE
17,126,918 B I £ B0 15 2 85 20 £ Ko 158 16,248,857
BENDOBAMELE) AETRAFTEAHR
133,849,094 f& iz 17 °

FfeE3 : AAERHBRATNI136EEE (BIEFRH1,030,431

BERNDOFRALE)UAEETRAFTEEH
36,791,039 & &5 ©
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EEEWE

DIRECTORS’ AND CHIEF EXECUTIVES'
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

(Continued)

Save as disclosed above, as at 30 June 2012, none of the Directors or
chief executives of the Company had or was deemed to have any
interests or short positions in the shares, underlying shares or
debentures of the Company and its associated corporations (within
the meaning of Part XV of the SFO), which had been recorded in the
register maintained by the Company pursuant to section 352 of the
SFO or which had been notified to the Company and the Stock
Exchange pursuant to the Model Code.

DIRECTORS’ RIGHT TO ACQUIRE SHARES

Save as disclosed above, at no time during the six months ended 30
June 2012 was the Company, its holding companies, or any of its
subsidiaries a party to any arrangement to enable the Directors and
chief executives of the Company (including their spouses and
children under 18 years of age) to hold any interest or short positions
in the shares, or underlying shares, or debentures of the Company
or its associated corporations (with the meaning of Part XV of the
SFO).

SHARE OPTION SCHEME

The Company adopted a Share Option Scheme on 25 October 2010
(the “Share Option Scheme”) for the purpose of enabling the
Company to grant options to selected eligible participants as
incentives or rewards for their contribution to the Group and/or to
enable the Group to recruit and retain high caliber employees and
attract human resources that are valuable to the Group and any
invested entity.

The maximum number of Shares which may be issued upon exercise
of all options to be granted under the Share Option Scheme and any
other schemes of the Group shall not in aggregate exceed 10% of
the Shares in issued as at the Listing date, i.e. 72,000,000 Shares. No
option may be granted to any participant of the Share Option
Scheme such that the total number of Shares issued and to be
issued upon exercise of the options granted and to be granted to
that person in any 12-month period up to the date of the latest grant
exceeds 1% of the Company’s issued share capital from time to time.

An option may be exercised in accordance with the terms of the
Share Option Scheme at any time during a period as determined by
the Board and not exceeding 10 years from the date of the grant.
There is no minimum period for which an option must be held before
it can be exercised.
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Report of the Directors
EEERE

SHARE OPTION SCHEME (continued)

Participants of the Share Option Scheme are required to pay the
Company HKD1.00 upon acceptance of the grant on the offer date.
The exercise price of the options is determined by the board in its
absolute discretion and shall not be less than which ever is the
highest of:

(1) the closing price of the Shares as stated in the Stock
Exchange’s daily quotation sheets on the date of the grant,
which must be a Business Day;

(2)  the average closing price of the Shares as stated in the Stock
Exchange’s daily quotation sheets for the five (5) trading days
immediately preceding the date of the grant; and

(3)  the nominal value of a Share.
The Share Option Scheme shall be valid and effective for a period of
10 years from 25 October 2010 after which no further options will be

granted or offered.

There is no options outstanding, granted, exercised, cancelled and
lapsed during the six months ended 30 June 2012.
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sEEEWE
SUBSTANTIAL SHAREHOLDERS' INTERESTS TERRARMD  HEAKRORERE
AND SHORT POSITIONS IN SHARES, BEEERAAE

UNDERLYING SHARES AND DEBENTURES

So far as is known to any Directors or chief executives of the
Company, as at 30 June 2012, the persons or corporations (other
than Directors or chief executives of the Company) who had interest
or short positions in the shares and underlying shares of the
Company which were required to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to be kept under
section 336 of the SFO were as follows:

AEMBEEHARBETBTHRAEMA > R
E—_FRXA=TH RARF RN LERRK
ARSI R M AREE S B ED
FXVERSE 2 R 3D AR FIARE - RO L
PIRBES KRB IERPIEIBIRAFEZERL
MAMALIEB(ARRESTHEETHA
BERSMN AT -

Percentage of

Number of the issued
issued ordinary  share capital of
Name of Substantial shares held the Company
Shareholders Capacity FrisB 817 HARQAT BT
FERREE 4 EERHE BRAB DL
Chenlin International Joint Stock Beneficial owner® 294,283,839 (L) 40.9%
Company Limited EnBEEAD
EMBEER RN R AR
Yongchang Joint Stock Trustee® 133,849,094 (L) 18.6%
Company Limited ZFEAQ
KERMDEBERAA
Hongxin Joint Stock Trustee® 36,791,039 (L) 5.1%
Company Limited ZFEA
SAERINBR AR
(L): Long position L: FE
Notes: Hiat -

Q] Chenlin International Joint Stock Company Limited held 40.9% interest in the 1)
Company, which entire issued share capital is owned by Mr. Chi Shaolin.

EMRBEEREERNDARAFTFEARRFL0.9%HEE M
ARBEHEHETRAR REDMELRES

2 Yongchang Joint Stock Company Limited held 18.6% interest in the Company in )
trust for 40 minority shareholders, including Mr. Jiang Taike, executive Director,
Ms. Xu Yiming, non-executive Director, and who are interested in 16,248,857
Shares and 17,126,918 Shares, respectively.

KEBRMDARDAROZDBER(EERE
16248857 R R HI T E F R AR EERFTA
17,126 918 B IR ID HOSEITE FIR B8R L £ ) UEFE
FHRAFEART18.6%Ha

@) Hongxin Joint Stock Company Limited held 5.1% interest in the Company in trust  (3)
for 136 employee shareholders, including one Director, Mr. Li Jianming who is
interested in 1,030,431 Shares.

MBERHBRRRRIEEERR(BE—ESE
BI#546 1,030,431 IR B i M F A ST 4 ) LMEFEZ R
FHEARRTS1%EE ©
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Report of the Directors
EETWME

SUBSTANTIAL SHAREHOLDERS' INTERESTS
AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
(Continued)

Save as disclosed above, as at 30 June 2012, the Directors are not
aware of any other person or corporation (other than Directors or
chief executives of the Company) having an interest or short position
in the shares, underlying shares and debentures of the Company
which would require to be recorded in the register to be kept by the
Company under section 336 of the SFO.

INTERIM DIVIDEND

The Board does not recommend the payment of any interim dividend
for the six months ended 30 June 2012 (six months ended 30 June
2011: Nil).

By order of the Board
Chi Shaolin
Chairman and CE

15 August 2012

Br EXFr#EEEIN - R —EXNA=+
= i%lﬂ_%ﬂ*ﬁ&ﬂﬁ\ﬁﬁ/\ii/ﬁ@(i
EHARARAEZTHRABRIN RAEARQAR
% HEARMDREEET A MR AR R
REHREAEGDF 336 GEE T E LA
B = SEUKE o

RS
ERGTRANBE_FT——FXA=t+AL

NEARMEFMFHRE (BE-_T——FX
A=+tHIEAREAR : 8) -
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Interim Report 2012 « —T— —FhiiKE 33



Corporate Governance Report
TEERRE

CORPORATE GOVERNANCE CODE

The Directors recognize the importance of incorporating the
elements of good corporate governance into the management
structures and internal control procedures of the Group so as to
achieve effective accountability to the shareholders of the Company
as a whole. The Board strived to uphold good corporate governance
and adopt sound corporate governance practices continuously in the
interest of shareholders of the Company to enhance the overall
performance of the Company. The principles and the code provisions
of the Code on Corporate Governance Practices during the period
from 25 October 2010 to 31 March 2012 and the Corporate
Governance Code (together the “CG Code”) during the period from 1
April 2012 to 30 June 2012 contained in Appendix 14 of the Listing
Rules have been adopted by the Group. The Company has also
complied with the CG Code throughout the six months ended 30
June 2012 except for the following deviation.

According to the code provision A.2.1 of the CG Code, the roles of
the chairman and the chief executive should be separated and
should not be performed by the same individual. The Group does not
at present separate the roles of the chairman and CE. For the six
months ended 30 June 2012, Mr. Chi Shaolin is both the chairman of
the Board and the CE of the Group. The Board considers that vesting
the roles of chairman and CE in the same individual is beneficial to
the business prospects and management of the Group. The Board
will review the need of appointing suitable candidate to assume the
role of the CE when necessary.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix
10 of the Listing Rules as its code of conduct regarding securities
transactions by the Directors. On specific enquiries made, all
Directors confirmed that they have complied with the required
standards set out in the Model Code and its code of conduct
regarding Directors’ securities transactions during the six months
ended 30 June 2012.
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Corporate Governance Report
TEERRE

AUDIT COMMITTEE

The primary responsibilities of the audit committee (the "Audit
Committee”) are to make recommendation to the Board on the
appointment and removal of external auditors, review the financial
statements and material advice in respect of financial reporting, and
overseeing the internal control procedures of the Company. The
Audit Committee consists of three members, namely, Mr. Shu Wa
Tung, Laurence, Mr. Song Lizhong and Ms. Zheng Lin, all of whom
are independent non-executive Directors. Mr. Shu Wa Tung,
Laurence currently serves as the chairman of the Audit Committee.
The Audit Committee has adopted the terms of reference which are
in line with the CG Code.

During the period under review, the Audit Committee has convened
one meeting with an attendance of 100%. The Audit Committee has
reviewed the Group’s unaudited financial statements for the six
months ended 30 June 2012, reviewed the internal control system
and its execution.

REVIEW OF ACCOUNTS

The Audit Committee has reviewed the accounting principles and
practices adopted by the Group and discussed about the auditing,
internal controls, and financial reporting matters including the review
of the unaudited interim financial statements for the six months
ended 30 June 2012. The external auditor, Deloitte Touche Tohmatsu,
has reviewed the consolidated interim financial statements for the
six months ended 30 June 2012 in accordance with Hong Kong
Standard on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the Equity”
issued by the Hong Kong Institute of Certified Public Accountants.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the six months ended 30 June 2012, neither the Company nor
any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

BEREES

ERZBe((ERZECDNEEREDIHE
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Report on Review of Interim Financial Information

FHIFM B E R ER RS

TO THE BOARD OF DIRECTORS OF HL TECHNOLOGY GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated financial statements
of HL Technology Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 36 to 76,
which comprises the condensed consolidated statement of financial
position as of 30 June 2012 and the related condensed consolidated
statement of comprehensive income, statement of changes in equity
and statement of cash flows for the six-month period then ended, and
certain explanatory notes. The Main Board Listing 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 International
Accounting Standard 34 “Interim Financial Reporting” (“IAS 34") issued
by the International Accounting Standards Board. The directors of the
Company are responsible for the preparation and presentation of
these condensed consolidated financial statements in accordance
with 1AS 34. Our responsibility is to express a conclusion on these
condensed consolidated financial statements 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.

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 these
condensed consolidated financial statements 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 condensed consolidated financial statements

are not prepared, in all material respects, in accordance with IAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
15 August 2012
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Condensed Consolidated Statement of Compreh
itk

A4 & 2wz

For the six months ended 30 June 2012
HE-ZT——FXA=1HILXHEA

Six months ended 30 June
BEASA=TRHILNEAR

2012 2011
=E2——F —ET——%F
RMB'000 RMB'000
ARET R ARETTT
(unaudited) (unaudited,
restated)
(REBEX) (CREEZ -
E51)
Revenue W= 4 1,030,846 881,691
Cost of sales HENA (867,919) (693,759)
Gross profit EF 162,927 187,932
Other income HA A 5 4,380 5,652
Other gains and losses ,H\ﬁﬂqﬁl = REE 6 9,764 7,710
Distribution and selling expenses DHEMEERY (32,346) (22,061)
Administrative and general expenses TR R — M (63,041) (48,878)
Research and development expenses EsF 2 (39,427) (25,201)
Finance costs & AR 7 (22,395) (10,998)
Profit before taxation B A5 B4 A 8 19,862 94,156
Income tax credit (expenses) s (F) 9 2,179 (7,383)
Profit for the period BN 3 A 22,041 86,773
Other comprehensive income Hp 2wk
Exchange difference on translating of BB INH R 2R ERR
foreign operations 294 (111
Total comprehensive income HREERERE
for the period 22,335 86,662
Profit (loss) for the period attributable to: LA &5 FE(L 5@ 7 (B538) -
— Owners of the Company — AREHEEA 27,876 84,201
— Non-controlling interests — DB R (5,835) 2,572
22,041 86,773
Total comprehensive income LA & 77 FAA 4G 2 i
for the period attributable to: #eEE
— Owners of the Company i N/NEIE F=N 28,170 84,090
— Non-controlling interests — DB AR R RS (5,835) 2,572
22,335 86,662
Earnings per share BRrRAR
— Basic (RMB cents) —HZEER(ARED) 11 3.9 11.7
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Condensed Consolidated Statement of Financial Position
S RRAT & B RS AR 3R

As at 30 June 2012
R_ZT——F<A=+AH

As at As at

30 June 31 December
2012 2011
R-B-—-—F RZT—F
NA=+H +=—A=+—H

RMB’000 RMB'000
ARET T ARET T
(unaudited) (audited)
(REEEZ) (&%)
NON-CURRENT ASSETS FREBEE

Property, plant and equipment M - Jﬁ&)%& S 12 723,530 655,398
Prepaid lease payments A HEERE 47,032 47,539
Intangible assets ?ﬁiﬁ/ﬁﬁ 13 29,061 35,431
Goodwill S 14 5,923 7,746
Deferred tax assets EERIEE B 16 12,914 4,773
818,460 750,887

CURRENT ASSETS REEE
Inventories FE 305,981 319,518
Trade and other receivables E 5 Kk H M e FOR 17 1,079,214 1,061,267
Prepaid lease payments TENHEERIE 1,014 1,014
Pledged bank deposits BEHEFIRITFER 18 30,713 49,574
Other financial assets HthemEE 19 17,002 5,229
Bank balances and cash RITHEB MRS 105,093 106,650
1,539,017 1,543,252

CURRENT LIABILITIES REBEE
Trade and other payables B 5 Kk H M ER R 20 421,642 524,347
Other financial liabilities =N 19 4,699 6,311
Income tax liabilities TSt aE 9,110 7,765
Bank borrowings RITEE 21 790,667 653,471
1,226,118 1,191,894
NET CURRENT ASSETS RBEEFE 312,899 351,358
TOTAL ASSETS LESS CURRENT LIABILITIES #AEERGEAE 1,131,359 1,102,245
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Condensed Consolidated Statement of Fmanc
S RAAT & B Ak 3R

As at 30 June 2012 :
RZZT—ZFA=+H L .
As at As at
30 June 31 December
NOTES 2012 2011
R-B——-F RZZ—F
B ~NA=+H +=—A=+—H
RMB’'000 RMB’000
AR®T T ARETTT
(unaudited) (audited)
(REBERZ) (&FEZ)
CAPITAL AND RESERVES EARRHE
Share capital A% s 22 97,401 97,401
Reserves i 965,044 934,293
Equity attributable to owners of RRBEE AELER
the Company 1,062,445 1,031,694
Non-controlling interests LY R ER 59,599 60,833
TOTAL EQUITY HRES 1,122,044 1,092,527
NON-CURRENT LIABILITY kRBASE
Deferred tax liabilities BEFRIEEE 16 9,315 9,718
9,315 9,718
1,131,359 1,102,245

The condensed consolidated financial statements on page 36 t0 76  FE36 B EF 76 BN ERALGL A ISR R TIEE

were approved and authorized for issue by the board of directors on %ﬁ%# T——F7\A -1—35 A 8 R & T
15 August 2012 and are signed on its behalf by: IEELAT/\i&%
Chi Shaolin Li Jianming
B =4
DIRECTOR DIRECTOR
EF EF

Interim Report 2012 « —T— —FhfiRE 39



Condensed Consolidated Statement of Changes in Equity
MAArE EmE K

NMIN
For the six months ended 30 June 2012
HE-ZT——FXA=1HILA HEA

Attributable to owners of the Company
EDREEAEL

Foreign

currency Non-
translation  Retained controlling

reserve profits Total interests Total
Eiifife  REEA it HERRER &5t
RMBOOO RMBOOO B0  RMB'000 RMBOOO

Share Statutory
Special awards Other surplus
feSerVe  reServe  reserves  reserve

REIRE RORBEE  HURE LeRHRE
RMB'000  RMB! 000 RMB'000  RMB'000

Share Share
capital  premium

kxR
RMB000. 0

As at 1 January 2011 (audited) RZE-—%-A-H

(DEH) 97,401 429,549 74,394 (9,039 4466 44204 78 268,151 909,888 13,583 923471
Profitfor the period (originally Stated) ~ Esi | (51 - - - - - - - 83189 83189 2565 90,754
Adjustment arising from valuation BENEAARERES

regarding acquisition of subsidiaries B4 &R (M3k3)

(note 3) - - - - - - — (3988) (3988) 7 (3.981)
Profit for the period (restated) HRER (Z5)) - - - - - - - 84,201 84,201 2572 86,773
Other comprehensive income BREM2ENA

for the period - - - - - - (1 - (1 - ()
Total comprehensive income Bh2EREEE

for the period (restated) (EE\J) - - - - - - () 84,201 84,09 2572 86,662
Recognition of equity-settled TUAEREENRD

share-ased payments (note 23 i HEEUE (%) — — — 3574 - - - - 3574 - 3574
Non-controlling interests arising from -~ %A FEEH D BRE

business combinations (originally stated)  # (&31) - - - - - - - - - um uimn

Adjustment arising from valuation AENBARMGERER

regarding acquisiion of subsiciaries A ehRE (F3)

(note 3) — — — — — — — — — (1,489) (1,489)
Non-controlling interests arising from -~ £HA G HEENLIRE

business combinations (restated) ER(E5) - - - - - - - - - 43283 43283
As at 30 Jung 2011 RZF—4/~A=1A

(Unaudited, restated) (REB% - F5) 97401 429,549 74,39 (5,465) 4,466 44224 631 352,35 997,652 59438 1,006,990
Asat 1 January 2012 (audited) W-E--£-F-R

(L%H7) 97,401 429,549 74,394 (1.892) 3,781 55,506 9 372940 1,031,694 60833 1,092,527

Profit loss) for the period Bhgfl(58) - - - - - - - 21876 21876 (5,839) 2,01
Other comprehensive income BREt2ENR

for the period - - - - - - 94 - 94 - 294
Total comprenensive income Bh2EhREE

for the period - - — — — — 294 21876 2170 (5,835) 233%
Recognition of equity-settled ME@ LENRATH

share-hased payments (note 23) 7R (i 23) - - - 3574 - - - - 3574 - 3574
Capital contributions from non-controlling MTE DURRERTE

interests of subsiciaries (note (¢) below) (8T 3efizE(0) — — — — — — — — — 5,600 5,600
Acquisition of non-controlling interests I A ERRER (8 TX

(note (c) below) Bt ) — - - - 999) — - - (993) (999) (1992
As at 30 June 2012 (unaudited) i ﬁ/\HHE

(REEH 97401 429,549 74,394 1,682 2,794 55,506 303 400816 1,062,445 59599 1,122,044
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Condensed Consolidated Statement of Chang
ﬁ Hﬂ AN

f" pai) @J 2%

For the six months ended 30 June 2012

HE—

Notes:

(a)

(b)

(c)

(d)

= —FXA=+AIAEA

Special reserve

Special reserve of the Group represents the difference between the nominal
amount of the shares issued by the Company and the aggregate amount of paid-
in capital of the subsidiaries acquired pursuant to the group reorganization of the
Company in 2008.

statutory surplus reserve

As stipulated by the relevant laws and regulations for enterprises in the People’s
Republic of China (the “PRC"), the Company’s PRC subsidiaries are required to
maintain a statutory surplus reserve fund which is non-distributable. The
appropriations to such reserve are made out of net profit after taxation of the
statutory financial statements of the relevant PRC subsidiaries. The statutory
surplus reserve fund can be used to make up prior year losses, if any, and can be
applied in conversion into capital by means of capitalization issue.

Capital contributions from non-controlling interests of subsidiaries
The amounts represented:

(i) The capital contribution of RMB4,000,000 from the non-controlling
interests of &8 ™ & /= 28 B #7 # #1 A IR 2 &) (Weihai Dongchen Plastic
New Materials Limited*), a newly established subsidiary of the Company
in which the Company owns 60% equity interest in this entity; and

(ii) The capital contribution of RMB1,600,000 from the non-controlling
interests of & Il T Jsh ik @ L B £ A R 2 7 (Shenzhen Honglin
Communication Technology Co., Ltd.*), representing the additional capital
injection from the non-controlling interests in which the Company owns
72% equity interest in this entity.

Acquisition of non-controlling interests

The amount represented the acquisition of the remaining 2.73% equity interest in
= M L BB BR A & (Huizhou Honglin Technology Co., Ltd.*, “Huizhou
Technology”) from the non-controlling interests for a total con3|derat|on of
RMB1,992,000 during the period ended 30 June 2012. Subsequently, Huizhou
Technology became a wholly owned subsidiary of the Company. Huizhou
Technology was formerly known as 21 A2z /& M F i@ EEE B R A (Huizhou
Daya Bay Heping Telecommunication Co., Ltd.*).

*  The English names are for identification purpose only.
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Condensed Consolidated Statement of Cash Flows
MASL SR ERER

For the six months ended 30 June 2012
HE-ZT——FXA=1HILA HEA

Six months ended 30 June
BZAXA=1tHIEAEA

2012 2011
—E——F —=——1F
RMB’'000 RMB'000
ARET T ARETTT
(unaudited) (unaudited,
restated)
(REBEZR) (REEEZ -
=751)
OPERATING ACTIVITIES KT
Profit before taxation BRI AT 19,862 94,156
Adjustments for: MTINEIEZ AR
Finance costs recognized in profit or loss RN BRI R E KA 22,395 10,998
Interest income recognized in profit or loss RN BT B A (616) (1,963)
Depreciation of property, plant and equipment ME - BENMEETE 27,601 22,441
Amortization of intangible assets B A EEH 2,273 1,870
Release of prepaid lease payments TEfTHE & SRR 507 332
Losses (gains) on disposals of property, HEME - BENMRE
plant and equipment EtE (a) 654 (1,851)
Gains on disposals of prepaid lease payments HEBRNHEEFRE S = (175)
Changes in fair values of derivative financial TTEERIENTE
instruments o (9,877) 446
Changes in fair values of the contingent MAZB R A
consideration in respect of Tianjin Rituo REATFEE
Acquisition (as defined in note 24(a)) (MF5E24(@ FTARAEH) (10,438) —
Allowance for trade and other receivables — net B 5 R H M EBGRIEE R
—FE 93 13
Exchange losses (gains) relating to bank borrowings  BRIEITIEERE L
B8 (Uas) 785 (12,231
Recognition of share-based payments BRI GS TR FRIE
(note 23) (FF5E23) 3,574 3,574
Impairment loss recognized in respect of goodwill S EERHREEE 1,823 —
Impairment loss recognized in respect of REFEEERLN
intangible assets WIEEE 5,822 —
Impairment loss recognized in respect of MU - BEREE
property, plant and equipment HRE R EEE 3,124 —
Operating cash flows before movements in LEESEHH L LE
working capital REane 67,582 117,610
(Increase) decrease in trade and other receivables 2 5 & H b fElUg 738 (3E510)
B (7,157) 68,114
Decrease (increase) in inventories FERAD (Em) 13,537 (92,966)
Decrease in trade and other payables B 5 N Eoh e A BRI (95,376) (64,738)
Settlement of derivative financial instruments TEemMIT AL 6,930 (1,851)
Cash (used in) from operations e (FrR)mERE (14,484) 26,169
Income taxes paid BEfTFREH (5,020) (10,270)
Interest paid ERFE (27,309) (13,348)
NET CASH (USED IN) FROM OPERATING ACTIVITIES  #E&Z 8 (FT ) Frig
HEHEAE (46,813) 2,551
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Condensed Consolidated Statement of Cash Fl
MG R RER

For the six months ended 30 June 2012
HE-ZT——FXA=1HILXHEA

Six months ended 30 June
BZAXA=1tHIEAEA

2012 2011
—E——F —=——1F
RMB’'000 RMB'000
AR® T AREFIT
(unaudited) (unaudited,
restated)
(REBEZR) (REEEZ -
=751)
INVESTING ACTIVITIES BREEE
Purchase of property, plant and equipment BEWME  BWEMKE (106,938) (148,303)
Purchase of land use rights EE b e = (18,839)
Net cash outflow in respect of Huizhou Technology — B UEEMEIEMIRS
Acquisition (as defined in note 24(b)) it SRR (M5 24(0) B
REH) — (8,033)
Placement of pledged bank deposits B IRIRITFREN (66,003) (47,743)
Release of pledged bank deposits B RIRIT 7 KRR 84,864 43,759
Purchase of intangible assets BEEFEE (1,725) (1,940)
Proceeds on disposals of property, plant and HEME - BEREE
equipment FriS 5078 560 19,842
Proceeds on disposals of prepaid lease payments Hj%j:iﬂﬁ)ﬁ%i‘ﬁﬁ HE
for land use rights RIE = 899
Net cash inflow in respect of the Tianjin Rituo EHEBEREZEERNES
Acquisition (as defined in note 24(a)) TEASFRE (M 5E 24(a) B
REE) — 6,750
Interest received B & 616 1,963
Advances to third parties M =G (6,431) 10
NET CASH (USED IN) INVESTING ACTIVITIES RETE (FTA) MRS FE (95,057) (151,635)
FINANCING ACTIVITIES RMEEE
New borrowings raised TS5 1) MiEE 777,380 564,029
Repayments of borrowings BEEE (640,675) (437,308)
Acquisition of non-controlling interests Wb D B R R A (1,992) —
Capital contribution from non-controlling MEARLERRERTE
interests of subsidiaries 5,600 —
NET CASH FROM FINANCING ACTIVITIES BMETEMEBRESFE 140,313 126,721
NET DECREASE IN CASH AND CASH EQUIVALENTS B eRREZEYRO EE (1,557) (22,363)
CASH AND CASH EQUIVALENTS AT HYRERASEEY
BEGINNING OF THE PERIOD 106,650 160,408
CASH AND CASH EQUIVALENTS AT END OF MARBEERELEEY -
THE PERIOD, LASRITEE A MR 2 57R
represented by bank balances and cash 105,093 138,045
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1.

44

GENERAL

The condensed consolidated financial statements 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 (the
“Stock Exchange”) and with the International Accounting
Standard 34 “Interim Financial Reporting” issued by the
International Accounting Standards Board (“IASB").

The Group is mainly engaged in the manufacture and sales of
signal cable assembly, power cord assembly, signal
transmission wire and cable products, connectors, antennas,
automotive wiring harness and other products.

The condensed consolidated financial statements are
presented in Renminbi (“RMB”), which is the same as the
functional currency of the Company and the principal
subsidiaries.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis, except for certain
financial instruments which are measured at fair values.

Except as described below, the accounting policies and
methods of computation used in the condensed consolidated
financial statements for the six months ended 30 June 2012 are
the same as those followed in the preparation of the Group’s
annual financial statements for the year ended 31 December
2011.

In the current interim period, the Group has applied, for the
first time, the following amendments to International Financial
Reporting Standards (“IFRS”) issued by the IASB:
Amendments to IFRS 7 Financial Instruments disclosure
— Transfers of Financial Assets
Deferred tax: Recovery of Underlying
Assets

Amendments to IAS 12

While the application of the above amendments to IFRSS in the
current interim period has had no material effect on the
amounts reported in these condensed consolidated financial
statements and/or disclosures set out in these condensed
consolidated financial statements, the directors of the
Company considers that the application of amendments to
IFRS 7 may increase the disclosure requirements for
transactions involving transfers of financial assets in its 2012
annual financial statements. These amendments are intended
to provide greater transparency around risk exposures when a
financial asset is transferred but the transferor retains some
level of continuing exposure in the asset. The amendments
also require disclosures where transfers of financial assets are
not evenly distributed throughout the period.

HL Technology Group Limited « JZfEHTEEER AT
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For the six months ended 30 June 2012
HE-ZT——FXA=1HILXHEA

3.

RESTATEMENT ARISING FROM VALUATION
REGARDING ACQUISITION OF SUBSIDIARIES

As explained in note 24 (b), the fair values of the identifiable
assets and liabilities relating to Huizhou Technology Acquisition
(as defined in note 24 (b)) were determined on provisional basis
in the preparation of the condensed consolidated financial
statements of the Group for the six months ended 30 June
2011. The amounts were subsequently revised upon obtaining
a valuation report, resulting in recognition of a goodwill of
RMB5,923,000, compared with the excess over the cost of
business combination of RMB4,036,000 as previously included
in the condensed consolidated financial statements of the
Group for the six months ended 30 June 2011.

Also, the fair values of the property, plant and equipment and
intangible assets obtained in Huizhou Technology Acquisition
(as defined in note (24 (b)) were determined to be
RMB2,538,000 and RMB210,000 lower than the respective
provisional amounts, resulting in lower depreciation charge of
RMB54,000 and amortization charge of RMB1,000, respectively
being recognized in the condensed consolidated financial
statements of the Group for the six months ended 30 June
2011 as previously reported.

Accordingly, the comparative condensed consolidated financial
statements of the Group for the six months ended 30 June
2011 have been restated.

He

|

EIRRWEHEQRNMGE

R EE240) Pt - MR ASEEEE —
E——FXA=THILNEANBERALK
EMBIMAE - A RN RS (R0
24 OFFEE) A BBIEER AR
E’J/A¥T§ TR EEETE o HER
BHERSHETARNE  BE8
%f“/\ﬁ?ﬁi$m*m AR # 4,036,000 7T
(ZAIAAREBBE —T——FH
=+ BN EAMERERA M BERER) -
E4HEEARY5923,0007T °

ESI - e 2N R s e B (P 7 24(b) P 57
EE)EGHYE BE  REMEVE
ERFEDRIHEE /AR 2,538,000
TR AR 210,0007T © BZBIRAEH
BE_T——FRA=THILEREAN
AR & M IS RK P S 1O RS £ 8RR
R L B FRBHER D B FER
BaniTEE A ARE4,000 TR
BV IHE M AR 1,0007T ©

At - AEEBE-_T——F R A=T

BLIEAEANERERESFERRD
TEY -
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For the six months ended 30 June 2012
HE-ZT——FXA=1HILA HEA

3. RESTATEMENT ARISING FROM VALUATION 3. E5|EBEWEMEB 2N GE

REGARDING ACQUISITION OF SUBSIDIARIES (%)
(Continued)
The effects of the changes as described above on the results BHOBEmMS  FigsHEEE—T——
for the six months ended 30 June 2011 by line items are as FRNA=ZTHLEANBANEETZENT -
follows:
Six months
ended 30 June
2011
HE—_ZT—F
NA=tHI
~E A
RMB'000
ARET T
Decrease in excess over the cost of a business FRIE ST A PEAC AR D (BREF)
combination, provisional (4,036)
Decrease in the depreciation of property, plant and WE  BEMIEITENEBEE
equipment and the amortization of intangible assets R 55
Decrease in profit for the period B A AR (3,981)
Decrease in profit for the period attributable to: Al A BRI AR A
— Owners of the Company — ARREHEEA (3,988)
— Non-controlling interests — LERRER 7

(3,981
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For the six months ended 30 June 2012

BE—T— X A=-THILXEA L .
4. SEGMENT INFORMATION 4. DHEHR

Information about reportable and operating AHRERKETHNBEREBENE

segment revenues and results &

The following table sets forth a breakdown of the Group's TEIRAEBRBEREEHANIRA RS

revenue and results by reportable and operating segments T AR A T 4 SR B 5 B U 25 % S4B RR A

during the period under review:

Signal
External Internal Power transmission Automotive
signal cable signal cable cord  Wire and wiring Other
assembly  assembly  assembly cable Connectors  Antennas harness  products Total

SMEER  AERER BR  FRER
Rk R Rk ] BEE X REER  RftER st
RMB'000  RMB'000  RMB'000  RMB'O00  RMB'O00  RMB'000  RMB'O00  RMB'000  RMB'000
ARETR ARMTR ARMTR ARMTR ARMTR ARMTR AR%TR AR%TR AR%Trn

Sixmonths ended 30 June 2012 EHE=T——%

(unaudited) NAZtAELE
~NEA (REER)
Segment revenue o EplEs 205,404 210,575 176,859 272,240 14,499 23,489 87,463 40,317 1,030,846
Segment reslts DELE 29,584 47,415 26,507 43,767 1,104 4,454 6,859 3237 162,927

Six months ended 30 June 2011 HE-T——4%
(Unaudited) NA=THLE
~MEA (REER)

Segment revenue DEYE 181,940 169,109 136,434 236,449 28,227 18,943 68,953 41,636 881,691
Segment results NEEE 36,859 48,982 18,555 48,223 8913 4,203 14,042 8,155 187,932
Revenue reported above represents revenue generated from W EERAREREIINRBEEAMNE -
external customers. There were no inter-segment sales during REF RN EE D EEEE -
the period under review.
The segment results represent segment revenue less segment D EBZEIRIE P B A R IR AR A AN
cost of sales determined on a standard cost basis, which EENYBHEEXL  AAEEEEL
represents the internally generated financial information ERBEATEHEHNORNBIHBEELR - R
regularly reviewed by the Group's chief operating decision i HaWA - Bl REBE - 9
maker. However, the other income, other gains and losses, REERT - TR —RAX - HEHF
distribution and selling expenses, administrative and general X BMENARFEHREALZESER
expenses, research and development expenses, finance costs EEAIRMEDEL o

and taxation are not allocated to each reportable segment.
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For the six months ended 30 June 2012
HE-ZT——FXA=1HILA HEA

4. SEGMENT INFORMATION (continued)

Information about reportable and operating
segment revenues and results (Continued)

The reportable and operating segment results are reconciled to

profit after taxation of the Group as follows:

DEER (&)
ARERCESBREREBENE

BE)

QP NEd

P WaNkvi
=7)n

RSB ERAT

B4R BN ER (B RO BR X

Six months ended 30 June
BZAXA=1+HIEAEA

2012 2011
=F—=F —F——F
RMB’000 RMB'000
AREFTT AREFTT
(unaudited) (unaudited,
restated)

(REBEZR) (REEEZ -

s751)
Reportable segment results AIIRE D EPELE 162,927 187,932

Unallocated income and expenses: ROMBBARFL
— Other income — B A 4,380 5,652
— Other gains and losses — Efilias RBE 9,764 7,710
— Distribution and selling expenses — DHEMEERE (32,346) (22,061)
— Administrative and general expenses —ITB R —MAEX (63,041) (48,878)
— Research and development expenses — Y (39,427) (25,201)
— Finance costs — BB (22,395) (10,998)
Profit before taxation BR AT & F 19,862 94,156
Income tax credit (expenses) FRefEMm () 2,179 (7,383)
Profit for the period B A& A 22,041 86,773
5. OTHER INCOME Hibr A

Six months ended 30 June
BZEAA=1tHIEAEA

2012 2011

—B—_F —E——%F

RMB’000 RMB’000

AR¥T T ARET T

(unaudited) (unaudited)

(REBEZ) (REEEZ)

Government grants U 8 B 3,764 3,689
Interest income FEUWA 616 1,963
4,380 5,652
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For the six months ended 30 June 2012
HE-ZT——FXA=1HILXHEA

6. OTHER GAINS AND LOSSES

Stater

—

Htthzm RER

Six months ended 30 June
BZEAA=1tHIEAEA

2012 2011
—2——F —
RMB’000 RMB'000
AR® T ARET T
(unaudited) (unaudited)
(REER) (REEEZ -
5751)
Net foreign exchange gains N eyl 872 6,130
(Losses) gains on disposals of property, LEWE -« FEMEE
plant and equipment (E18) Wiz (654) 1,851
Gains on disposals of prepaid lease payments & Fa8 18 & B U =5 = 175
Changes in fair value of derivative financial BRAEMITES Y M A
instruments in respect of commodity Q\Eiﬁ_ﬂﬁﬁﬂﬁ/\iﬁmﬁi
derivative contracts and cancellable foreign &gt T A (&5 &)
currency forwards swaps contract 9,877 (446)
Changes in fair value of the contingent BEBERER RIS
consideration in respect of Tianjin Rituo (fizE24(@) FTREE)
Acquisition (as defined in note 24(a)) R ARRERAFEE S 10,438 —
Impairment loss recognized in respect of MWE - B MEEER
property, plant and equipment (note 15) REEE (FTEE15) (3,124) —
Impairment loss recognized in respect of EREEEAREER
intangible assets (note 15) (fFEE15) (5,822) —
Impairment loss recognized in respect of T ERERREEE
goodwill (note 15) (MF3E15) (1,823) —
9,764 7,710
7. FINANCE COSTS 7. BAERAK

Interest on borrowings wholly repayable ARAFNBEEED

Six months ended 30 June
BZEAXA=1+HIEAEA

2012

—E—_—F

2011
—F——F
RMB'000
ARETIT
(unaudited)
(REFEZ)

RMB’'000

AR¥T T
(unaudited)
(REER)

within five years BEEFE 27,309 13,348
Less: Amount capitalized in respect of W BEAEREENAN
cost of qualifying assets ER e (4,914) (2,350)
22,395 10,998
Borrowing costs capitalized during the six months ended 30 HE-_Z——FNA=THLNEAH

June 2012 arose on the general borrowing pool and are
calculated by applying capitalization rates ranging from 6.99%
to 7.75% per annum (six months period ended 30 June 2011:
5.21% t0 6.11% per annum) to expenditure on qualifying assets.

Interim Report 2012
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For the six months ended 30 June 2012
HE-ZT——FXA=1HILA HEA

8. PROFIT BEFORE TAXATION 8. KRFANZEF
Profit before taxation has been arrived at after charging the BB RDEA 2B A &I -

following items:

Six months ended 30 June
BZAXA=1+HIEAEA
2012 2011
=F—=F —F——F
RMB’'000 RMB’000

ARET T ARETT
(unaudited) (unaudited,
restated)

(REBEX) (R EZ -
=71)

Staff cost (including directors’ emoluments) 8 T (BIEEEHEN)

— Salaries and other benefits — Hre LHEMETR 158,175 102,148
— Retirement benefit scheme contributions — — iR 4@ FI5T 24t 2 5,770 4,056
— Share-based payments (note 23) — AR HFIE
(FF5E23) 3,574 3,574
167,519 109,778
Depreciation and amortization: PTE R
— Property, plant and equipment — W - BERRE 27,601 22,441
— Intangible assets —EBFEE 2,273 1,870
29,874 24,311
Release of prepaid lease payments TR E FIA R 507 332
Cost of inventories recognized as ERAERAINFERA
an expense included in B
— Cost of sales — HEKAR 867,919 693,759
— Research and development expenses — WA 20,131 11,369
888,050 705,128
Allowance for doubtful debts relating to 5 WA M
trade receivables RS 93 13
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For the six months ended 30 June 2012
HE-ZT——FXA=1HILXHEA

9. INCOME TAX CREDIT (EXPENSES)

e

P (Fx)

Six months ended 30 June
BZ<A=1+HIEAEA

2012 2011
=F-—=F —F——F
RMB'000 RMB'000
ARET R ARETTT
(unaudited) (unaudited)
(REBEX) (REEEZ)
PRC Enterprise Income Tax (“EIT") B ERTST
([ERBHD
— Current period — HPEg 6,478 11,810
— QOverprovision of PRC EIT in prior periods — — :@{F EAE P B2
PSR RE B (113) (679)
6,365 11,131
Deferred tax IRAERIE
— Current period — BIEA (8,544) (3,748)
Income tax (credit) expenses PrASHE () B2 (2,179) 7,383

No provision for Hong Kong Profits Tax has been made as the
Group did not have any assessable profit arising in Hong Kong
during the period under review.

ARKENENREETBL RELE
AR A - B BRI 1S B B
(S
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For the six months ended 30 June 2012
HE-ZT——FXA=1HILA HEA

9. INCOME TAX CREDIT (EXPENSES) (continued) 9.

Except of the following companies, the subsidiaries of the
Company incorporated in the PRC are subject to the PRC EIT of
25% for the period under review:

Name of the subsidiary

MELEEHE

BTN EFERAE ([EEETF])
(Weihai Honglin Electronic Co., Ltd.#, “Weihai Electronic”)

BUETMAMESREEER A ([BUFES ) (T XXM
(Weihai Honglin Wire & Cable Co., Ltd.*, “Weihai Cable™) (note below)

BHEMETFERA A
(Changshu Honglin Electronic Co., Ltd.*)

BRI ELEEBR AR
(Changshu Honglin Wire & Cable Co., Ltd.*)

EALEE R AR A A
(Changshu Honglin Connecting-Technology Co., Ltd.#

EMNBLREFBRAF]
(Dezhou Honglin Electronic Co., Ltd.®)

EOEMBLHE FBR AR

(Wuhan Honglin Electronic Co., Ltd.#)
Note:
Both Weihai Electronic and Weihai Cable are wholly owned subsidiaries of the
Company. During the six months ended 30 June 2012, Weihai Cable merged its
business and operations to Weihai Electronic and accordingly, the income of

Weihai Cable was included in the taxable income of Weihai Electronic.

# The English names are for identification purpose only.

52  HLTechnology Group Limited « 3R EEBR AT

FrEFHEN (BIR) @)

BAT AN - REMHARR DR
B AL S OB A AR R B
BT 185 25% 14

Six months ended 30 June
BZAXA=1+HIEAEA

2012
—E—_F
%
BoLE

15.0 15.0

N/A FEHA 15.0

12.5 12.5

15.0 12.5

12.5 12.5

15.0 12.5

25.0 12.0

Mt -

BEETRESERHR/ARATNEENBAR -
RBE_ZT-—_FRA=THILXEARSEE &
BENEEGREBRESETANH B BE
BENRABSEREEE FHERTAR -

FORX TR
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For the six months ended 30 June 2012
HE-ZT——FXA=1HILXHEA

10. DIVIDENDS 10.

11.

No dividend has been paid or proposed by the Company during
the six months ended 30 June 2012, nor has any dividend been
proposed since the end of the reporting period (six months
ended 30 June 2011: nil).

EARNINGS PER SHARE 11.

The calculation of the basic earnings per share for the period
under review is based on the following data:

Profit attributable to owners of the Company 7~ B1¥E A A FE (L 3% 7

Bia%:\

RBE-_ZT—-——_FXA=+tHIXA
A Aomfi RN SHEHIRMESR
BREHRETBEFRNIARE (BE
“E——FXNA=THLANEA: &) -

BRER

REHHA  SEREABMERUTH
BEE

Six months ended 30 June
BZ<A=1+HIEAEA
2012 2011
=F—=F —F——F
RMB’000 RMB'000

ARET T ARETT
(unaudited) (unaudited,
restated)

(REBEX) (CREEZ -
=71)

27,876 84,201

Number of shares in issue for the purposes — F{EstE GRREARE T H
of basic earnings per share BEITRMGN

Weighted average
number of shares
Six months ended 30 June
B 13 N E 39 E

BEASA=1THIEANEAR
2012 2011
-=%  —®——F

720,000,000 720,000,000
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For the six months ended 30 June 2012
HE-ZT——FXA=1HILA HEA

11. EARNINGS PER SHARE (continued)

The following table summarizes the impact on basic earnings
per share for the six months ended 30 June 2011 as a result of
changes of fair values on tangible and intangible assets relating
the acquisition of Huizhou Technology and consideration of
Tianjin Rituo (as defined in note 24(a)):

11.

BRENE)

B RN RS B oK 02 B AR E (R
dA@MRE)ER RERRELE
ENAFEEFHHE_FT——FH
=StTEERNBASRERBMNOTE
WK -

Profit
attributable
to owners of Earnings
the Company per share
BATEEA
P& BREF
RMB’000 RMB (cents)
ARET AR (52)
Before adjustment A 88,189 12.2
Adjustment arising from valuation regarding A& M E X sl WG EAT
acquisition of subsidiaries (note 3) EARFE(MEI) (3,988) (0.5)
After adjustment % 84,201 117

There were no potential dilutive shares in existence during the
period under review and therefore, no diluted earnings per
share amounts have been presented.

12. PROPERTY, PLANT AND EQUIPMENT
During the six months ended 30 June 2012, the Group spent
RMB104,521,000 (six months ended 30 June 2011:
RMB143,672,000) on the acquisition of property, plant and
equipment to upgrade its manufacturing capabilities.

In addition, during the six months ended 30 June 2012, the
Group disposed of certain plant and machinery with a carrying
amount of RMB5,664,000 for sale proceeds of RMB5,010,000,
resulting in losses on disposals of RMB654,000 (six months
ended 30 June 2011: carrying amount of RMB29,892,000, sale
proceeds of RMB31,743,000 and resulting in gains on disposals
of RMB1,851,000).
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For the six months ended 30 June 2012
HE-ZT——FXA=1HILXHEA

12.

13.

PROPERTY, PLANT AND EQUIPMENT
(Continued)

During the six months ended 30 June 2012, the directors of the
Company conducted a review on the Group’s plant and
equipment, having regarding to the losses of the operation of
an automotive wiring harness cash generating unite (the
“CGU"). Accordingly, an impairment loss of RMB3,124,000 has
been recognized in respect of such plant and machinery of the
Group to the extent that the carrying amounts exceeded their
recoverable amounts based on the best estimate by the
directors of the Company. The impairment loss has been
included in the line item of other gains and losses in the
condensed consolidated statements of comprehensive income
for the six months ended 30 June 2012 and particulars
regarding impairment testing on property, plant and equipment
are set out in note 15.

INTANGIBLE ASSETS

During the six months ended 30 June 2012, the Group spent
RMB1,725,000 (six months ended 30 June 2011: RMB1,940,000)
on the acquisition of intangible assets of licenses.

During the six months ended 30 June 2012, the directors of the
Company conducted a review on the Group’s customers
relationships and technology knowhow, having regarding to
the losses of the operation of automotive wiring harness CGU.
Accordingly, an impairment loss of RMB5,822,000 has been
recognized in respect of such intangible assets of the Group to
the extent that the carrying amounts exceeded their
recoverable amounts based on the best estimate by the
directors of the Company. The impairment loss has been
included in the line item of other gains and losses in the
condensed consolidated statements of comprehensive income
for the six months ended 30 June 2012 and particulars
regarding impairment testing on intangible assets are set out in
note 15.

12.

13.

ate

™

ME - BERRKE®)

R-ZE—ZF A= -i—ElJJ:/\fIHB;ﬁ
N AR EFRABIERREEN
ReELrEM((ReELEL]) BEY
AEBEMERRBETER - Bt &
RARBEEHRREERBE A KE

TRNBENRERG  RAKREZRS
f%&%aﬁﬁﬁa AR #3,124,000 7T #) R
BEE - BREBERBE_Z——FX
A=1THIERNEANERGS RREE
WammHEmkakBEIBEDBEAE
W BRWE - BFE REERER N
ADER - FNHIEE15H -

BEE

REE-ZTE——FA=Z+HBI~E
A AEERKBEFEELEARE
17250000 (BE=E=—E——F A=+
HiE7SEAR « AR 1,940,0007T) ©

RZE—-——FRNA=+HIERXEAB
N ARBEFRARTERRREE
FENEENEBERAAKENTFBRE
R FBETER - Bl ERAR
AEEURAEEEBEATKRESEDN
BEMNKEGLS  RAKERSTELE
ERERANRES,822,000 THBBEEE
BMEBER#BE—T——FA=1H
IEAREARNEREARERGEE RENE
ol Em R EEOBDBEER - AREE
HEERERHENMHEISF
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HE-ZT——FXA=1HILA HEA

14. GOODWILL 14. &

As at As at

30 June 31 December
2012 2011
—EB——F —E——%F
NA=+H +=-A=+—H

RMB’000 RMB'000
AR® T ARETT
(unaudited) (audited)
(REER) (F&EH%)

Goodwill attributable to the following CGUs: LA FE4IR S BB E(S

[EESE
— Automotive wiring harness — REHER 1,823 1,823
— Signal transmission wire and cable — ERERRE 5,923 5,923
7,746 7,746
Less: Impairment recognized R ERER (1,823) —
5,923 7,746
Particulars regarding impairment testing goodwill are set out in AEEERENRS SR 155 -

note 15.
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Stater

—

BE-Z——FXA=1+HIXER Loy ..
15. IMPAIRMENT TESTING ON PORPERTY, 15. ¥ - BMERRE BEEE
PLANT AND EQUIPMENTS, INTANGIBLE KB e

ASSETS AND GOODWILL

For the purpose of impairment testing on the Group’s property,
plant and equipment, intangible assets of customer

RETHENR  AEEME  BEK
HE - BEFRARRBEAERMOELEE

relationships and technology knowhow and goodwill, those EEBEEECHNSEEBREAER
assets have been allocated to two individual CGUs included in R R EwARE D S mIEEFIER
the automotive wiring harness segment and signal PEAEM -ME HBELRERE B

transmission wire and cable segment, respectively. The
carrying amounts of property, plant and equipment, intangible
assets and goodwill, before impairment consideration for the
period, allocated to these units are as follows:

BEELBENREE(FLNPRESZE
AT DEEEZFEM

Signal
transmission
Automotive wire
wiring harness and cable
AERR EREHRE
RMB'000 RMB’000
ARET R AR%T R

As at 30 June 2012 RZE——FA=+H
Property, plant and equipment ME - WE KK 12,813 38,550

Intangible assets EREE

— Customer relationships — ZFR% 10,889 1,965
— Technology knowhow — EHEM 8,899 —
Goodwill EE 1,823 5,923
34,424 46,438

During the six months period ended 30 June 2012, the Group
recognized impairment loss of RMB10,769,000 in relation to
property, plant and equipment, intangible assets of customer
relationships and technology knowhow and goodwill of
automotive wiring harness CGU, as the recoverable amount of
this unit is less than the carrying amount of net assets. It
included impairment loss of RMB3,124,000 in relation to
property, plant and equipment, impairment loss of
RMB5,822,000 in relation to intangible assets of customer
relationships and technology knowhow impairment loss of
RMB1,823,000 in relation to goodwill arising on Tianjin Rituo
Acquisition (as defined in note 24(a)), respectively.

MRZZE——FXA=1TRHIEXEA &
REBREEEEMA A W E S RIERE
REFE BASREEEIAFHIER
RRSELEMOYE  BFE R&RE -
EFRARKEERMNEBLEERAE
B R 1B &5 18 A R #10,769,000 7T » 43 5l
BREARME  BEMREBOREERE
AR®3,1240007T - BRAEFHELE
BERMHBEENREBRARE
5822,0007T - UEBBAREXREZBH
WEMELANBEREBRARE
1,823,000 7t (P 5 24(a) FR R EE ) ©
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15. IMPAIRMENT TESTING ON PORPERTY, 15. W% - BEKF -BERE
PLANT AND EQUIPMENTS, INTANGIBLE FEEBBENR 2
ASSETS AND GOODWILL (continued)
The recoverable amounts of the CGUs are both determined MIBRSELSSBMM KBS EEIHIRE
based on a value in use calculation. The calculation included FREEFELETF ETPREEF
the discount rate of 19% per annum. Cash flows beyond the 19% 2 iR o BB F B 5 TaE H
four and a half-year budgeted period have been extrapolated MNIRERE  UBFIBEIBAIEREHE
using a steady 3% per annum growth rate to reflect the long- 5 UARMRH{TERERE -
term industry growth rate.

16. DEFERRED TAXATION 16. IEEF1E
The following are the Group's major deferred tax assets NTRAEERREHEMERNEE
(liabilities) recognized and the movements thereon, during the BEFIBEE (BE) RABED

reporting period.

Deferred tax assets Deferred tax liabilities
EEHEEE BEHESE
Fair value Fair value
Pre-  Impairment adjustments  adjustments
operating loss of on on financial
expenses assets  Tax losses Others Total  acquisition assets
EERMX AEFS HEFE Hity Y{&3 ATERR
RMB'000 RMB'000 i RMB'000 i
ARETT ARETR
As at 1 January 2011 (audited) W-E——%-f-H
(B&R) 108 365 2219 24 2716 — — —
Additions relating to the acquisition of ~ EBEAZAARBMEH
Tianjin Rituo and Huizhou Technology KB ZERE - - — — - (10,677) - (10,677)
(Charge) credit to profit or loss WER(IR)EA (108) 4 2,160 1 2,057 959 — 959
As at 31 December 2011 (audited) RZT——%+-4
—+—R(EER) - 369 4379 25 4773 9,718) — 9,718)
(Charge) credit to profit or loss MER (B A — 788 7316 37 8,141 1,969 (1,566) 403
As at 30 June 2012 (unaudited) RZF-ZERA=TH
(REER) - 1,157 11,695 62 12914 (7,749) (1,566) (9,315)
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For the six months ended 30 June 2012
HE-ZT——FXA=1HILXHEA

17. TRADE AND OTHER RECEIVABLES

As at As at
30 June 31 December
2012
®n
—E——F
~NA=1H
RMB’000 RMB'000
AR® T ARETIT
(unaudited) (audited)
(REER) (&%)
Trade receivables H 5 NGB (@) 898,744 838,812
Less: Allowance for doubtful debts o REREME (1,336) (1,239)
897,408 887,573
Bills receivable S (b) 38,981 59,327
Advance to suppliers BRTHIER 83,014 76,618
Value added tax recoverable AR B E R 20,984 8,608
Deposits and prepayments RES RFERFKIA 17,746 17,450
Consideration receivable from HEMXE  HE R
disposals of property, plant and BB EWAE
equipment 4,450 —
Advances to hon-control interest AT IR AR R
shareholders — 1,902
Advances to third parties BRTE=FH 12,730 6,299
Advances to staff BRFETL 2,458 2,812
Other receivables HAth pe IR 1,443 678
1,079,214 1,061,267
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For the six months ended 30 June 2012
HE-ZT——FXA=1HILA HEA

17. TRADE AND OTHER RECEIVABLES (continued)

Notes:

(a) Trade receivables
The Group's trade receivables at the end of the reporting period comprise
amounts receivable from the sales of goods.

The Group generally allows a credit period ranging from 60 days to 180
days to its trade customers.

The aged analysis of the Group's trade receivables (net of allowances for
doubtful debts) presented based on the invoice date as at the end of the
reporting period are as follows:

17. EZ R HAMEWRFRIE &)
R
(a) g 5 EWFEIE
AEERARE R E 5 UK IE 05
EEYH R IR -

KAEBE-RETESEPNTF60HEI80H
BB -

RMEHR  BEEZAH2D A EEE
WFIRBRE DT (SR REREE) T

As at As at
30 June 31 December
2012 2011
i i
—B-—=fF —4
AA=+H +=—A=+—H
RMB’000 RMB’000
AR TR ARBFT
(unaudited) (audited)
(RBEXK) (%
Within 3 months =@EAA 706,882 724,709
Over 3 months but within 6 months =EA=ENRMEA 180,586 154,175
Over 6 months but within 1 year NEAE—F 9,940 8,689
897,408 887,573

(b) Bills receivable
The aged analysis of the Group's bills receivable presented based on the
received date as at the end of the reporting period are as follows:

(b)y FEREE
RMEHR - ABIEYGRE 28R B
WERBEBRE DA ¢

As at As at
30 June 31 December
2012 2011

—EB——F

ANA=tH

RMB’000

AR®T T

(unaudited)

(REEFZX)
Within 3 months =Z@AR 11,414 27,267
Over 3 months but within 6 months =EAZENREAR 27,567 32,060
38,981 59,327

18. PLEDGED BANK DEPOSITS

As at 30 June 2012, the Group's pledged bank deposits carry
fixed interest rates ranging from 0.10% to 3.08% per annum (31
December 2011: 1.20% to 3.50% per annum).

The Group's pledged bank deposits were pledged as securities
for the Group's short-term bank borrowings, bills payable and
the letter of credit.
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AR A M mAR M

For the six months ended 30 June 2012

HE-ZT——FXA=1HILXHEA PASSE ARSS
19. OTHER FINANCIAL ASSETS AND HthemEEREE
LIABILITIES
As at As at
30 June 31 December
2012 2011
=F—=F —F——F
~NA=+H +t=-A=+—8H
RMB’000 RMB'000
AR® T ARETIT
(unaudited) (audited)
(REER) (&%)
Other financial assets HEMemEE
— Contingent consideration (note 24(a)) — sk SR (B (M X 24(a)) 15,667 5,229
— Commodity derivative contracts — EmITEEY (a) 1,335 —
17,002 5,229
Other financial liabilities Emerai
— Foreign currency exchange contracts — 4MNEA 49 (b) — 368
— Commodity derivative contracts —EmITEEL (@) — 1
— Cancellable foreign currency — AIBUSE NS IR R
forwards swaps contract EERA 4 (© 4,699 5,942
4,699 6,311

Notes:
(a) Commodity derivative contracts

The Group uses commodity derivative contracts (standard copper forward
contracts in London Metal Exchange) to manage its exposure against
copper price fluctuations. This arrangement is designated to address
significant fluctuations in the price of copper concentrate and copper
related products which move in line with the price of copper. However,
this arrangement is not considered as an effective hedge and is not
accounted for under hedge accounting according to the Group's
accounting policies.

Bt
(@ BE@RITEEN

AEBEERERTEEN(RASBRSHM
TR RE B A 49) LAE 12 BRI 6 (B8 3 if 0 40
FIRER © It 2 R R A E TR e = R (B R By i )
Besl e my SR AR MR AR R E M ER EXKE)
RER - AT BREAEENSETER - Ut
ZHTGRRERE P AT REE &5
BEIEARR
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For the six months ended 30 June 2012
 E-E——FNA=FTHILENEA

19. OTHER FINANCIAL ASSETS AND 19. HhemEEREE &)
LIABILITIES (continued)

Notes: (Continued) et - (&)

(a) Ccommodity derivative contracts (Continued) (a) BRITEAN(E)
Details of the contract value and the related terms are summarized as AXNEENMEBERFEMnT
follows:

As at
31 December

(unaudited)

(RBEXK)
Commaodity derivative sale contracts: PRITAERERL -
— Volume (tons) — £ () 700 5
— Executed contract value (RMB'000) —ERTHAENER
(AR¥ETFT) 34,075 277
— Fair value of derivative financial assets (liabilities) —TEemEE(BE)QFE
(RMB'000) (AREEFIT) 1,335 (1
— Contracts maturity — A %5 H July 2012 May 2012
(b)  Foreign exchange forward contracts (b) HEEBED
At the end of 30 June 2012, the Group had no outstanding foreign RZZE—ZFRA=TAKR AEBIEXR
exchange forward contracts. BITHINERBREH -
As at 31 December 2011, the Group had the following foreign exchange RZF—F+=-A=+—8 £5E#A
forward contracts with certain commercial banks in the PRC to mitigate B B AR ERITE B AT INES LA
its foreign currency, mainly United States Dollars (“USD"), exposure: MEEINE (FEAET([ET))) AR
Notional amount Maturity Exchange rates
[ELE ZE A Ex
Sell RMB15,942,000 11 January 2012 USD1:RMB6.473
F AR 15,942,000 7T —E-—F-A+—H 1ELEAR®E6L7IT
(c)  cancellable foreign currency forwards swaps contracts (c) AHSIMNEEMRREN
During the year 31 December 2011, the Group had entered into a R=B——F+-A=4—HXFHE &
cancellable foreign currency forwards swaps contract (the “Swaps %EE@; ﬁaﬁiﬁj?ifa%ﬂ@l)ﬁ@0,000,0(B_(\)
Contract”) with a bank (the "Bank”) for a notional amount of %Emfﬁfﬁﬁﬂiﬂﬁﬁﬁ%ﬁgfﬁﬁqﬁﬁqm
USD10,000,000 that the Group should pay to the Bank forward exchange w(=Mal]) - Bk AREASAURX
of an amount receivable from the Bank in USD equivalent to TUIA RT3 3R WUR RSB AL 2
RMB64,050,000 translated at the spot rate published by Reuters on E"JE“E’EEiﬁﬁ#ﬁA§M64,050,OOOZtii’gﬁ\\
monthly basis throughout to October 2013. The contract will be settled in EFE BE-F-=F+tARL- - ZEHD
net amount. HE AR RB LT o
PUrsuant to the Swaps Contract, both of the Group and the Bank have the RELPEL - FRERZRITHEHIMER
cancellation options as following: BT
The Group is eligible to terminate the Swaps Contract at the 20th i ARERER-_T——F—AE-F
day of January, April, July and October each year from January —=FNAHMEFNH—A - iﬂ\ﬂ :
2012 to September 2013 for the total loss of the entire Swaps A )Sg‘f'ﬂf THEEWHAH
Contract not more than USD15,000,000. MamiEENNEIBER T SHAe
15,000,000 3= 7T °
i The Bank is eligible to terminate the Swaps Contract at the 20th i EiﬁﬁﬁﬁfgﬁiéfiiJri:Jr H
day of each month of each year commencing 20 October 2012 at ks i/ﬂ\"lﬂ FTARBEREE
discretion at nil cost. RIEREEH ©
As at 30 June 2012, the fair value of the such Swaps Contract amounted REZB——FXA=1A  ZEHAONA
to RMBA4,699,000 (31 December 2011: RMB5,942,000). FESEAARBL699000T(=F——F

+=—A=+—H: AR¥S5,942,0007T) °
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HE-ZT——FXA=1HILXHEA

20. TRADE AND OTHER PAYABLES

20. EZ REMENRE

As at As at
30 June 31 December
2012
i
—E——F
NA=1+H
RMB’000 RMB'000
ARETT ARETT
(unaudited) (audited)
(REEEZ) (fe5E%)
Trade payables E S ENIE a) 312,968 406,318
Bills payable ENEE (b) 55,996 55,691
Receipts in advance from customers — FAWE P28 1,088 4,781
Other tax payables HAth FEAS B K 4,292 4,457
Payables for acquisition of property, — IiEM% « BB LB
plant and equipment o) ANE 12,659 19,990
Payrolls and staff cost payables ERTENRE TR 15,537 15,909
Advances from non-control DYEER2 S RE- TN
interest shareholders 3,272 5,737
Accrued expenses Esth 10,857 9,127
Other payables HAth FEASRIR 4,973 2,337
421,642 524,347
Notes: Bt

(@) Trade payables

(@ HBIEMHER

The Group's trade payables principally comprise amounts outstanding for
trade purchases. Payment terms with suppliers are mainly on credit
within 90 days from the time when the goods are received.

The aged analysis of the Group's trade payables presented based on the
invoice date as at the end of the reporting period are as follows:

AEENESERNKATZRIERE S RED
REEFE - BEEFOT N IEREBERE
B FEHRKIREREETORR -

RBEHRR - RBFZZAHM27| N AR EE
NIRRT

As at As at
30 June 31 December

2012

i

—EB——F

NA=t+H
(unaudited) (audited)
(RBEFX) #Fix)
Within 3 months =@ARA 295,313 380,999
Over 3 months but within 1 year “EAZE—F 16,401 23,782
Over 1 year but within 2 years —FEWF 1,153 1,528
Over 2 years R IB R F 101 9
312,968 406,318
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HE-ZT——FXA=1HILA HEA

20. TRADE AND OTHER PAYABLES (continued) 20. B R H B+ FRIE (2)

Notes: (Continued) Miat - (&)
(b)  Bills payable (b) EARE
The aged analysis of the Group's bills payable presented based on the RIBEER - BELEQE25 M REERE
issue date as at the end of the reporting period are as follows: NEEER&EDTOT :
As at As at
30 June 31 December
2012
Ji
—EB——F
~A=1+H
(unaudited)
(REEFX)
Within 3 months =EAR 26,210 15,504
Over 3 months but within 6 months ==xAA 29,786 40,187
55,996 55,691
21. BANK BORROWINGS . SRITRER
As at
30 June 31 December
2012 2011
= T
NA=+H +=-H=+—H
RMB'000 RMB'000
ARET T ARETT
(unaudited) (audited)
(REBEX) (&%)
Bank borrowings, due within one year: RITEE (—FAE) :
— Secured —B#ER 487,491 317,316
— Unsecured — R¥ER 303,176 336,155

790,667 653,471
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21. BANK BORROWINGS (continued)

21. SBITER (&)

As at

30 June
2012

i
—E——F

~NA=1H
RMB’000
AR® T
(unaudited)
(RBEX)

AS at

31 December

RMB'000
ARBEF T
(audited)
(&%)

The exposure of bank borrowings: RITEERR

— Fixed interest rates borrowings — EEFEEE 332,509 204,698

— Variable interest rates borrowings — FEFREE 458,158 448,773
790,667 653,471

The range of effective interest rates (which are also equal to REBRITERNERNK (TFERELH

contracted interest rates) of the Group’s bank borrowings are FE)BEMAT :

as follows:

Effective interest rates: BERFIE
Fixed interest rates borrowings EFREE
Variable interest rates borrowings FEFIREE

As at
30 June
2012

i

—E—_—F
~B=1H

% per annum
FEFE%

4.87%-11.60%
3.20%-8.20%

As at

31 December
2011

I

—E——%F
+-—A=+—H
% per annum
EFIR%

2.50%-11.60%
2.50%-8.20%
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For the six months ended 30 June 2012
HE-ZT——FXA=1HILA HEA

22. SHARE CAPITAL

Ordinary shares SRl

Authorized SETE

As at 1 January 2011, 31 December 2011 and
30 June 2012 (USD0.02 each)

RZ_ZE——%—H—8"
—E——H%+-A=+—H

22. RZ&

Share
capital
[} &S
USD’'000
FEx

Number of
shares
BHEE

M -_ZE——HFXA=+H

(8R%0.02 %)

2,500,000,000 50,000

Issued and fully paid BEZTRHE
As at 1 January 2011,

31 December 2011 and

30 June 2012 (USD0.02 each)

(81%0.02%7T)

R—_Z——%F—H—H8-
—E——F+Z/A=1+—H
r—ZFE——FXA=+H

720,000,000

Number of

shares
B

Share capital
[} &

UsD’'000
FTET AR®BTR

RMB’000

14,400 97,401

The Company did not have any movements of the share capital
during the six months ended 30 June 2012 (six months ended
30 June 2011: nil).

23. EMPLOYEE SHARE SCHEME

On 30 September 2008, an employees’ share scheme (the
"Employee Share Scheme”) was adopted by the Company.
Pursuant to the Employee Share Scheme, on 8 October 2008,
Chenlin International Joint Stock Company Limited
(a company owned by 3&/>#k, Mr. Chi Shaolin, “Chi Shaolin”)
transferred a total of 6,280,000 ordinary shares of the Company
(the "Employee Shares”) to Hongxin Joint Stock Company
Limited in respect of 137 employees of the Group, including
certain directors of the Company (the "Employee
Shareholders”) in recognition of their contributions to the
growth of the Group at a consideration of RMB6.37 each, of
which RMB2.37 each was paid for by each of the Employee
Shareholders with their own funds and RMB4.00 each was paid
for by Weihai Electronic and Weihai Cable, respectively, as
bonus and subsidy to Employee Shareholders. Details of the
Employee Share Scheme has been disclosed in 2011 audited
financial statements.
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ERRMR S IRkt

For the six months ended 30 June 2012

HE-_T——-FA=1+HLAEA

23. EMPLOYEE SHARE SCHEME (continued) 23. EERBFE (&)
Details of the movements of the Employee Shares awarded REpEEik  ERNESRHORAES
and outstanding balances at the end of the reporting period ERMEE BT

are as follows:

Number of outstanding
share options balances

REBERNBREZE
Directors Employees
B= ==
As at 1 January 2011 (audited) R_ZE——F5—H—H
(FeE%z) 3,543,791 33,247,131
Transfer (note) B2 (FET) (1,026,889) 1,026,889
As at 30 June 2011 (unaudited) and RNZE——FXA=+H
31 December 2011 (audited) (REEZ) N _TB——F
T A=1+—H(EE%) 2,516,902 34,274,020
Transfer (note) w2 (FET) (1,486,471) 1,486,471
As at 30 June 2012 (unaudited) R-E——FXA=+H
(REEER) 1,030,431 35,760,491
Note: In each of the six months ended 30 June 2011 and 2012, a director of the Htat - REBE=E——FR-_F——-FXA=1+H
Company resigned from directorship remains as an employee of the WEEANER  DARAEEEEN—EAATA
Group. FEHIET -
During the six months ended 30 June 2012, the Group REEZZTE——FA=1+HIENHE
recognized share-based payments of RMB3,574,000 (six A AEBEEREREERDEBHAK
months ended 30 June 2011: RMB3,574,000) in relation to the %A BRI B A R ¥ 3,574,000 7T (&
Employee Shares. EZT——FRA=THLERER: A

Ri#3,574,0007T) °
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For the six months ended 30 June 2012

HE-ZT——FXA=1HILA HEA

24. ACQUISITION OF SUBSIDIARIES

During the six months ended 30 June 2011, the Group made
the following acquisitions:

(a)

Acquisition of 55% equity interest in X;ZH#
JREE AR A A (Tianjin Rituo Automotive
Electronics Co., Ltd.#, “Tianjin Rituo”) (the
"Tianjin Rituo Acquisition”)

Acquisition of 55% equity interest in Tianjin
Rituo

On 21 February 2011, Weihai Electronic, a wholly-owned
subsidiary of the Company, entered into a capital
increase agreement (the “Tianjin Rituo Capital Increase
Agreement”) with two independent third parties, £ #f
(Mr. Wang Xiang) and £#El (Mr. Wang Weiguo)
(collectively referred to as the “Tianjin Rituo Founders”)
and pursuant to which Weihai Electronic made a capital
contribution of RMB58,600,000 to Tianjin Rituo, and in
return the Group acquired 55% of equity interest in
Tianjin Rituo. This acquisition has been accounted for
using the acquisition method. The amount of goodwill
arising as a result of the acquisition was RMB1,823,000
(see note below). Tianjin Rituo is established in the PRC
which principally is engaged in the manufacture and sale
of automotive wiring harness products. Tianjin Rituo was
acquired so as to continue the expansion of the Group’s
automotive wiring harness operating segment.

consideration transferred

24. WEHB AT

RBE-_Z——FXA=1THLERE
A REBER AT

BWEXZEHRIEERARD
8([ X # B # 1) 55% &) & &
(TREBHWED

WIEXEH # 55% Ry 2

R-ZT—F-_A-+—H8 AR
ANEEMBARESE THEMRE
BUE=HIEEERTEHBRLE
(A REBWHAINE DRI
BE ([ REAREERZ]
Bt BOBEFRRERFIEA
R 58,600,000 7T + if1 4 & B A Uk
BERZHIRNS5% R - ZWED
FRARBEAR ZWBEENRD
EeEAARE1,823000L (R T
XHIEE) c R B M RE B
FTERBREREERERRE
Mmoo NEERBERERARNEER
BRBEGRGEDHE o

EHEEAE

RMB’000
ARBT T

Cash He 58,600
contingent consideration arrangement FARRE R (T )

(note below) (5,229)
Total Bt 53,371
# The English name is for identification purpose only. # H A TBEEHER
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For the six months ended 30 June 2012

BE_ET

——FRA=+BILRER

24. ACQUISITION OF SUBSIDIARIES (continued)

(a)

Acquisition of 55% equity interest in X;EH#
JREE AR A A (Tianjin Rituo Automotive
Electronics Co., Ltd., “Tianjin Rituo”) (the
"Tianjin Rituo Acquisition”) (Continued)

consideration transferred (Continued)

Note: The Tianjin Rituo Founders provided guarantee to Weihai

Electronic that the aggregate amount of the audited net profit
after tax of Tianjin Rituo for the two years ending 31 December
2012 (the "Actual Profit”) will not be less than RMB40,000,000 (the
"Target Profit”). If the Actual Profit is less than the Target Profit,
the Tianjin Rituo Founders shall pay Weihai Electronic 34.4% of the
difference between the Actual Profit and the Target Profit, and
Weihai Electronic will have to contribute such sum back into
Tianjin Rituo through increasing the registered capital of Tianjin
Rituo, while the Tianjin Rituo Founders will proportionally
contribute capital to Tianjin Rituo according to the sum that Weihai
Electronic contributed; or

On the other hand, if the Actual Profit is higher than the Target
Profit, Weihai Electronic shall pay the Tianjin Rituo Founders 28.1%
of the difference between the Target Profit and the Actual Profit,
which is capped at RMB22,500,000. Subsequently, the Tianjin
Rituo Founders will have to contribute such sum back into Tianjin
Rituo through increasing the registered capital of Tianjin Rituo
while Weihai Electronic will proportionally contribute capital to
Tianjin Rituo according to the sum that the Tianjin Rituo Founders
contributed.

The contingent consideration was determined on a provisional
basis in the preparation of the condensed consolidated financial
statement of the Group for the six months ended 30 June 2011. At
that time, the fair value of the contingent consideration at the date
of acquisition and as at 30 June 2011 was considered to be
insignificant by the directors of the Company and accordingly, no
value had been recognised in the condensed consolidated
financial statement of the Group for the six months ended 30 June
2011.

A valuation report relating to the Tianjin Rituo Acquisition (the
"Tianjin Rituo Acquisition Valuation”) was subsequently received
in early 2012 and the fair value of the contingent consideration at
the date of acquisition and as of 30 June 2011 was determined to
be RMBS5,229,000. The comparative figures for the six months
ended 30 June 2011 have been restated as if the initial accounting
had been completed from the acquisition date.

The valuation of contingent consideration attributable to Tianjin
Rituo Acquisition as at 30 June 2011 was increased from nil to
RMBS5,229,000. There was a corresponding reduction in goodwill
in respect of the Tianjin Rituo Acquisition from RMB7,052,000 to
RMB1,823,000.

Up to 30 June 2012, based on the best estimate by the directors of
the Company, the projected Actual Profit is lower than the Target
Profit and thus, the fair value of the contingent consideration
attributable to Tianjin Rituo Acquisition as at 30 June 2012 is
estimated to be RMB15,667,000, resulting in a fair value gain of
RMB 10,438,000 recognized in current period.

ﬁe

24, WHEMI B A Rl (&)

(@ BWBEXEBRAEERARAL
8([ X # B # 1) 55% 1 # &=
(TREBHRWE]DE)

EERAEE)

Miat - RAEBHRBILERBEEEFIREE
R HE_Z-——+-_A=+—H
IEREEE - RERIREEZGRR %
wHEE(EREMNDBRIRAR
& 40,000,0007T ([ BAZmF D) © 2
BaF DR BIEER - REBREIL
HEARRESETINERFREE
N ZEEH)34.4% KBS BT 4%
EHEBEBNKEZBRBEMERRK
ERWEABHEETE  MAEZBHRE
T EBIREEEE T E BRI
MAEREEE K

S—HE WERMNS®NEEE
o BEBETFAERKZRHRAIT AR
B AR R B R F = 5849 28.1%
&= A AR 22,500,0007T © BEt%

REAMAINL A B NEBBEINRE
HREAMERNTIAEHESETRE
B MEVEETERERERTA
N EFABEIELOFE T RERR ©

REEAEBBE_T——F <A
=+ AR EANEREE B B®RE
B o AR EABRRY B ETE o P
BARR-Z——FXA=1TAMK
ARERFE ARREFERRR
HBEAEE B ARER-T——
FRAZTHLEARBEANGEREAH
TR I AR EE

FRERERREENHERS ([RE
BiliEfE]) BN T ——F
TR - sk ARERUEE B REE
—T—FXA=TANATEETE
BARYS5,229,0007T c HE_ZT——
FRA=ZTHLEREANLEREFE
B FENEREEECKRKEA

REBRUBR -_ZE——FR A=+
AREMIAREBEDATENE
AR 5,229,000 © A BREH R
B2 BB R AR 7,052,000
TR E ARH1,823,0007T ©

BEZT——FRXA=1AL RE
ARBER 2z &EME - RHERE
FMER B R A - B - Rz AR
BN ——FRA=THEENSK
ARBLAFEBLBFBARE
15,667,0007C + W BNEREE £ X FME
g AR #10,438,000 ¢ ©
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24. ACQUISITION OF SUBSIDIARIES (continued)

70

(@) Acquisition of 55% equity interest in X;£H# (a)
AEBEERATE (Tlanjm Rituo Automotive
Electronics Co., Ltd., “Tianjin Rituo”) (the
“Tianjin Rituo Acquisition”) (Continued)

Assets acquired and liabilities recognized at
the date of acquisition are as follows:

24, WHEKMI B A =] (&)

BWEXZEHRIEERARD
8([ X # B # 1)55% & & &
(TREBHRWE]D @)

WEAHEKEEER B#Z
a&EMF

RMB’000
ARBT T

Property, plant and equipment W - BB MERE 8,957
Intangible assets (note below) |\ E (T XXM 23,280
Inventories BE 28,601
Trade receivables Z 5 W EIE 63,741
Bank balances and cash RITHEB LIRS 65,350
Trade and other payables B 5 R HMERFIA (81,547)
Bank borrowings RITIEE (8,502)
Deferred taxation liabilities BEHIEAE (6,156)

93,724

Note: Intangible assets represent customer relationships of
approximately RMB12,810,000 and technology knowhow of
approximately RMB10,470,000.

Goodwiill arising on acquisition

Pursuant to the Tianjin Rituo Acquisition Valuation, the
following items are restated:

et BEEAEREFPBEHARE
12,810,000t & H A & ili 49 AR ¥
10,470,000 7T °

WBELHEE

RiIREBMEBMEE ATEE
BEREY

Provisional
amounts
originally
stated Restated
Rx25|
MRS =2
RMB'000 RMB’'000
ARET T AR TR
Consideration transferred BERAE 58,600 53,371
Add: Non-controlling interests m: DEREER 42,176 42,176
Less: Recognized amount of identified B B AR B E
net assets acquired, including FEZEERESE
Weihai Electronic capital injection BIEREETM
of RMB58,600,000 to Tianjin Rituo KERHITE
AR ¥ 58,600,000 7T (93,724) (93,724)
Goodwill arising on acquisition of WEEREZAMEENHE
Tianjin Rituo 7,052 1,823
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24. ACQUISITION OF SUBSIDIARIES (continued)

(@) Acquisition of 55% equity interest in X;£H#

REBEERATE (Tlanjm Rituo Automotive
Electronics Co., Ltd., “Tianjin Rituo”) (the
"Tianjin Rituo Acquisition”) (Continued)

Goodwiill arising on acquisition (Continued)

The 45% non-controlling interest in Tianjin Rituo
recognized at the acquisition date was measured by
reference to the proportionate share amounts of net
assets of Tianjin Rituo of RMB93,724,000 (including
Weihai Electronic capital injection of RMB58,600,000 to
Tianjin Rituo) amounting to RMB42,176,000.

Goodwill arose on the acquisition of Tianjin Rituo because
the acquisition included the workforce of Tianjin Rituo.
This asset could not be separately recognized from
goodwill because they are not capable of being separated
from the Group and sold, transferred, licensed, rented or
exchanged, either individually or together with any
related contracts. The goodwill is not expected to be
deductible for tax purpose.

During the six months ended 30 June 2012, the directors
of the Company conducted a review on the Group's
goodwill attributable to Tianjin Rituo Acquisition, having
regarding to the losses of the operation of automotive
wiring harness. Accordingly, an impairment loss of
RMB1,823,000 has been recognized to the extent that the
carrying amount exceeded the recoverable amount of
the CGUs of automotive wiring harness based on the
best estimate by the directors of the Company. The
impairment loss has been included in the line item of
other gains and losses in the condensed consolidated
statements of comprehensive income for the six months
ended 30 June 2012 and particulars regarding impairment
testing on goodwill are set out in note 15.

(a)

ate
= |

24, WHEMI B A Rl (&)

WEXEZEREERARL
8([ X # B # 1) 55% 1 # &=
(TREBHRWE]DE)

WIBELREE (&)

FUEE B BARER B R )2 B 40 45% 2
FREERDEREZBREEFE
Tl b 5] < 88 A R 5 93,724,000 7T
FE(BREEESETRAREERE
& AR #58,600,0007T) & A R
42,176,0007T °

HREBEREZAMMNET - &
BEREBREZAMBESL - Z&
ETHEBRIAARE  ANES
TReE—FEREAAEA OB
RAKREREE &5 7
HEg R ZEERYA A
i o

%Z?:_g—_if\ﬂ_-i—ﬁtfd
HHIAR > ARREFEZERIKLE
BRRNERE Eﬂiiﬁ%ﬂ&ﬁ%
BIEAEBNHELETES -
it REARBEF 2 HEMG
B B 18 A R #1,823,000 7T E 7
FRHEBRTERREMEEZR

iZ—MﬁZ@ %“EETEE o REEE
EREE ——#A=t+HIt
/\1.)%?35)%5‘ AEEWFERAFTA

Hiplzm R EIRIER - B REREER
BRI - BRHEE15F o
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24. ACQUISITION OF SUBSIDIARIES (continued)

(b) Acquisition of 87% equity interest in Huizhou

Technology and the capital injection to
Huizhou Technology (the “Huizhou
Technology Acquisition”)

Acquisition of 87% equity interest in Huizhou
Technology and the capital injection to
Huizhou Technology

On 4 May 2011, Weihai Electronic entered into the
acquisition and capital injection agreements (the
“Huizhou Technology Acquisition and Capital Injection
Agreements”) with certain independent third parties,
including FE4EE (Mr. Tian Hongzhen) [A#AZE (Mr. Zhou
Shaohua, “Zhou Shaohua”), &= X & (Mr. Yuan Huoyou,
“Yuan Huoyou"), 234 (Mr. Wang liazhan) and & A &
(Mr. Wu Yuelong) (hereinafter collectively referred to as
the “"Huizhou Technology Vendors”) and pursuant to
which, Weihai Electronic acquired an aggregate of 87%
equity interest in Huizhou Technology from the Huizhou
Technology Vendors for a total consideration of
approximately RMB13,328,000, which was paid during
the year ended 31 December 2011. This acquisition has
been accounted for using the acquisition method. The
amount of goodwill arising as a result of the acquisition
was RMB5,923,000 (see note below). Huizhou Technology
is a company established in the PRC which is principally
engaged in the designs, research and development,
manufacture and sale of communication wire and cable
related products catering to the telecommunication
industry, belonging to the signal transmission wire and
cable segment of the Group. Upon the completion of the
acquisition, Huizhou Technology was owned as to 87%
by Weihai Electronic, 5% by Zhou Shaohua and 8% by
Yuan Huoyou, respectively.

consideration transferred

24, WHEKMI B A =] (&)

(b)

WEEE N B2 87 % Kz K [
EMBMETETEMNRREK
Bl

WIB B MBI 87% 19 #E 22 K 6]
BMBEEE

R-_ZE——FRAMB  BEET
HEFTBYE= AR VKRBERTE
% ([ EMB R UKE FTEE D
FD) o BEMMAELE - ABREL
i»ﬁkﬁ%i TR HERE
ABEEE(TXHEBIEMEHEE
A B BUSEFREMNE
B W R BN EH A £ 87% i
%v“ﬁﬁmﬁAE%w&mm
Rz ——%+=A
:+ HIEFESN - 2WEEE
BB R AR - ZUBBEEMEE
LA ARMS59230007T (B TX
W&) BN R A R B A S H
—fAA T FTENEBERENA
BEMMET - 3 2ERES
RIER BEANAEE 5 EH
BEST - NI EIETKE - &
MEHE D B E/SE T A 87%H
X AARESES%NERER
MR ANEHE 8% M -

IE\

EERAE

RMB'000
ARET T

‘

Cash He

13,328
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24. ACQUISITION OF SUBSIDIARIES (continued) 24. WEEKIE ARl (@)

(b) Acquisition of 87% equity interest in Huizhou
Technology and the capital injection to
Huizhou Technology (the “Huizhou
Technology Acquisition”) (Continued)

Acquisition of 87% equity interest in Huizhou
Technology and the capital injection to
Huizhou Technology (Continued)

Note: The fair values of the identifiable assets and liabilities at the date
of acquisition were determined on provisional basis in the
preparation of the condensed consolidated financial statements
of the Group for the six months ended 30 June 2011.

A valuation report relating to the Huizhou Technology Acquisition
(the “Huizhou Technology Acquisition Valuation”) was
subsequently received in early 2012 and the fair value of the
identifiable assets and liabilities on the date of acquisition was
determined to be RMB8,511,000. The comparative figures for the
six months ended 30 June 2011 have been restated as if the initial
accounting had been completed from the acquisition date.

The valuation of identifiable assets and liabilities of Huizhou
Technology was decreased from the provisional amount of
RMB19,959,000 to RMB8,511,000, resulting in a goodwill
RMB5,923,000, compared with the excess over the cost of
business combination of RMB4,036,000 as previously included in
the condensed consolidated financial statements of the Group for
the six months ended 30 June 2011.

Assets acquired and liabilities recognized at
the date of acquisition are as follows:

Pursuant to the Huizhou Technology Acquisition
Valuation, the following items are restated:

(b)

WEEE MBI 87 % KIS K ]
EMNBEETETEMNRRER
B

W BB B RL 55 87 % 1Y #E 22 K 5]
BEMBIHETE (#)

K RREAREEE ——%xA
=+HIEANEA E’]ﬁ%ﬁﬂé? B TR
B - R EBBIE A B AR B AR
RFE - IR EEEE -

BEABMNEHEBERN S ERS (BN
BRWEGE]D  HER T —=F
MAE] - WA RREE KA BN
Ba N FEETEAAREESS511,000
TLeHE_ZT——FA= +5Jt/\
BEANLRBFTEEY - EREs
FRIBE R UE A HASERK ©

BB RREERBEME
A R I B8 A R % 19,959,000 7T 8 &
ARHE-511,0007T + BEFHEARE
5,923,0007T * B Z BIFI AR K EE
BT ——FXAZTALAEAD
FRAAR & I IS MR A A L 56 BFRR
ANE AR 4,036,000 7T °

KA EKBEEREBER
BREWT :

RIBEMB X BEEE - ATIEE
BERES:

Provisional
amounts
originally
stated Restated
FEE27]
REEHE 2]
RMB’'000 RMB’000
ARETR ARETR
Property, plant and equipment Y B REE 38,769 36,231
Intangible assets (note below) | B E (T sE) 2,830 2,620
Inventories & 20,735 20,735
Trade receivables 2 5 W GIE 72,453 72,453
Bank balances and cash RITHEBRIRS 5,295 5,295
Trade and other payables E 5 MEMENFIA (66,653) (71,040)
Bank borrowings RITEE (53,262) (53,262)
Deferred taxation liabilities BERIEAE (208) (4,521)
19,959 8,511

Note: Intangible assets represent customer relationships of
approximately RMB2,620,000.

M B EEREPBAANARY
2,620,000 7T °
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24. ACQUISITION OF SUBSIDIARIES (continued) 24, WM B AR (@)

(b) WEEEMRIE87% AR KM
EMBETETEMNRREK

(b) Acquisition of 87% equity interest in Huizhou
Technology and the capital injection to

Huizhou Technology (the “Huizhou B#E)
Technology Acquisition™) (Continued)
Goodwiill arising on acquisition WIS EE &

Pursuant to the Huizhou Technology Acquisition
Valuation, the following items are restated:

RIBEMNB B EMAE - A TRE
BEREY

Provisional
amounts
originally
stated Restated
RE275
HESE 275l
RMB’000 RMB’000
ARBTR ARB TR
Consideration transferred EEERE 13,328 13,328
Add: Non-controlling interests m: LEREER 2,595 1,106
Less: Recognized amount of identified B BB AERIEE
net assets acquired FEZEHRRESHE (19,959) (8,511)
(Excess over the cost of business (BB MBS PR A)
combination of Huizhou Technology) BMERREES
goodwill arising on Huizhou Technology Ak
Acquisition (4,036) 5,923

The 13% non-controlling interest in Huizhou Technology
recognized at the acquisition date was measured by
reference to the proportionate share of amounts of net
assets of Huizhou Technology of RMBS&,511,000
amounting to RMB1,106,000.

Goodwill arose on the acquisition of Huizhou Technology
because the acquisition included the workforce of
Huizhou Technology. This asset could not be separately
recognized from goodwill because they are not capable
of being separated from the Group and sold, transferred,
licensed, rented or exchanged, either individually or
together with any related contracts. The goodwill is not
expected to be deductible for tax purpose.

74  HL Technology Group Limited « 3RS EEBR AT

YRS B HIRER BN RH% 13% 4
B R ER2EEMNREERE
L I Pl & %A R %6 8,511,000
TLEtE R/ AR 1,106,000 - &
MBEHEEFERFEEREA
EfEEE

BHRKNBEEBMNEROHET &
BERNRBEEMNMERES - 28
ETEEBEABHE  ARNESE
TREE —SEREMRAMA MBI
RASERHE  BE KA -
HEsRE - ZEEEH AN
B o



Notes to the Condensed Consolidated Fmanu

AR A M mAR M

For the six months ended 30 June 2012
HE-ZT——FXA=1HILXHEA

24. ACQUISITION OF SUBSIDIARIES (continued)

(b) Acquisition of 87% equity interest in Huizhou
Technology and the capital injection to
Huizhou Technology (the “Huizhou
Technology Acquisition™) (Continued)

Goodwiill arising on acquisition (Continued)

In August and December 2011, Weihai Electronic further
injected RMB20,000,000 and RMB43,200,000 into Huizhou
Technology, which have diluted the shareholding held by
the non-controlling interests. An amount of RMB679,000
was adjusted to reflect the change in non-controlling
interests as shown in the Group’s consolidated statement
of changes in equity. The percentage of equity interest of
Huizhou Technology held by the Group increased to
97.27% at the end of 31 December 2011,

During the six months ended 30 June 2012, the Company
acquired the remaining 2.73% equity interest of Huizhou
Technology from the non-controlling interest with a cash
consideration of approximately RMB1,992,000.
Subsequently, Huizhou Technology became a wholly
owned subsidiary of the Company.

25. RELATED PARTY TRANSACTIONS
Compensation of key management personnel

The remuneration of directors and other members of key
management during the period under review were as follows:

Stater

—

24, WHEMI B A Rl (&)

(b) WIBEMBIE87% (R KM
EMBEETETEMNRNRER
B

WIBELREE (&)

R=ZFE——FNAR+=A " B8
BEFE—FEENRBIIEARK
20,000,000 7T & A & # 43,200,000
TC T RDVER RS E M ARE
BEAY - AEM@%@Emﬂ
BEOERFARE  UNBRAEELGES
= E%%ﬁméﬁkﬁfaﬁ
&) o AEBFFENRIENRER
PR —E——F+=-_A=+—H
KIBINZE97.27% °

REZEZF-ZFRA=ZTHLER
fEA - AR BBR R S
BB R T H273% s - Re
REHARE1,992,0007T - K&
BHRHEARARRINEZENBA
i

25. BEAERS

FTEEEASNEMH

RERHE EENEMTEERAR
EFEH T

Six months ended 30 June
BZ<A=1+HIEAEA
2012 2011
=F—=F —F——F

RMB’000 RMB’000
ARET ARETT
(unaudited) (unaudited)
(REBEX) (REgEEZ)

Salaries and other benefits TEREMEF 2,253 2,530
Retirement benefit scheme contributions EREFET B R 62 73
Share-based payments LARR D A &I 3RIE 670 656

2,985 3,259
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26. CAPITAL COMMITMENTS 26. EXREILE
At the end of the reporting period, the Group had the following RBERR - AEEREREREEN
outstanding capital commitments: T

As at As at
30 June 31 December
2012 2011

—E——F :E***%

ANRA=+H +=-A=+—H
RMB’000 RMB’000
AR® T AR®ETT
(unaudited) (audited)
(REBEX) (&%)

Capital expenditure in respect of acquisition BRI EZE - KE L& E

of property, plant and equipment: BERME -
— Contracted for but not provided in —EBEEYBRIRRGE

the consolidated financial statements B 75 Rk PR B 44,641 60,355
— Authorized but not contracted for — EREERED = 10,922

44,641 71,277
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