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Important Notice

I. The Board of Directors, the Board of Supervisors, directors, supervisors and senior management
of Qingdao Haier Co., Ltd. (“the Company”) hereby assure that the content set out in the interim
report is true, accurate and complete, and free from any false record, misleading representation or

material omission, and are individually and collectively responsible for the content set out therein.
1.  All directors of the Company have attended the Board meeting.
I11. The interim report is unaudited.

IV. Liang Haishan (legal representative of the Company), Gong Wei (chief financial officer of the
Company) and Ying Ke (the person in charge of accounting department) hereby certify that the

financial report set out in the interim report is true, accurate and complete.

V. Proposal of profit distribution and proposal of capitalizing capital reserves for the reporting

period examined and reviewed by the Board

Not Applicable

VI. Disclaimer in respect of forward-looking statements
Applicable oNot Applicable
Forward-looking statements such as future plans, development strategies as set out in this report do
not constitute our substantial commitment to investors. Investors are advised to pay attention to

investment risks.

VII. Is there any fund occupation by controlling shareholders and their related parties for

non-operational purposes?

No
VIIL. Is there any provision of external guarantee in violation of prescribed decision-making
procedures?

No

IX. Important Risk Warnings
For the possible risks which the Company may encounter, please refer to the relevant information
set out in the section of “DISCUSSION AND ANALYSIS ON OPERATIONS” in this report.

X. Others
oApplicable VNot Applicable
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Chairman: Liang Haishan
Qingdao Haier Co., Ltd

30 August 2018
Note: This Report and its abstract have been prepared in both Chinese and English. Should there

be any discrepancies or misunderstandings between the two versions, the Chinese version shall

prevail.
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SECTION | DEFINITIONS
Unless otherwise stated in context, the following terms should have the following meanings in this
report:
CSRC China Securities Regulatory Commission
MOFCOM Ministry of Commerce of the People's Republic of China
SSE Shanghai Stock Exchange
The Company,

Qingdao Haier

Qingdao Haier Co., Ltd.

Four Major Securities
Newspapers

China Securities Journal, Shanghai Securities News, Securities Times,
Securities Daily

Haier Electrics, 1169

Haier Electronics Group Co., Ltd. (a company listed in Hong Kong, stock
code: 01169.HK)

GEA

GE Appliances, household appliances assets and business of General Electric

FPA

Fisher & Paykel Appliances Holdings Limited (Chinese Name: 3% K 5r)
was established in 1934 and is known as the national appliance brand of New
Zealand, the global top-level kitchen appliance brand and the famous luxury
brand of the world. It has products including ventilator, gas stove, oven,
dishwasher, microwave oven, freezer, washing machine, clothes dryer and
etc. Its business covers over 50 countries across of the world. The Company
convened Board meeting and General meeting in April and May 2018,
respectively, to approve relevant resolutions of the transfer of 100% equity
interest in Haier New Zealand Investment Holding Company Limited, upon
the completion of the transfer, FPA became a wholly-owned subsidiary of the
company.

CMM

China Market Monitor Co., Ltd., established in 1994, has been focusing on
research on retail sales in China consumption market for a long term and is
the nationally recognized market research institute in terms of appliance area.

Euromonitor

Euromonitor, established in 1972, is the leading strategic market information
supplier and owns over 40-years of experience in respect of publishing market
report, commercial reference data and on-line database. They create data and
analysis on thousands of products and services around the world.

The
Company

Stevenson

Based in Kentucky, the U.S., the firm is an institution specializing in market
survey, research and analysis. The market research and analysis business of
the Company started in 1995. Its “TraQline” product is a world-famous
survey and research report on market share. The “TraQline” product offers
customers with analysis based on global market share and consumer
behaviors and supports the decision-making of various businesses.

IEC

The International Electrotechnical Commission. Founded in 1906, it is the
world’s first organization for the preparation and publication of international
standards and is responsible for international standardization for electrical
engineering and electronic engineering. The goals of the commission include:
to ensure that the standards and conformity assessment programs are applied
globally in a prioritized manner and to the greatest extent; to assess and
improve the quality of products and services involved in its standards; to
create conditions for the common use of complicated systems; to improve the
effectiveness of the industrialization process; to improve human health and
safety, and to protect the environment.

10 Interconnected
Factories

Shenyang Refrigerator Interconnected Factory, Foshan Front-Loading
Washing Machine Interconnected Factory, Zhengzhou Air-conditioner
Interconnected Factory, Qingdao Mold Interconnected Factory, Qingdao
Water Heater Interconnected Factory, Qingdao FPA Electrical Machine
Interconnected Factory, Jiaozhou Air-Conditioner Interconnected Factory,
Huangdao Central Air-Conditioner Interconnected Factory, Huangdao Smart
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Kitchen Appliance Range Hood Interconnected Factory, Huangdao Smart
Kitchen Appliance Stove Interconnected Factory

“4+T+N” smart
full-scene customized
full set program

“4” refers to four physical spaces continuously and iteratively upgraded by
Haier, including smart living room, smart kitchen, smart bathroom and smart
bedroom. “7” represents seven whole-house solutions as whole-house air,
whole-house water supply, whole-house cleaning, whole-house security,
whole-house audio, whole-house health and whole-house information. N as a
variable represents that users are free to customize smart living scenarios
according to tier living habits, thus achieving possibilities with infinite
changes.

The mode combining
individual and goal

“Individual” means staff; “goal” means the need of users, rather than the
“orders” in narrow sense. The mode “Combining individual and goal”
encourages the integration of staff with users, and “win-win” means to realize
every employees value while creating value for users.

IEEE

The Institute of Electrical and Electronics Engineers, an international
association of electronic technology and information science engineers, is
currently the largest non-profit professional technology society in the world.
It committed to the development and research of electrical, electronic,
computer engineering and science-related fields, it has now developed into an
international academic organization with high influence in terms of the fields
of space, computer, telecommunications, biomedicine, power and consumer
electronics.
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SECTION II GENERAL INFORMATION OF THE COMPANY AND
KEY FINANCIAL INDICATORS

I. Information of the Company

Chinese Name

5 SR B A PR A 7

Chinese Short Name H HiER

English Name QINGDAO HAIER CO.,LTD.
English Short Name HAIER

Legal representative oAl

II. Contact Person and Contact Information

Secretary to the Board Representative of securities affairs
Name Ming Guozhen Liu Tao
Department of Securities of Qingdao Haier|Department of Securities of Qingdao Haier
Address Co., Ltd. Co., Ltd.
Haier Information Industrial Park, No.1  |Haier Information Industrial Park, No.1 Haier
Haier Road, Qingdao City Road, Qingdao City
Tel 0532-88931670 0532-88931670
Fax 0532-88931689 0532-88931689
Email finance@haier.com finance@haier.com
ITI. Summary of the changes in general information
Registered address Haier Industrial Park, Laoshan District, Qingdao City
Postal code 266101

Business address

Haier Information Industrial Park, Laoshan District, Qingdao City

Postal cod of Business address 266101
Website http://www.haier.net/cn/
Email 9999@haier.com

IV. Movement of Place for Information Disclosure and Deposit

Designated

information disclosure

newspaper for|Shanghai Securities News, Securities Times, China Securities
Journal, Securities Daily

Website for publishing interim
report as designated by the CSRC

WWW.SS€.com.cn

Deposit place of interim report

Department of Securities of Qingdao Haier Co., Ltd.
Haier Information Industrial Park, No.1 Haier Road, Qingdao City

V. Summarized Information of Shares of the Company

Stock Exchange of Stock Short Name
Type of Shares Shares Listed Stock Short Name Stock Code Before VVariation
A shares Shanghai Stock Qingdao Haier 600690 /

Exchange

VI. Other Related Information

oApplicable VNot Applicable
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VII.

(I) Key accounting data

Key Accounting Data and Financial Indicators of the Company

Unit and Currency: RMB

The corresponding period of last year | Increase/decr
(January - June) ease for the
reporting
For the reporting period
Key accounting data period compared
(January - June) | After adjustment | Before adjustment with the
corresponding
period of last
year (%)
Operating revenue 88,591,626,626.07 | 77,585,007,913.93 | 77,575,749,980.10 14.19
Net profit attributable
to shareholders of the 4,858,795,529.42 4,416,867,240.37 4,427,068,404.51 10.01
Listed company
Net profit after
deduction of
non-recurring profit 4,475,991,565.27 | 3,777,339,454.95 | 3,777,339,454.95 185
or loss attributable to
shareholders of the
Listed company
Net cash flows from | g 560 395 95402 | 8,434,402,658.46 |  8,393,200,906.18 -36.35
operating activities
As at the end of last year Lr;c;;eg:e;? fﬁg
end of the
As at the end of reporting
the reporting period
period After adjustment | Before adjustment compared
with the end
of last year
(%)
Net assets attributable
to shareholders of the | 35,267,251,452.26 | 32,215,515,201.45 | 32,215,515,201.45 9.47
Listed company
Total assets 157,465,352,921.4 | 151,463,110,707.6 | 151,463,110,707.6 3.96
6 3 3 '

(I1)

Key financial indicators

Key financial
indicators

For the reporting
period

The corresponding period

of last year

(January - June)

Increase/decrease for the
reporting period compared

with the corresponding

January - June After Before ;

( ’ ) adjustment | adjustment pafietlalistyE ()
Basic earnings per
share (RMB  per 0.797 0.724 0.726 10.08
share)
Diluted earnings per
share (RMB  per 0.786 0.724 0.726 8.56
share)
Basic _ earnings _per 0.734 0.619 0.619 18.58

share after deducting
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non-recurring  profit
or loss (RMB per

share)

Weighted average

return on net assets 14.10 15.40 15.47 De_creased by 1.3 percentage
(%) points

Weighted average
return on net assets
after deducting 12.99 13.20 13.20
non-recurring  profit
or loss (%)

Decreased by 0.21
percentage points

Explanation of the key accounting data and financial indicators of the Company

VApplicable ©Not Applicable

Note: The income from January to June 2018 is RMB 88.592 billion, increased by 14.19% year-on-year;
at prevailing exchange rates, while the income under constant exchange rates increased by 17.3%
year-on-year. Due to lock exchange business, the net impact profit of two periods recognition fair value

income was approximately RMB300 million, and after the restoration
attributable to owners of the Parent company was 18.82%.

, the increase of net profit

VIII. Differences in accounting data under domestic and overseas accounting standards

oApplicable \Not Applicable

IX. Non-recurring Profit or Loss Items and Amount
VApplicable oNot Applicable

Unit and Currency: RMB

Non-recurring profit or loss items

Amount

Profit or loss from disposal of non-current assets

23,934,860.63

Government grants included in current profit or loss, except that closely
related to the normal operating business, complied with requirements of
the national policies, continued to be granted with the amount and quantity
determined under certain standards

137,147,498.76

In addition to the effective hedging business related to the normal
operations of the Company, profit or loss of changes in fair value arising

from holding of trading financial assets and trading financial liabilities, as 193,260,601.21

well as investment gain realized from disposal of trading financial assets,

trading financial liabilities and financial assets available for sale

Trust fee income from entrusted business 943,396.22

Other non-operating income and expenses except the aforementioned items 169,865,362.68

Effect of minority equity interests -91,861,955.96

Effect of income tax -50,485,799.39
Total 382,803,964.15

X. Others
oApplicable VNot Applicable
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SECTION |1l SUMMARY OF THE COMPANY’S BUSINESS

I. Introduction of Major Business, Operating Mode and Industry Background

In the first half of 2018, the global economy continued its growth since 2017, but trade frictions,
geopolitics and normalization of monetary policies in major economies have increased the uncertainty of
the global economy and financial markets. In the first half of 2018, China's economy maintained steady
growth, structural adjustments were further advanced and the economy performed at a good level.

(1) Domestic market of the Industry: In the first half of 2018, the retail sales of each sub-industry
of white goods in the domestic market maintained a growth trend, but the performance was
differentiated. According to the calculation of China Market Monitor Co., Ltd (CMM), @ the
home-use air-conditioner industry grew rapidly with the retail volume increased by 16.6% and the retail
value increased by 19.8%; @ in the refrigerator and washing machine market, replacement demand
became the primary demand with weak sales growth, but the average prices were boosted by structural
upgrading: retail volume in the refrigerator industry decreased by 1.7%, but the retail value increased by
7.9%; retail volume and retail value in the washing machine industry increased by 4.7% and 10.5%

respectively.

With the continuous tightening of real estate control policies, the kitchen and bathroom industry is
facing certain growth pressure. (DlIn the first half of 2018, the water heater industry recorded a negative
growth of 0.4% in its retail volume and a growth of 4.8% in its retail value; @the kitchen appliance
market recorded a negative growth in its retail value, representing a decrease of 1% as compared with
the corresponding period of last year, of which range hoods and stoves (two major sub-industries)

recorded a decrease of 3.8% and 1.6% respectively in their retail value.

The trend of consumption upgrade continued, and brand, quality, design and technology became
the major factors influencing the decision-making of consumers. Consumers are willing to pay a
premium for “"good products”, and health, smart, artistic products with large capacity are increasingly
favored. It has become the consensus of industry companies to promote the structural upgrading and
increase the added value. According to the statistics of CMM, the share of retail sales of offline
multi-door refrigerators in the first half of 2018 increased by 4.5 percentage points year-on-year to
28.3%.

Online channels maintained rapid growth with retail sales of refrigerators, washing machines, air
conditioners, water heaters and kitchen appliances increasing by 29.2%, 36.3%, 54.8%, 36%, and 18.6%,
respectively. The competition pattern was that the strong became stronger, the concentration of the
leading brands was further strengthened, and the industry competition was intensified. Take the
refrigerator industry as an example, the share of retail value of TOP5 brands reached 76.8% in the first

half of 2018, representing an increase of 4.3 percentage points.
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(1) Overseas markets of the Industry: Due to the level of economic development and market
size in each region, the performance varies by market. (O US appliances industry declined by 1.1% in
the first half of 2018, due to soft demand for large household appliances. @ In the major European
markets, the UK and France markets recorded a flat growth, the German market fell by approximately
3% year-on-year, the Italian market fell by approximately 4% year-on-year, and the Russian market
grew by approximately 6%. (3 The Japanese market recorded a slight growth with 3.4% for washing
machines and approximately 2% for refrigerators & freezers. @ The Australian market experienced a

growth of 1.9%. & In the South Asia markets, the Pakistani market grew by 11% and the Indian
market by 5%.

The rapid development of technologies such as the Internet of Things, big data, cloud computing
and artificial intelligence has enhanced the connection between people and equipment, equipment and
equipment, and equipment and ecological resources, and gradually changed our consumption habits of
customers. The consumption trend reflected the characteristics of experience economy, community
economy and sharing economy. Rapid product iteration and changes in industrial ecology has turned the
focus of competition from pure product competition to user value and experience competition, forced
enterprise transformation and business model reconstruction, and accelerated the transformation from

selling products to selling services.

I1. Explanation on significant change on major assets of the Company during the reporting
period

oApplicable \ Not Applicable
The overseas assets amounted to RMB 70,795.3591 million, representing 44.96% of the total

assets.

ITI. Analysis on core competitiveness during the reporting period

Applicable o Not Applicable

Since its foundation in 1984, the Company has always adhered to the principle of driving the
sustainable and healthy development with innovation system focusing on the needs of users, and it has
successfully turned itself from a debt-burdened collective small factory which was on the verge of
shutdown into one of the largest home appliances manufacturers in the world. The Company is
committed to realizing sustainable development across different cycles through continued innovations
on development strategy and management mode, brand, research and development, intelligent
manufacturing, construction of foreign and domestic market to achieve competitiveness adaptive to
ever-changing conditions.

(1) World-renowned brand competitiveness and comprehensive brand layout

According to the data published by Euromonitor, Haier has been ranked No. 1 among global large

home appliances brands for 9 consecutive years. In segments of refrigerators, washing machines, wine
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cellars, freezers, the Company continues to be No. 1 in the world. To meet the personalized and
diversified needs of users, we have broken down the global technical barriers in the household
appliances industry and promoted the healthy development of the industry through the global strategic
synergy among six brands of household appliances, namely Haier, GE Appliances in the U.S., Fisher &
Paykel in New Zealand, AQUA in Japan, Casarte and Leader. Haier has built the largest household
appliances industry cluster in the world, which covers global market and communities.

The share of high-end brand is far ahead. In the first half of 2018, the market share of Casarte air
conditioners above RMB16,000 is 45%, the market share of Casarte drum washing machines above
RMB10,000 is 73.8% and the market share of Casarte refrigerators above RMB10,000 is 36%; in 2017,
the market share of MONOGRAM, the high-end household appliance brand of GEA, reached 20% in
the US high-end market; the market share of Fisher & Paykel, the world's top household appliance brand,
reached 36% in New Zealand's high-end market.

(1) Industry-leading R&D and technological competitiveness

1. Layout of R&D resources around the world: Relying on the world's top 10 R&D centers and N
innovation centers that are connected in parallel according to the user's pain points, Haier has built a
“10+N”open innovation system to form a global network of resources and users, and attracted
world-class resources to participate in R&D with its “cooperation, win-win and sharing” mechanism,
thus playing a leading role in the development of products and technologies in the industry, truly
realizing the " where is the user needs and innovation resources where is the R&D™ and providing
excellent experience for its users.

2. Leadership in industrial standards. With its sustained innovation capacity, Haier has become a
leader in the household appliances industry in China and worldwide. As of December 2017, Haier held a
total of 66 expert seats in IEC and ISO. Haier also held 28 expert seats in UL standardization
organization. Haier has participated in the preparation and revision of 56 international standards and has
submitted 90 international standard revision proposals in the process of participation, is the household
appliance enterprise with the most proposals for international standard revision in China. At the same
time, Haier is also the household appliance enterprise leading the most industry standards in China, has
led and participated in 445 national/industry standards revisions in total, of which 391 have been
released and won 11 national standards innovation contribution awards. In terms of participation in
international organizations, Haier is the only household appliance enterprise in China to enter the
International Electrotechnical Commission's Market Strategy Bureau (IEC/MSB). It undertakes the work
of the IEC/SC59A International Dishwasher Subcommittee Secretariat and is the only household
appliance enterprise in China that undertakes the International Standards Technical Subcommittee; Haier
took the lead in setting up the IEC TC59/SC59M WG4 Refrigerator Preservation International Standard
Working Group, led the development of new international standards for refrigerator preservation and
achieved international breakthroughs in the field of household appliances.

3. Up to the end of 2017, Haier has applied for more than 25,000 patents in total, including more

than 15,000 invention patents, covering 25 countries and regions, which is the household appliance
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enterprise with the most overseas invention patents in China. In 2017, Haier applied for more than 7,000
patents, the proportion of invention patents was higher than 60% and the quality of patents led the
industry. In the 19" China Patent Awards in December 2017, Haier won the only patent gold award and
2 design gold awards in the household appliance industry, and won 5 patent excellence awards at the
same time. In the previous China Patent Awards, Haier has won 5 gold awards in total and the total
number of gold awards was the highest in the industry; Haier became the only household appliance
enterprise that won the China Patent Gold Award 2 times in 29 years and created the highest record of
winning three at a time. Haier has won 14 National Prize for Progress in Science and Technology,
accounting for 2/3 of the industry.

4. Innovating the R&D mechanism through the HOPE platform. Through “HOPE”, its online open
innovation platform, Haier has been facilitating the matching of resources from the source of innovation
to the realization of innovation, producing cross-border and disruptive innovation continuously. As the
leading open innovation platform, currently the platform can reach 3.8 million world-leading resources,
more than 400,000 registered users, and offers over 6,000 creative ideas on average per year, thus
supporting the maintenance of our leading position in products/technologies.

(111) Competitiveness of smart manufacturing that leads to change

1. The core competitiveness of Haier’s smart manufacturing lies in its commitment to long-term
value for users through its user-oriented approach and the transition from large-scale manufacturing to
large-scale customization. In practical operation, Haier has established 10 global-leading sample
interconnected factories, as well as the interconnected capabilities and ecological system covering the
whole process. Such businesses cover refrigerators, washing machines, air-conditioners, water heaters,
kitchen appliances, electric motors, molds and other fields, meeting our user's need for perfect
experience in high-end personalized products and services. Such initiatives have produced notable
effects: the orders from mass customization in which users are involved in the whole process accounted
for up to 16% of the total, and the orders from mass customization in which customers are involved
accounted for up to 52% of the total, achieving a breakthrough, which eliminated or shortened the period
of the products in the warehouses. In addition, operational efficiency throughout the process has been
enhanced (such as the R&D cycle of new products has been reduced by more than 50%).

2. COSMORPIat - China’s first and global-leading industrial Internet platform with independent
intellectual property rights was developed from interconnected factories, as well as best practices in
digitalization and product formation. This platform, combined with existing capabilities such as smart
equipment, smart control, mold and Smart Research Institute, has been in collaboration with relevant
companies in seven major industries, and will be able to offer comprehensive solutions and value-added
services featured by the union of software and hardware as well as the mix of virtual and real factors for
the transformation and upgrading of smart manufacturing.

(1V) The layout of efficient and in-depth channel network and logistics network

1. Through our diversified channel system, we have achieved full coverage of the first, second,

third and fourth-tier-domestic market and provided convenient shopping experience anywhere, anytime.
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We have also maintained strong strategic cooperation relationship with professional chains for
household appliances, such as Gome and Suning, as well as e-commerce platforms, such as Tmall and
JD. In respect of our own channels, Haier has established more than 8,000 county-level stores, and more
than 30,000 stores within town level network. In our comprehensive store channel, we have established a
number of clubs, such as V58 and V140 Clubs, and maintained close cooperation with major enterprises
engaging in regional distribution of household appliances. Relying on the advantage that the company's
product line is complete, we will build a smart and full set of scene experience stores to realize the full
set of market terminal displays, design, sales and services, and improve the channel stickiness.

2. The network of the warehouses of Gooday Logistics covers more than 100 cities and regions in
China, with a total storage area of 3.60 million square meters, and 90,000 motor vehicles for deployment.
Gooday Logistics offers around-the-clock service combining delivery and installation, and is dedicated
to providing users with comprehensive, timely and care-free services.

(V) Excellent global operational capability

Focusing on “building our own brand independently”, the Company has completed its layout of
trinity network comprising R&D, manufacturing and marketing in the major overseas market through
organic growth and mergers and acquisitions, which can quickly understand and meet local consumers’
demand, thus succeeding in transforming from a single-brand globalization to a multi-brand
cross-industry cross-regional globalization, and has achieved a leap from "going out, going in" to "going
up" through the integration and synergy of global resources. At the end of 2017, the Company's overseas
production capacity (Americas, Europe, South Asia and other regions) has exceeded 20 million; the
proportion of overseas revenue in the first half of 2018 is over 40% and nearly 100% from its own

brands.

(V1) Integrity of corporate culture and the win-win management mode of Individual and Goal
Combination

Credibility culture based on quality and service is the core driver of Haier’s growth, and is also the
essential source of constant success of Haier. Leveraging on credibility culture of “user-oriented” and
“persistent honesty”, Haier has turned itself from a small collective factory which was on the verge of
shutdown into one of the largest white goods manufacturers in the world, while keeping a leading
position in world-wide innovation in the internet era. Haier upholds the concept of “always take the
users as right and ourselves as wrong”. This concept stimulates the spirit of innovation, revolution and
entrepreneurship of Haier and motivates it to follow the times and continuously improve and challenge
itself, so as to seize development opportunities. The win-win model of combining individual and goal is
the assurance of sustainable operation of Haier. In exploring the “Individual and Goal Combination 2.0,
Co-create and Win-win ecosystem”, Haier endeavors to build a win-win ecosystem based on user value
interaction in new stage of e-commerce era to make every employee his/her own CEO and realize their
own value while creating value for users, so as to achieve win-win situation which is critical to parties in

system.
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SECTION IV DISCUSSION AND ANALYSIS ON OPERATIONS

I. Discussion and Analysis on Operations

In the first half of 2018, the Company focused on the strategic goal of “becoming a leading
provider of smart home solutions in the era of Internet of Things”. Driven by the Individual and Goal
Combination model, the Company provided diverse complete smart household appliance solutions for
consumers through continuous product leadership, retail transformation and global operation, and
realized high growth, high market share and high value in household appliances industry. Facing the
opportunities in the era of Internet of Things, we will promote the creation of eco-brands in the era of
Internet of Things, create and iterate the best experiences of users through interaction with users, achieve
win-win value-added with stakeholders in the ecosystem and create new growth points such as
ecological revenue.

In the first half of 2018, the Company recorded revenue of RMB88.592 hillion, representing an
increase of 14.19%. If the impact of exchange rate is taken into consideration, the revenue increased by
17.3% under constant exchange rate as compared with the corresponding period of last year. The
overseas revenue of the Company was 35.8 billion, which accounted for 40.4%. The Company achieved
net profit attributable to owners of the Parent company of 4.859 billion, a year-on-year growth of
10.01% and achieved net profit non-attributable to owners of the Parent company of 4.476 billion, a
year-on-year growth of 18.50%. In the first half of the year, the overall gross profit margin of the
Company was 28.97%, which decreased by 1.2 percentage points year-on-year, and the reason for the
decrease was the reclassification of certain logistics freight in accordance with the new income criteria.
In the absence of such criteria, the gross profit margin increased by 1.3 percentage points year-on-year.

The household appliance businesses of the Company realized a significant increase, thus expanding
its leadership. @ Revenue of refrigerator business, air conditioner business, washing machine business,
water heater business and kitchen appliance business in the household appliance industry (excluding
GEA) increased by 17%, 25%, 20%, 21% and 30% respectively. @ In the first half of 2018, GEA’s
sales in USD grew by 11%. Given the impact from RMB exchange rate, the corresponding sales in RMB
grew by 3.4%

In terms of market share, (Din the China market, the business for refrigerators, washing machines
and water heaters further expanded their leading, and the share of domestic retail value from January to
June increased by 4.6, 4, and 1.3 percentage points, respectively. The share of retail sales of refrigerator
and washing machine reached 34.88% and 32.94% respectively, being 3.1 times and 1.9 times of that of
the second brand, thus further expanding the leadership and the share of retail sales of Haier water heater
reached 17.84%; @ key growth businesses such as home-use air conditioners, range hoods and stoves
further consolidated their development foundations, resulting in an increase of 0.5, 0.8, 0.8 percentage
points in the share of retail sales respectively. @ Per data from The Stevenson Company, GEA share

increased in the first half of the year. Strong sales were boosted by continued growth in the kitchen and
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laundry categories as well as an increased presence with national accounts for GEA room air

conditioning products.

I. The Company’s open innovation system of global 10+N layout constantly applies global
first-class resources to enhance its strong product innovation capacity, so as to provide good life
solutions for users and to lead the development trend in the industry.

1. Refrigerator/freezer business.

Based on consumers’ demands for high-quality life on fresh-keeping, nutrition, health and safety of
foods that are increasingly concerned about, the Company constantly improved its product solutions. D
The full-space fresh-keeping refrigerator includes world-leading air duct refrigeration technology to
enable the refrigerating chamber to provide air supply on demand, together with precise cooling,
humidity and oxygen control. The freezing chamber has a barrier against defrosting hot air, which
achieves that refrigerated or frozen food does not face dehydration and achieves better preservation; @
The world's original MSA oxygen-control preservation technology reduces the oxygen concentration, so
that the food reaches a low-oxygen dormancy state, maximizing the preservation time and nutrition of

the food. The preservation effect is extended by more than 8 times through this technology.

The Company made innovations in industry categories, optimized structure and targets upward
growth. @ The Company launched the new F+ refrigerator, a first in the industry. Casarte F+ free
embedded refrigerator integrates the benefits of a super-large space French refrigerator and sorted
storage of a T-door refrigerator. It realizes food preservation from temperature, humidity, speed,
cleanliness and oxygen concentration, and its exclusive free embedded design achieves the integration of
home furnishing and household appliance. The high-end market share has been promoted since the
introduction of F+. In the first half of 2018, the Company's share in the ultra-high-end RMB15,000 price
segment was 41.5%, increased by 22.2 percentage points year-on-year, of which the share in the
multi-door refrigerator category reached 57%. @ Haier’s full-space fresh-keeping series completed the
layout of multi-door, side-by-side and T-type, and sales volume increased by 243% in the first half of
2018. The T-type “Feast (48%-)” full-space fresh-keeping series separating dry and wet at a value of
more than RMB10,000 was ranked on the list of best-selling models of CMM within three weeks upon
its introduction. With world-class industrial design, the Casarte free embedded four-door French-style
refrigerator BCD-633WICTU1, Casarte F+ multi-door refrigerator BCD-520WICTUL and Haier T-type
four-door refrigerator BCD-608WDPGUI were ranked on the winner list of the Germany IF Design
Award released in March 2018. The Company ranked first in the global refrigerator industry in terms of
its awards.

2. Home-use air conditioner business.

Based on the purpose of creating a user environment for healthy air respiration and ecological
respiration, the Company enhanced its structure and brand recognition by emphasizing its technical
innovation and continuous improvement. The Company continuously introduces intelligent, efficient and

healthy products. In the first half of 2018, the share of high-end home-use air conditioners increased
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significantly: the share of hanging air conditioners above RMB4,100 increased by 4 percentage points to
11.8%; the share of hanging air conditioners above RMB10,100 increased by 3 percentage points to
15.7%, of which the share of hanging air conditioners above RMB16,000 is 45%, ranking first in the
industry and 2.5 times that of the second. According to the statistics of CMM, benefiting from the
continuous optimization of product structure, our home-use air conditioner increased by 8.1% in offline
average price and 11.4% in online average price, ranking top among mainstream brands in the first half
of 2018.

The Company introduced Casarte TX air conditioners and Fresh Air cabinets in 2018. (1) Casarte
TX air conditioners were equipped with various innovative technologies to intelligently identify the best
apparent temperature of different users in the same room, realize partitioned and exclusive air supply for
different demands. (' Temperature perception technology was used to measure and calculate the
subjective comfort based on ambient temperature, body surface temperature, body convection radiation
temperature and spatial distance. @ Multiple-temperature zone air supply technology: two independent
fans with five air supply directions in a wide horizontal angle of 120°were equipped to supply air based
on the region, location and comfort of human bodies, so as to make us comfortable by adjusting the air
speed and temperature. 3 Dual-circulation soft air technology: the original twin vortex pressurization
system realizes double circulation of soft air, with air supply smoother and less noise while air volume
was increased by 10%. (2) Fresh Air cabinets include double-power constant-temperature technology of
fresh air purification and dynamic dual-drive technology of balanced air supply to adjust indoor air
environment to make us comfortable, and a smart App management was added to provide users with

comfortable and healthy air experience and intelligent and convenient manipulation experience.
3. Central air conditioner business.

Based on the needs of users in different market segments, we launched a series of energy-saving,
smart and healthy products, and seized market opportunities through personalized solutions to further
enhance the brand reputation. According to industrial online statistics, in the first half of 2018, the share
of Haier's central air-conditioning increased by 1.1% year-on-year, with a growth rate of 2.5 times the
industry According to the data of the central air-conditioning market, the share of Haier's magnetic
levitation air conditioners which are widely used in medical, rail transit, integrated construction, data
centers, hotels and other industries has doubled on top of ranking first in the industry.

In the first half of the year, we adhered to the product innovation strategy and focused on the needs
of market segment users and iterative innovation. ) In response to the market demand for

environmental products, we launched energy-saving and environmental air heaters with first-class

energy-efficiency, which still had powerful heating capacity under the low-temperature environment

25°C to fulfill the heating task in winter. 2 In response to the demand of high-end residential product

upgrades, we introduced Casarte’s household central air conditioner. The pioneered breeze panel

technology achieves an accurate adjustment of indoor temperature, humidity, cleanliness, quietness,

oxygen content and airflow distribution, and the brand-new industrial design created a new era
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integrating art and industry, which further enhanced the user’s experience. &) At large industrial sites,
we launched industry-leading VTT magnetic water machines of large cooling capacity with the
maximum single cooling capacity up to 4,500 RT. @ We introduced the E+ cloud service platform in
the industry, to provide our clients with systematic comprehensive solutions integrating energy saving,
efficiency enhancement and energy management. Such platform uploaded central air-conditioning
equipment to the cloud to provide trouble-free operation monitoring and intelligent maintenance services.
It can provide life-time energy-saving customized solutions for all users, save energy and reduce
consumption during the whole life cycle to improve industrial efficiency.

4. Washing machine business.

Focusing on demands for washers for health, intelligence, comfort and energy conservation, the
Company expanded its industry leading advantages through upgrading of technologies and modules
including air wash, Internet of Things and direct drive motor. (O The difficulty that washing and drying
of high-end clothing may cause chemical residues which damage the skin and clothes, we innovatively
launched the air wash technology to wash and medical clothes, cashmere, silk and down clothes, and
obtained a good market response through the shop laundry demonstration. @ The study and application
of clothing recognition technologies including speech recognition and RFID automatic recognition
helped washing machines to automatically recommend the best washing and caring procedure by
clothing type, material and color, thus optimizing both laundry experience and laundry effect.

(D Casarte Shuangziyunchang ( & §* 4 X T == % ) platform launched the Casarte
Shuangziyunchang Washing Machine, a partitioned washing machine with the largest capacity in the
world (17kg) to meet the double demands of high-end users on both partitioned washing and caring and
ultra-large capacity. The 17kg capacity achieves one-time washing for large clothes, which also shortens
the washing and caring time; variable frequency motors using FPA direct drive technology and the
Shuangzixingzhi (X &%) balanced system achieves a silent washing with double barrels, and WiFi
remote control provides real time understanding of the washing process. @ To solve the three problems
of general ripple washing machines caused by high speed, i.e., vibration, riveted inner barrel fracture and
abnormal flange wearing sound, the Company introduced the Vision Series ripple washing machine,
which adopted a direct drive variable frequency and double-power cleaning-free technology with a
speed of 1,000 rpm, representing an increase of 40% as compared to general ripple washing machines,
realizing faster washing, cleaner rinsing and drier spinning. With a unique rain curtain feeding mode,
centrifugal force technology, and 350 rpm low-speed dehydration technology, such washing machine
preserved clothing fibers and was used to wash precious cashmere and high-end clothes in a professional

manner.

In the first half of 2018, we continuously expanded our leadership in the domestic washing machine
market with a market share of 1.8 times that of the second brand. We continue to lead the share in the
high-end market. Casarte's share in the price segment of RMB8,000-10,000 is 45.8%, increased by 4.6
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percentage points year-on-year and the Casarte drum washing machine share in the price segment above
RMB10,000 is 73.8%, increased by more than 6 percentage points.

5. Water heater business.

Based on customer demands on safety, health and intelligence of bath, the Company introduced a
brand-new generation of water solution including “safety gas water heater, instant heating electricity
guard water heater and the future whole-house integrated smart water solution”.

Gas water heater. Casarte self-purification combustion series gas water heater realized triple
purification through safety technology of actively eliminating carbon monoxide; precisely-controlled
constant temperature technology realized a 10s top speed constant temperature which doubled the
constant temperature speed. In the first half of 2018, the share of gas water heaters increased by 1.6
percentage points to 9.2%.

Electric water heater. The Company expanded its leading advantages through variable frequency
instant heating washing technology and clean water washing 3.0 technology. O lJingxiang (%)
PLUS9 series products adopts a unique dual drive submersible heating tube, 3D instant heating energy
focusing ring, patented advection thermal power system and variable frequency technology to solve the
difficulty of long waiting time. Scale, residual chlorine, impurities and bacteria in water affecting water
quality were addressed through double-effect scale inhibition and level-I11 purification technology, thus
providing bathing with clean water, where the scale-inhibition rate was 83.4% and the largest residual
chlorine removal rate was 99.5%. @ Aiming at the difficulty of purchasing a complete set of water
household appliances and lack of standard size, the Casarte Tianmu (X&) products were launched,
including a self-embedded electric water heater, hot water purifier and bacteriostatic water softener. In
the first half of 2018, high-end electric water heaters resulted in a significant increase of 62% in the
RMB4000+ segment.

Air energy water heater. @ Aiming at household users, we launched “intelligent control
technology for full condition (4 T {2 fe#5 il A) », where the best frequency was matched

automatically according to the ambient temperature to achieve the best operation status. Hot water

outflow quantity of Haier Tianmu POWER with such technology increased by 60% compared to the
general heat pump, thus satisfying the water use demands in large-sized apartment. @ Aiming at the

fact that it was difficult to satisfy the industrial demand of high-temperature water use and large water

yield because the heating water temperature of commercial heat pump water heaters usually ranges from
60°C to 70°C, the Company introduced Haier Tianchi (/KK 4R) series products, which achieve an
industry leading 90°C high-temperature for effluent water and could be used even if the air temperature
is lowered to -25°C, and its coefficient of performance (COP) in -20°C is still as high as 2.1. According

to online data, both overall sales volume and value of Haier air energy household heat pumps ranked 1st

in the industry in the first half of 2018, being 7 times the industry growth.
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Solar water heater: Traditional flat solar water heaters have low efficiency on cloudy and rainy
days and only electric auxiliary water heater with low-efficiency heating can be used at night. Therefore
the Company introduced an all-round fast heating technology, which can comprehensively absorb
energy from sunshine, air or rain without being affected by weather, and achieves a heating speed of 2.5
times that of traditional products. The COP reaches 4.8, saving 80% power compared to the traditional
heater. In this way, the Company provided users with a more energy-saving 24h hot water solution.

6. Kitchen appliance business.

We integrated FPA and GEA global leading technology platforms to accelerate the launch process
of leading products and promote innovation of each product platform and to achieve a high-end
complete intelligent kitchen solution for users. In the first half of 2018, under the negative growth of the
kitchen appliance industry, we realized a revenue growth of 30% (excluding GEA) compared with the
corresponding period of last year, while Casarte kitchen appliances recorded an increase of 215% as
compared with the corresponding period of last year.

Gas stoves. (D To solve a safety problem that may be caused by pot burnout while forgetting to
turn off the gas, the Company introduced dry burning-resistant gas stoves. The product turned off the gas
after pot bottom burnout for 1 minute through intelligent NTC active heat source tracing technology;
double-head 188-minute timing function and oil temperature control technology helped users to easily
control cooking time and temperature. @ Because of China’s new two child policy, the Company
introduced special cooking utensils for baby food and line-styled three-head cooking utensils, to solve

the problem that there was no stove available for baby food.

Ovens. Casarte steam energy oven launched with three core technologies including Vacuum Vent
FPA cloud humidity control technology, Active Heat variable frequency and uniform temperature
technology, and steam energy surrounding system to realize #1°C accurate temperature control and

improve preservation of food flavor and moisture.

Range hoods. To address lampblack diffusion, the Company introduced an air curtain 8°<range
hood. Such product formed an air curtain isolation between people and the range hood through rotary
lampblack capture system to avoid lampblack diffusion; by integrating FPA resources, a direct drive
motor system was matched and designed to realize operation with low noise and low energy
consumption; to address the Chinese cooking environment, a DC variable frequency control system was

optimized to realize 720 Pa air pressure and satisfy the demands of users in high-rise buildings.

Disinfection cabinets. Addressing the demands of infant & mom users, the Company developed
the light-wave Pasteur infant & mom disinfection cabinet to disinfect tableware such as feeding bottle
and nipple used by infants, thus enabling healthy eating for children. Such product became the only

disinfection cabinet passing the infant & mom evaluation by CHEARI in the industry.
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Il. China: Focusing on the front-line channel competitiveness, the Company deepened the
retail-oriented reform and enhanced its leading advantages over brand, network and mode.

The Company made significant achievements in its implementation “from product selling to
scheme selling, from contact to conversion, from branch to contact, from price to value”. The Company
maintained an increase of 20% for seven consecutive quarters since the fourth quarter of 2016 and its
market share of whole line products kept increasing and ranked top in the industry. Revenue of
refrigerators, washing machines, air conditioners, water heaters and kitchen appliances in the domestic
market in the first half of the year increased by 18.3%, 21.5%, 27.2%, 18.2% and 22.4% year-on-year,

respectively.

Transformation from product selling to scheme selling. The Company accelerated the
implementation of smart integrated household experience store in front-end channels including home
decoration materials and tooling works, and created a complete set of “one-stop, all-scenes, customized”
smart home solution through complete design, sales and service offerings. In the first half of 2018, over
2,000 stores were constructed in the whole network. ) Complete design: Haier cloud design platform
has the capability to design customized solutions for more than 20,000 model rooms with one click, and
the on-site 3D/VR experience made it possible for users to visualize the design. @ Complete sales:
transformation from single product selling to complete solution continues and traditional products
displays were transformed into complete scene experience and traditional single product shopping guide
was replaced with a complete household appliance consultant. 3 Complete service: network system
and human resource system with complete service were established, and the service capability of
pre-sale design + post-design installation was constructed to realize integrated service from design,
delivery, commissioning, to the extension of warranty and replacement.

Transformation from branch to contact, and from transaction to interaction. Confronted with
the daily integration of online and offline and the diversification of retail contacts, the Company
expanded retail contacts through various channels, and planed different product combinations and
adopted different training modes. This has increased the quantity of contacts and expanded product
visibility. The continuous communication between contacts and users achieves a stronger interaction.
The Company mastered feedback on products in a continuous and dynamic manner, and accelerated
product iteration to realize the transformation from users to lifetime users. For example, by introducing
the value of contact, social community and integrity platform and taking ‘1 brand, 1 website, and 1
ecology platform’ as breakthrough point, Shunguang Platform ()it # -F & ) cumulatively achieved
1.25 million network contacts from household appliance to home decoration to home ecosystem in the
first half year of 2018, of which 20,000 were offline O+O experience stores, 240,000 smart cloud shops
to community and to village, and 1 million were WeChat shops. The Company introduced 41 products
for the first time. In the first half of 2018, the large Shunguang platform realized a trading value of RMB
6.87 billion, representing an increase of 66.5% as compared to the corresponding period of last year.
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Enhancement of quality of contacts through various measures: (O KA channel: the super store
model was built, channel experience was upgraded, and high-end structure ratio was enhanced; @
Exclusive store channel: the Company accelerated the network construction of blank counties and
enhanced the competitiveness of weak counties. The competitiveness of village and town network was
enhanced by conveying the objectives, resources and services to towns through Jushanghui ( E # /L)
and Yilihuo (% 2 % ) to open up retail outlets. 3 Comprehensive store channel: the Company
enhanced customer profitability by maintaining the top position, the largest share and the construction of
a special Casarte hall. @ E-commerce channel: the Company improved its operation capability and

enhanced proportion of high-end products through differentiated new products. In the first half of 2018,

E-commerce revenue recorded an increase of over 40%.

Transformation from contact to conversion. The Company achieved enhanced use interaction
through activities at stores including free air wash of high-end clothes and half-cutting foods in
refrigerators, creating a buying atmosphere that involved emotions in a social community and achieving
positive feedback.

Transformation from price to value. Market competitiveness was improved through
differentiated products and technologies. For example, Casarte was gradually recognized by the market
and accelerated its high growth by constantly launching high-end classic products and strengthening
services for the high-end community. Our revenue increased by 52% in the first half of 2018, with an
increase of 54% in the second quarter. Our market share in the high-end market in China was far ahead,
accounting for 39.2% of RMB10,000 share for refrigerators and 74% of RMB10,000 share for washing
machines. Thus, our position in the industry was consolidated as Topl high-end household appliance

brand in China.

I11. Overseas market: With the goal of localized branding and leadership, we continued to push
ahead with the ‘triple strategy’ of “manufacturing, marketing and R&D”. We focused on

competitiveness in channels, and promoted the transformation to high-end brands.

1. North America Market: Continued implementation of Individual and Goal Combination

Management system, and delivered strong growth in a soft industry.

US home appliance shipments remained flat in the first half of 2018, and declined 5% in the second
quarter. With 11% growth in USD sales in 1H2018, GEA achieved exceptional performance and far

outpaced the industry growth.

Per data from The Stevenson Company, a third-party institution, GEA has grown its share in
1H2018.

During the reporting period, GEA continued to implement the Individual and Goal Combination
business model, establish end-to-end collaboration operating system, adhere to the goal of becoming
industry leader, improve response time to customers and be recognized. It also increased interaction with

users and customers, promoted national marketing campaigns as well as customer-specific or
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region-specific marketing campaigns to improve GEA brand awareness. Launch of leading products
helped close product gaps, including brand new 27-inch Top Load Laundry, Front Control
Free-Standing range, Door-in-Door Refrigerator, and Value French Door Refrigerator.

Continued efforts to promote global synergies: (O Procurement Synergy. Building global big data
system, focused on exploration and execution of 16 design optimization and synergy opportunities with
high priority. @ Supply Chain Synergy. Promoted best practice sharing of leading technologies and
processes across the world through the global supply chain manufacturing platform, and utilizing Haier’s
global scale, industry experience and organizational talent. 3 Product Synergy. Filled product gaps in
GEA’s portfolio, and achieved sustained leading position, by utilizing Haier’s leading product platform
and integrating resources to develop products that meet US consumer needs. @ Sales Synergy.
Enriched product offerings to GEA China business: 60+ SKUs within 5 series had passed GEA safety
review and qualified for China 3C Certification; 20+ SKUs were newly planned to strengthen product

portfolio of contract channel. In total, 11 GEA branded experience stores were opened in China.

2. European market: Laid the foundation for continuous business growth through the launch of
leading products, marketing and expansion of channels, as well as localization of supply chain. A
growth of 22% was recorded in the first half of 2018.

(1) A leader in the launch of products. @ Launched Cube series refrigerator, 60 wide series
drawer-type refrigerator to meet the demand of users for exquisite fashion appearance and large freezer
space; full space fresh-keeping refrigerator providing users with scientific storage solutions for storing
dried fruits and frozen meat. @ On the European market, the Hercules air-cooled magnetic levitation
water machine unit made its debut, while products were upgraded to internet appliances for

interconnection through the E+ cloud service platform, the first of its kind in the industry.

(2) Marketing and expansion of channels. Cooperated with core customers to invest in marketing
resources to promote Haier’s transformation to a high-end brand, and enhanced the harmony of in-store
display: invested in construction of model stores, built a system of direct sales staff, and enhanced
display image. For example, cooperation with the largest household appliance channel in the UK to
achieve store training of multi-door refrigerators; made breakthrough in the D channel cooperation in the
French market, making Haier the only brand equipped with direct sales staff in the D channel. Through
the launch of highly-recognized channels, such as the Shanghai Home Expo, the Italian MCE Show and
other official press conferences, the interaction with high-end customers was enhanced, providing
opportunity for gaining deeper insight into the global industrial layout and capability of innovative

products of Haier.

(3) Construction of localized supply chain. The Russian refrigerator factory was running at full
capacity in the first half of 2018. The factory delivered an output of 100,000 units, an increase of 46%

over the same period of last year, with production efficiency increasing by 25%. The factory took an
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active approach to promote the localization of materials and reduce the exchange rate risk of the ruble
while improving the gross profit. By the first half of the year, 68% of the materials had been procured
locally. On May 28, the groundbreaking ceremony for the Haier Russian Industrial Park and washing
machine factory was held in Cherne, Republic of Tatarstan, Russia. The Haier washing machine factory
was the first European factory established by a player in the washing machine industry from China,
promoting localization of Haier’s “trinity” model in Russia to a new stage. Through such initiative,
Haier will be capable of providing consumers in Russia and Europe with products based on local design

and local manufacturing to improve the response speed of the local market.

3. South Asian market: Overall income in the first half of 2018 increased by 28% and leading the
industry.

(1) Pakistan. The overall share of Haier brand reached 28%, ranking first in the industry, which
was 1.5 times of the runner-up. @ Leading Products: We launched a full range of portfolio covering a
number of efficient, healthy, intelligent and fashionable products, such as cleaning-free air-conditioner,
UPS uninterrupted refrigeration series air-conditioner, “ONE TOUCH” automatic washing machine to
drive the industrial growth. As a result, revenue from air conditioners increased by 43% and revenue
from washing machines increased by 27.5%. @ Branding leadership: Promoted online and offline
interaction to create a high-end brand image. In the online channel, intelligent leadership was used as a
communication point, while the standardization of one thousand stores in one hundred cities was
promoted through the offline channel. Standardized display, image and user shopping experience was
created and made breakthrough in the establishment of high-end image stores, and opened 5 high-end
flagship stores. (3 Creation of channels: transformed the policy-oriented commodity-stocking system
to retail mechanism based on the iterative upgrading of user experience. Differentiated various type of
networks and ensured a balanced development based on the Company’s strategy and product line
resources; strengthened the construction of channels, and changed the mode from paid by customers to
paid by users, with a view to promote the transformation of retail business in a comprehensive manner.

(2) India. @ Leading Products: promoted the growth of mid- and high-end products and achieved
leading position in the industry with top products, such as BM refrigerator, kitchen appliances and
refrigerator, partitioned washing & variable frequency direct drive washing machine and intelligent
air-conditioner. @ Market network: promoted retail transformation, regulated channel resources, while
realizing horizontal expansion of network and vertical strengthening of stickiness through second sales
and service. Focused on follow-up retail and display and enhanced competitiveness of terminals through
training of direct sales staff and standardization of terminal display. Strengthened and standardized the
intensity of regular training and the scheduling of training for regional marketing staff and direct sales
staff, while enhancing the participation of the product lines, and conducted real-time assessment and
publication. 3 Branding and marketing: Secured the relay baton of the India and Sri Lanka cricket tour

for significantly enhanced brand awareness; leveraging the unique feature of differentiated products, we
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had established a differentiated high-end product image by securing the TVC of BM&SCT during the
IPL (Indian Premier League) event consecutively in April - May. @ After-sales: We further expanded
the direct and franchise service network, with over 450 full service networks; carried out training and
certification of service engineers, ensured service capability in terms of breadth and depth as well as
special work such as optimization and upgrading of internal standard system. A work order audit will be
carried out to improve the service system and cost optimization. & Supply chain: Pune Industrial Park
achieved the goal of production and sales budget in the first half of the year. For refrigerator products, a
total of 850,000 units were produced and delivered in the first half of the year, representing a
year-on-year growth of 200%. For air-conditioners and washing machines, the budgeted production set
at the beginning of the year was achieved. The gradual improvement of the supply chain system has
realized the order production basing on the market budget target, ensuring the timeliness and response
speed of the terminal sales.

4. Japanese market.

Community washing has achieved a win-win situation in the eco-sphere, cross-border cooperation

and overseas model replication continues to expand. (O Branding: Actively implemented

multi-dimensional dual marketing activities online and offline to enhance brand awareness. @ Product
strategy: We continued to transform high-end products and increase the proportion of large-volume and
high-value products. The launch of the SV series of AQUA refrigerators with brand-new VBL
appearance and the import of new products into residential washing machines continued to expand the
portfolio of high-end products, such as machines integrating washing and drying functions and models
with large capacity. (3 Channel strategy: focused on the development of mass merchandiser channels,
and particularly strengthened cooperation with KS and BIC; for AQUA commercial washing,
cross-industry cooperation was promoted, and cooperation with the Family Mart was progressing
smoothly; developed introduction plan for Thailand and South Korea for the commercial washing
platform of Internet of Things.

5. Southeast Asian market.

With the continued implementation of branding leadership strategy and Individual and Goal
Combination business model, the Thailand and Malaysia market delivered outstanding performance,
recording growth of 26% and 70%, respectively. (U Product strategy: We pushed ahead with the

parallel combination of small and micro segments with headquarter resources, while introducing the full
range of high-end differentiated products, thus realizing the simultaneous launch of leading product
platforms and implementing high-end differentiated transformation. @ Channel strategy: We promoted
the transformation of channel retail and increased the layout of networks. In the stores, we enhanced the
retail performance by improving product image and sample materialization, strengthening training on
knowledge of products, and by enhancing the channel experience, improving the efficiency of network

and enhancing brand image; besides, we actively promoted in-depth cooperation with large channels of
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chain stores. 3 Supply chain: The Thailand factory promoted product iteration and produced new
refrigerator products with new glass door appearance; average cost reduction of 3% for key models was
achieved; single-hour production of the refrigerator factory increased by 17%.

6. Latin American market.

To strengthen competitiveness of products and service through the Individual and Goal
Combination model and small & micro-mechanism. @ R&D collaboration: We promoted collaboration
with MABE, complete the development work of new products to over 200 which includes refrigerator,
freezer, wash machine and air-conditioner, and realized the first shipment of more than 100 models for
the first order. @ Market synergy: A new MABE product portfolio to be launched in the Latin

American market in the year 2019.
7. Middle East and African market.

Facing the negative impact of changes in the political and economic environment of the market, we
took a proactive approach to cope with the situation through the adjustment to products, as well as
expansion of new business and new channels. In terms of products: In Saudi Arabia, we continued to
promote high-end products such as door open/T-door refrigerators, large-capacity washing machines,
and variable-frequency intelligent air-conditioners; in Israel, the T-door series refrigerators achieved
rapid growth and maintained third place in terms of share of the channel market; in Nigeria, we

promoted the transformation of high-end products.

IV. Smart home life platform: iterative platform technology solution with a focus on application
for Al artificial intelligence scenes; Focusing on Haier’s competitiveness in smart home market to

create the “4+7+N” full scene solution.

To empower the ecology with platform, drive innovation with technologies. We released a
strategy for upgrading of the U+ smart life platform to U+ smart life platform X.0 and promoted the
implementation of "1+2+3N", namely a smart home operating system UHomeOS and "IOT+AI" dual
engine to serve the three customizations, which are "customized interaction, scenarios and services ".
During the reporting period, UHomeOS has passed the first phase of expert reviews as the only smart
home operating system included in the 13" Five-Year Project for Core, High and Fundamental
Technologies of the Ministry of Industry and Information Technology, which consolidated and
compacted the advantages of 10T capability and product interconnection experience, network binding

experience, and scene interaction experience.

To emphasize the way users interact and the value of solution delivered through the portal.
With the insight into the trend of smart home human-computer interaction, completed the layout for
distributed multi-modal user interaction portal, and form a variety of user interaction portals such as
APP, voice and screen network. In the scenes of natural voice interaction, especially the smart home
vertical scene, completed the deployment for key interaction technology of voice and semantics, thus

providing strong support for future products and solutions. With the continued growth of data related to
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user interaction behaviors, which amounted to more than 500 billion, the value of big data began to
materialize in various applications, such as food recommendation, water heater energy saving, energy

management for air-conditioners.

As part of its efforts in promoting smart homes on a large scale, the Company released the
“4+7+N” full-scene solution, which provides a customizable one-stop packaged solution, covering the
four physical areas of living, i.e. living room, kitchen, bedroom and bathroom, and seven major
solutions including food, water, air, washing and care, security, entertainment, etc., and provides support
for personalized scene-based customization. Smart home experience store provides users with offline
channels for the experience and sales of products; meanwhile, greater efforts were made to expand the
front-end installation market, including major customers from real estate industry, major customers from
hotel industry, etc., thus extending our competitiveness from product to the channel as a whole; We have
established the capabilities for delivery of a packaged solution — “packaged experience, design, sales and
services”. Through these initiatives, we have promoted the implementation of smart home solutions for
the user side in an effective manner. In the first half of the year, The activation rate of smart appliance
increased by 32.8%, packaged solution increased by 134% year-on -year, the revenue of Internet of
Things amounted to RMB1.26 billion, representing a increase of 13 times, the number of smart homes

users increased by 30.4% year-on -year.

Promote the construction of ecological circles such as the Internet of Clothes and the Internet of
Food. For example, Haier’s Internet of Clothing met the needs of users throughout the process of
washing, purchasing, wearing, care and changing and formed the Internet of Clothing ecological circle
based on the RFID chip technology for Internet of Things and by leveraging on the medium of clothing,
as well as building parallel collaboration with other resources such as clothing brands, clothing
associations and detergent brands. Users share with ecological partners through the cloud platform as
they purchase products with the help of RFID smart solutions and by using the smart home appliances
such as Haier washing machines and clothing care cabinets to share the data with the eco-partners
through the cloud platform, while the enterprises in the eco-sphere providing solutions based on the
dynamic needs of users. The Internet of Clothing ecology has attracted various manufacturers including
Blue Moon, HLA, Mercury Household Textiles, WENSLI and EP with more than 1,800 ecological
resources on the platform. In terms of the establishment of standards, in May 2018, GS1 China selected
Haier’s Internet of Clothing Alliance to jointly develop national standards for clothing commodity
coding rules, and jointly promoted the application of the standard in the apparel industry. The
application for the clothing association standard submitted by the Company was also accepted by IEEE,
the authoritative international standardization organization. Actively promote the globalization of the
Internet of Clothing brand, from China to Japan, the United States, South Korea, Thailand and other
countries. In the first half of the year, the ecological income of the Internet of Clothing increased by 15

times year-on-year.

The Internet of Food takes smart refrigerator, smart oven and smart ventilator and stove as the

interaction portals to combine such data as eating habits, content of preferences, and habits generated
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during the interactive process of smart kitchen scenes with the individual exercise data and health data
in order to provide users with value-added services, including physical examination surveillance ,smart
cooking, safe food purchases, monitoring pesticide residues in food ingredients, smart storage, and
nutrition program formulation. The company took the lead in establishing the Internet of Food Alliance
and setting up relevant standards, market share of the Company’s smart refrigerator is
47.33%,representing 2.04 times of the runer-up; the Internet of Food collect seven modules with
resources coming from 400 parties, the ecological income increased by 20 times year-on-year.

V. COSMORPIlat Industrial Internet Platform empowers enterprises to transform from mass
manufacturing to mass customization through reshaping the industrial value chain and ecological
chain and building the new win-win industrial ecosystem engaging enterprises, users and

resources.

Guided by the principle of “becoming a globally leading world-class branded platform in the
industrial IOT ecosystem”, COSMOPIat is dedicated to enhance the production system. In the first half
of 2018, it became the “Demonstration Platform for Integration Application of Industrial Internet-based
Intelligent Manufacturing” and was shortlisted for the “Industrial Internet-based Innovation and
Development Project 2018”. International standard organizations IEEE/ISO approved Haier to lead the
development of international standards for the model of mass customization. This was the first time that
a Chinese company took a leading role in developing international standards in relation to models of
manufacturing. In the first half of the year, COSMOPIat recorded revenue of RMB 2.783 billion.

To date, 10 interconnected factories have been built within the Company. Iteration of product and
user experience and the upgrade of users to lifetime users were achieved through the participation of
users, R&D and supplier resources in the full life cycle of products. The non-stock rate of products
reached 71%.

In terms of external services, COSMOPIat provided interconnection and interoperability with seven
modules through the ecosystem, offering the 10T ecology in 15 industries such as ,the the Internet of
Clothing , Internet of Food, agriculture, and RV, so as to provide customized social services of
large-scale and promote enterprise transformation and upgrading. For example, the agricultural
sub-platform, the model of Jinxiang garlic was created, realizing one-click customization of a healthy
lifestyle online, while meeting the needs of users for iconic agricultural products from the place of origin
through the offline channel; For the automobile platform, the first intelligent manufacturing
interconnection plant in the auto industry was built for Compaks (k1) , with a view to solving the
problem of fragmentation of parts procurement in the RV industry. In addition, the platform also
provides value-added services to other companies by taking advantage of its centralized procurement

system.
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VI. Logistics service business.
In the first half of 2018, Gooday Logistics' business revenue maintained steady growth.

We continued to deepen the cooperation with major e-commerce platforms to provide high-quality
regional distribution and last-mile service for large-sized household appliances of Tmall and Jingdong
platforms. The share of Haier brand's Tmall order has maintained a high growth rate of 50%
year-on-year, while the public praise (DSR) reached 4.93, much higher than the industrial average of
4.86 and that of peers. During the 618 E-commerce Shopping Festival, the punctuality rate of Gooday
Logistics was as high as 99%, higher than the 97.5% level of the industry.

We continue to address the household market, and strive to provide Omni-channel logistics services
for household customers. Relying on good reputation and advantages in the field of large-sized
household appliances, the overall income of the household business increased by 11%. By further
deepening cooperation with the Green hand, an income of 18 million was achieved. At the same time,
we have further consolidated cooperation with major customers such as SLEEMON, DeRUCCI,
MANWAH and YALAN.

Gooday Logistics continuously strengthened the platform network and actively deployed intelligent
and automated warehouses to set a benchmark for the logistics industry of large-scale packages. At
present, the total warehouse area is 3.57 million square meters, of which 1.22 million square meters are
self-built warehouses and the proportion of self-built warehouses reaches 30%. In Hangzhou, the
intelligent unmanned warehouse for small and medium-sized packages is deployed to realize intelligent
management and the integration of warehouse and goods. Besides, the full scene visualization
management in the warehouse is realized through the panoramic scanning and visual and monitoring
equipment to accumulate experience for large-scale replication in the future. Smart warehouses are
expected to improve the efficiency of goods storage, sorting and delivery, reduce labor costs and

enhance the competitiveness of logistics in the field of intelligent warehouse management.

1. Development Plan for the Second Half of the Year
(1) Industry outlook

Domestic market: In the short-term, the demand for the refrigerator and washing machine industry
is relatively stable and the unit price increase brought by the product upgrading is the main growth
driver. The air-conditioning industry is facing a comparison with the high base in the second half of
2017. The impact of real estate control policies on real estate sales has suppressed the sales of front-end
products such as kitchen appliances, water heaters and air conditioners. In the long run, the quality
upgrade brought by consumers' longing for a better lifestyle will continue to promote the development of
the industry.

Global market: Uncertainty of global economic growth was exacerbated with the looming global

trade war. In particular, the accelerating decline in the export of emerging economies, depressed the
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economic outlook. With US interest hikes, we may see increased instability of the global financial
markets, which may have adverse impacts on the global economy.

(11) Development plan for the second half of the year

In response to the challenges brought by the external environment, the Company will adhere to its
strategy of product leadership, retail transformation and globalized operations, and continue to enhance
our competitiveness, expand leadership in the refrigerator, washing machines and water heater industries,
while accelerating the pace of development of the air-conditioner industry and kitchen appliance
industry, and to realize growth in our household appliances business against the economic backdrop;
focus on the smart home business, continue to promote the business transformation of the Internet of
Things, while promoting the formation of ecological circles, the creation of ecological brands, and the
cultivation of ecological revenue.

Domestic market: (1) Improve the competitiveness of the network of contact points: @O
Continuously promote the number of contact points to ensure that all users’ needs are met and full
coverage of blank/weak areas is achieved; @ In terms of the quality of the contact points, the stores
were continued to upgrade through the upgrade certain stores to specialty stores. For small towns, from
wholesale-to-town to service-to-town, we achieved the goal-to-town, market stability, price transparency
and efficient operation of information tools. (2) Promote the rapid growth of the full set smart families:
we continued to improve the portfolio, promoted the sales and service of the full set of products and
targeted the front-end home improvement users through the construction of building materials and
household channel stores, thus changed from selling products to selling solutions.

Overseas market: Continue Haier’s focus on globalization for many years, adhering to the
advantages accumulated through its own brand and strategy of localization, while speeding up the
transformation of terminals across different regions, and increasing the proportion of high-end products
while enhancing profitability. With the guarantee of the mechanism of parallel betting and open system,
we will continue to promote the localization of Individual and Goal Combination model.

Smart Home Platform: We focused on the continuous improvement of market competitiveness
and user experience of Haier Smart Home Solutions and effectively promoted the orderly
implementation of U+ Smart Life X.0 strategy. Promoting the construction of the platform of Internet of
Things (loT) integrating Internet of Food and the Internet of Clothing to realize the globalization of
eco-brands, internationalization of standards and the regionalization of ecological services, and
achieving the full platform of services from solutions to ecological services, while building up users,
data and capabilities of platform service.

COSMOPIat platform: Focusing on building an industrial ecosystem, we aim to drive the
construction of the platform's universal capability system through the construction of an industry-level
industrial Internet platform. (O Promote the output of relevant international standards; @ Internally,
we enhanced the ability of interconnection in the entire process and opened the ecosystem to promote

the replication of interconnected factories in global manufacturing bases; 3 Externally, gradually
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addressing five industrial ecosystems such as clothing, RV, agriculture, molds and machinery promote
the transformation and upgrading of enterprises in the economy and creating a new industrial ecology.

(I) Analysis of principal business
1 Table of movement analysis on the related items in financial statement
Unit and Currency: RMB

: Correspondin Change
Items Current period period o?last ygar (%)g

Operating revenue 88,591,626,626.07 77,585,007,913.93 14.19
Operating cost 62,924,743,807.78 54,161,628,234.79 16.18
Sales expense 13,106,599,051.97 12,180,499,014.03 7.60
Administration expenses 5,951,531,296.20 5,393,556,967.87 10.35
Financial expenses 424,983,265.35 611,674,697.24 -30.52
Net cash flows generating from 5,368,385,054.02 8,434,402,658.46 -36.35
operating activities

Net cash flows generating from -2,849,012,025.94 -2,377,591,031.60 -19.83
Investing activities
et cash flows generating from -4,684,467,400.14 -503,568,975.15 -830.25

Inancing activities

Development expenses 431,905,938.29 966,051,333.81 -55.29
Interests of changes on fair value 36,661,921.50 412,063,845.15 -91.10
Investment income 867,458,988.96 653,842,714.35 32.67
Income from disposal of assets 5,668,073.53 -7,148,339.24 179.29
Other income 224,292,412.02 134,742,567.52 66.46
Non-operating income expense 48,392,538.09 77,391,457.25 -37.47

Analysis of the reasons for the changes in the cash flow statement indicators with large changes:

(1) The net cash flow from operating activities decreased by 36.4% as compared with the corresponding
period of last year, mainly due to the higher net cash flow and the larger base from operating activities
during the same period of last year; the net cash flow from operating activities in the current period
matches the profitability and achieves the goal,

(2) The net cash flow from financing activities decreased by 830.3% as compared with the
corresponding period of last year, mainly due to the decrease in new external borrowings in the current
period as compared with the corresponding period of last year.

2  Others

(1) Detailed explanation on the material changes in the composition of profit or resources of
profit of the Company

\ Applicable o Not Applicable
Analysis of the reasons for the changes in the profit statement indicators with large changes:

(1) The financial expenses decreased by 30.5% as compared with the corresponding period of last year,
which was mainly attributable to the decrease in exchange losses during the current period as
compared with the corresponding period of last year;

(2) The income of changes in fair value decreased by 91.1% as compared with the corresponding period
of last year, which was mainly attributable to the influence of change in fair value of derivative financial
instruments such as future exchange;

(3) Investment income increased by 32.7% as compared with the corresponding period of last year,
which was mainly attributable to the increase in investment income from the disposal of financial assets

at fair value through profit or loss for the current period;
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(4) The profit and loss of asset disposal increased by 179.3% as compared with the corresponding period
of last year, which was mainly attributable to the higher disposal expenses of daily assets during the
corresponding period of last year;

(5) Other income increased by 66.5% as compared with the corresponding period of last year, which was
mainly due to the increase in government grants related to daily operations and included in current profit
or loss;

(6) Non-operating expenses decreased by 37.5% as compared with the corresponding period of last year,

which was mainly due to the scrapping of some fixed assets in the corresponding period of last year and

fewer occurrences for the period.

(2) Others

\ Applicable o Not Applicable
Principle operating activities by products and regions

Unit and Currency: RMB0’000

Principle operating activities by products

. . Gross
Gross Operating | Operating profit
Operating Operating profit revenue | cost margin
By product . increased/ | increased/ | .
revenue cost margin increased/
. decreased | decreased
(%) oy (%) oy (%) decreased
Yoy YR | yoy (%)
Air-conditioners 1,919,372.56 | 1,336,251.27 30.38 17.56 20.11 -1.48
Refrigerators 2,544,276.92 | 1,756,113.43 30.98 11.87 13.90 -1.23
Kitchen appliances 1,047,278.63 683,567.26 34.73 5.12 6.13 -0.62
Water heater 387,178.67 219,184.34 43.39 21.04 20.02 0.48
Washing machines 1,628,231.52 | 1,086,960.26 33.24 17.60 19.94 -1.30
Equipment 124,808.42 |  108,921.32 12.73 -16.50 -13.66 -2.88
components
Channel integrated
services business 1,182,019.42 | 1,086,269.36 8.10 22.11 21.19 0.69
and others
Principle operating activities by regions
Gross Operating | Operating | Gross profit
Operatin Operatin rofit revenue cost margin
By region P g P g profi increased/de | increased/ | increased/dec
revenue cost margin
(%) creased yoy | decreased reased yoy
(%) yoy (%) (%)
Mainland China 5,272,148.08 | 3,589,477.61 31.92 24.46 23.22 0.68
Other
. . 3,561,018.06 | 2,687,789.62 24.52 2.06 7.65 -3.92
countries/regions

Note: Due to the reclassification of certain logistics freight according to the new income standard, the

gross profit margin of the Company's refrigerators, washing machines, air conditioners and kitchen
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appliances decreased year-on-year. After the restoration: (O The refrigerator (excluding GEA, the same

below) increased by 1 percentage point, washing machine increased by 1 percentage point, air

conditioning decreased by 1 percentage point, kitchen appliances increased by 0.3 percentage points,

water heater increased by 0.5 percentage points; @ the gross profit margin of GEA business increased

by 1.2 percentage points.

(1D)

oApplicable \Not Applicable

(I11)

Applicable oNot Applicable
1. Assets and liabilities

Analysis of assets and liabilities

Explanation of non-operating business leading to significant changes in profit

Unit and Currency: RMB

Percentage
Percentage )
of change in
Percentage of amount
amount from
of amount at at the end the end of
Amount as at the | the end of the | Amount as at the of the .
Items . . . - previous
end of the period | period over | end of last period previous :
. period to
total assets period over
current
(%) total assets -
period
(%)
(%)
Derivative 40,947,728.30 0.03 20,681,695.50 0.01 97.99
financial assets
Accounts 16,906,190,691.77 10.74 | 12,448,004,833.06 8.22 35.81
receivables
posets Meld Tor |1 533,866,625.56 0.78 0.00 100.00
Construction 2,582,745,338.39 1.64 | 1,530,390,130.25 1.01 68.76
in progress
Development 431,905,938.29 027 | 966,051,333.81 0.64 -55.29
eXpenses
Derivative
financial 4,440,154.26 0.00 2 524, 569.45 0.00 75.88
liabilities
Receipts - 1N | 3 495 578,719.92 221 | 5833552,815.05 3.85 -40.25
advance
Dividends 529,822,661.11 034 | 153756,315.64 0.10 244,59
payable
Liabilities held 296,505.653.77 0.19 0.00 100.00
for sale
Deferred
income  tax 162,602,680.85 0.10 | 279,114,620.35 0.18 41.74
liabilities
Other
comprehensive 270,306,171.37 0.17 -36,363,809.96 -0.02 843.34

income

Other explanations

Analysis of the reasons for the changes in the balance sheet indicators with large changes:
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(1) Derivative financial assets increased by 98.0% as compared with the beginning of the year, which
was mainly due to the impact of changes in fair value of derivative financial instruments such as foreign
exchange contracts during the period,;

(2) Accounts receivables increased by 35.8% as compared with the beginning of the year, which was
mainly due to the growth of business;

(3) Assets held for sale/ liabilities held for sale increased by 100% as compared with the beginning of
the year, which was mainly due to the Company plans to dispose 58.08% of the equity of Shengfeng
Logistics Group Co., Ltd. for business planning considerations;

(4) Construction in progress increased by 68.8% as compared with the beginning of the year, which was
mainly due to the Company expanded its industrial lines” production capacity and upgraded its industrial
lines such as smart kitchens, air conditioners and refrigerators during the period;

(5) Development expenses increased by 55.3% as compared with the beginning of the year, which was
mainly due to the relevant development transferred to the intangible assets when it reaches the scheduled
usable status in the current period,;

(6) Derivative financial liabilities increased by 75.9% as compared with the beginning of the year, which
was mainly due to the impact of changes in fair value of derivative financial instruments such as foreign
exchange contracts during the period,;

(7) Advances from customers decreased by 40.3% as compared with the beginning of the year, which
was mainly due to the centralized take delivery of goods by customers during the middle of the year;

(8) Dividends payable increased by 244.6% as compared with the beginning of the year, which was
mainly due to the dividends payable by the Company's subsidiaries to minority shareholders;

(9) Deferred income tax liabilities decreased by 41.7% as compared with the beginning of the year,
which was mainly due to the decrease in the reserve of income tax of foreign companies due to the
actual overseas dividends distributed by the subsidiaries of the Company;

(10) Other comprehensive income increased by 843.3% as compared with the beginning of the year,
which was mainly due to the increase in the share of other comprehensive income that will be

reclassified into profit or loss and the change in foreign currency translation differences.

2. Restrictions on major assets at the end of reporting period
oApplicable VNot Applicable

(1v) Analysis on investment
1. Overall analysis on external equity investment

JApplicable o Not Applicable
During the reporting period, the external significant equity investment of the Company amounted to

RMB 1.906 billion.

Percentage Amount of
. . Investment
Major of the investmen
NS B operating equity Remark t et
LR activities interest of (RMB 100 (RMB Lo
. e million)
investees million)
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(%)
For details, please refer to the
Haier New Announcement on the Transfer of the
Zealand i vestment 100% Equity of Haier New Zealand
Investment investmen Investment Holding Company Limited by
Holding chl_dmg’ 100 Qingdao Haier Co., Ltd. and Connected 19.06 0
Company Transaction disclosed on 26 April 2018 as
Limited well as relevant announcement of the
Board.
Note: As of the date of disclosure of this periodic report, the above equity transfer has been completed.
(1) Significant equity investment
VApplicable o Not Applicable
Please refer to the content in  “1.Overall analysis on external equity investment” as set out above..
(2) Significant non-equity investment
oApplicable \Not Applicable
(3) Financial assets measured at fair value
VApplicable o Not Applicable
Current Investment (;Z?rn\?aelsu:en
Abbreviation of Initial cost of Sources of | purchase/sale | income during ;
. . . - during
security investment funds during the the reporting the reporting
reporting period period period
Bank of Communications
(601328) 1,803,769.50 | Own funds -544,219.66
BAILIAN (600827) 154,770.00 | Own funds -110,148.54
Eastsoft (300183) 18,713,562.84 | Own funds -2,558,067.44
Others 1,284,739,184.31 | Own funds -10,334.91 | 75,454,104.49 153,067,058.21
Forward foreign exchange 156,598,679.71 |  17,520,754.03
contract (Note)
Total 1,305,411,286.65 -10,334.91 | 232,052,784.20 167,375,376.60

Note: As of 30 June 2018, the aggregate balance of foreign exchange derivative transaction

amounted to approximately US$3.6 billion.

(V) Material Assets and Equity Disposal

VApplicable o Not Applicable
During the reporting period, the Company transferred its 22% of equity interests in Haier Medical

and Laboratory Products Co., Ltd. to Haier BioMedical Holdings Co., Ltd. (F & # R A4 E 574202 A

- &]) with a consideration of RMB505 million. For details, please refer to the Announcement on the
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Transfer of the 22% Equity of Haier Medical and Laboratory Products Co., Ltd. (F & & R&EFFH LR A
Fk2-3]) by Qingdao Haier Co., Ltd. and Connected Transaction disclosed on 22 June 2018 (No.
L2018-037).

(VD) Analysis on Major Controlling Companies

JApplicable o Not Applicable
Unit: RMB0°000

Name of company | Scope of business Vgl N Net Profit
assets assets
Haier Electronics Production ~ and
sale of household 4,390,206 2,436,017 179,361
Group Co., Ltd. .
appliances

Note: The financial data of Haier Electronics Group Co., Ltd. is determined in accordance with the
accounting standards in the PRC and the accounting policies of the Company.

(VII)  Information on the Main Structure Controlled by the Company
oApplicable \Not Applicable

I1. Other disclosures

(I) Warning and explanation for any prediction of accumulated net loss from the beginning of the
year to the end of the next reporting period or substantial change in accumulated net profit as

compare to the same period last year

oApplicable \Not Applicable

(ID) Potential risks

JApplicable o Not Applicable

1. Risk of soft demand due to a slowdown in macro-economic growth. As white home appliance
products fall into the category of durable consumer electronic products, the income level and expectation
on future income growth will have an effect on the purchase of white goods. In the event of a slowdown
in the macro economic growth, which will decrease the purchasing power of consumers, growth of the
industry will be adversely affected. In addition, uncertainties from the real estate market will have some
negative effect on market demand, which will in turn have some indirect effect on demand for home
appliance products.

2. Price war risk caused by intensifying industry competition. In a long run, the market
concentration of white home appliance industry continues to rise, but in short-term, due to the imbalance
between supply and demand caused by high capacity generated from industry expansion and decreasing
of industry demand in recent years, the industry inventory amount rises. Under the background of

product homogeneity, price war will become a short term approach to increase its market share.
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3. Risk of rise in cost. Bulk raw materials such as copper, aluminum, steel plate, and oil-related
plastic particles and foam materials account for a large proportion in the cost of white goods production.
The Company will endure more cost pressure if price of raw material continues to rise.

4. Operating risk in oversea market. The Company has set up a dozen of production base, research
and development center and marketing center in a number of countries around the world, leading to the
continuous rise of oversea business. As the oversea market is more subject to the impact of local
political and economic situation, legal system and supervisory system, significant changes of such
factors would pose risks to the Company’s operation locally.

5. Risk of fluctuation in foreign currency exchange rate. Significant fluctuations in exchange rates
may not only have an adverse impact on the Company's exports, but may also result in an exchange loss

and an increase financial costs.

(III)  Other disclosures

oApplicable \Not Applicable
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SECTION V SIGNIFICANT EVENTS

I. Introduction to the General Meeting of shareholders

. Index for details of websites designated for Date of
L2ty BEL publishing resolutions disclosure
For details, please refer to the Announcement
on Resolutions Passed at the 2018 First
First Extraordinary Extraordinary General Meeting of Qingdao
General Meeting | 27 April 2018 | Haier Co., Ltd. (L2018-023) published by the 28 April 2018
in 2018 Company on the website of Shanghai Stock
Exchange and the four major securities
newspapers.

For details, please refer to the Announcement
on Resolutions Passed at the 2017 Annual
2017 Annual 18 May 2018 General Meeting of Qingdao Haier Co., Ltd.
General Meeting (L2018-028) published by the Company on the
website of Shanghai Stock Exchange and the
four major securities newspapers.

19 May 2018

Explanation of Shareholders’ general meeting
Applicable oNot Applicable

(1) The 2018 First Extraordinary General Meeting of the Company (the “2018 first EGM”) was
held by way of on-site voting and network voting by poll at Room A108, Haier University, Haier
Information Park, No.1 Haier Road, Qingdao, the PRC, in the afternoon on 27 April 2018. The
Company’s share capital in aggregate amounted to 6,097,402,727 shares. 96 shareholders and proxies
attended the meeting, holding a total of 3,502,250,459 shares, representing 57.44% of the total number
of shares of the Company with voting rights. The Directors, supervisors and senior management of the
Company as well as the lawyers engaged by the Company also attended the meeting. The 2018 first
EGM was convened by the Board of the Company. Vice Chairman Ms. Tan Lixia, presided over the
2018 first EGM. The Company had 9 Directors, of whom 2 Director attended the 2018 first EGM
(Directors Liang Haishan , Wu Changqi, Peng Jianfeng, Zhou Hongbo, Liu Haifeng David, Wu Cheng
and Dai Deming were unable to attend the 2018 first EGM due to personal engagement); the Company
had 3 supervisors, 2 of whom attended the 2018 first EGM (supervisor Wang Yuging was unable to
attend the 2018 first EGM due to personal engagement). The secretary to the Board of the Company
attended the 2018 first EGM and other members of senior management of the Company were invited to
attend the 2018 first EGM.

(2) The 2017 Annual General Meeting of the Company (the “2017 AGM”) was held by way of
on-site voting and network voting by poll at Room A108, Haier University, Haier Information Park,
No.1 Haier Road, Qingdao, the PRC, in the afternoon on 18 May 2018. The Company’s share capital in
aggregate amounted to 6,097,630,727 shares. 73 shareholders and proxies attended the meeting, holding
a total of 3,485,550,588 shares, representing 57.16% of the total number of shares of the Company with
voting rights. The Directors, supervisors and senior management of the Company as well as the lawyers
engaged by the Company also attended the meeting. The 2017 AGM was convened by the Board of the
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Company. Chairman Mr. Liang Haishan, presided over the 2017 AGM. The Company had 9 Directors,
of whom 2 Director attended the 2017 AGM (Directors Tan Lixia , Wu Changgqi, Peng Jianfeng, Zhou
Hongbo, Liu Haifeng David, Wu Cheng and Shi Tiantao were unable to attend the 2017 AGM due to
personal engagement); the Company had 3 supervisors, all of whom attended the 2017 AGM. The
secretary to the Board of the Company attended the 2017 AGM and other members of senior
management of the Company were invited to attend the 2017 AGM.

I1. Proposal of Profit Distribution or Capitalization of Capital Reserve

(I) Proposal for Interim Profit Distribution and proposal for Capitalization of Capital Reserve
[ Whether distributed or converted | No

39/204



Qingdao Haier Co., Ltd 2018 Interim Report

I11. Performance on Undertakings

(I) The undertakings made by the ultimate controller, shareholders, related parties, purchasers and the Company and others during or up to the

reporting period

Applicable oNot applicable

Wheth | Whether
er it it is
Backgrou Covenante Time and s a perf_orme
d Type ; Content term deadlin d ina
e for timely
perfor | and strict
mance way
During the period from September 2006 to May 2007, the Company issued shares to Haier
Group Corporation (“Haier Group”) to purchase the controlling equity in its four subsidiaries,
namely Qingdao Haier Air-Conditioner Electronics Co., Ltd. (¥ & /R 25 B T4 TR A 7)),
) o Hefei Haier Air-conditioning Co., Limited (& fE#F/R ZS 2R A FRA D , Wuhan Haier
Undertaki Ellm_lnate ) Electronics Co., Ltd. (ERI /R B 88 B4 R /A7), Guizhou Haier Electronics Co., Ltd. (5t
ng the right Haier PR LB 47 R 24 7). With regard to the land and property required in the operation of 27
related to | defects in Group Qingdao Haier Air-Conditioner Electronics Co., Ltd. (5 &R 4% i T BR A ) , Hefei September YES YES
significant | land Corporatio | Haier Air-conditioning Co., Limited (4 IE/K %% i #5445 FiL /A &), Wuhan Haier Electronics 2006, long term
reorganiza | property n Co., Ltd. (LR I A BR 2 1)) (the “Covenantees™), Haier Group made an '
tion and etc. undertaking (the “2006 Undertaking”). According to the content of 2006 Undertaking and
current condition of each Covenantee, Haier Group will constantly assure that Covenantees
will lease the land and property owned by Haier Group for free. Haier Group will make
compensation in the event that the Covenantees suffer loss due to the unavailability of such
land and property.
Haier Group Corporation undertakes that it will assure Qingdao Haier and its
subsidiaries of the constant, stable and unobstructed use of the leased property. In
.| Eliminate the event that Qingdao Haier or any of its subsidiaries suffers any economic loss
Undertaki - . . .. .
ng related the rlghF Haier due to the fact that Iea}sed property has no relevz_mt oyvnershlp c_ertlfl_cate, Haier
to defects in Group . Gro_up Corporation will make compensation to |.mpa|red party in a timely and 24 December YES YES
refinancin land Corporatio _sufﬂqent way and take all reasonable and _practlcable measures to support the 2013, long term
property n impaired party to recover to normal operation before the occurrence of loss.
g and ect Upon the expiration of relevant leasing period, Haier Group Corporation will

grant or take practicable measures to assure Qingdao Haier and its subsidiaries of
priority to continue to lease the property at a price not higher than the rent in
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comparable market at that time. Haier Group Corporation will assure Qingdao
Haier and its subsidiaries of the constant, stable, free and unobstructed use of
self-built property and land of the Group. In the event that Qingdao Haier or any
of its subsidiaries fails to continue to use self-built property according to its own
will or in original way due to the fact that self-built property has no relevant
ownership certificate, Haier Group Corporation will take all reasonable and
practicable measures to eliminate obstruction and impact, or will support
Qingdao Haier or its affected subsidiary to obtain alternative property as soon as
possible, if Haier Group Corporation anticipates it is unable to cope with or
eliminate the external obstruction and impact with its reasonable effort. For
details, please refer to the Announcement of Qingdao Haier Co., Ltd. on the
Formation, Current Situation of the Defective Property, the Influence on
Operation of Issuer Caused by Uncertainty of Ownership, Solution for the Defect
and Guarantee Measures (L 2014-005) published by the Company on the four
major securities newspapers and the website of Shanghai Stock Exchange on 29
March 2014.

The Company undertakes that it will eliminate the property defects of the
Company and main subsidiaries within five years with reasonable business effort

Ellér?imﬁtte since 24 December 2013, so as to achieve the legality and compliance of the 24
defec?s in Qingdao Company and main subsidiaries in terms of land and property. For details, please December
land Haier Co., | refer to the Announcement of Qingdao Haier Co., Ltd. on the Formation, Current 2013 five YES YES
ronert Ltd. Situation of the Defective Property, the Influence on Operation of Issuer Caused ears,
gn dpetcy by Uncertainty of Ownership, Solution for the Defect and Guarantee Measures (L y
' 2014-005) published by the Company on the four major securities newspapers
and the website of Shanghai Stock Exchange on 29 March 2014.
Inject the assets of Fisher & Paykel to the Company or dispose such assets
Other Haier through other ways according to the requirements of the domestic supervision
undertakin | Asset Group before June 2020. For more details, please refer to the Announcement of Qingdao | May 2015-June YES YES
S Corporatio | Haier Co., Ltd. on the Changes of Funding Commitment (L 2015-015) published | 2020
g n on the four major securities newspapers and the website of Shanghai Stock
Exchange on 26 May 2015.
Haier Inject the assets of Haier Photoelectric to the Company or dispose such assets
Other . . . " December
N Group through other ways according to the requirements of the domestic supervision
undertakin | injection . . . 2015-June YES YES
S Corporatio | before June 2020. For more details, please refer to the Announcement of Qingdao 2020
g n Haier Co., Ltd. on the Changes of Funding Commitment of Haier Group
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Corporation (L 2015-063) published on the four major securities newspapers and
the website of Shanghai Stock Exchange on 23 December 2015.

Other
undertakin

gs

Profit
forecast and
compensati
on

Haier
Group
Corporatio
n

In December 2015 and January 2016, the meeting of the Board of Directors and
general meeting of the shareholders considered and approved the matters in
relation to the acquisition of minority equity interest of Mitsubishi Heavy
Industries Haier and Carrier Refrigeration Equipment held by Haier Group. The
Company signed the Profit Compensation Agreement with Haier Group to
forecast the profits achieved by the aforementioned two companies in 2015 -
2018. If the profits are not reached during the commitment period, the difference
part will be made up to the Company by Haier Group in cash. For more details,
please refer to the Announcement of Qingdao Haier Co., Ltd. on the Acquisition
of Equity in Sino-foreign Joint Venture Held by Haier Group Corporation and
Related-party Transaction (L 2015-062) published on the four major securities
newspapers and the website of Shanghai Stock Exchange on 23 December 2015

December
2015-
December 2018

YES

YES
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IV. Appointment and Dismissal of Accounting Firm

Information on Appointment and Dismissal of Accounting Firm

VApplicable  oNot Applicable

During the reporting period, the Company considered and approved the resolution on the
re-appointment of accounting firm on the 2017 annual general meeting: in order to ensure the smooth
implementation of the financial and internal auditing and the continuity of the auditing work in 2018, the
Company re-appointed Shandong Hexin Certified Public Accountants (LLP) as the audit institution of
the financial report and internal control of 2018, and the audit fees amounted to RMB9.60 million (of

which, financial report of RMB7.15 million, internal report of RMB2.45 million).

Explanation of change of accounting firm during the auditing period
o Applicable VNot Applicable

Description of the Company on the “non-standard audit report” issued by the accounting firm

o Applicable VNot Applicable

Description of the Company on the “non-standard audit report” issued by the accounting firm in respect
of the financial report in the annual report last year
o Applicable VNot Applicable

V. Matters relating to bankruptcy and restructuring

o Applicable VNot Applicable

VI. Material litigation and arbitration matters

OMaterial litigation and arbitration matters during the reporting period
' No material litigation and arbitration matters in the reporting period

VII. Penalties to the Listed Company and its Directors, Supervisors, Senior Management,
Controlling Shareholders, Ultimate Controller, Acquirer and the Status of Rectification

o Applicable VNot Applicable
VIII. Explanation of the integrity status of the Company and its controlling shareholders and

actual controllers during the reporting period

o Applicable VNot Applicable
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IX. The Company’s equity incentive plan, employees stock ownership plan or other employee
incentive measures and its influence

(I) Matters disclosed in temporary announcement and without any subsequent progress or

change
o Applicable VNot Applicable
(IT) Share incentives not disclosed in temporary announcements or with subsequent progress

Share Option Incentive

o Applicable VNot Applicable
Other explanations

o Applicable VNot Applicable

Employees stock ownership plan
VApplicable o Not Applicable

(1) The Phase 111 Employees Stock Ownership Scheme launched and completed the share
purchase: On 24 April 2018, the Company considered and approved relevant resolutions such as the
Phase 111 Stock Ownership Scheme of Core Employees Stock Ownership Scheme of Qingdao Haier Co.,
Ltd. (Draft) ( F & & RAT A A S s R THIR TR Z $ =X (2£) AHE) ) and
it’s Summary at the 13th meeting of the 9th session of the Board of Directors. The 635 staffs who
participated into the Stock Ownership Scheme are the directors (excluding independent directors),
supervisors, senior management of the Company and regular employees who serve at the Company and
its subsidiaries and sign employment contracts with the Company or its subsidiaries and receive
remuneration from them, together holding RMB271.30 million in the fund. On 23 May 2018, the
Company disclosed the Announcement on the Completion of Share Purchase by the Phase Il Stock
Ownership Scheme of Core Employees Stock Ownership Scheme of Qingdao Haier Co., Ltd. ( (& & %
REAY A PR B A R AR R R Z 5 Z R X A i 2 % 692 45) ), and the Employees
Stock Ownership Scheme has been entrusted to Industrial Securities Assets Management Co., Ltd. (Z%7E
JIEFR R FE A MR 5]), who will establish a directional asset management plan for the Phase Il
Stock Ownership Scheme of Core Employees Stock Ownership Scheme of Qingdao Haier Co., Ltd.
(“Assets Management Plan”) for the management. As of 22 May 2018, the Assets Management Plan has
purchased an aggregate of 16,063,800 shares of the Company, representing 0.26% of the total share
capitals of the Company through the block trade in secondary market at an average trading price of
RMB16.72 per share with a trading volume of RMB268,586,736.00. The Phase Il Stock Ownership
Scheme of Core Employees Stock Ownership Scheme has completed the purchase of shares of the
Company. Those shares purchased aforesaid will be locked in accordance with requirement, and the
locking period will be 12 months from the date of the disclosure of this announcement, being 23 May
2018 to 22 March 20109.
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(2) Allocation of the employee stock ownership plan (ESOP): During the reporting period, the
lock-up period of the Company's Phase Il ESOPs (Draft) and Summary under Key Employee Stock
Ownership Plan of Qingdao Haier Co., Ltd. ( F 5 # R A IR 8 s R TR R Z % — &
Rt X (E£) RAHE) ) (referred to as “Phase Il ESOPs”) has expired. According to the Audit Report
of Qingdao Haier Co., Ltd. ( { & % # RAZ4 A MR 8] F 454 ) (HXS Zi. [2018] N0.000267) issued
by Shandong Hexin Certified Public Accountant LLP, the annual net profits vested in parent company
shareholders with allowance for non-recurring gains and losses in 2017 increased by 29.81% than 2016.
Upon examination by the Management Committee, the assessment results of 556 holders of Phase 1l
ESOPs were satisfactory. 19 holders had unsatisfactory assessment results or resigned before
determination of the equity for the year 2017 under Phase Il ESOPs.

On May 2, 2018, upon consideration by ESOP Management Committee, 556 holders of Phase 11
ESOPs were determined according to performances for the year 2017 to be allocated with 8,717,600
shares. The shares of the said 19 holders with unsatisfactory assessment or who resigned were suspended
for allocation or adjusted for their shares.

There are 7 directors, supervisors and senior executives of the Company. A total of 1,617,300
shares can be allocated for Phase Il ESOPs. Upon application by Mr. Gong Wei as CFO and Deputy
General Manager, 121,325 shares he applied for not being allocated in December 2017 when shares of
the first phase ESOPs were allocated (for the relevant announcement, refer to the Notice of Qingdao
Haier Co., Ltd. on Quota Distribution and Equity Allocation of the First Phase Key Employee Stock
Ownership Plans disclosed by the Company on December 7, 2017, No.: L 2017-046) are allocated at this
time. In summary, the number of shares held by directors, supervisors and senior executives actually
allocated this time is 1,738,700 shares. Any change of the shares they hold must be subject to provisions
of the Rules Governing the Holding of Shares in the Company by Directors, Supervisors and Senior
Management of Listed Companies and Changes Thereof.

In summary, according to the aforementioned resolution, the Company has completed the transfer
of relevant stocks at China Securities Depository and Clearing Corporation Shanghai Branch on May 10,
2018, with a total of 8,838,900 shares.

Other incentives
o Applicable VNot Applicable

X. Significant Related-Party Transactions

(I) Related-Party Transaction from Routine Operation

1. Matter disclosed in temporary announcement and with no subsequent progress or change
o Applicable VNot Applicable

2. Matter disclosed in temporary announcement and with subsequent progress or change

VApplicable o Not Applicable
The Company made a forecast on the related-party transaction matters of the Company for the year
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of 2018 at the 13th meeting of the 9th session of Board Meeting held on 24 April 2018. For details,
please refer to the Announcement of Qingdao Haier Co., Ltd. regarding the Anticipation on the Renewal

of Daily Related-party Transactions Agreement and the Daily Related-party Transactions for 2018 and

relevant announcement on the resolutions of the Board disclosed on 26 April 2018.

For the actual implementation of the Related-party transaction of January to June 2018, please refer

to “Notel2 —Related Parties and Related-party Transactions” under section X - Financial and

Accounting Report set out in this regular report.

3. Matter not disclosed in temporary announcement
o Applicable VNot Applicable

(I1)

Related-party Transactions Regarding Acquisition or Disposal of Assets or Equity

1. Matters disclosed in temporary announcement without any subsequent progress or change

Applicable o Not Applicable

Summary

Index for details

Acquisition of FPA shares: The Company passed the
acceptance of transfer of 100% shares of Haier New Zealand
Investment Holding Company Limited held by the overseas
subsidiary Haier (Singapore) Management Holding Co. Pte.
Limited under Haier Group Corporation by Haier Singapore
Investment Holding Pte. Ltd. (“Haier Singapore Investment™)
who should accept the principal and interests of shareholder
borrowings payable by the Target Company to Haier Singapore
Management. Haier Singapore Investment, an overseas
subsidiary of the Company, intends to pay US$303,040,997.28
(equivalent to RMB1,905,552,095.01) to Haier Singapore
Management for accepting the transfer of the underlying shares.

Refer to the Notice of Qingdao Haier
Co., Ltd. on Accepting the Transfer

of 100% Shares of Haier New
Zealand Investment Holding
Company Limited and Related

Transactions (L 2018-020) ( (75 &k
IR A IR A w5k T 32 ik Haier
New Zealand Investment Holding
Company Limited 22 100%15% 5% %
A G WA (s 2018-020) )
disclosed by the Company on April
26, 2018 and relevant notices for
more information.

Transfer shares of Qingdao Haier Special Electrical
Appliance Co., Ltd.: As the shareholder of Qingdao Haier
Special Electrical Appliance Co., Ltd. (“QHSPA”), the
Company transferred 62% of QHSPA shares to Qingdao Haier
Biomedical Holdings Co., Ltd. at the consideration of
RMB505,129,750 for the transaction. Upon completion of the
share transfer, the Company no longer holds any share of
QHSPA.

Refer to the Notice of Qingdao Haier
Co., Ltd. on Transferring 22% Shares
of Qingdao Haier Special Electrical
Appliance Co., Ltd. and Related
Transactions (L 2018-037) ( (75 & ik
IR AR PR 7] 5% T 1175 By it /R
Reff 2 A PR A F 229 B G Ek
LM AEY  C(lif 2018-037) )
disclosed by the Company on June
26, 2018 and relevant notices for
more information.

2. Matters disclosed in temporary announcement and with subsequent progress or change

o Applicable VNot Applicable

3+ Matter not disclosed in temporary announcement
o Applicable VNot Applicable

4, If performance agreement is involved, the performance achieved during the reporting

period shall disclosed
o Applicable VNot Applicable
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(ITI)  Significant related-party transactions of joint external investment

1. Matters disclosed in temporary announcement and without any subsequent progress or

change
o Applicable VNot Applicable

2. Matters disclosed in temporary announcement and with subsequent progress or change
o Applicable VNot Applicable

3. Matter not disclosed in temporary announcement

o Applicable VNot Applicable

(1v) Amounts due to or from related parties

1. Matters disclosed in temporary announcement and without any subsequent progress or

change
o Applicable VNot Applicable
2. Matters disclosed in temporary announcement and with subsequent progress or change
o Applicable VNot Applicable
3+ Matter not disclosed in temporary announcement
o Applicable VNot Applicable
(V) Other significant related-party transactions

o Applicable VNot Applicable

(VD) Others
o Applicable VNot Applicable

XI. Significant Contracts and Their Execution

1  Trusteeship, contracting and leasing
JApplicable o Not Applicable

(1) Trusteeship
o Applicable VNot Applicable

There was no material custody of the Company during the reporting period. As at the date hereof,
the following matters related to entrusted assets as passed on relevant meetings (such as the general
meetings of the Company) are within the term thereof:

According to the Haier Group's commitment in 2011 to further support the development of Qingdao
Haier and resolve intra-industry competition to reduce related-party transactions, and given the fact that
the Company’s purchase of the color TV business from Haier Group, Qingdao Haier Photoelectric Co.,

Ltd. and its subsidiaries are still in the transformation and consolidation period and its financial
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performance fails to reach the expectation of the Company. Therefore, Haier Group is unable to
complete the transfer before the above commitment period. Haier Group intends to entrust the Company
with the operation and management of assets under custody and will pay RMB1 million custodian fee to
the Company each year during the period of custody.

(2) Contracting
o Applicable VNot Applicable

(3) Leasing
o Applicable VNot Applicable

2  Guarantee

VApplicable o Not Applicable
Unit and Currency: RMB0’000

External guarantees provided by the Company (excluding guarantees for subsidiaries)

Date
of
occurr Wheth
ence | Startin |Expirat er the

of the | g date | ion T;(;]E)e guarant

Relati
onship
betwee

n the Amou
Guara |guaran|Secure| nt of
ntor |tor and|d party|guaran
the tee
listed
compa

Wheth [Overdu| Wheth WZSth

er the e |erthere Rel
related

guarantjamount| isa atio
guaran| of |date of ee has " party :
guara eeis | of the [counter nshi
tee |guarant|guarant been guarant
ntee .11 | overdu [guarant|-guaran
(date | ee ee fulfille ee or

of d € ee tee not

n agree
y ment)

Total amount of guarantee occurred during the
reporting period (excluding guarantees for
subsidiaries)

Total balance of guarantee at the end of the
reporting period (A) (excluding guarantees for
subsidiaries)

Guarantees provided by the Company for subsidiaries

Total amount of guarantees for subsidiaries

occurred during the reporting period 3,167,618

Total balance of guarantees for subsidiaries at
the end of the reporting period (B) 2,994,380

Total amount of guarantees provided by the Company (including guarantees for subsidiaries)

Total guarantee (A + B) 2,994,380

Ratio of total amount of guarantees to net

assets of the Company (%) 84.9

Among which:

Amount of guarantees for shareholders,
ultimate controllers and their related parties 0

(©)

Amount of debt guarantees provided directly
or indirectly for the secured party with 1,242,549
asset-liability ratio exceeding 70% (D)
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The amount of total amount of guarantee in
excess of 50% of net assets (E)

1,231,017

Total amount of the above three guarantees (C
+D +E)

2,473,566

Explanation of possibly bearing related
discharge duty for premature guarantees

Explanation of guarantee status

1. In the year of 2016, the Company acquired the assets of
GEA at a total consideration of US$5.61 billion, which was
sourced from self-owned funds and loan for merger, of
which, the loan for merger in the amount of US$3.3 billion
was applied for by Haier US Appliance Solutions, Inc., a
wholly-owned subsidiary of the Company, to China
Development Bank Co., Ltd. The loan was fully secured by
the Company and Haier Group Corporation, and the amount
of which was equivalent to approximately RMB10.752
billion as at the end of the reporting period. The balance
guaranteed amounted to approximately RMB10.075 billion
as at the end of the reporting period. The provision of
security had been reviewed and approved by the Board and
the general meeting of shareholders of the Company;

2. In May 2018, the resolution on the security provided to
subsidiaries in the year 2018 was passed on the 2017 Annual
General Meeting of the Company, according to which, the
Company had provided security in respect of the application
for comprehensive facility made by certain subsidiaries to
financial institutions. During the reporting period, the
accumulated amount of guarantee offered by the Company to
subsidiaries was approximately RMB20.924 billion. As at the
end of the reporting period, the balance guaranteed was
RMB19.869 billion.

3 Other Major Contracts
o Applicable VNot Applicable

XII. Information on poverty alleviation of the Company

JApplicable o Not Applicable

1. Targeted measures in poverty alleviation plan

Applicable o Not Applicable

In accordance with the national plan

for targeted measures in poverty alleviation and the

requirements set out in relevant documents, the Company places great emphasis on poverty alleviation,

and carries out initiatives of targeted measures in poverty alleviation within the scope as authorized by

the general meetings on related matters (such as donation). Over the years, the Company has been

devoted to education undertakings and making significant contributions, with a view to targeting the

weakest area of education and to blocking the transmission of poverty between generations through

focused efforts in raising the basic cultural quality in poverty and the skill levels of labor force from

poor families. As at the end of the reporting period, the Company and the Haier Group Corporation (its

actual controller) and its subsidiaries (referred to as the “Haier Group”) has built nearly 300 hope

schools, covering 26 provinces, municipalities directly under the central government and autonomous
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regions in China, and continuously provide the above-mentioned schools support in materials and other
respects in each year including the reporting period. These initiatives have effectively enhanced the
basic educational capabilities in poverty-stricken areas and improved the quality of education.

2. Summary of targeted measures in poverty alleviation during the reporting period

VApplicable o Not Applicable

In the first half of 2018, the Company’s expenditures on targeted measures in poverty alleviation
was approximately RMB9.11 million, which was mainly utilized in the education improvement, physical
and mental health development of adolescents and children. At the same time, as part of its initiatives in
response to the government and the performance of its social responsibilities, Haier Group has also made
investments in many aspects, such as poverty alleviation through agricultural development, poverty

alleviation through improvement of the health of farmers.

3. Results of targeted measures in poverty alleviation

VApplicable o Not Applicable
Unit and Currency: RMB0’000

Indicators Amount and the status

I. General information 911.29
Among which: 1. Funds 889.94

2.Cash converted from materials 21.35
I1. Breakdown of the use of funds

1. Poverty elimination through education 911.29

1.1 Amount of investment for the purpose of
improving the resources of education in poverty-stricken 911.29
areas

4. Phased progress in performing social responsibilities of targeted poverty alleviation

VApplicable o Not Applicable

In addition to material input in children’s education improvement, physical and mental health
development, etc., the Company also explores feasible methods in agricultural poverty alleviation. For
example, for rural entrepreneurs, Haier customizes skills improvement solutions for them, such as
Xiaoshun Business School jointly established by RRS Health and Haier University. A multi-level
training system has been developed by centering on rural talent revitalization to enhance farmers'
entrepreneurial skills. By providing local platforms and employment opportunities, we have built a
benign ecological system that fosters, performs well and retains talents. In addition, the Company has
customized the entrepreneurial poverty alleviation model for the economic conditions in different rural
areas, with programs, platforms, networks and results made, and it is replicable. The national targeted

poverty alleviation strategy is implemented to fully advance rural poverty alleviation.

5. Subsequent targeted measures in poverty alleviation plans

JApplicable o Not Applicable
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In the second half of 2018, the Company will make concerted efforts with Haier Group and
continue to implement the proposition of the documents issued by the central government in respect of
poverty alleviation, dedicate to improve the education in poverty-stricken areas, promote the
revitalization of rural talents and other initiatives, and will perform our social responsibilities in a

proactive manner.

XIII.  Convertible corporation bonds

o Applicable VNot Applicable

XIV. Environmental information

(I) Statement on environmental protection of companies and their key subsidiaries as key
pollution discharge units published by the environmental protection authority

Applicable oNot Applicable
1. Pollution discharge information

JApplicable oNot Applicable

The Company and its subsidiaries including Qingdao Haier Refrigerator Co., Ltd. (“Haier
Refrigerator”), Haier Electronics Co., Ltd., Guizhou (“Guizhou Haier”), and its former subsidiary Haier
Research and Develop Special Type of Steel Plate Co.,LTD. (currently renamed to “Hefei HBIS New
Material Technology Co., Ltd.. The Company has completed the transfer of the shares in 2015. The
company is no longer a subsidiary of the Company) are key pollution discharge units published by the
environmental protection authority.

The polluted industrial wastewater of the Company is mainly domestic water (water for toilets and
bathrooms) to be discharged to municipal pipelines through sewer pipes. The exhaust gas is mainly
assembly welding fume, and is exhausted out of the workshop with the high-power exhaust fans. After
collection and filtering through the collection hood, the workshop welding fume is exhausted to the
outside of the workshop through the exhaust pipe. The foamed injection exhaust gas is discharged to the
outside of the workshop with high-power exhaust fans and through the special fan stack pipes and the
exhaust funnel in an organized way.

The major pollutants and emission standards are as shown in the figure below:

Monitorin Monitorin Reaching
. g Pollutant 9 Standard Value Measured Value Standard or
Plant Point Index not
1# Welding . Emission = =
EtXh::S of Assembly Pa;:i?;?te density 120mg/m 2.68mg/m Yes
g A Emission rate | 3.5 (15m in height) 0.042kg/h
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kg/h
Carponic E(;T;:]sssi[[?/n / <0.3mg/m3
oxide Emission rate / /
Emission = =
Particulate density 120mg/m 3.92mg/m
2# Welding matter _— 3.5 (15m in height)
of Assembly Emission rate kg/h 0.044kg/h Yes
B Carbonic E(;r;;sssil&n / <0.3mg/m=
oxide Emission rate / /
Emission =
Particulate density 120mg/m /
matter Emission rate 3.5 (15m in height) /
kg/h
Ec;'e‘f;'ton 12mg/m= <5.0x10*mg/m3
Benzene y - -
. 0.9 (20m in height)
Emission rate /
kg/h
Edrz:wsssilt?/n 40mg/m= 0.197mg/m=3
3# Fan Toluene ——
Stack of Emission rate | 2 (ZOrIrggl/r; height) 8.2x10"*kg/h Ves
Foam —
Station A E(;E:]Sssi',g,n 70mg/m3 4.75mg/m3
Xylene ——
Emission rate L7 (Zorl?g'/?] height) 0.020kg/h
Non—n;ethan Edn;:]sssi[g/n 120mg/m= 1.12mg/m=3
Hydrc:}carbo Emission rate 17 (20r|n(£;/nhhelght) 0.005kg/h
. Emission
Cz;k;grglc density / /
Emission rate / /
Emission =
Particulate density 120mg/m /
matter . 3.5 (15m in height)
Emission rate kg/h /
E(;];:]sssi[[on 12mg/m3 <5.0x10*mg/m3
Benzene y - -
.. 0.9 (20m in height)
Emission rate /
kg/h
E(;];:]sssi[[?/n 40mg/m= 0.059mg/m=
4# Fan Toluene —
Stack of Emission rate 52 (20f|7(19|/?] height) 2.5x10™kg/h Yes
Foam —
Station B I ngssi',g/n 70mg/m= 4.13mg/m=3
Xylene - -
Emission rate L7 (20f|7(19|/?] height) 0.017kg/h
Non—rgethan Eg:]s;gn 120mg/m=3 1.21mg/m=3
Hydrcr:carbo Emission rate 7 (20r|r1(g|?hhe|ght) 0.005kg/h
. Emission
Cz;k;gr;lc density / /
Emission rate / /
Hood 5# Emission 2.0mg/m3 1.81mg/m3 Yes
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density
Emission rate / /
Emission = -
6# density 2.0mg/m 0.33mg/m
Emission rate / /

The polluted industrial wastewater of Haier Refrigerator is also mainly domestic water (water for

toilet, bathroom) to be discharged to the municipal pipelines through sewer pipes. The production

exhaust gas mainly includes welding fume, foaming exhaust gas and canteen oil fume, all of which are

collected by the gas collecting hood and discharged to high altitude through the exhaust funnel in an

organized way.

The major pollutants and emission standards are as shown in the figure below:

Monitorin Monitorin REAEHT
Item oring Pollutant g Standard Value Measured Value | Standard or
Point Index not
Emission
Particulate density 120mg/m=3 4.21mg/m=3
Exhaust matter ..
Stack at 1# Emission rate 5.9kg/h 0.029kg/h
Welding of _ Emission / <0.3ma/m= Yes
Assembly A Carbonic density .3mg/m
oxide Emission rate / /
Emission
Exhaust matter —
Stack at 2# Emission rate 5.9 kg/h 0.046 kg/h
Welding of ) Emission / <03 ma/m= ves
Assembly B |  Carbonic density - Mmg/m
oxide .
Emission rate / /
Non-methan |  Emission 120 mg/m= 3.10 mg/m3
e density
Hydrocarbon | Emission rate 17kg/h 0.026 kg/h
Exhaus E(;nlss,_lon 12 mg/m=3 <5.010* mg/m3
t gas Benzene ensity
] Emission rate 0.90 kg/h /
Pre-mixer 3# Emission Yes
. 40 mg/m3 <5.010* mg/m3
Toluene density
Emission rate 5.2 kg/h /
E(?'SS‘.'on 70 mg/m3 <5.0*10 mg/m=
Xylene ensity
Emission rate 1.7 kg/h /
Non-methan | ~ EMission 120 mg/m= 3.49 mg/m=
e density
No. 1 Hydrocarbon | Emission rate 17 kg/h 0.028 kg/h
Exhaust Emission 12 mg/m=3 <5.010" mg/m3
Stack of 4# Benzene density Yes
Foaming Emission rate 0.90 kg/h /
Station el
Emission 40 mg/m=3 <5.0¥10* mg/m3
Toluene density
Emission rate 5.2 kg/h /
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Emission = *104 3
Xylene density 70 mg/m <5.0*10™ mg/m
Emission rate 1.7 kg/h /
Non-methan | ~ Emission 120 mg/m= 3.96 mg/m3
e density
Hydrocarbon | Emission rate 17 kg/h 0.032 kg/h
Emission 4
. 12 mg/m3 <5.0*10™ mg/m=3
Stack of 5 EmISS-IOI:l rate 0.90 kg/h / Yes
Foaming Emission 40 mg/m=3 <5.0*10* mg/m=3
Station Toluene density
Emission rate 5.2 kg/h /
Emission = *104 3
Xylene density 70 mg/m <5.0*10™" mg/m
Emission rate 1.7 kg/h /
6 E sion 2.0 mg/m= 1.47 mgim=
ensity
Hood Emission ves
T# densi 2.0 mg/m=3 0.20 mg/m=3
ensity

Pollutants of Guizhou Haier mainly involve noise and foaming exhaust gas. For noise, plant

barriers, greening for sound absorption and attenuation over distance, etc. The foaming exhaust gas is

discharged to high altitude through the exhaust funnel in an organized way.

The major pollutants and emission standards are as shown in the figure below:

o o Reaching
[tem Monl'gorlng Pollutant Monitoring Standard Measured Standard
Point Index Value Value
or not
D'“r\;‘aﬁhzo'se 60 dB 48.7 dB Yes
1# Plant Gate Nioht noise
g 50 dB 41.5dB Yes
value
24 Air Diunat noise 60 dB 48.9 dB Yes
Noise Compression Noise Nioht noise
Station g 50 dB 42,5 dB Yes
value
D'“r\;‘a"’:hgo'se 60 dB 55.6 dB Yes
3# EMR Night noise
g 50 dB 47.6 dB Yes
value
Volatil Upwind
e direction of Emission
organic | unauthorized densi 4.0 mg/m3 0.13mg/m=3 Yes
ensity
compo | exhaust gasat | Non-metha
und boundary
Downwind Hydrocarb
direction of Emission
unauthorized densi 4.0 mg/m3 0.28mg/m=3 Yes
ensity
Inspect | exhaust gas at
ion of boundary
organic Upwind
matter direction of Emission
unauthorized Benzene densi 0.40mg/m=3 | 1.8*10° mg/m3 Yes
ensity
exhaust gas at
boundary
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Downwind
direction of
unauthorized
exhaust gas at
boundary

Emission

= *1073 3
density 0.40mg/m 2.0*10”mg/m Yes

Upwind
direction of
unauthorized
exhaust gas at
boundary

Emission

3
density 2.4 mg/m ND Yes

- Toluene
Downwind

direction of
unauthorized
exhaust gas at
boundary

Emission

= *1073 3
density 2.4 mg/m 2.8*10°mg/m Yes

Upwind
direction of
unauthorized
exhaust gas at
boundary

Emission

= *1073 3
density 1.2 mg/m 5.6*10” mg/m Yes

Downwind Xylene

direction of
unauthorized
exhaust gas at
boundary

Emission

3 3
density 1.2 mg/m 1.12mg/m Yes

Upwind
direction of
unauthorized
exhaust gas at
boundary

Emission

3 3
density 0.080 mg/m 0.005 mg/m Yes

Phenols

Downwind
direction of
unauthorized
exhaust gas at
boundary

Emission

3 3
density 0.080mg/m 0.008mg/m Yes

Upwind
direction of
unauthorized
exhaust gas at
boundary

Emission

3 3
density 0.40 mg/m 0.09 mg/m Yes

Anilines

Downwind
direction of
unauthorized
exhaust gas at
boundary

Emission

density 0.40mg/m=3 0.10mg/m=3 Yes

2. Construction and operation of pollution control facility

\Applicable oNot Applicable

The Company and Haier Refrigerator have provided activated carbon filtration equipment for the
treatment of the exhaust gas from assembly welding absorbed by the foaming door. Replacement is on a
three-month basis, with records made. Waste activated carbon is stored in the hazardous waste storage.
The canteen is provided with electric ion fume decomposition devices. The exhaust gas treatment
equipment is controlled by specially assigned persons to ensure the normal operation of the equipment.
The management of the operation of pollution control facilities for exhaust gas generation is
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strengthened. We have ensured efficient operation of pollution control facilities. Exhaust gas is tested
under delegation on an annual basis. The fan stacks are cleaned and inspected on a weekly, monthly and
quarterly basis. Spot inspection records are kept. Fan stack cleaning records are archived. All these are
to ensure normal operation of the exhaust facilities and normal exhaust gas emission. The exhaust pipes
are inspected periodically for presence of foreign matters and looseness or falling. Preparations for
emergency response are also made.

As a response to the state call for energy conservation and emission reduction, Guizhou Haier
invested more than RMB30 million at the end of 2013 to improve the spraying production process.
U-shell program was technologically improved. Phosphating coating procedure, preparation line,
powder spraying equipment, drying furnace, curing furnace and etc. are cancelled. There is no industrial
wastewater discharge with the coating equipment removal. Relevant sewage treatment plants have been

closed for zero sewage discharge.

3. Evaluation of the effect of construction projects on the environment and other environmental

administration license

VApplicable oNot Applicable

The Company and its subsidiaries perform the implementation and production of construction
projects according to the requirements of laws and regulations. We complete environmental impact
evaluation procedures in strict accordance with the Three Simultaneous system for environmental
protection of construction projects. They have been approved in the environmental impact assessment.

There are no environmental violations such as construction without approval.

4. Emergency plan for environmental emergencies

Applicable oNot Applicable
The Emergency Plan for Environmental Emergencies is developed according to the laws and
regulations by the Company and its subsidiaries. Drills have been organized. The Plan is continuously

optimized and upgraded according to the drill results.

5. Environmental self-monitoring plan

VApplicable oNot Applicable

All pollutant discharges of the Company comply with national and local environmental standards.
The sewage is discharged after being collected and treated, and is monitored in real time through the
automatic online sewage monitoring system. The data is connected to Haier Smart Energy System. In
March 2017, the Company received and passed the certification of version change of 1SO14001
environmental management system. In March 2018, the professional certification body conducted the
first supervision and audit of the operation of 2017 1SO14001 system after version change. The

operation was approved with smooth functioning.
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6. Other environmental information to be disclosed

VApplicable oNot Applicable

In 2017, the Company promoted energy-saving and emission reduction projects such as liquefied
gas to natural gas, aerial lighting renovation and provision of filtration devices with compressed gas.
Haier Refrigerator made remarkable results in energy-saving and emission reduction by promoting
energy-saving and emission reduction projects such as cooling oil to water for adsorption machines,

lighting renovation and etc. in 2017.

(Im) Statement on environmental protection of companies other than key pollution discharge

units

Applicable oNot Applicable

All units of the Company perform the implementation and production of construction projects
according to the requirements of laws and regulations. We complete environmental impact evaluation
procedures in strict accordance with the Three Simultaneous system for environmental protection of
construction projects. They have been approved in the environmental impact assessment. There are no
environmental violations such as construction without approval.

The Company has established Haier Smart Energy Center, an industry-leading energy big data
analysis system. It uses automation, information technology and centralized management mode to
implement centralized dynamic monitoring and digital management of main energy consumption such as
water, electricity and gas in all factories across the country; automatically and accurately collects energy
data, and completes the prediction and analysis of energy consumption data, optimizes energy
deployment and reduce the energy consumption of single product production, thus truly achieving

low-carbon production.
(III)  Statement on reasons for non-disclosure of environmental information by companies
other than key pollution discharge units

oApplicable \Not Applicable

(1v) Statement on subsequent development or changes of environmental information contents
disclosed in the reporting period
VApplicable oNot Applicable
The Company will continue to maintain and keep optimizing existing results and allows
up-to-standard discharge in strict accordance with existing environmental discharge and emission

standards.
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XV. Other explanations on significant events

(1) Information, reason and effect of change in accounting policies, accounting estimates and
accounting methods as compared with the last accounting period

o Applicable VNot Applicable

(Im Information of material accounting error correction that need the retroactive
restatement during the reporting period, the correct amount, reason and its effect

o Applicable VNot Applicable

(III) Others

o Applicable VNot Applicable
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SECTION VI CHANGES IN ORDINARY SHARES AND
INFORMATION ABOUT SHAREHOLDERS

I. CHANGES IN SHARES

(I) Table of Changes in Shares

1. Table of Changes in Shares

During the Reporting period, there is no change on the aggregate amount of shares and the share

capital structure.

2. Statement on the changes in shares

o Applicable VNot Applicable

3. Effects of changes in shares occurred during the period after the Reporting period to the
semi-annual report period on financial indicators such as earnings per share and net assets per
share(if any)

o Applicable VNot Applicable

4, Other disclosure deemed necessary by the Company or required by securities regulatory

authorities

o Applicable VNot Applicable

(IT) Changes in shares with selling restrictions

o Applicable VNot Applicable

II. Information on shareholders

(I) Total number of shareholders:

Total number of ordinary shareholders by the end of the

X ) 160,035
reporting period
Total numbers of preferential shareholders with
restoration of voting rights by the end of the reporting 0
period

(IT) Table of shareholdings of top ten shareholders, top ten common shareholders (or the
shareholders without selling restrictions) by the end of the reporting period

Unit; share
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Shareholdings of top ten shareholders

Increasing Status of
/ Number of Number of shares
Name of shareholder (full | decreasing shares held Ef;cg shares held pledged Nag?re
name) during the at the end of (%?) with selling or frozen shareholder
reporting the period restrictions | Stat | Num
period us ber
Domestic
Haier Electric Appliances . non-state-o
International Co., Ltd. 1,258,684,824 | 20.64 Nil wned legal
entity
Domestic
Haier Group Corporation 1,072,610,764 | 17.59 Nil non-state-o
wned legal
entity
Hong Kong Securities .
Clearing Co., Ltd. 482,951,912 | 7.92 Nil Unknown
China Securities Finance 298,731,988 | 4.90 Nil Unknown
Corporation Limited
Foreign
GIC PRIVATE .
LIMITED 273,498,349 | 4.49 Nil Ieg_al
entity
Foreign
KKR HOME .
INVESTMENT SAR.L. 179,168,050 | 2.94 Nil legal
entity
Qingdao Haier Venture & Domestic
Investment  Information . non-state-o
Co., Ltd.(75 &g /R N 172,252,560 |~ 2.83 Nil wned legal
R G RAIR 7)) entity
National social security .
fund, Portfolio 104 96,188,780 | 1.58 Nil Unknown
Central Huijin  Asset 69,539,900 | 1.14 Nil Unknown
Management Ltd.
UBS AG 39,626,276 | 0.65 Nil Unknown

Shareholdings of top ten shareholders without selling restrictions

Number of tradable Class and number of shares
Name of shareholder shares held without Class Number
selling restrictions
Haier Electric Appliances International Co., Ltd. 1,258,684,824 | RMB ordinary 1,258,684,824
Haier Group Corporation 1,072,610,764 | RMB ordinary 1,072,610,764
Hong Kong Securities Clearing Co., Ltd. 482,951,912 | RMB ordinary 482,951,912
China Securities Finance Corporation Limited 298,731,988 | RMB ordinary 298,731,988
GIC PRIVATE LIMITED 273,498,349 | RMB ordinary 273,498,349
KKR HOME INVESTMENT S.AR.L. 179,168,050 | RMB ordinary 179,168,050
Qingdao Haier Venture & Investment
Information Co., Ltd. (75 5 /R Gk #% %% 172,252,560 | RMB ordinary 172,252,560
HHHRAA)
National social security fund, Portfolio 104 96,188,780 | RMB ordinary 96,188,780
Central Huijin Asset Management Ltd. 69,539,900 | RMB ordinary 69,539,900
UBS AG 39,626,276 | RMB ordinary 39,626,276
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Related-parties or parties acting in concert among
the aforesaid shareholders

(1) Haier Electric Appliances International Co., Ltd. is a
holding subsidiary of Haier Group Corporation. Haier
Group Corporation holds 51.20% of its equity. Qingdao
Haier Venture & Investment Information Co., Ltd.(% &
W R BN 5 & WA R A F]) is a party acting in
concert with Haier Group Corporation;

(2) The Company is not aware of the existence of any
connections of other shareholders.

Explanation of preferential shareholders with
restoration of voting rights and their shareholdings

N/A

Number of shares held by top ten shareholders with selling restrictions and the selling restrictions

o Applicable VNot Applicable

(I1I) Strategic investors or general legal persons who became the top ten shareholders due to

placing of new shares

o Applicable VNot Applicable

III. Changes in controlling shareholder and the ultimate controller

o Applicable VNot Applicable
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SECTION VII THE RELEVANT INFORMATION OF PREFERRED
SHARES

oApplicable \Not Applicable
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SECTION VIII DIRECTORS, SUPERVISORS, SENIOR
MANAGEMENT

I. Changes of Shareholding

(I) Changes of shareholding of current and retired directors, supervisors and senior
management during the reporting period

VApplicable oNot applicable

Unit: share
Increase/
Shareholdingsat | Shareholdings decrease in Reason for
Name Title the beginning of | at the end of the | shares during increase/
the period period the reporting decrease
period
Liang Haishan Director 10,904,065 11,684,483 780,418
Tan Li xia Director 5,272,740 5,897,074 624,334
Wang Peihua Supervisor 27,004 52,732 25,728 | Vesting of
Ming Guoging Supervisor 17,612 34,421 16,809 | Employees
Wang Yuging Supervisor 2,231 4,186 1,955 | Stock
Gong Wei Senior 1,050,000 1,277,668 207,668 | SVnership
management Plan
: Senior
Ming Guozhen 944,446 1,006,193 61,747
management

Other explanations

VApplicable oNot Applicable

During the reporting period, except for the directors, supervisors and senior management listed in

the above table, the number of shares held by the other directors, supervisors and senior management

was unchanged compared to the beginning of the reporting period.

(I1)

the reporting period

oApplicable \ Not Applicable

II. Changes in Directors, Supervisors and Senior Management of the Company

oApplicable \ Not Applicable

Incentive share option granted to directors, supervisors and senior management during

Explanation on the Changes in directors, supervisors and senior management of the Company
oApplicable \ Not Applicable

III. Other explanations

oApplicable \ Not Applicable
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SECTION IXRELEVANT INFORMATION ON CORPORATE BONDS

oApplicable \ Not Applicable
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SECTION X FINANCIAL REPORT

I. Auditors’ Report

oApplicable \ Not Applicable

II. Financial Statements

Consolidated Balance Sheet

30 June 2018
Prepared by: Qingdao Haier Co., Ltd.
Unit and Currency: RMB
Items Notes | Closing balance Opening balance
Current Assets:
Monetary Capital VI.1 33,467,936,834.26 35,177,276,903.91
Clearing settlement funds
Placements with banks
Financial assets measured at fair
value and changes of which included in
current profit and loss
Derivative financial assets VII.2 40,947,728.30 20,681,695.50
Notes receivables VI.3 12,208,138,565.32 13,033,083,520.99
Accounts receivables VI.4 16,906,190,691.77 12,448,004,833.06
Prepayments VI.5 662,900,260.21 590,693,658.21
Premiums receivables
Reinsurance accounts receivables
Reinsurance contract reserves
receivables
Interests receivables VII.6 241,911,436.27 203,637,543.83
Dividends receivables 4,660,849.89 4,524,472.84
Other receivables VI.7 865,582,766.96 961,263,981.87
Financial assets purchased under
resale agreements
Inventories VI8 22,506,295,717.51 21,503,524,800.18
Assets held for sale VI.9 1,233,866,625.56
Non-current assets due within one
year
Other current assets VII.10 4,689,319,508.59 4,389,760,018.83
Total current assets 92,827,750,984.64 88,332,451,429.22
Non-current assets:
Loans and advances granted
Available-for-sale financial assets VIL.11 1,558,455,723.48 1,415,354,307.82
Held-to-maturity investments
Long-term receivables
Long-term equity investments VII.12 13,424,669,075.65 12,992,767,394.28
Investment properties VI.13 30,957,475.27 31,214,015.99
Fixed assets VII.14 15,428,882,880.56 16,017,523,376.11
Construction in progress VII.15 2,582,745,338.39 1,530,390,130.25
Construction materials
Disposals of fixed assets VII.16 55,864,669.30 55,808,808.81
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Biological assets for production
Fuel assets
Intangible assets V.17 7,880,106,466.16 7,005,186,296.28
Development expenses VII.18 431,905,938.29 966,051,333.81
Goodwill VII.19 19,765,740,009.59 19,843,317,357.30
Long-term deferred expenses VII.20 138,323,193.86 123,768,671.33
Deferred income tax assets VI.21 1,835,322,019.19 1,895,213,404.67
Other non-current assets VII.22 1,504,629,147.08 1,254,064,181.76
Total non-current assets 64,637,601,936.82 63,130,659,278.41
Total assets 157,465,352,921.46 151,463,110,707.63
Current liabilities:
Short-term borrowings VI.23 11,804,553,521.32 10,878,580,275.18
Borrowings from central bank
Absorbing deposit and deposit in
inter-bank market
Placements from banks
Financial liabilities measured at fair
value and changes of which included in
current profit and loss
Derivative financial liabilities VII.24 4,440,154.26 2,524,569.45
Notes payable VII.25 19,372,741,431.66 16,378,699,659.77
Accounts payables VII.26 28,204,519,194.31 25,654,013,649.96
Receipts in advance V.27 3,485,578,719.92 5,833,552,815.05
Disposal of repurchased financial
assets
Handling charges and commissions
payable
Payables for staff’s remuneration VII.28 1,934,538,690.28 2,349,189,122.90
Taxes payable VII.29 1,770,431,545.54 1,909,260,527.42
Interests payable VI.30 69,033,152.51 57,656,458.79
Dividends payable VI.31 529,822,661.11 153,756,315.64
Other payables VI.32 11,077,488,012.51 10,805,162,943.62
Reinsurance accounts payable
Deposits for insurance contracts
Consumer deposits for trading in
securities
Amounts due to issuer for securities
underwriting
Liabilities held for sale VIL.9 296,505,653.77
yeell\rlon-current liabilities due within one | VII.33 3,108,306,051.60 2.850,325.000.00
Other current liabilities 23,474,888.62 21,729,198.70
Total current liabilities 81,681,433,677.41 76,894,450,536.48
Non-current liabilities:
Long-term borrowings VII.34 12,958,392,344.11 16,036,492,809.81
Debentures payable VII.35 6,348,069,093.79 6,211,088,362.68
Including: preference shares
Perpetual bonds
Long-term payable VII.36 100,337,376.67 106,020,029.74
Long-term payables for staff’s VIL.37 955,081,888.14 898,160,742.53
remuneration
Special payable
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Estimated liabilities VII.38 2,879,629,562.43 2,619,699,551.41
Deferred income VII.39 544,151,421.91 497,141,088.72
Deferred income tax liabilities ViI.21 162,602,680.85 279,114,620.35
Other non-current liabilities VII.40 1,228,485,262.18 1,170,936,828.55
Total non-current liabilities 25,176,749,630.08 27,818,654,033.79
Total liabilities 106,858,183,307.49 104,713,104,570.27
Owners’ equity
Share capital VIL.41 6,097,402,727.00 6,097,402,727.00
Other equity instruments VII.42 431,424,524.07 431,424,524.07
Including: preference shares
Perpetual bonds
Capital reserve VII.43 873,883,441.43 826,883,093.84
Less: Treasury stock
Other comprehensive income VII.44 270,306,171.37 -36,363,809.96
Special reserve
Surplus reserve VIL.45 2,103,057,782.41 2,103,057,782.41
General risk provisions
Undistributed profits VIL.46 25,491,176,805.98 22,793,110,884.09
Total equity attributable to owners of 35.267.251.452.26 32.215.515.201.45
the Parent company
Minority equity interests 15,339,918,161.71 14,534,490,935.91
Total owners’ equity 50,607,169,613.97 46,750,006,137.36
equi tiesTOtal liabilities and owners 157,465,352,921.46 | 151,463,110,707.63

Legal representative: Liang Haishan

Chief accountant: Gong Wei

Person in charge of accounting department: Ying Ke

Balance Sheet of the Parent Company

30 June 2018
Prepared by: Qingdao Haier Co., Ltd.
Unit and Currency: RMB
Items Notes | Closing balance | Opening balance
Current Assets:
Monetary Capital 1,785,793,566.41 2,070,527,802.97
Financial assets measured at fair value
and changes of which included in
current profit and loss
Derivative financial assets
Notes receivables
Accounts receivables XVII.1 309,470,832.66 288,499,726.07
Prepayments 23,119,823.77 20,000,000.00
Interests receivables 283,463,990.41 220,157,282.75
Dividends receivables 99,477,568.56 970,851,045.94
Other receivables XVII.2 1,822,932,745.96 15,895,048.43
Inventories 77,184,947.24 89,650,514.91

Assets held for sale

Non-current assets due within one
year
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Other current assets 271,541,009.97 87,165,597.70
Total current assets 4,672,984,484.98 3,762,747,018.77
Non-current assets:
Available-for-sale financial assets 5,288,839.52 5,818,587.80
Held-to-maturity investments
Long-term receivables 8,600,000,000.00 8,600,000,000.00
Long-term equity investments XVII.3 23,698,231,647.52 23,581,254,928.08
Investment properties
Fixed assets 115,045,273.03 118,553,830.32
Construction in progress 28,048,838.62 13,594,976.50
Construction materials
Disposals of fixed assets
Biological assets for production
Fuel assets
Intangible assets 7,356,456.57 14,601,582.38
Development expenses
Goodwill
Long-term deferred expenses 5,453,171.70
Deferred income tax assets 121,829,534.01 106,347,777.99
Other non-current assets 2,321,251.36
Total non-current assets 32,583,575,012.33 32,440,171,683.07
Total assets 37,256,559,497.31 36,202,918,701.84
Current liabilities:
Short-term borrowings 1,500,000,000.00
Financial liabilities measured at fair
value and changes of which included in
current profit and loss
Derivative financial liabilities
Notes payable
Accounts payables 221,198,720.89 310,387,267.67
Receipts in advance 2,673,252,010.26 2,465,908,721.32
Payables for staff’s remuneration 31,301,052.64 51,533,384.22
Taxes payable 26,192,674.33 62,255,803.87

Interests payable

126,112,976.64

156,447,167.63

Dividends payable

Other payables

22,529,346,801.59

21,112,143,360.73

Liabilities held for sale

Non-current liabilities due within one
year

Other current liabilities

16,045,131.53

12,498,265.43

Total current liabilities

27,123,449,367.88

24,171,173,970.87

Non-current liabilities:

Long-term borrowings

Debentures payable

Including: preference shares

Perpetual bonds

Long-term payable

20,000,000.00

20,000,000.00

Long-term payables for staff’s
remuneration

Special payables

Estimated liabilities

Deferred income

37,700,000.00

37,700,000.00

Deferred income tax liabilities

37,783,379.99

36,152,815.34

Other non-current liabilities
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Total non-current liabilities 95,483,379.99 93,852,815.34
Total liabilities 27,218,932,747.87 24,265,026,786.21
Owners’ equity:
Share capital 6,097,402,727.00 6,097,402,727.00
Other equity instruments
Including: preference shares
Perpetual bonds
Capital reserve 2,318,161,831.23 2,317,907,947.71
Less: Treasury stock
Other comprehensive income -13,478,890.15 -43,234,737.77
Special reserve
Surplus reserve 1,437,313,649.93 1,437,313,649.93
Undistributed profits 198,227,431.43 2,128,502,328.76
Total owners’ equity 10,037,626,749.44 11,937,891,915.63
Total liabilities and owners 37,256,559,497.31 36,202,918,701.84

equities

Legal representative: Liang Haishan

Chief accountant: Gong Wei

Person in charge of accounting department: Ying Ke

Consolidated Income Statement

January-June 2018
Unit and Currency: RMB
Items Notes Current period Previous period
I .Total operating revenue 88,591,626,626.07 77,585,007,913.93
Including: operating revenue V.47 88,591,626,626.07 77,585,007,913.93
Interest income
Insurance premiums earned
Fee and commission income
II. Total cost of operations 82,990,516,025.15 72,915,466,587.55
Including: operating cost VII.47 62,924,743,807.78 54,161,628,234.79
Interest expenses
Fee and commission expenses
Insurance withdrawal payment
Net payment from indemnity
Net provisions for insurance contract
Insurance policy dividend paid
Reinsurance cost
Taxes and surcharge VI1.48 404,415,631.92 345,530,712.80
Selling expenses VII.49 13,106,599,051.97 12,180,499,014.03
Administrative expenses VI.50 5,951,531,296.20 5,393,556,967.87
Financial expenses VII.51 424,983,265.35 611,674,697.24
Loss in assets impairment VII.52 178,242,971.93 222,576,960.82
Add: income from change”m fair value VI.53 36,661,921.50 412.063,845.15
(losses are represented by “-”)
Investment income (losses are VII.54 867.458.988.96 653,842,714.35

represented by “-)

Including: investment income of
associates and joint ventures
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Gain from (il‘IS,E)OS&| of assets (losses VIL.55 5,668,073.53 -7,148,339.24
are represented by “-”)
Exchange gain (losses are represented
by “_”)
Other income VII.56 224,292,412.02 134,742,567.52
‘I‘I_I,;)Operatmg profit (losses are represented by 6,735,191,096.93 5,863,042,114.16
Add: non-operating income VI.57 218,257,900.77 246,964,120.48
Less: non-operating expenses VII.58 48,392,538.09 77,391,457.25
li\}/l.“_T,gtal profit (total losses are represented 6,905,057,350.61 6,032,614.777.39
Less: income tax expense VI.59 966,639,681.13 758,022,158.23
‘Y,;)Net profit (net losses are represented by 5,038,417,678.48 5,274,592,619.16
() Classification by continuous
operation
_ LNet profit from continuous 5,938,417,678.48 |  5,274,592,619.16
operation (net losses are represented by “-”)
2. Net profit from discontinuous
operation (net losses are represented by “-”)
(INClassification by ownership of the
equity
1. Net profit attributable to owners of 4,858,795,529.42 4,416,867,240.37
the Parent company
o 2. Profit or loss attributable to 1,079,622,149.06 857.725.378.79
minority shareholders
V1. Other comprehensive income, net of tax VI.60 390,531,904.15 -194,096,720.26
Other comprehensive income attributable to 266.441.870.74 -161,578,679.72
owners of the Parent company, net of tax
(I) Other comprehensive income that
will not be reclassified subsequently to profit -6,952,267.73
or loss
1. Changes in net liabilities or net
assets arising from re-measurement of defined -6,952,267.73
benefit plans
2. Share of other comprehensive
income of investees that cannot be reclassified
to profit or loss under equity method
(1) Other comprehensive income to be 273.304.138.47 -161,578,679.72

reclassified subsequently to profit or loss

1. Share of other comprehensive
income of investees that will be reclassified
subsequently to profit or loss under equity
method

86,716,737.89

-122,040,176.25

2. Gain or loss from change in fair
value of available-for-sale financial assets

47,583,273.64

-2,347,023.98

3. Gain or loss arising from
reclassification from held-to-maturity
investments to available-for-sale financial
assets

4. Effective portion of gain or loss
arising from cash flow hedging instruments

22,583,059.17

37,469.92

5. Exchange differences on translation
of financial statements denominated in

116,511,067.77

-37,228,949.41
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foreign currencies

6. Other

Other comprehensive income attributable to

minority shareholders, net of tax 124,090,033.41 -32,518,040.54
VII. Total comprehensive income 6,328,949,582.63 5,080,495,898.90
" eTg\E\?rlw e‘i‘;”;??;iﬁ';’gr:%ﬁ@e attributable to 5,125,237,400.16 |  4,255,288,560.65
" eTm' O‘;ﬁ;‘fg;g?gﬁ;:‘égr'sncome attributable to 1,203,712,182.47 825,207,338.25
VIl . Earnings per share:
(1) Basic earnings per share (RMB/share) XX.1 0.797 0.724
(1)  Diluted earnings per share | XX.1 0.786 0.724

(RMB/share)

Legal representative: Liang Haishan

Chief accountant: Gong Wei

Person in charge of accounting department: Ying Ke

Income Statement of the Parent Company

January-June 2018
Unit and Currency: RMB
Items Notes Current period Previous period
I . Operating revenue XVII.4 1,624,154,028.46 1,543,112,325.65
Less: Operation cost XVII.4 1,120,062,552.26 1,125,099,741.07
Taxes and surcharge 9,974,166.62 9,124,152.47
Selling expenses 125,040,887.94 84,535,020.01
Administrative expenses 287,700,603.90 291,801,719.89
Financial expenses 61,816,257.99 45,432,212.79
Loss in assets impairment 96,210,989.68 49,240,545.55
Add: income from change in fair value
(losses are represented by “-”)
Investment income (losses are XVIL5 219,520,069.85 151,893,767.73
represented by “-)
Including: investment income of
associates and joint ventures
Income from disposal of assets (losses
are represented by “-”)
Other income 9,510,192.91 34,750,026.00
E’;)Operatlng profit (losses are represented by 152.378,832.83 124.522.727.60
Add: non-operating income 27,747,401.83 18,075,928.68
Less: hon-operating expenses 253,114.54 9,413.67
{)I}II.‘IS;[aI Profit (total losses are represented 179,873,120.12 142,589,242.61
Less: income tax expense -3,481,743.97 -10,390,190.96
IV ;)Net Profit (net losses are represented by 183,354.864.09 152.979.433.57
1.Net profit from continuous operations 183,354,864.09 152,979,433.57

(net losses are represented by “-”)
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2.Net profit from discontinuous
operations (net losses are represented by “-)

V. Other comprehensive income, net of tax

14,666,831.86

-13,603,497.91

(1) Other comprehensive income will not be

reclassified subsequently to profit or loss

1. Changes in net liabilities or net assets
arising from re-measurement of defined
benefit plans

2. Share of other comprehensive income
of investees that cannot be reclassified to
profit or loss under equity method

(1) Other comprehensive income to be
reclassified subsequently to profit or loss

14,666,831.86

-13,603,497.91

1. Share of other comprehensive income
of investees that will be reclassified
subsequently to profit or loss under equity
method

15,117,117.89

-13,949,016.48

2. Gain or loss from change in fair value
of available-for-sale financial assets

-450,286.03

345,518.57

3. Gain or loss arising from
reclassification from held-to-maturity
investments to available-for-sale financial
assets

4. Effective portion of gain or loss
arising from cash flow hedging instruments

5. Exchange differences on translation of

financial statements denominated in foreign
currency

6. Others

VI. Total comprehensive income

198,021,695.95

139,375,935.66

VII. Earnings per share:

(1) Basic earnings per share (RMB/
share)

(11) Diluted earnings per share

(RMB/share)

Legal representative: Liang Haishan Chief accountant: Gong Wei

Person in charge of accounting department: Ying Ke
Consolidated Cash Flow Statement
January-June 2018
Unit and Currency: RMB
Items Notes Current period Previous period
I . Cash flows from operating

activities:

Cash received from the sale of goods
and rendering of services

88,990,747,210.36

74,935,403,117.83

Net increase in consumer and
interbank deposits

Net increase in borrowing from
PBOC

Net cash increase in borrowing from
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other financial institutes

Cash received from premiums under
original insurance contract

Net cash received from reinsurance
business

Net increase in deposits of policy
holders and investment

Net increase from the disposal of
financial assets measured at fair value
and changes of which included in
current profit and loss

Cash received for interest, bank
charges and commissions

Net increase in cash borrowed

Net increase in cash received from
repurchase operation

Refunds of taxes

512,976,383.25

485,662,098.22

Cash received from other related
operating activities

ViI.e1

506,972,932.99

459,333,039.95

Sub-total of cash inflows from
operating activities

90,010,696,526.60

75,880,398,256.00

Cash paid on purchase of goods and
services

63,858,636,542.27

51,699,049,058.50

Net increase in loans and advances

Net increase in deposits in PBOC and
interbank

Cash paid for compensation payments
under original insurance contract

Cash paid for interest, bank charges
and commissions

Cash paid for insurance policy
dividend

Cash paid to and on behalf of
employees

9,237,917,423.80

7,150,233,117.84

Cash paid for all types of taxes

4,590,954,706.19

3,532,926,832.74

Cash paid to other operation related
activities

VII.62

6,954,801,900.32

5,063,786,588.46

Sub-total of cash outflows from
operating activities

84,642,310,572.58

67,445,995,597.54

Net cash flows from operating
activities

V.67

5,368,385,954.02

8,434,402,658.46

IT. Cash flows from investing
activities:

Cash received from disposal of
investments

2,089,760,985.51

13,500,000.00

Cash received from return on
investments

243,774,322.52

111,755,467.37

Net cash received from the disposal
of fixed assets, intangible assets and
other long term assets

66,472,237.59

38,490,006.64

Net cash received from disposal of
subsidiaries and other operating entities

5,916,992.24

Cash received from other
investment related activities

VII.63

102,448,074.88

Sub-total of cash inflows from

2,502,455,620.50

169,662,466.25
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investing activities

Cash paid on purchase of fixed

assets, intangible assets and other long 2,737,429,642.03 1,690,179,598.23
term assets
Cash paid for investments 2,541,755,500.75 802,287,173.10
Net increase in secured loans
_N_et _cash paid on acquisition of _ 54,786,726.52
subsidiaries and other operating entities
Cash _pe_u_d on other investment VII.64 72.282,503.66
related activities
_Sub-total of cash outflows from 5,351,467,646.44 2,547,253,497.85
Investing activities
. Netcash flows from investing -2,849,012,025.94 -2,377,591,031.60
activities
III. Cash flows from financing
activities:
Cash received from investment 80,422,640.20 403,277,599.87
Including: cash received by
subsidiaries from minority shareholders’
investment
Cash received from borrowings 4,509,988,283.98 12,542,711,276.95
Cash received from issuing bonds
Cash _re_cglved from other financing 75,828.87
related activities
__ Sub-total of cash inflows from 4,590,410,924.18 12,946,064,705.69
financing activities
Cash paid on repayment of 6,528,030,681.51 13,232,929,731.76
borrowings
_ Cashpaid on distribution of 2,233,319,529.73 130,616,690.52
dividends, profits, or interest expenses
Including: dividend, profit paid to
minority shareholders by subsidiaries
_ Cash paid on other financing VIL65 513,528,122.08 86,087,258.56
activities
__ Sub-total of cash outflows from 9,274,878,333.32 13,449,633,680.84
financing activities
_ Netcash flows from financing -4,684,467,409.14 -503,568,975.15
activities
IV. Effect of fluctuations in exchange 10.109,446.43 -74.862,962.90
rates on cash and cash equivalents
V. Net increase in cash and cash -2,154,984,034.63 5,478,379,688.81
equivalents
Add: balance of cash and cash VI.67
equivalents at the beginning of the 34,340,013,574.22 23,295,239,445.05
period
VI. Balance of cash and cash VII.67

equivalents at the end of the period

32,185,029,539.59

28,773,619,133.86

Legal representative: Liang Haishan

Person in charge of accounting department: Ying Ke
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Cash Flow Statement of the Parent Company

January-June 2018

Unit and Currency: RMB

Items

Notes

Current period

Previous period

I . Cash flows from operating
activities:

Cash received from the sale of

goods and rendering of Services 1,026,490,616.31 139,120,441.24

Refunds of taxes 11,759,645.04

Cash received from other related 150,663,743.56 50,673,786.01
operatlng activities

_ Sub-total of cash inflows from 1,188,914,004.91 189,794,227.25

operatlng activities

Cash paid on purchase of goods 334,977.272.61 817.622,677.26
and services

Cash paid to and on behalf of 519,466,890.74 460,813,118.91
employees

Cash paid for all types of taxes 114,511,009.96 95,721,014.98

Cash paid to other operation related 213,818,898.29 201,399,325.56

activities

Sub-total of cash outflows from
operating activities

1,182,774,071.60

1,575,556,136.71

Net cash flows from operating
activities

6,139,933.31

-1,385,761,909.46

IT. Cash flows from investing
activities:

Cash received from disposal of
investments

78,325.00

Cash received from return on
investments

1,053,181,844.07

279,713,897.32

Net cash received from the disposal
of fixed assets, intangible assets and
other long term assets

Net cash received from disposal of
subsidiaries and other operating entities

Cash received from other
investment related activities

Sub-total of cash inflows from
investing activities

1,053,260,169.07

279,713,897.32

Cash paid on purchase of fixed
assets, intangible assets and other long
term assets

14,341,911.75

1,791,373.41

Cash paid for investments

65,722,235.00

220,659,237.50

Net cash paid on acquisition of
subsidiaries and other operating entities

Cash paid on other investment
related activities

Sub-total of cash outflows from
investing activities

80,064,146.75

222,450,610.91

Net cash flows from investing
activities

973,196,022.32

57,263,286.41

III. Cash flows from financing
activities:
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Cash received from investment

Cash received from borrowings 1,500,000,000.00

Cash received from issuing bonds

Cash recel_ve_d_ from other financing 698,132,975.25
related activities

Sub—’go_tal of cash inflows from financing 1,500,000,000.00 698,132,975.25
activities

Cash paid on repayment of borrowings

Cash paid on distribution of dividends,

profits, or interest expenses 2,089,308,295.14

Cash paid on other financing activities 674,762,474.59

Sub—to_tal of qagh_ outflows from 2764.070,769.73

financing activities

Net cash flows from financing activities -1,264,070,769.73 698,132,975.25
IV. Effect of fluctuations in exchange 57754 11.138.42
rates on cash and cash equivalents

V. Net increase in cash and cash -284,734,236.56 -630,366,786.22
equivalents

Add: balance of cash and cash

equivalents at the beginning of the 2,070,527,802.97 3,888,623,400.28
period

V1. Balance of cash and cash 1,785,793,566.41 3,258,256,614.06

equivalents at the end of the period

Legal representative: Liang Haishan

Person in charge of accounting department: Ying Ke
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Consolidated Statement of Changes in Owner’s Equity

January-June 2018

Unit and Currency: RMB

Current period

Equity attributable to owners of the parent company
Items (_)ther equity Other General . Minority Total,
Share nstruments Capital Less: | compreh | Special | Surplus risk Undistri equity il
. Preferenc | Perpetua P Treasury p P P . buted S
capital reserve ensive reserve reserve | provisio .
e | Others stock . profits
income ns
share bonds
I . Closing balance for the | 6,097,40 431,424 | 826,883, -36,363, 2,103,05 22,793,1 | 14,534,490, | 46,750,006,
previous year 2,727.00 ,524.07 093.84 809.96 7,782.41 10,884.0 935.91 137.36
9
Add: changes in accounting
policies
Correction of previous
errors
The consolidation of
enterprises under common
control
Others
1. Opening balance for the | 6,097,40 431,424 | 826,883, -36,363, 2,103,05 22,793,1 | 14,534,490, | 46,750,006,
current year 2,727.00 ,524.07 093.84 809.96 7,782.41 10,884.0 935.91 137.36
9
[II. Increase/decrease and 47,000,3 306,669, 2,698,06 | 805,427,22 | 3,857,163,4
change of amount for the 47.59 981.33 5,921.89 5.80 76.61
current period (decrease is
represented by “-”)
(1) Total comprehensive 266,441, 4,858,79 | 1,203,712,1 | 6,328,949,5
income 870.74 5,529.42 82.47 82.63
(1) Capital injection and 47,000,3 -4,389.9 3,281,460.8 | 50,277,418.
reduction by owners 47.59 6 4 47
1. Ordinary shares invested 3,281,460.8 | 3,281,460.8
by shareholders 4 4
2. Capital injected by
holders of other equity
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instruments

3. Amount of shares
payment credited to owner’s

equity

4.Others 47,000,3 -4,389.9 46,995,957.
47.59 6 63

(11) Profit distribution -2,085,3 | -401,292,44 | -2,486,604,
11,732.6 6.68 179.31
3

1. Appropriation to surplus
reserves

2.Provisions for general
risks

3.Distribution to owners (or -2,085,3 | -401,292,44 | -2,486,604,
shareholders) 11,732.6 6.68 179.31
3

4.0Others

(V) Internal transfer of
owner’s equity

1. Transfer of capital
reserves into capital (or
share capital)

2. Transfer of surplus
reserves into capital (or
share capital)

3. Surplus reserves used for
remedying loss

4.0thers

(V) Special reserve

1. Appropriated for the
period

2. Utilized for the period

(V1) Others 40,232,5 -75,417, | -273,970.83 | -35,459,345
00.55 874.90 .18

IV. Closing balance for the 6,097,40 431,424 | 873,883, 270,306, 2,103,05 25,491,1 | 15,339,918, | 50,607,169,
period 2,727.00 ,524.07 441.43 171.37 7,782.41 76,805.9 161.71 613.97
8
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Previous period

Equity attributable to owners of the parent company

Items C_)ther equity . Other General _— Minority LLEEL ,
Share Instruments Capital Less: compreh | Special Surplus risk Undistri equity owners
) Preferen | Perpetu Treasury i - buted equity
capital reserve ensive reserve reserve | provisio i
ce al Others stock . profits
income ns
share bonds
I . Closing balance for the 6,097,63 83,383,1 | 1,041,96 | 566,238, 2,074,11 17,544,3 | 11,215,641, | 37,580,366,
previous year 0,727.00 94.51 0.00 911.96 8,571.01 95,965.3 001.64 411.47
5
Add: changes in accounting
policies
Correction of previous
errors
The consolidation of 748,523. 2,341,50 70,372,7 | 26,711,159. | 100,173,97
enterprises under common 61 6.77 86.35 52 6.25
control
Others
1T .Opening balance for the 6,097,63 83,383,1 | 1,041,96 | 566,987, 2,076,46 17,614,7 | 11,242,352, | 37,680,540,
current the period 0,727.00 94.51 0.00 435.57 0,077.78 68,751.7 161.16 387.72
0
[II.Increase/decrease and 232,071, -161,578 2,904,71 | 1,977,325,3 | 4,952,529,3
change of amount for the 264.01 ,679.72 1,364.07 59.63 07.99
period (decrease is
represented by “-”)
(1) Total comprehensive -161,578 4,416,86 | 825,207,33 | 5,080,495,8
income ,679.72 7,240.37 8.25 98.90
(1) Capital injection and 232,071, 1,401,209,0 | 1,633,280,2
reduction by owners 264.01 01.28 65.29
1. Ordinary shares invested 231,991, 1,401,208,3 | 1,633,199,9
by shareholders 591.90 71.06 62.96

2. Capital injected by
holders of other equity
instruments

3. Amount of shares
payment credited to owner’s

equity
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4. Others 79,672.1 630.22 80,302.33
1

rofit distribution -4, ) - ) ) -1, ) )
(11) Profit distributi 1,512,1 249,090,9 1,761,246
55,876.3 79.90 856.20

0

1. Appropriation to surplus
reserves

2. Provisions for general
risks

3. Distribution to owners (or -1,512,1 | -249,090,9 | -1,761,246,
shareholders) 55,876.3 79.90 856.20
0

4. Others

(V) Internal transfer of
owner’s equity

1. Transfer of capital
reserves into capital (or
share capital)

2. Transfer of surplus
reserves into capital (or
share capital)

3. Surplus reserves used for
remedying loss

4.0thers

(V) Special reserve

1. Appropriated for the
period

2. Utilized for the period

(V1) Others

IV. Closing balance for the 6,097,63 315,454, | 1,041,96 | 405,408, 2,076,46 20,519,4 | 13,219,677, | 42,633,069,
period 0,727.00 458.52 0.00 755.85 0,077.78 80,115.7 520.79 695.71
7

Legal representative: Liang Haishan Chief accountant: Gong Wei Person in charge of accounting department: Ying Ke
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Statement of Changes in Owner’s Equity of the Parent Company

January-June 2018
Unit and Currency: RMB

Current period
Other equity ) Other -
Items Share Instruments Capital - Less: comprehen |  Special Surplus Un(%{lesérlbu OI;E'S,
capital Preference | Perpetual Others reserve getzf:lliry sive reserve reserve profits equity
share bonds income
I . Closing balance for the 6,097,402,7 2,317,907, -43,234,73 1,437,313, | 2,128,502, | 11,937,891
previous period 27.00 947.71 7.77 649.93 328.76 ,915.63
Add: changes in accounting
policies
Correction of previous
errors
Others
1T .Opening balance for the 6,097,402,7 2,317,907, -43,234,73 1,437,313, | 2,128,502, | 11,937,891
current period 27.00 947.71 7.77 649.93 328.76 ,915.63
[1I.Increase/decrease and 253,883.52 29,755,84 -1,930,274 | -1,900,265
change of amount for the 7.62 ,897.33 ,166.19
period (decrease is represented
by “-7)
(1) Total comprehensive 14,666,83 183,354,8 | 198,021,69
income 1.86 64.09 5.95
(1) Capital injection and 253,883.52 253,883.52
reduction by owners
1. Ordinary shares invested by
shareholders
2. Capital injected by holders
of other equity instruments
3. Amount of shares payment
credited to owner’s equity
4. Others 253,883.52 253,883.52
(1) Profit distribution -2,085,311 | -2,085,311
,732.63 ,732.63
1. Appropriation to surplus
reserves
2. Distribution to owners (or -2,085,311 | -2,085,311
shareholders) ,732.63 ,732.63
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3. Others

(V) Internal transfer of
owner’s equity

1. Transfer of capital reserves
into capital (or share capital)

2. Transfer of surplus reserves
into capital (or share capital)

3. Surplus reserves used for
remedying loss

4.0Others

(V) Special reserve

1. Appropriated for the period

2. Utilized for the period

(VI) Others 15,089,01 -28,318,02 | -13,229,01
5.76 8.79 3.03
1V. Closing balance for the 6,097,402,7 2,318,161, -13,478,89 1,437,313, | 198,227,4 | 10,037,626
period 27.00 831.23 0.15 649.93 31.43 ,749.44
Previous period
Other equity _ Other o
Items Share Instruments Capital Less: comprehen |  Special Surplus Lo el
capital Preference | Perpetual reserve Treasury sive reserve reserve ted owners
Others stock _ profits equity
share bonds income
I . Closing balance for the | 6,097,630,7 2,061,597, | 1,041,960. | -10,881,60 1,389,846, | 2,258,102, | 11,795,253
previous period 27.00 739.78 00 3.15 284.51 166.73 ,354.87
Add: changes in accounting
policies
Correction of previous
errors
Others
II. Opening balance for the | 6,097,630,7 2,061,597, | 1,041,960. | -10,881,60 1,389,846, | 2,258,102, | 11,795,253
current period 27.00 739.78 00 3.15 284.51 166.73 ,354.87
II . Increase/decrease and 29,180.39 -13,603,49 -1,359,176 | -1,372,750
change of amount for the 7.91 442.73 ,760.25
period (decrease is
represented by “-”)
(1) Total -13,603,49 152,979,4 | 139,375,93
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comprehensive income

7.91

33.57

5.66

(1) Capital injection and
reduction by owners

29,180.39

29,180.39

1. Ordinary shares invested
by shareholders

2. Capital injected by holders
of other equity instruments

3. Amount of shares payment
credited to owner’s equity

4.0Others

29,180.39

29,180.39

(11) Profit distribution

-1,512,155
,876.30

-1,512,155
,876.30

1. Appropriation to surplus
reserves

2.Distribution to owners (or
shareholders)

-1,512,155
,876.30

-1,512,155
,876.30

3.0thers

(IV) Internal transfer of
owner’s equity

1. Transfer of capital reserves
into capital (or share capital)

2. Transfer of surplus
reserves into capital (or share
capital)

3. Surplus reserves used for
remedying loss

4.0thers

(V) Special reserve

1. Appropriated for the period

2. Utilized for the period

(VI) Others

IV. Closing balance for the
period

6,097,630,7
27.00

2,061,626,
920.17

1,041,960.
00

-24,485,10
1.06

1,389,846,
284.51

898,925,7
24.00

10,422,502
,594.62

Legal representative: Liang Haishan

Chief accountant: Gong Wei
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I11. General Information of the Company

1. Overview of the Company

VApplicable oNot Applicable

The predecessor of Qingdao Haier Co., Ltd. (herein after referred to as the “Company”) was
Qingdao Refrigerator Factory, which was established in 1984. As permitted to offering by People's Bank
of China, Qingdao Branch on 16 December 1989, approved by Qing Ti Gai [1989] No.3 on 24 March
1989, based on the reconstruction of the original Qingdao Refrigerator Factory, a limited company was
set up by directional fund raising of RMB150 million. In March and September 1993, as approved by
the document of Qing Gu Ling Zi [1993] No. 2 and No. 9 issued by the pilot leading team of Qingdao
joint stock company, the Company was converted from a directional offering company to a public
subscription company, and issued additional 50 million shares to the public and listed with trading on
SSE in November 1993.

The Company’s registered office is located at the Haier Industrial Park of Laoshan District,
Qingdao, Shandong Province, and the headquarters is located at the Haier Industrial Park of Laoshan
District, Qingdao, Shandong Province.

The Company is mainly engaged in manufacturing and trading as well as R&D of refrigerator,
air-conditioner, freezer, washing machine, water heater, dishwashers, gas stove and relevant products
and commercial circulation business.

The Company’s ultimate holding company is Haier Group Corporation.

These financial statements have been approved for publication by the Board of the Company on 30
August 2018. According to the Article of Association, these financial statements will be provided for

consideration and approval of the general meeting.

2. Scope of consolidated financial statements
\/Applicable oONot Applicable

For details of changes in the scope of consolidated financial statements for the period, please refer

to “VIII. Changes in Consolidation Scope” and “IX. Interests in Other Entities” of this note.

IV. Basis of Preparation of the Financial Statements
1. Basis of Preparation

The financial statements of the Company were prepared on the going concern basis according
to the transactions and matters actually occurred, in accordance with the Accounting Standards for
Enterprises — Basic Standards published by the Ministry of Finance, specific accounting standards,
and guidance on application of accounting standards for enterprises, interpretations to accounting
standards for enterprises and other relevant requirements (hereinafter collectively referred to as the
“Accounting Standards for Enterprises™) which issued subsequently, and in combination with the

disclosure provisions of the Rules for the Information Disclosure and Compilation of Companies
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Publicly Issuing Securities No.15: General Provisions for Financial Report (Revised in 2014) of
CSRC as well as the following significant accounting policies and accounting estimation.

2. Continuing Operation

VApplicable oNot Applicable

The Company has ability to continue its operation for at least 12 months since the end of the
reporting period and there is no significant events affecting its ability to continue as a going concern.
V.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES
Tips of specific accounting policies and accounting estimation:
Applicable oNot Applicable

According to the characteristics of its production and operation, the Company formulated a series
of specific accounting policies and accounting estimates, including the provisions for impairment for
accounts receivable (Note V.11); the measurement of inventories (Note V.12); the depreciation and
amortization of the investment properties (Note V.14); the depreciation of fixed assets (Note V.15); the
amortization of intangible assets (Note V.18); the criterion for determining of long-term assets

impairment (Note V.19); and the date of revenue recognition (Note V.24), etc..

1. Statement of compliance with enterprise accounting standards

The financial statements prepared by the Company meet the requirements of the enterprise
accounting standards, which accurately and completely reflected information relating to the financial

condition as of 30 June 2018, operation result and cash flow of the Company in January to June 2018.

2. Accounting period

The accounting year of the Company is from 1 January each year to 31 December of the same year

in solar calendar.

3. Operating cycle
JApplicable oNot Applicable

The Company takes 12 months as an operating cycle, which is also the classification basis for the

liquidity of its assets and liabilities.

4. Recording currency

RMB is the recording currency of the Company.
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5. Accounting methods of enterprise combinations involving entities under common control and
entities not under common control

VApplicable oNot Applicable

An enterprise combination is a transaction or event that brings together two or more separate entities
into one reporting entity. Enterprise combinations are classified into enterprise combinations under
common control and enterprise combinations not under common control.

(1) Enterprise combinations under common control

An enterprise combination under common control is an enterprise combination in which all of the
combining entities are ultimately controlled by the same party or parties both before and after the
combination, and that control is not transitory. For enterprise combination under common control, the
party that obtains the control over the other parties on the combination date is the acquirer, and other
parties involving in the enterprise combination are the acquiree. The combination date is the date on
which the acquiring party effectively obtains the control over the party being acquired.

In case the consideration for long-term equity investments formed in enterprise combination under
common control is paid by ways of cash, transfer of non-cash assets or assumption of debts, the
Company will regard the share of carrying amounts of the net assets of the acquiree in the ultimate
controller’s consolidated financial statements obtained as the initial investment cost of long-term equity
investments as at the date of combination. For carrying value of net assets of the acquiree is negative as
at the date of combination, investment cost of long-term equity investment is calculated as zero. In case
the acquiree is controlled by the ultimate controller by the enterprise combination under non-common
control before combination, the initial investment cost of the long-term equity investment of the acquirer
includes relevant goodwill. The Company should adjust the capital reserve (capital premium or share
premium) in accordance with the differences between initial investment cost of the long-term equity
investment and the cash paid, the non-cash assets transferred and the carrying value of liability assumed;
in case the balance of the capital reserve (capital premium or share premium) is insufficient for the
elimination, the surplus reserves and undistributed profits shall be used to dilute such expenses in order.
In case the consideration for the combination is paid by issuance of equity instruments, the aggregate
nominal value of shares issued will be deemed as the share capital. The difference between the initial

investment cost of long-term equity investments and aggregate nominal value of shares issued shall be
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adjusted to capital reserve (capital premium or share premium), in case the capital reserve (capital
premium or share premium) is insufficient for the elimination, the surplus reserves and undistributed
profits shall be used to dilute such expenses in order.

Intermediary fees (such as audit, legal services and valuation consultancy) and other relevant
management fees incurred in the enterprises combination by the acquirer are credited in profit or loss in
the period when they occurred. Trading expenses in direct relation to the issuance of equity instrument
as the consideration for the combination is written down to the capital reserve (share premium), where
the capital reserve (share premium) is insufficient, and to surplus reserves and undistributed profits in
order. Trading expenses in direct relation to the issuance of debt instrument as the consideration for the
combination is included in the initial recognition amount of the debt instrument.

For enterprise combination under common control realized through several transactions step by step,
in case of a package transaction, all the transactions are accounted as one transaction that has acquired
the control; in case of not a package transaction, in the financial statement of parent company the capital
reserve ( share premium) is adjusted by the difference between the initial investment cost and the sum of
the carrying value of the original long-term equity investment and the book value of the new payment
consideration for further acquisition of shares with the share of acquirer's owner's equity on the date of
combination in case calculated on the proportion of shareholding on the date of combination as its initial
investment cost; where the capital reserve is insufficient, the retained earnings will be used to offset such
expenses.

In the consolidated financial statements, the long-term equity investment held by the combining
party before the date of acquiring control of the combined parties, and the profit and loss, the other
comprehensive income and changes in the other owners’ equity recognized during the period between
the later of the date of acquisition and the date when the combining and the combined parties are under
the common control of the same party and the date of combination, are written down to the retained
earnings or current profit or loss at the beginning of the comparative reporting period, respectively.

(2) Enterprise combinations involving entities not under common control

An enterprise combination not under common control is an enterprise combination in which all of

the combining entities are not ultimately controlled by the same party or parties both before and after the
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combination. For enterprise combination not under common control, the party that obtains the control of
the other parties at the combination date is the acquirer; other parties involving in the enterprise
combination are the acquirees. The combination date is the date on which the acquirer effectively
obtains control of the acquirees.

In enterprise combination involving entities not under common control, the cost of combination
shall be the sum of the assets paid, obligations incurred or assumed and the fair value of the equity
securities issued by the acquirer for obtaining control of the acquiree at the date of acquisition.
Intermediary fees (such as audit, legal services and valuation consultancy) and other relevant
management fees incurred by the acquirer for the purpose of enterprise combination are credited in
profit or loss in the period when they occurred. Transaction fees for the equity instruments or debt
instruments issued by the acquirer as combination consideration is included in the initial recognition
amount of such equity instruments or debt instruments. Contingent consideration involved shall be
recorded as the combination cost based on its fair value on the acquisition date. Should any new or
further evidence arises within 12 months after the acquisition date and makes it necessary to adjust the
contingent consideration on the acquisition date, the goodwill arising from the enterprise combination
shall be amended accordingly.

The cost of combination and identifiable net assets obtained by the acquirer in an enterprise
combination are measured at fair value on the acquisition date. Where the cost of the combination
exceeds the acquirer’s interest in the fair value of the acquiree’s identifiable net assets, the difference is
recognized as goodwill; where the cost of combination is lower than the acquirer’s interest in the fair
value of the acquiree’s identifiable net assets, the difference is initially recognized in profit or loss for
the current year after a review of computation for the identifiable assets, liabilities or fair value of
contingent liabilities and combination cost, and where the combination cost is still lower than the fair
value of the identifiable net assets of the acquiree obtained during the course of combination, then the
difference is recorded in the current profit and loss.

In enterprise combination involving entities not under common control that is realized in phases
through multiple exchange transactions, in the individual financial statements of parent company, the

sum of the book value of the equity investment of the acquiree held before the date of acquisition and
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the cost of new investment on the date of acquisition are recognized as the initial investment cost of such
investment.

In the consolidated financial statement, the equity of the acquiree held before the date of acquisition
is re-measured at the fair value on the date of acquisition, and the difference between the fair value and
book value is included in current investment income; where the equity of the acquiree held before the
date of acquisition involves the other comprehensive income, such equity and relevant other
comprehensive income are transferred to current investment income on the date of acquisition, other
than the other comprehensive income that cannot be reclassified into the current profit or loss.

The fair value on the acquisition date of equity interest in the acquiree prior to the acquisition date
and the fair value of the considerations paid for the acquisition of the new equity on the acquisition date
are regarded as the combination costs of the Company, comparing with aquirer's share of the fair value
on the acquisition date of the acquiree's net identifiable assets on the proportion of the shareholding on
the acquisition date to confirm the goodwill that required to be recognized on the acquisition date or the

amount that shall be included in the current consolidated profit or loss.

6. Preparation method of consolidated financial statements

Applicable oNot Applicable

(1) Scope of consolidated financial statements

The Company incorporated all of its subsidiaries (including the separate entities controlled by the
Company) into the scope of consolidation financial statements, including the enterprises under the
Company’s control, divisible part in the investees and structured entities.

(2) To unify the accounting policies, balance sheets date and accounting periods of the Company
and subsidiaries

When preparing consolidated financial statements, adjustments are made if subsidiaries’ accounting
policies or accounting periods are different from that of the Company, in accordance with the
Company’s accounting policies and accounting periods.

(3) Offset matters in the consolidated financial statements

The consolidated financial statements shall be prepared on the basis of the balance sheets of the

Company and subsidiaries, which offset the internal transactions incurred between the Company and
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subsidiaries and among subsidiaries. The owner’s equity of the subsidiaries not attributable to the parent
company, as minority equity interests, shall be presented as “minority equity interest” under the owners’
equity item in the consolidated balance sheet.

The long-term equity investment of the Company held by the subsidiaries, deemed as treasury stock
of the corporate group as well as the reduction of owners’ equity, shall be presented as “Less: Treasury
stock” under the owners’ equity item in the consolidated balance sheet.

(4) Accounting treatment of subsidiaries acquired from combination

For subsidiaries acquired from enterprise combination under common control, the assets, liabilities,
operating results and cash flows of the subsidiaries are included in the consolidated financial statements
from the beginning of the period in which the combination took place, as if the combination has taken
since the ultimate controller began its control. When preparing the consolidated financial statements, for
the subsidiaries acquired from enterprise combination under non-common control, separate financial
statement will be adjusted on the basis of their fair values of the identifiable net assets on the date of
acquisition.

7. Classification of joint arrangement and accounting methods of joint operations
Applicable oNot Applicable

A joint arrangement refers to an arrangement jointly controlled by two or more parties. In
accordance with the Company’s rights and obligations under a joint arrangement, the Company
classifies joint arrangements into: joint operations and joint ventures.

Joint operations refer to a joint arrangement in which the Company is a party and is entitled to
relevant assets and obligations of this arrangement. The Company recognizes the following items in
relation to its interest in a joint operation, and accounts the same in accordance with relevant accounting
standards for business enterprises:

(1) recognize the assets held solely by the Company, and recognize assets held jointly by the
Company in appropriation to the share of the Company; (2) recognize the obligations assumed solely by
the Company, and recognize obligations assumed jointly by the Company in appropriation to the share
of the Company; (3) recognize revenue from disposal of joint operations in appropriation to the share of

the Company; (4) recognize revenue from disposal of joint operations in appropriation to the share of the
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Company; (5) recognize fees solely occurred by the Company and recognize fees from joint operations
in appropriation to the share of the Company.

When the Company, as a joint venture, invests or sells assets to or purchase assets (the assets do not
constitute a business, the same below) from joint operations, the Company shall only recognize the part
of profit or lost from this transaction attributable to other parties of joint operations before these assets
are sold to a third party. In case of an impairment loss incurred on these assets which meets the
requirements as set out in “Accounting Standards for Business Enterprises No. 8 — Asset Impairment”,
the Company shall full recognize the amount of this loss in relation to its investment in or sale of assets
to joint operations, or recognize the loss according to the Company’s share of commitment in relation to
the its purchase of assets from joint operations.

Joint ventures refer to a joint arrangement during which the Company only is entitled to net assets
of this arrangement. Investment in joint venture is accounted for using the equity method according to

the accounting policies referred to under “13 Long-term equity investment” of this Note V.

8. Recognition standard for cash and cash equivalents

Cash recognized in the cash flow statements represents the cash on hand and deposits available for
payment of the Company at any time.

Cash equivalents recognized in the cash flow statements refer to short-term, highly liquid
investments held by the Company that are readily convertible to known amounts of cash and which are

subject to an insignificant risk on change in value.

9. Foreign currency businesses and translation of foreign currency statements
Applicable oNot Applicable

(1) Translation of Foreign currency transactions

If foreign currency transactions occur, they are translated into the amount of functional currency by
applying the spot exchange rate at the transaction date.

Monetary items denominated in foreign currencies are translated into functional currencies at the
rates of exchange ruling at the balance sheet date. All foreign exchange difference are credited into the

current profit or loss, except (U those arising from the funds denominated in foreign currency specially
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borrowed for the establishment of the qualifying assets are treated based on the principal of
capitalization of borrowing costs; @ those arising from the other changes in the balance other than
amortized cost of available-for-sale monetary items denominated in foreign currency are recognized in
the other comprehensive income.

Non-monetary items in foreign currency measured at historical cost are translated using the spot
exchange rate prevailing on the date when transaction occurred and its functional currency shall remain
unchanged. Non-monetary items denominated in foreign currencies that are measured at fair value are
translated using the foreign exchange rate at the date the fair value is determined; the exchange
differences between the translated and original amounts of functional currencies are recognized in the
statement of profit or loss or other comprehensive income as changes in fair value (including changes in
exchange rate).

(2) Translation of foreign currency financial statements

If the functional currencies used as the bookkeeping base currency by the subsidiaries, joint ventures
and associates under the control of the Company are different from that of the Company, their financial
statements denominated in foreign currencies shall be translated to perform accounting and prepare the
consolidated financial statements.

The assets and liabilities of the balance sheet are translated using the spot exchange rate at the
balance sheet date; all items except for “undistributed profits” of the owner’s equity are translated at the
spot exchange rate on the transaction date. The revenue and expenses in the income statement are
translated using the approximate rate of the spot exchange rate on the transaction date. Differences
arising from the translation of foreign currency financial statements are presented as the “other
comprehensive income” in the owner’s equity of the balance sheet.

Foreign currency cash flows are translated using the approximate rate of the spot exchange rate on
the transaction date. The impact of exchange rate changes on cash amount is reflected separately in the
cash flow.

When disposing overseas operations, the translation difference related to the overseas operation
shall be transferred together or as the percentage of disposing the overseas operation to profit or loss for

the period of disposal.
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10. Financial instruments

VApplicable oNot Applicable

(1) Classification, recognition and measurement of financial instruments

A financial asset or a financial liability is recognized when the Company becomes a contractual
party of a financial instrument. Financial assets and financial liabilities are measured at fair value upon
initial recognition. Related transaction costs are recorded directly in current profit or loss for financial
assets and financial liabilities at fair value with its change consolidated in profit/loss, or included in the
amount recognized initially for other types of financial assets and financial liabilities.

Determination of the fair value of financial assets and financial liabilities: Fair value refers to the
price receivable from the exchange of an asset or payable for the settlement of a liability in a fair
transaction between knowledgeable and willing counterparties. The fair value of financial instruments
where there is an active market is determined based on the quoted price in such market, which refers to
the price regularly available from exchanges, brokers, trade associations and pricing service agencies
that represents the price adopted in an arm’s length transaction which actually occurred in the market.
For financial instruments where there is no active market, the fair value is determined using valuation
techniques. Such techniques include reference to prices used in recent market transactions between
knowledgeable and willing counterparties, reference to the current fair value of another instrument
which is substantially the same, discounted cash flow analysis and option pricing models or other
valuation models.

Financial assets are classified into financial assets at fair value with its change consolidated in
profit/loss, held-to-maturity investments, loans and receivables, and available-for-sale financial assets
upon initial recognition. Classification of financial asset other than receivables is based on the purpose
and capability of financial asset held by the Company and its subsidiaries. The financial liabilities are,
on initial recognition, classified into financial liabilities at fair value with its change consolidated in
profit/loss and other financial liabilities.

Financial assets at fair value with its change consolidated in profit/loss include financial assets held
for trading and financial assets designated as at fair value with its change consolidated in profit/loss. All
financial assets at fair value with its change consolidated in profit/loss of the Company are financial
assets held for trading. Financial assets may be classified as financial assets held for trading if one of the
following conditions is met: (O the financial asset is acquired principally for the purpose of sale or
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repurchase in the near term; @ the financial asset is part of a portfolio of identified financial
instruments that are managed together and for which there is an objective evidence of recent pattern of
short-term profit-taking; or 3 the financial asset is a derivative, excluding the derivatives designated as
effective hedging instruments, the derivatives classified as financial guarantee contract, and the
derivatives linked to an equity instrument investment, which has no quoted price in an active market nor
a reliably measured fair value, and required to be settled through delivery of that equity instrument. A
financial asset may be designated as at fair value with its change consolidated in profit/loss upon initial
recognition only when one of the following conditions is satisfied: (O such designation eliminates or
significantly reduces a measurement or recognition inconsistency that would otherwise result from
measuring assets or recognizing the gains or losses on them on different bases; @ the financial asset
forms part of a group of financial assets or a group of financial assets and financial liabilities, which is
managed and its performance is evaluated on a fair value basis, in accordance with the Company’s
documented risk management or investment strategy, and information about the grouping is reported to
key management personnel on that basis; or (3 pursuant to Accounting Standards for Enterprises No.
22 — Recognition and Measurement of Financial Instruments, the financial asset is designated as
combination instrument of financial assets measured at fair value through current profit or loss and
related to embedded derivatives. A financial asset at fair value with its change consolidated in profit/loss,
except for those falling under cash flow hedging, is subsequently measured at fair value. Any gains or
losses arising from changes in the fair value are recognized in profit or loss of changes in the fair value.
Interests or cash dividends received during the period in which such assets are held, are recognized as
investment income; on disposal, the differences between the consideration received and initial
recognized amount are recognized as investment income and the gain or loss from changes in fair value
shall be adjusted accordingly.

Held-to-maturity investments are non-derivative financial assets that have fixed or determinable
payments and fixed maturity and for which the Company has the positive intention and ability to hold to
maturity. Held-to-maturity investments are measured subsequently at amortized cost by using the
effective interest rate method. Gains or losses arising from de-recognition, impairment or amortization
are recognized in the profit or loss in 2016.

The effective interest method is a method of calculating the amortized cost of a financial asset and

of allocating interest income or expense over each period based on the effective interest of a financial
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asset or a financial liability (including a group of financial assets or financial liabilities). The effective
interest rate is the rate that discounts future cash flows from the financial asset or financial liability over
its expected life or (where appropriate) a shorter period to the carrying amount of the financial asset or
financial liability. In calculating the effective interest rate, the Company will estimate the future cash
flows (excluding future credit losses) by taking into account all contract terms relating to the financial
assets or financial liabilities whilst considering various fees, transaction costs and discounts or premiums
which are part of the effective interest rate paid or received between the parties to the financial assets or
financial liabilities contracts.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. Financial assets, including Notes receivable, accounts receivable,
other receivables and long-term receivables are classified as loans and receivables by the Company.
Loans and receivables are subsequently measured at amortized cost using the effective interest method.
Gain or loss on derecognition, impairment or amortization is recognized with its change consolidated in
profit/loss for the period.

Available-for-sale financial assets include non-derivative financial assets designated as
available-for-sale at initial recognition, and the financial assets other than financial assets at fair value
with its change consolidated in profit/loss, loans and receivables, and held-to-maturity investments.
Available-for-sale financial assets are subsequently measured at fair value, the gains or losses arising
from changes in fair value, except for impairment losses and exchange difference related to monetary
financial assets and amortized cost which are recognized in profit or loss, are recognized in other
comprehensive income and reclassified to profit or loss when the financial assets are derecognized.
Interests calculated in the effective interest method during the holdings of available-for-sale financial
assets and cash dividends declared by investees are recognized in investment incomes. On disposal, the
differences between the consideration received and the carrying amount of assets after deducting the
accumulated fair value adjustments previously recorded in capital reserves are recorded as investment
income. However, an equity instrument investment which has no quoted price in an active market nor a
reliably measured fair value, and a derivative financial asset (or derivative financial liability) linked to
such equity instrument and required to be settled through delivery of that equity instrument are measured
at cost.

Derivative financial instruments include forward foreign exchange contracts and interest rate swap
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contracts, etc. Derivative financial instruments are initially recognized at fair value at the execution date
of relevant contracts, and subsequently measured at fair value. Expect for the derivative financial
instruments designated as hedging instruments with a highly effective hedging, of which the profit or
loss arising from the changes in fair value will be included in the corresponding profit or loss depending
on the nature of hedging relations and the accounting requirements of hedging tools, the changes in the
fair value of all other derivative financial instruments will be included in the current profit or loss.

For hybrid instruments containing embedded derivatives, an embedded derivative is separated from
the hybrid instrument, where the hybrid instrument is not designated as a financial asset or financial
liability at fair value with its change consolidated in profit/loss, and treated as a stand-alone derivative if
the economic characteristics and risks of the embedded derivative are not closely related to those of the
host contract, and a separate instrument with the same terms as the embedded derivative would be in
compliance with the definition of a derivative. If the Group is unable to measure the embedded
derivative separately either at acquisition or at a subsequent balance sheet date, it will designate the
entire hybrid instrument as a financial asset or financial liability at fair value with its change
consolidated in profit/loss.

Equity instruments refer to the contracts proving the ownership of the remaining equities in the
assets of the Company upon the deduction of all the liabilities. The consideration received from the issue
of the equity instruments increases the shareholders’ equity upon the deduction of the transaction costs.
The allocations made by the Company to the holders of equity instruments (excluding stock dividends)
decrease shareholders’ equity. The Company does not recognize the change in the fair value of equity
instruments.

(2) Recognition and measurement of transfers of financial asset

Financial asset that satisfied any of the following criteria shall be derecognized: (O the contract
right to recover the cash flows of the financial asset has terminated; @ the financial asset, along with
substantially all the risk and return arising from the ownership of the financial asset, has been transferred
to the transferee; or® the financial asset has been transferred, and the Company has given up the
control on such financial asset, though it does not assign or maintain substantially all the risk and return
arising from the ownership of the financial asset.

When the Company does not either assign or maintain substantially all the risk and rewards of

ownership of the financial asset and does not give up the control on such financial asset, to the extent of
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its continuous involvement in the financial asset, the Company recognizes it as a related financial asset
and recognizes the relevant liability accordingly. The extent of the continuous involvement is the extent
to which the Company exposes to changes in the value of such financial assets.

On derecognition of a financial asset, the difference between the following amounts is recognized
in profit or loss in the period: the carrying amount and the sum of the consideration received and any
accumulated changes in fair value that had been recognized originally and directly in capital reserve. If a
part of the financial assets qualifies for derecognition, the carrying amount of the financial asset is
allocated between the part that continues to be recognized and the part that qualifies for derecognition,
based on the fair values of the respective parts. The difference between the following amounts is
recognized in profit or loss in the period when the carrying amount of the part that qualifies for
derecognition and the sum of the consideration received and any accumulated changes in fair value that
had been recognized originally and directly in capital reserve.

Financial assets and financial liabilities are offset and the net amount is reported in the balance
sheet if there is currently an enforceable legal right to offset the recognized financial assets and financial
liabilities and there is an intention to settle on a net basis, or to realize the assets and settle the liabilities
simultaneously. Otherwise, financial assets and financial liabilities are presented separately in the
balance sheet without being offset.

(3) Classification, recognition and measurement of financial liabilities

The Company classifies financial liabilities and equity instruments according to the substance of
the contractual arrangements of the financial instrument and the definitions of a financial liability and an
equity instrument. Financial liabilities are classified as financial liabilities at fair value with its change
consolidated in profit or loss and other financial liabilities at initial recognition.

Financial liabilities at fair value with its change consolidated in profit or loss include financial
liabilities held for trading and financial liabilities designated as at fair value with its change included in
profit or loss.

Financial liabilities may be classified as financial liabilities held for trading if one of the following
conditions is met: (O The financial liability is acquired principally for the purpose of sale or repurchase
in the near term; @ The financial liability is part of a portfolio of identified financial instruments that
are managed together and for which there is an objective evidence of recent pattern of short-term

profit-taking; or 3 The financial liability is a derivative, excluding the derivatives designated as
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effective hedging instruments, the derivatives classified as financial guarantee contract, and the
derivatives linked to an equity instrument investment, which has no quoted price in an active market nor
a reliably measured fair value, and required to be settled through delivery of that equity instrument.

A financial liability may be designated as at fair value with its change consolidated in profit/loss
upon initial recognition only when one of the following conditions is satisfied: (O such designation
eliminates or significantly reduces a measurement or recognition inconsistency that would otherwise
result from measuring liabilities or recognizing the gains or losses on them on different bases; @ the
financial liability forms part of a group of financial liabilities or a group of financial liabilities and
financial liabilities, which is managed and its performance is evaluated on a fair value basis, in
accordance with the Company’s documented risk management or investment strategy, and information
about the grouping is reported to key management personnel on that basis; or (3 pursuant to
Accounting Standards for Enterprises No. 22 — Recognition and Measurement of Financial Instruments,
the financial liability is designated as combination instrument of financial liabilities measured at fair
value through current profit or loss and related to embedded derivatives.

Financial liabilities at fair value with its change consolidated in profit or loss are subsequently
measured at fair value. The gain or loss arising from changes in fair value and dividend and interest
incomes arising from such financial liabilities are recognized in profit or loss in the period.

Other financial liabilities: The derivative financial liabilities linked to and to be settled through
delivery of the equity instruments that are not quoted in an active market and the fair value of which
cannot be reliably measured, such equity instruments are subsequently measured at cost. Other financial
liabilities apart from the financial guarantee contracts are subsequently measured at amortized cost using
the effective interest rate method and the gains or losses arising from de-recognition or amortization are
recognized in profit or loss in the period.

Financial guarantee contracts: Contracts in which the guarantor and the creditor agrees that the
guarantor will settle debts or assume liabilities in accordance with terms therein if the debtor fails to
make payment. Financial guarantee contracts other than those designated as financial liabilities at fair
value with its change consolidated in profit/loss or loan commitments that are not designated at fair
value with its change consolidated in profit/loss and granted at a rate below market rates are initially
recognized at fair value less directly attributable transaction fees, and shall be subsequently measured at

the higher of the following: the amount determined in accordance with Accounting Standard for
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Business Enterprises No. 13 “Contingencies” and the amount initially recognized less cumulative
amortization recognized in accordance with the principles set out in Accounting Standard for Business
Enterprises No. 14 “Revenue”.

Derecognition of financial liabilities: A financial liability shall be derecognized or partly
derecognized when the current obligation is discharged or partly discharged. When the Company (debtor)
and the creditor have signed a contract which uses a new financial liability to replace the existing
financial liability, and the contract terms of the new financial liability are substantially different with the
existing financial liability, the existing financial liability shall be derecognized, and the new financial
liability shall be recognized at the same time. If a financial liability is fully or partially derecognized, the
difference between the book value of derecognized portion and the consideration paid (including
non-cash assets transferred out or new financial liability assumed) is recognized in current profit or loss.

(4) Impairment of financial assets

The carrying values of all financial assets except financial assets at fair value with its change
included in profit or loss should be tested for impairment. If impairment is demonstrated by objective
evidences, the provision of impairment should be prepared according to the impairment test.

Objective evidences for recognition of impairment of financial asset include the following
observable matters:

(O The issuer or debtor is experiencing significant financial difficulties;

@ The debtor breaches the contractual terms, including default or delinquency in interest or
principal payments;

3 The Company, based on economic or legal or other factors, waive the debts;

@ 1t is highly probable that the debtor will enter bankruptcy or other financial reorganization;

® The issuer is experiencing significant financial difficulties that the corresponding financial
instruments could not be traded in an active market;

® When it is unable to determine whether cash flows of a specific instrument in a group of
financial assets decrease, but the cash flows since initial recognition of that group of financial assets
would decrease and be measurable, or the ability to repay by the debtors in that group of financial asset
deteriorate, or the unemployment rate of the country or region in which the debtors situate increases, or
the price of the underlying collateral decreases significantly in its region, or the industry of the debtors is

diminishing;
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(@ There are significant adverse changes in the technology, market, economy or legal
environments in issuance place of the equity instrument so that the investor could not recover its
investment costs;

There is significant or other than temporary decrease in fair value of equity instrument;

© Other objective evidences show that the financial asset is impaired.

The Company shall carry out independent impairment test for financial assets of significant single
amounts. With regard to the financial assets with insignificant single amounts, an independent
impairment test shall be included in a combination of financial assets with similar credit risk
characteristics so as to carry out an impairment test. In the event, upon independent test, the financial
asset (including those financial assets with significant single amounts and those with insignificant
amounts) has not been impaired, it shall be included in a combination of financial assets with similar
characteristics so as to conduct another impairment test. Financial assets that have conducted
independent test as impairment loss shall not be included in a combination of financial assets with
similar risk characteristics so as to conduct another impairment test.

When held-to-maturity investments, loans and accounts receivables have been impaired, the book
value of the financial assets shall be written down to the current value of estimated future cash flow
discounted at the original effective interest rate, and the write-down amount is recorded as impairment
loss and written into profit or loss of the period. When a financial asset based on amortized cost is
impaired, if there are objective evidences showing the value of this financial asset is recovered and it is
objectively related to the matters happened after the impairment loss recognition, the impairment loss
recognized shall be reversed. However, the reversal shall not result in a carrying amount of the financial
asset that exceeds the amortized cost if the impairment had not been recognized at the date when the
impairment is reversed.

If an available-for-sale financial asset is impaired, the cumulative loss arising from decline in fair
value that had been recognized directly in other comprehensive income is reclassified to current profit or
loss. The cumulative loss reclassified is the difference between its acquisition cost (net of any principal
repayment and amortization) and its current fair value, less any impairment loss previously recognized
in profit or loss. If there are objective evidences that the value of that financial asset is recovered and it
can be objectively related to an event occurred after the impairment loss recognition, the impairment loss

recognized shall be reversed, impairment losses recognized for equity instruments classified as
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available-for-sale are reversed through other comprehensive income, while impairment losses
recognized for debt instruments classified as available-for-sale are reversed through current profit or
loss.

If there’s an objective evidence that an investment in equity instrument which has no quoted price
in an active market nor a reliably measured fair value or a derivative financial asset which is linked to
that equity instrument and required to be settled through delivery of that equity instrument is impaired,
the carrying amount shall be written down to the present value discounted at the market rate of return on
future cash flows of the similar financial assets, and the write-down amount shall be recognized as
impairment loss in profit or loss. Such impairment loss once recognized shall no longer be reversed.

For investments in equity instruments, the specific quantitative criterion for the Company to

determine “serious” or “not temporary” decrease in their fair value are set out below:

Specific quantitative criterion on “serious” decrease | Decrease in closing fair value relative to the
in their fair value cost has reached or exceeded 50%.

Specific quantitative criterion on “not temporary”

. L Fall for 12 consecutive months.
decrease in their fair value

11. Receivables

Receivables of the Company include trade receivables and other receivables. Recognition and
provision of bad debts of receivables:

(1) Individually significant receivables for which separate bad-debt provision is made

Individually significant receivables represent the receivables accounting for above 5% of the closing
balance. The Company conducted a separate impairment test for receivables that are individually
significant on the balance sheet date and made provision for its bad debts based on the difference
between the present value of its estimated future cash flows and its carrying amount.

(2) Individually insignificant receivables for which separate bad-debt provision is made

Individual impairment test is made where there is a concrete evidence indicates that there is an
obvious difference in recoverability, and bad debts provision is made based on the difference between
the present value of its estimated future cash flows and its carrying amount.

(3) Trade receivables for which collective bad debt provision is made
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Receivables that are individually tested not impairment, is classified by similar credit risks into
several portfolio and then recognize the impairment loss and make bad debts provision of the balance of

the receivables on the balance sheet date.

12. Inventories

JApplicable oNot Applicable
(1) Classification of inventories:

Inventories refer to the finished goods or commodities held for sale in daily activities, goods in
progress in the production process, consumed materials and supplies in the production process or
providing services of the Company, which mainly include raw materials, revolving materials, entrusted
processed materials, wrap page, low-cost consumables, goods in progress, self-made semi-finished
goods, finished goods (merchandise inventory) and engineering construction, etc.

(2) Measurement of inventories transferred out

At delivery, inventories are accounted using the weighted average method for the Company.

(3) Provision for inventory impairment

At balance sheet date, inventories are stated at the lower of cost or net realizable value.

The net realizable value of inventories (including finished products, merchandise and materials for
sale) that can be sold directly is determined using the estimated saleable price of such inventory
deducted by the cost of sales and relevant taxation. The net realizable value of materials in inventory that
are held for production is determined using the estimated saleable price of the finished product deducted
by the cost to completion, estimated cost of sales and relevant taxation. The net realizable value of
inventory held for performance of sales contract or labor service contract is determined based on the
contractual price; in case the amount of inventory held by the enterprise exceeds the contractual amount,
the net realizable value of the excess portion of inventory is calculated using the normal saleable price.
Provision for impairment of inventories is made for individual inventory.

For items of inventories that is produced and marketed in the same geographical area and with the
same or similar end uses or purposes, which cannot be practicable evaluated separately from other items,
cost and net realizable value of inventories may be determined on an aggregate basis. For large quantity
and low value items of inventories, cost and net realizable value of inventories may be determined on
types of inventories.

Provision for impairment of inventories is made and recognized as current profit or loss when the
cost is higher than the net realizable value on the balance sheet date. If the factors that give rise to the
provision in prior years are not in effect in current year, provision would be reversed within the impaired
cost, and recognized in the current profit or loss.

(4) Inventory system

The Company adopts perpetual inventory system.

(5) Amortization of low-value consumables and packaging
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Low-value consumables and packages of the Company are amortized by one-time write-off.

13. Long-term equity investments

JApplicable oNot Applicable
Long-term equity investments in this section refer to equity investments held by the Company that

give it control, joint control or significant influence over the investee. Long-term equity investments
where the Company does not exercise control, joint control or significant influence over the investee are
accounted for as available-for-sale financial assets.

(1) Recognition of initial cost of investment

(DFor long-term equity investment obtained from business consolidation under common control, the
initial cost is measured at the combining party’s share of the carrying amount of the equity of the
combined party; for a long-term equity investment obtained from business consolidation under
non-common control, the initial cost is the consolidation cost at the date of acquisition;

(For the long-term equity investment acquired in a manner other than enterprise combination: the
initial investment cost of the long-term equity investment acquired by payment in cash shall be the total
purchase price; the initial investment cost of the long-term equity investment acquired by issuing equity
securities shall be the fair value of the equity securities issued; For long-term equity investment acquired
by debt restructuring, the initial investment cost shall be recognized in accordance with the requirements
under Accounting Standards for Enterprises No. 12 - Debt Restructuring. For long-term equity
investment acquired by the exchange of non-monetary assets, the initial investment cost shall be
recognized in accordance with relevant requirements under the Rules.

(2) Subsequent measurement and profit or loss recognition

(DCost method

Where the investor has a control over the investee, long-term equity investments are measured
using cost method. For long-term equity investments using cost method, unless increasing or reducing
the investment, the carrying value is unchanged. The Company’s share of the profit distributions or cash
dividends declared by the investee are recognized as investment income.

(@Equity method

Investor's long-term equity investments in associates and joint ventures are measured using equity
method. Where part of the equity investments of an investor in its associates are held indirectly through
venture investment institutions, common fund, trust companies or other similar entities including
investment linked insurance funds, such part of equity investments indirectly held by the investor shall
be measured at fair value with its change consolidated in profit/loss according to relevant requirements
of Accounting Standards for Business Enterprises No.22—Recognization and measurement of Financial
Instruments regardless whether the above entities have significant influence on such part of equity
investments, while the remaining part shall be measured using equity method.

Under the equity method, where the initial investment cost of a long-term equity investment
exceeds the Company’s share of the fair value of the investee’s identifiable net assets at the time of
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acquisition, no adjustment is made to the initial investment cost. Where the initial investment cost is less
than the Company’s share of the fair value of the investee’s identifiable net assets at the time of
acquisition, the difference is recognized in profit or loss for the period, and the cost of the long-term
equity investment is adjusted accordingly.

For long-term equity investments accounted for using the equity method, the Company recognizes
the investment income and other comprehensive incomes according to its share of net profit or loss and
other comprehensive incomes of the investee, and the carrying amount of the long-term equity
investments shall be adjusted accordingly; the carrying amount of the investment is reduced by the
Company’s share of the profit distribution or cash dividends declared by an investee; for changes in
owner’s equity of the investee other than those arising from its net profit or loss, other comprehensive
income and profit distribution, the carrying amount of the long-term equity investment shall be adjusted
and recognized to capital reserve. When recognizing attributable share of the net profit and losses of the
investee, the net profit of the investee shall be recognized after adjustment on the ground of the fair
value of all identifiable assets of the investee when it obtains the investment. If the accounting policies
and accounting periods adopted by the investee are different from those adopted by the Company, an
adjustment shall be made to the financial statements of the investee in accordance with the accounting
policies and accounting periods of the Company and recognize the investment incomes and other
comprehensive incomes.

The Company’s share of net losses of the investee shall be recognized to the extent that the carrying
amount of the long-term equity investment together with any long-term interests that in substance form
part of the investor’s net investment in the investee are reduced to zero. If the Company has to assume
additional obligations, the estimated obligation assumed shall be provided for and charged to the profit
or loss as investment loss for the period. Where the investee is making net profits in subsequent periods,
the Company shall resume recognizing its share of profits after setting off against the share of
unrecognized losses.

(3) Change of the accounting methods for long-term equity investments

(DChange of measurement at fair value to accounting under equity method: where the equity
investment held have no control, joint control or significant impact on the investee and that are
accounted according to the financial instrument recognition and measurement criteria can carry out
common control or place significant impact due to addition of investment which resulted in the increase
of shareholding, the investee shall plus the fair value of the equity investment originally held determined
in accordance with the Standards for Recognition and Measurement of Financial Instruments and the fair
value of the consideration payable for new investment as the initial investment cost accounted under
equity method when changing the equity method.

(@Change of measurement at fair value or accounting under equity method to cost method: the
equity investment of the investee held by the investor with no control, joint control or significant impact
and accounted according to the financial instrument recognition and measurement criteria, or the

long-term equity investment in associates or joint venture originally held that can control the investee
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due to addition of investment, shall be accounted in accordance with the long-term equity investment
formed by combination of enterprises.

(3Change of accounting under equity method to measurement at fair value: the long-term equity
investment originally held with common control or significant impact on the investee that cannot
conduct common control or significant impact on the investee due to the decrease of shareholding as a
result of factors such as partial disposal, shall be accounted in accordance with Standards for
Recognition and Measurement of Financial Instruments, and the difference between the fair value on the
date when the common control or significant impact is lost and the book value is included in current
profit or loss.

@Change of cost method to equity method: where control on the investee change to significant
impact or common control with other investors due to factors such as disposal of investment, the
long-term equity investment cost that ceased to be recognized shall first be carried forward on the
proportion of the investment disposed. Then comparing the cost of the remaining long-term equity
investment with the attributable fair value of the identifiable net assets of the investee at the original
investment calculated on proportion of the remaining shareholding, where the former larger than the
later, it belongs to the goodwill as showed in deciding the investment price and will not adjust the
carrying amount of the long-term equity investment; where the former less than the later, the retained
earnings will be adjusted along with the adjustment of the long-term equity investment.

(4) Basis of conclusion for common control and significant influence over the investee

(DJoint control over an investee refers to activities which have a significant influence on return of
an arrangement could be decided only by mutual consent of the investing parties sharing the control,
which includes the sales and purchase of goods or services, management of financial assets, acquisition
and disposal of assets, research and development activities and financing activities, etc.

@significant influence on the investee refers to significant influence over the investee exists when
holding more than 20% but less than 50% of the shares with voting rights or even if the holding is below
20%, there is still significant influence if any of the following conditions satisfied:

1) there is representative in the board of directors or similar governing body of the investee;

2) participating in investee’s policy setting process;

3) assign management to investee;

4) the investee relies on the technology or technical information of the investor;

5) major transactions with the investee.

(5) Impairment test and provision of impairment
At the balance sheet date, the Company reviews whether there is impairment indicator for the
long-term equity investments. When there is impairment indicator, the recoverable amount is determined
through impairment test and impairment is provided based on the difference between the recoverable
amount and the carrying value. Impairment loss is not reversed once provided.

The recoverable amount is the higher of net fair value of long-term equity investments on disposal
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and the present value of estimated future cash flows.
(6) Disposal of long-term equity investments
For disposal of long-term equity investment, the difference between the considerations received and
the carrying amount of the disposed investment is recognized in profit or loss. For long-term equity
investment accounted for using the equity method, the part recognized in other comprehensive income is
accounted on pro rata basis upon disposal in the same way as the relevant assets or liabilities are
disposed of directly by the investee.

14. Investment properties
Investment properties of the Company include leased land use rights and leased buildings.

An investment property is initially measured at cost, and cost method is adopted for subsequent
measurement.

The buildings leased out of investment properties of the Company are depreciated over their useful
lives using the straight-line method. The specific measurement policy is the same as fixed assets. For
land use rights leased out or held for resale after appreciation in value, they are amortized over their
useful lives using the straight-line method. The specific measurement policy is the same as that of
intangible assets.

At the balance sheet date, the Company reviews whether there is impairment indicator for
investment properties. When there is impairment indicator, the recoverable amount is recognized
through an impairment test and impairment is provided based on the difference between the carrying

value and the recoverable amount. Impairment is not reversed in subsequent periods.

15. Fixed assets
(1). Recognition criteria

Applicable oNot Applicable
Fixed assets are tangible assets that are held for production of goods, provision of labor services,

leasing or administrative purposes, and have useful life more than one fiscal year, which are recognized
when the following conditions are met:

@ economic benefits in relation to the fixed assets are very likely to flow into the enterprise;

@ the cost of the fixed assets can be measured reliably.

(2) Classification and Depreciation method of fixed assets

The fixed assets of the Company can be divided into: buildings and constructions, production
equipment, transportation equipment and office equipment, etc. The straight-line method over useful
lives is used to measure depreciation. The useful lives and the expected net residual value of fixed assets
are determined according to the nature and usage of various fixed assets. At the end of each year, the
useful lives, expected net residual value and depreciation method of fixed assets are reviewed, and
adjusted if there is variance with original policies; The Company have made provisions for all of the

fixed assets except for the fixed assets with full provision and used continuously.
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Type of fixed assets Useful lives Expected net residual

Land ownership - -

Houses and buildings 8-40 0%-5%
Machinery equipment 4-20 4 0%-5%
Vehicles 5-10 4F 0%-5%

Office equipment and others 3-10 4F 0%-5%

(3) Test method and provision for impairment of fixed assets
At the balance sheet date, the Company reviews whether there is impairment indicator for the fixed
assets. When there is an impairment indicator, the recoverable amount is estimated and impairment is
provided based on the difference between the carrying value and the recoverable amount once the
impairment of an asset is recognized, it will not be reversed in the subsequent accounting period.
(4) Basis for Recognition, measurement of fixed assets held under finance lease
Basis for recognition of fixed assets held under finance lease: leases that transfer all the risks and
rewards related to the ownership of the relevant assets. The asset is recognized if one or more of the
following criteria is met: O upon expiry of the lease term, the ownership of the leased asset is
transferred to the lessee; @ the lessee has the option to purchase the leased asset at a price expected to
be sufficiently lower than the fair value of the leased asset when the option is exercised and at the
inception of the lease, it is reasonably certain that the lessee will exercise the option; 3 the lease term
approximates the useful life of the leased asset even if the ownership is not transferred; @ at the
inception of the lease, the present value of the minimum lease payments is substantially equivalent to the
fair value of the leased asset; ® the leased assets are of such a specialized nature that only the lessee
can use them without major modification.
Measurement of fixed assets held under finance lease: fixed assets held under finance lease are
initially recognized at the lower of fair value of the leased assets at the inception of lease and the present
value of minimum lease payments. Subsequent measurement of fixed assets held under finance lease is

accounted for using the depreciation and impairment policies of owned fixed assets.

16. Construction in progress

VApplicable oNot Applicable
(1) Types of construction in progress

Construction in progress for the Company is self-constructed.
(2) Standard and date of transfer from construction in progress to fixed assets

The construction in progress of the Company is transferred to fixed assets when the project is

completed and ready for its intended use, which shall satisfy one of the following conditions:
(DThe construction of the fixed assets (including installation) has been completed or substantially

completed;
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@The fixed asset has been used for trial operation and it is evidenced that the asset can operate
ordinarily or produce steadily qualified products; or the result of trial operation proves that it can operate
normally;

(®Further expenditure incurred for construction is very minimal or remote;

@The constructed fixed asset reaches or almost reaches the design or the requirements of contract,
or complies with the design or the requirements of contract.

(3) Impairment test and provision of impairment of construction in progress

At the balance sheet date, the Company reviews the construction in progress to check whether there
is any sign of impairment and an impairment test is needed to recognize the recoverable amount when
there are signs that construction in progress may impair. The impairment loss should be the lower of the
carrying value and recoverable amount and impairment loss cannot be reversed in the following
accounting period if it has been provided.

The recoverable amount of construction in progress should base on the higher value between fair

value of asset less disposal expense and present value of estimated cash flow in the future.

17. Borrowing costs

VApplicable oNot Applicable
(1) Recognition principles for borrowing cost capitalization

The Company’s borrowing costs that are directly attributable to the acquisition or production of a
qualifying asset are capitalized into the cost of relevant assets. Other borrowing costs are recognized as
expenses in profit and loss for the period when incurred. Qualifying assets include fixed assets,
investment properties and inventories that necessarily take a substantial period of time for acquisition,
construction or production to get ready for their intended use or sale.

(2) Computation of capitalized amount of borrowing costs

Capitalization period refers to the period from the commencement to the cessation of capitalization
of borrowing costs, excluding the periods in which capitalization of borrowing costs is suspended.

Capitalization interruption period: Capitalization of borrowing costs is suspended during periods in
which the acquisition or construction of a qualifying asset is interrupted abnormally and the interruption
lasts for more than 3 months.

Computation of capitalized amount of borrowing costs: (1 Specific borrowings will be recorded
based on the actual interest expense incurred in the period of special borrowings less the interest income
from unutilized borrowings placed at banks or investment gain from temporary investment; 2 Normal
borrowings utilized are calculated based on the weighted average of expenses of the aggregate asset
exceeding the asset expenses of the portion of special borrowings multiplied by the capitalization ratio
of the normal borrowings utilized. Capitalization ratio is calculated based on weighted average interest
rate of normal borrowings; & For borrowings with discount or premium, the discount or premium was
amortized over the accounting periods borrowings to adjust the interest in every period using the

effective interest rates.
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18. Intangible assets
Intangible assets are the identifiable non-monetary assets which have no physical shape and are

possessed or controlled by the Company.

(1) Measurement of intangible assets

Intangible assets are initially recognized at costs. The actual costs of purchased intangible assets
include the consideration and relevant expenses paid. For intangible asset contributed by investors, the
value agreed in the investment contract or agreement is the actual cost of the intangible asset. But if the
value agreed in the investment contract or agreement is not a fair value, the fair value of the intangible
asset is regarded as the actual cost. The cost of a self-developed intangible asset is the total expenditure
incurred in bringing the asset to its intended use.

Subsequent measurement of intangible assets of the Company: (O Intangible assets with finite
useful lives are amortized on a straight-line basis; at the end of each year, the useful lives and
amortization policy are reviewed, and adjusted if there is any variance with original policies; @
Intangible assets with indefinite useful lives are not amortized and the useful lives are reviewed at each
year end date. If there is objective evidence that the useful life of an intangible asset is finite, the
intangible asset is amortized using the straight line method according to the estimated useful life.

(2) Criterion of determining indefinite useful life

The useful life of an intangible asset is indefinite if the period in which the future economic
benefits generated by the intangible asset could not be determined, or the useful life could not be
ascertained.

Criterion of determining intangible assets with indefinite useful lives: (O For intangible assets
derived from contractual rights or other legal rights and there are no explicit years of use stipulated in
the contract or laws and regulations; @ the period in which generating benefits for the Company still
could not be estimated after considering the industrial practice or relevant expert opinion.

At the end of each year, the useful lives of the intangible assets with indefinite useful lives are
reviewed. The assessment is performed by the departments that use the intangible assets, using the
down-to-top approach, to determine if there are changes to the determining basis of indefinite useful
lives.

(3) Methods for impairment test and provision for impairment of intangible assets

As at the balance sheet date, the Company reviews the intangible assets to check whether there is an
indication of impairment and an impairment test is needed to recognize the recoverable amount when
there are signs that intangible assets may impair. The impairment provision should be the lower of the
recoverable amount and carrying value and provision for impairment loss cannot be reversed in the
following accounting periods once it has been provided.

The recoverable amount of intangible assets should be based on the higher value between the net of

fair value of asset less disposal expense and present value of estimated cash flow of assets in the future.
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(4) Basis for research and development stage for internal research and development project and
basis for capitalization of expenditure incurred in development stage

As for an internal research and development project, expenditure incurred in the research stage is
recognized in profit or loss in the period as incurred. Expenses incurred in the development stage are
recognized as intangible assets if all of the following conditions are met: (O the technical feasibility of
completing the intangible asset so that it will be available for use or for sale; @ the intention to
complete the intangible asset for use or for sale; 3 how the intangible asset will generate economic
benefits, including there is evidence that the products produced by the intangible asset has a market or
the intangible asset itself has a market; if the intangible asset is for internal use, there is evidence that
there exists usage for the intangible asset; @ the availability of adequate technical, financial and other
resources to complete the development and the ability to use or sell the intangible asset; & the
expenditures attributable to the development of the intangible asset could be reliably measured.

Basis for distinguishing research stage and development stage of an internal research and
development project: research stage is the activities carried out for the planned investigation and search
for obtaining new technology and knowledge, which has the characteristics of planning and exploration;
before commercial production or other uses, the application of achievements and other knowledge
obtained from the research stage in a plan or design to produce new or substantially improved materials,
equipment and products is regarded as development stage, which has the characteristics of pinpointing
and is very likely to form results. All the expenditures on research and development which cannot be
distinguished between research stage and development stage are recognized in the current profit or loss

when incurred.

19. Impairment of long-term assets

Applicable oNot Applicable
Long-term equity investment, investment properties measured based on cost model, fixed assets,

construction in progress, intangible assets and other long-term assets are tested for impairment if there is
any indication that an asset may be impaired at the balance date. If the result of the impairment test
indicates that the recoverable amount of the asset is less than its carrying amount, a provision for
impairment will be made for the difference will be recorded in impairment loss. The recoverable amount
is the higher of the net of the asset’s fair value less disposal costs and the present value of the future cash
flows expected to be derived from the asset. Provision for asset impairment is determined and
recognized on the individual asset basis. If it is not possible to estimate the recoverable amount of an
individual asset, the recoverable amount of a group of assets to which the asset belongs is determined. A
group of assets is the smallest group of assets that is able to generate independent cash inflows.

Goodwill is tested for impairment at least at each year end.

In terms of impairment test of the goodwill, the carrying amount of the goodwill, arising from
enterprise combination, shall be allocated to the related asset groups on reasonable basis since the

acquisition date, or to the related asset group portfolios if it is difficult to be allocated to the related asset

110/ 204



Qingdao Haier Co., Ltd 2018 Interim Report

groups. When the carrying amount of the goodwill is allocated to the related asset groups or asset group
portfolios, it shall be allocated in the proportion of the fair value of each asset group or asset group
portfolio against the total fair value of related asset groups or asset group portfolios. If it is difficult to
measure the fair value reliably, it shall be allocated in the proportion of the carrying amount of each
asset group or asset group portfolio against the total carrying amount of related asset groups or asset
group portfolios.

When impairment test is made to the related asset groups or asset group portfolios including
goodwill, if there is an indication that the related asset groups or asset group portfolios are prone to
impair, the Company shall firstly test for impairment for the asset groups or asset group portfolios
excluding goodwill and calculate the recoverable amount and recognize the impairment loss accordingly
by comparing with its carrying amount. The Company shall then test for impairment for the asset groups
or asset group portfolios including goodwill and compare the carrying amount (including the carrying
amount of allocated goodwill) with its recoverable amount of related asset groups or asset group
portfolios. Provision for impairment loss shall be recognized when the recoverable amount of the related
asset groups or asset group portfolios is lower than its carrying amount.

Once the above impairment loss of assets is recognized, it shall not be reversed in any subsequent

accounting period.

20. Long-term prepayments

VApplicable oNot Applicable
Long-term prepayments are expenditures which have incurred but the benefit period is more than

one year (excluding one year). They are amortized evenly over the benefit period of each item of
expenses. If the long-term prepayments are no longer beneficial to the subsequent accounting periods,

the unamortized balance is then fully transferred to profit or loss for the period.

21. Remuneration of employees
Remuneration of employees are all forms of compensation and other relevant expenditure given by

the Company in exchange for services rendered by employees, including short-term remuneration,
post-employment benefits, termination benefits and other long-term benefits.

Short-term remuneration include short-term salaries, bonus, allowance, subsidies, staff’s welfare,
housing provident fund, union funds and employee education funds, medical insurance fees, injury
insurance fees, maternity insurance fees, short-term paid absence, short-term profit sharing plans, etc..
During the accounting period when employees render services, short-term benefits payable that actually
incurred shall be recognized as liabilities and credited into the current profit and loss or relevant assets
cost on an accrual basis for the benefit objects.

Post-employment benefits mainly includes the basic pension insurance, supplementary pension, etc.,
In accordance with the risks and obligations undertaken by the Company, the post-employment benefits
is classified as defined contribution plans and defined benefit pension plans. Defined contribution plans:

the Company shall recognize the sinking fund paid to individual entity on balance sheet date as a
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liability in exchange of services from the employee in accounting period, and credited into current
profits or losses or related assets costs in accordance with the benefit objects. Defined benefit plans: the
cost of providing benefits is determined using the projected unit credit method, with actuarial valuations
being carried out by independent actuary at the interim and the annual balance sheet date. Staffs' benefit
costs incurred by the defined benefit plan of the Group are categorized as follows: (1) service cost,
include current period service cost, past-service cost and settlement gain or loss. Current period service
cost means the increase of the present value of defined benefit obligation resulted from service offered
by employee for the period. Past-service cost means the increase or decrease of the present value of
defined benefit obligation resulted from the revision of the defined benefit plans related to the prior
period service offered by employee; (2) interest costs of defined benefit plans; (3) changes related to the
remeasurement of defined benefit plans liabilities. Unless other accounting standards require or permit to
charge the employee benefits into assets cost, the Company charges (1) and (2) above into current profit
or loss, and recognized (3) above as other comprehensive income without transferring to profit or loss in
subsequent accounting periods.

Termination benefits: the indemnity proposal provided by the Company for employees for the
purpose of terminating labor relation with the employees before the expiry of the labor contract or
encouraging employees to accept downsizing voluntarily, when the following conditions are met,
recognize and at the same time credited into the current profit or loss the accrued liabilities arising from
the indemnity as a result of terminating labor relation with the employees: the Company has made a
formal plan for termination of employment relationship or has made an offer for voluntary redundancy
which will be implemented immediately; and the Company could not unilaterally withdraw from the
termination plan or the redundancy offer. Early retirement benefits will adopt same principles as the
termination benefit. The Company will credit the salaries and social benefits intend to pay for these early
retirees during the periods from the date of early retirement to the normal retirement date to profit or loss

of the period when recognition conditions for accrued liabilities are met.

22. Estimated liabilities

Applicable oNot Applicable
(1) Criterion for determining of estimated liability

If an obligation in relation to contingencies such as external guarantees, discounting of commercial
acceptance bills, pending litigation or arbitration and product quality assurance is the present obligation
of the Company and the performance of such obligation is likely to lead to the outflow of economic
benefits and its amount can be reliably measured, such obligation shall be recognized as estimated
liability.

(2) Measurement of estimated liability

The best estimate of the expenditure from the performance of the current obligation is initially
recorded as accrued liability. When the necessary expenditures falls within a range and the probability of
each result in the range are identical, the best estimate is the median of the range; if there are several

items involved, every possible result and relevant probability are taken into account for the best
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estimation.

At the balance sheet date, the carrying value of estimated liabilities is reviewed. If there is objective
evidence that the carrying value could not reflect the current best estimate, the carrying value is adjusted
to the best estimated value.

23. Share-based payments

VApplicable oNot Applicable
For equity-settled share-based payment transaction in return for services from employees, it shall

be measured at the fair value of equity instruments granted to the employees. For the payment of such
fair value that may only be exercised if services are fulfilled during the vesting period or the specified
performance is achieved, the fair value shall, based on the best estimate of the number of exercisable
instruments during the vesting period, be recognized in relevant costs or expenses in straight-line
method with the increase in the capital reserve accordingly.

The cash-settled share-based payment shall be measured at the fair value of liability assumed by the
Company, which is calculated and determined based on the shares or other equity instruments. For the
cash-settled share-based payment that may be exercised immediately after the grant, the fair value of the
liability assumed by the Company shall, on the date of the grant, be recognized in relevant costs or
expenses and the liabilities shall be increased accordingly. For cash-settled share-based payment that
may be exercised if services are fulfilled during the vesting period or the specified performance is
achieved, on each balance sheet date within the vesting period, the services acquired in the period shall,
based on the best estimate of exercise, be recognized in relevant costs or expenses at the fair value of the
liability assumed by the Company, and the liabilities shall be adjusted correspondingly.

At each balance sheet date and the settlement date prior to the settlement of liabilities, the fair value
of the liability is re-measured with its change included in profit or loss.

When there is changes to the Company's share-based payment plans, if the modification increases
the fair value of the equity instruments granted, corresponding recognition of service increase in
accordance with the increase in the fair value of the equity instruments; if the modification increases the
number of equity instruments granted, the increase in fair value of the equity instruments is recognized
as a corresponding increase in service achieved. Increase in the fair value of equity instruments refer to
the difference between the fair values of the equity instrument on the modified date before or after the
modification. If the Company modifies the exercisable conditions in such manner conductive to the
employees, including the shortening of the vesting period, change or cancellation of the performance
conditions (rather than market conditions), the Company shall consider the modified exercisable
conditions upon the disposal of exercisable conditions. If the modification reduces the total fair value of
shares paid or the Company uses other methods not conductive to employees to modify the terms and
conditions of share-based payment plans, it will continue to be accounted for the services obtained in the
accounting treatment, as if the change had not occurred, unless the Company cancelled some or all of the
equity instruments granted.

During the vesting period, if the Company cancel equity instruments granted will be treated as
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accelerating the exercise of rights and the remaining vesting period should be recognized immediately in
the current profit or loss, while at the same time recognize the capital reserve. Employees or other
parties can choose to meet non-vesting conditions, but for those that are not met in the vesting period,

the Company will treat it as cancellation of equity instruments granted.

24. Revenue

VApplicable oNot Applicable
(1) Sale of goods

Revenue from the sale of goods shall be recognized at the amount received or receivable from
buyers based on contractual or agreed prices, when all of the following conditions are satisfied: @ the
significant risks and rewards of ownership of the goods have been passed to the buyer; @ the Company
retains neither continuing managerial involvement to the degree usually associated with ownership nor
effective control over the goods sold; &) the amount of revenue can be measured reliably; @ it is
probable that the associated economic benefits will flow to the enterprise; & the associated costs
incurred or to be incurred can be measured reliably.

Recognition process of the Company’s sales revenue: business personnel submit sales application in
the business system according to the consumers’ orders; financial personnel review the remaining credit
of the consumers or whether the payment for goods is made in advance according to the sales
application, and notify the warehouse to handle the delivery formalities if the delivery conditions are met.
The financial department confirms that the major risks of property in the goods and rewards have been
transferred to the buyers upon the receipt of waybill with the consumers’ signature, and then issue sales
invoices to confirm the sales revenue.

(2) Provision of services

At the balance sheet date, when the outcome of a transaction involving the rendering of services can
be estimated reliably, revenue from provision of services shall be recognized using the percentage of
completion method. The Company confirms the completion progress in accordance with the ratio of
actual cost accounting for the total estimated cost. At the balance sheet date, when the outcome of the
transaction involving the rendering of services cannot be estimated reliably, it shall be dealt with in the
following ways: (O if the cost of services incurred is expected to be compensated, the revenue from the
rendering of services is recognized to the extent of actual cost incurred to date, and the relevant cost is
transferred to cost of service; @ if the cost of services incurred is not expected to be compensated, the
cost incurred should be included in current profit or loss, and no revenue from the rendering of services
may be recognized.

(3) Assignment of asset use rights

Revenue from usage fee arising from assignment of intangible assets (such as trademark rights,

patent rights, franchise rights, software and copyright, etc.) and the use right of other assets will be

recognized in accordance with the time and method for charge as required under relevant contract or
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agreement and at the same time satisfy the conditions that the economic benefit in connection with
transaction could flow into the Company and the amount of revenue could be reliably measured.
(4) Construction contracts revenue

Where the outcome of a construction contract can be estimated reliably at the balance sheet date,
revenues and expenses associated are recognized using the percentage of completion method. The term
“percentage of completion method” means a method by which the contractor recognizes its revenues and
costs in the light of the schedule of the contracted project. The Company ascertained the completion
schedule of a contract project according to the proportion of the completed total contract cost against the

expected total contract cost.

25. Government grants
(1) Types of government grants

Government grants refer to the monetary assets or non-monetary assets obtained by the Company
from the government for free, not including the investment made by the government as an owner. The
government grants are mainly divided into asset-related government grants and revenue-related
government grants.

(2) Accounting treatment of government grants

Asset-related government grants shall be recognized as deferred income in profit or loss for the
period on an even basis over the useful life of the asset; government grants measured at nominal amount
shall be recorded directly in profit and loss for the period. Revenue-related government grants shall be
treated as follows: (O those used to compensate relevant expenses or losses to be incurred by the
enterprise in subsequent periods are recognized as deferred income and recorded in profit or loss for the
period when such expenses are recognized; @ those used to compensate relevant expenses or losses
that have been incurred by the enterprise are recorded directly in profit or loss for the period.

(3) Basis for determination of asset-related government grant and revenue-related government
grant

If the government grant received by the Company is used for construction or other project that forms
a long term asset, it is regarded as asset-related government grant.

If the government grant received by the Company is not asset-related, it is regarded as
revenue-related government grant.

Government grant received without clear objective shall be classified as asset-related government
grant or revenue-related government grant by:

(O Government grant subject to a certain project shall be separated according to the proportion of
expenditure budget and capitalization budget, and the proportion shall be reviewed and modified if
necessary on the balance sheet date;

@ Government grant shall be categorized as related to income if its usage is just subject to general

statement and no specific project in relevant document.
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(4) Amortization method and determination of amortization period of deferred revenue related to
government grants
Asset-related government grant received by the Company is recognized as deferred revenue and is
evenly amortized to the current profit or loss over the estimated useful life of the relevant asset starting
from the date the asset is available for use.
(5) Recognition of government grants
Government grant measured at the amounts receivable is recognized at the end of period when there
is clear evidence that the conditions set out in the financial subsidy policies and regulation are fulfilled
and the receipt of such financial subsidy is assured.
Other government grants other than those measured at the amounts receivables are recognized upon

actual receipt of such subsidies.

26. Deferred income tax assets / deferred income tax liabilities

Applicable oNot Applicable
Deferred income tax assets and deferred income tax liabilities of the Company are recognized:

(1) Based on the difference between the carrying amount and the tax base amount of an asset or a
liability (items not recognized as assets and liabilities but their tax base is ascertained by the current tax
laws and regulation, the tax base is the difference), deferred income tax asset or deferred income tax
liability is calculated using the applicable tax rate prevailing at the expected time of recovering the
relevant asset or discharging the relevant liability.

(2) Deferred income tax asset is recognized to the extent that there is enough taxable income for
the utilization of the deductible temporary difference. At the balance sheet date, if there is sufficient
evidence that there would be enough taxable benefit for the utilization of the deductible temporary
difference, the deferred income tax asset not previously recognized is recognized in current period. If
there is no sufficient evidence that there would be enough future taxable income for the deduction of the
deferred income tax asset, the carrying value of the deferred income tax asset is reduced.

(3) Deferred income tax liability is recognized for taxable temporary difference arising from
investments in subsidiaries and associated companies, unless the Company could control the reversal of
the temporary differences and the temporary differences would not be probably reversed in the
foreseeable future. For deductible temporary differences arising from investments in subsidiaries and
associated companies, deferred income tax asset is recognized if the temporary difference will be very
probably reversed in foreseeable future and there will be sufficient future taxable profit to deduct the
deductible temporary difference.

(4) No deferred income tax liability is recognized for a temporary difference arising from the
initial recognition of goodwill. No deferred income tax asset or deferred income tax liability is
recognized for the temporary differences resulting from the initial recognition of assets or liabilities due
to a transaction other than a business combination, which affects neither accounting profit nor taxable

profit (or deductible loss). At the balance sheet date, deferred income tax assets and deferred income tax
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liabilities are measured at the tax rates that are estimated to apply to the period when the asset is realized
or the liability is settled.
27. Lease

(1)~ Accounting treatment of operating lease

JApplicable oNot Applicable
(O Rental payments for asset rented are amortized on a straight-line basis over the lease term

(including rent-free periods), and credited into the current expenses. Initial direct costs that are
attributable to leasing transactions paid by the Company are credited to current expense.

When the lesser of the assets bears the lease related expenses which should be undertaken by the
Company, the Company shall deduct that part of expense from the rent and amortize the net amount over
the lease term and credited to current expense.

@ Rental income received from assets rented out is amortized on a straight-line basis over the
lease term (including rent-free periods), and recognized as lease income. Initial direct costs involving
leasing transactions paid by the Company are credited into current expenses, in case the amount is
significant, it will be capitalized, and are credited into current revenue on the same basis as rental
income recognized over the lease term.

When the Company bears the lease related expenses which should be undertaken by the lessee, the
Company shall deduct that part of expense from the total rent income, and allocate the rental payment
over the lease term.

(2)~ Accounting treatment of finance lease

Applicable oNot Applicable
(DWhen the Company is a lessee, the leased asset is recorded at the amounts equal to the lower of

the fair value of the leased asset and the present value of the minimum lease payments on the lease
beginning date and the long-term payables is recorded at the amounts of the minimum lease payments.
The difference between the recorded amount of the leased asset and the minimum lease payments is
accounted for as unrecognized finance charge.

The unrecognized finance charge is amortized using the effective interest method over the period of
the lease and accounted in finance charge. Initial direct costs incurred by the Company are credited in
value of leased assets.

@When the Company is a lessor, the difference between sum of the lease receivables and
unguaranteed residual value and its present value is accounted for as unrealized finance income and is
recognized as rental income over the period of receiving rental. Initial direct costs attributable to lease
transaction incurred by the Company shall be accounted in the initial measurement of finance lease
receivables and reduced the amount of recognized during period of the lease.

28. Other significant accounting policies and accounting estimations

VApplicable oNot Applicable
(1) Share repurchases

When the Company purchases its own shares to decrease its registered capital or reward its staff, it

shall be included in treasury stock against the amount actually paid.
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When the Company awards the purchased shares to its staff under the equity-settled share-based
payment agreement, it shall be included in capital reserve (equity premium) against the difference
between the book balance of awarded treasury stock and the staff-paid cash and capital reserve
recognized upon the granting of equity instruments.

When cancelling the treasury stock, the share capital shall be cancelled against the total face value
of the cancelled treasury stock; the treasury stock shall be eliminated against the book balance of the
cancelled treasury stock; the capital reserve (equity premium) shall be eliminated against the difference;
if the equity premium is insufficient for elimination, the retained earnings shall be adjusted accordingly.

(2) Asset securitization business

Some of the Company’s receivables are securitized. The Company’s underlying assets are trusted to
a special purpose entity which issues senior asset-backed securities to investors. The Company holds
subordinated asset-backed securities which are not transferrable before both the principals and interests
of the senior asset-backed securities are repaid. The Company serves as the asset service supplier,
providing services including asset maintenance and its daily management, formulation of the annual
asset disposal plan, formulation and implementation of the asset disposal plan, signing relevant asset
disposal agreements and periodic preparation of asset service report. Meanwhile, the Company, as the
liquidity support organization, provides liquidity support before the principals of the senior asset-backed
securities are fully repaid to make up the differences of the interests or principals. Trust assets are
prioritized to repay the principals and interests of the senior asset-backed securities after the trust taxes
and relevant fees are paid, and the remaining trust assets upon the full repayment of the principals and
interests will be owned by the Company as returns of the subordinated asset-backed securities. The trust
assets are not derecognized because the Company retains substantially all the risks and rewards. At the
same time, the Company has de facto controls over the special purpose entity which are consolidated
into our financial statements.

The Company evaluates the extent to which it transfers the risks and rewards of ownership of the
assets to the other entities and determines whether it retains control while applying the accounting policy
in respect of asset securitization:

(DThe financial asset is derecognized when the Company transfers substantially all the risks and
rewards of ownership of the financial asset;

(@The financial asset is continued to recognize when the Company retains substantially all the risks
and rewards of ownership of the financial asset;

(3®When the Company neither transfers nor retains substantially all the risks and rewards of
ownership of the financial asset, the Company evaluates whether it retains control over the financial
asset. If the Company does not retain control, it derecognizes the financial asset and recognizes
separately as assets or liabilities any rights and obligations created or retained in the transfer. If the
Company retains control, it continues to recognize the financial asset to the extent of its continuing
involvement in the financial asset.

(3) Hedge accounting
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(DHedges are classified as:

1) A fair value hedge is a hedge of the exposure to changes in fair value of a recognized asset or
liability or an unrecognized firm commitment (except foreign exchange risk).

2) Cash flow hedges is a hedge of the exposure to variability in cash flows that is either attributable
to a particular risk associated with a recognized asset or liability or a highly probable forecast transaction,
or a foreign currency risk in an unrecognized firm commitment.

3) Hedge of a net investment in a foreign operation is a hedge of the exposure to foreign exchange
risk associated with a net investment in a foreign operation. Net investment in a foreign operation is the
share of interest in the net asset of the foreign operation.

(@ Designation of the hedge relationship and recognition of the effectiveness of hedging:

At the inception of a hedge relationship, the Company formally designates the hedge relationship
and prepares documents relating to the hedge relationship, the risk management objective and its
strategy for undertaking the hedge. The documentation includes identification of the hedging instrument,
the hedged item or transaction, the nature of the risk being hedged and how the Company will assess the
hedging instrument’s effectiveness.

Hedging instrument’s effectiveness means the degree of the change of fair value and cash flow of
the hedging instrument in offsetting the exposure to changes in the hedged item’s fair value or cash
flows attributable to the hedged risk. The hedge is assessed by the Company for effectiveness on an
ongoing basis and judged whether it has been highly effective throughout the accounting periods for
which the hedging relationship was designated. A hedge is regarded as highly effective if both of the
following conditions are satisfied:

1) at the inception and in subsequent periods, the hedge is expected to be highly effective in
offsetting changes in fair value or cash flows attributable to the hedged risk during the period for which
the hedge is designated;

2) the actual results of offsetting are within a range of 80% to 125%.

(®Method of Hedge accounting:

1) Fair value hedges

The change in the fair value of a hedging derivative is recognized in the current profit or loss. The
change in the fair value of the hedged item attributable to the risk hedged is recorded as a part of the
carrying amount of the hedged item and is also recognized in the current profit or loss.

For fair value hedges relating to financial instruments carried at amortized cost, the adjustment to
carrying value of the hedged items is amortized through the current profit or loss over the remaining
term from adjustment to maturity. Amortization based on the effective interest method may begin as
soon as an adjustment is made to the carrying amount and shall not be later than when the hedged item
ceases to be adjusted for changes in its fair value attributable to the risk being hedged.

If the hedged item is derecognized, the unamortized fair value is recognized immediately in the

current profit or loss.
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When an unrecognized firm commitment is designated as a hedged item, the subsequent cumulative
change in the fair value of the firm commitment attributable to the hedged risk is recognized as an asset
or liability with a corresponding gain or loss recognized in the current profit or loss. The changes in the
fair value of the hedging instrument are also recognized in the current profit or loss.

2) Cash flow hedges

The effective portion of the gain or loss on the hedging instrument is recognized directly as capital
reserve (other capital reserve), while the ineffective portion is recognized immediately in the current
profit or loss.

Amounts taken to capital reserve (other capital reserve) are transferred to the current profit or loss
when the hedged transaction affects the current profit or loss, such as when hedged financial income or
financial expense is recognized or when a forecast sale occurs. Where the hedged item is the cost of a
non-financial asset or non-financial liability, the amounts taken to capital reserve (other capital reserve)
are transferred to the initial carrying amount of the non-financial asset or non-financial liability (or the
amounts originally recognized in capital reserve (other capital reserve) will be transferred to the current
profit or loss for in the same period when the profit or loss are affected by the non-financial asset or
non-financial liability).

If the forecast transaction or firm commitment is no longer expected to occur, the accumulated
profit or loss hedging instruments previously recognized in shareholders’ equity are transferred to the
current profit or loss. If the hedging instrument expires or is sold, terminated or exercised without
replacement or rollover, or if its designation as a hedge is revoked, the amounts previously recognized in
other comprehensive income remain in there until the forecast transaction or firm commitment affects
the current profit or loss.

3) Hedge of net investment in foreign operation

A hedge of a net investment in a foreign operation includes the hedge of the currency item as a
portion of net investment, its treatment is similar to cash flow hedge. The portion of the gain or loss on a
hedging instrument that is determined to be an effective hedge is included in other comprehensive
income. The ineffective portion is recognized in the current profit or loss. When deal with foreign
operation, any accumulated profit or loss attributable to shareholders’ equity will be transferred to the
current profit or loss.

(4) Explanations on significant accounting estimates

Judgments, estimates and assumptions shall be made to book value of the financial statements items,
which could not be measured accurately, due to the inherent uncertainties of operating activities, while
applying accounting policy. Such judgments, estimates and assumptions were based on the
management’s historical experience and made after considered other various factors. These judgments,
estimates and assumptions will influence the amount of revenues, expenses, assets and liabilities
presented in financial reports and the disclosure of contingent liabilities on the balance sheet date.
However, the actual results caused by the uncertainties of these estimations may be different from the
current estimates of the management, and thus cause a material adjustment to the carrying amounts of
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assets and liabilities affected in the future. The judgments, estimates and assumptions mentioned above
shall be reviewed on a going concern basis. If the revisions to accounting estimates only affected the
period, relevant adjustment due to the effect shall be recognized in the period; if the revision affects both
the current and future period, the effect shall be recognized in the current and future period.
On the balance sheet date, the significant fields involving judgments, estimates and assumptions
about financial report items are listed as follows:
(D Estimated liability
Provision for product quality guarantee, estimated onerous contracts, and other estimates shall be
recognized in accordance with the terms of contract, current knowledge and historical experience. If the
contingent event has formed a practical obligation which probably results in outflow of economic
benefits from the Company, an estimated liability shall be recognized on the basis of the best estimate of
the expenditures to settle relevant practical obligation. Recognition and measurement of the estimated
liability significantly rely on the management’s judgments. In the process of judgment, the Company
takes into consideration the assessment of relevant risks, uncertainties, time value of money and other
factors related to the contingent events. Among them, the Company will undertake estimated liabilities
with respect to the after-sales services provided for the return, maintenance and installation of goods.
When estimating liabilities, the Company has considered the maintenance information in recent years,
but the previous maintenance experiences may fail to reflect the future circumstances. Any increase or
decrease in this provision is likely to affect the profits and losses of the next year.
@Provision for bad debts
The allowance method is adopted for bad debts according to accounting policies of accounts
receivables. Impairment losses for receivables are assessed on the basis of recoverability, as a result of
judgments and estimates of the management. The difference between actual outcome and the previously
estimated outcome will influence the carrying value of receivables and accrual or reversal of provision
for bad debts during the period accounting estimates are changed.
®Provision of impairment of inventories
Inventories are measured by lower of historical cost or net realizable value method according to the
accounting policies of inventories; for obsolete and unsalable inventories or whose costs are higher than
the net realizable, provision for impairment of inventories shall be incurred. The carrying value of
inventory shall be written down to the net realizable value on the basis of the salability of inventories
and the net realizable value. Inventory impairment requires the management’s obtaining of solid
evidence, and their judgment and estimations made after considering the purpose of holding inventories
and the effect of events after the balanced sheet date and etc. The difference between the actual outcome
and the previously estimated outcome will influence the carrying value of inventories and the provision
or reversal of impairment of inventories during the period accounting estimates are changed.
@Fair value of financial instruments
For financial instruments where there is no active market, the Company will determine the fair

value through a variety of valuation methods. Such valuation methods include discounted cash flow
121/204



Qingdao Haier Co., Ltd 2018 Interim Report

analysis. In the valuation, the Company shall estimate the future cash flow, credit risk, market volatility
and correlation, and select the appropriate discount rate. Such related assumptions are uncertain, and
their changes may affect the fair value of financial instruments.
®Impairment of available-for-sale financial assets
The determination of whether impairment loss shall be recognized in income statement for
available-for-sale financial asset is significantly depends on the judgments and assumptions of the
management. While making judgments and assumptions, it shall be take into consideration that how
much the fair value of the investment is lower than the cost and its continuity, the financial position and
short-term business projection of the investee, including industry conditions, technological innovation,
the credit ratings, probability of violation and counterparts’ risks.
®Provision for long-term assets impairment
On the balance sheet date, the Company shall judge whether there is any possible indication of
impairment against non-current assets other than financial assets. The intangible assets with indefinite
useful life must be tested for impairment on an annual basis as well as when there is any indication of
impairment. Other non-current assets other than financial assets shall be tested for impairment when
there is an indication showing that the carrying value is not recoverable. Impairment occurs while the
carrying value of an asset or asset group is higher than the recoverable value, which is the higher of the
net of fair value deducted disposal expenses and the present value of expected future cash flow. The net
of fair value deducted by disposal expenditure is determined with reference to the price in the sale
agreement regarding analogous asset, and observable market price less the increase of cost that directly
attributable to the disposal of assets. Significant judgments regarding the production amount, sales price,
relevant operating costs of the assets (or assets group) and the discount rate used to calculate the present
value shall be made when determining the present value of future cash flows. Recoverable amount shall
be estimated by using all accessible relevant information, including production amount, sales price, and
relevant operating costs predictions made based on reasonable and supportive assumptions. The
Company shall test for goodwill impairment at least every year. This requires the Company to estimate
the present value of future cash flows for such assets groups or asset group portfolios allocated with
goodwill. When estimating the present value of future cash flows, the Company shall not only estimate
the future cash flows generated by such asset groups or asset group portfolios, and select the appropriate
discount rate to determine the present value of such future cash flows.
(DDepreciation and amortization
Investment properties, fixed assets and intangible assets are depreciated and amortized by a
straight-line approach over their estimated useful life by taking into consideration the residual value.
Useful life shall be periodically reviewed to determine the depreciation and amortization expenses for
each reporting period and be determined on the basis of historical experience regarding analogous assets
and the expected technological innovation. Significant changes to previous accounting estimates will
result in adjustments against depreciation and amortization expenses in the future periods.

(®Deferred income tax assets
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Deferred income tax asset is recognized for all the uncompensated tax losses to the extent that there
is sufficient taxable income for the deduction of loss. In order to determine the amount of deferred tax
assets, the management of the Company needs to predict the timing and the amount of taxable profits in
the future by taking into account a large amount of judgment, as well as the strategy of tax planning.

©Income tax

There are certain transactions the tax treatment and calculations undertaken during the ordinary
course of business for which the ultimate tax determination is uncertain. Whether some items could be
presented before taxation shall be approved by relevant tax authorities. Where the final tax outcome of
these matters is different from the initial estimated amount, such differences will impact the current and
deferred tax in the period of confirmation.

(0Returned profits from sales

The Company and its subsidiaries adopt the policy of returned profits from sales for all consumers.
According to the relevant conventions in the sales agreement, the review of specific transactions, the
market situation, the pipeline inventory levels and the historical experiences, the Company and its
subsidiaries estimate and make returned profits from sales on a regular basis with reference to the
completion of agreed assessment indexes. Provisions of returned profits from sales involve the judgment
and estimates of the management. In case of any significant changes in the previous estimates, the
difference above will have an impact on the returned profits from sales during the period when

significant changes occur.

29. CHANGES ON SIGNIFICANT ACCOUNTING POLICES AND ACCOUNTING
ESTIMATES

(1)~ Changes on Significant Accounting Policies
oApplicable \Not Applicable

(2)~ Changes on Significant Accounting Estimates
oApplicable \Not Applicable

VI. Taxation
1. Main tax types and tax rates

Details of main tax types and tax rates
VApplicable oNot Applicable

Tax type Basis of taxation Tax rate

Taxable revenue of goods sales and | 5%, 6%, 11%, 16%
Value-added tax .
taxable labor services revenue

Urban maintenance and 7%
: Turnover tax amount payable
construction tax

Statuary tax rate or preferential

EIT Tax amount payable rates as follows

(Local) education
surcharges

0, 0, 0,
Turnover tax amount payable 1%, 2%, 3%

Disclosure of tax entities with different EIT rates
oApplicable VNot Applicable
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2.

Preferential tax

VApplicable oNot Applicable
Companies enjoying preferential tax and preferential tax rate:

Name of company Tax rate Preferential tax
Qingdao Haier Co., Ltd 15% entitled to the preferential taxation policies
g A as a hi-tech enterprise
Qingdao Haier Refrigerator Co, Ltd 15% entitled to the preferential taxation policies
g 9 v as a hi-tech enterprise
. . . . 0 entitled to the preferential taxation policies
Qingdao Haier Intelligent Electronics Co., Ltd. 15% as a hi-tech enterprise
. . . . 0 entitled to the preferential taxation policies
Qingdao Haier Special Refrigerator Co., Ltd. 15% as a hi-tech enterprise
. A 0 entitled to the preferential taxation policies
Qingdao Haier Dishwasher Co., Ltd. 15% as a hi-tech enterprise
Qingdao Haier Special Freezer Co., Ltd 15% entitled to the preferential taxation policies
g P v as a hi-tech enterprise
Qingdao Haier Intelligent Home Appliance Technology 15% entitled to the preferential taxation policies
Co., Ltd 0 as a hi-tech enterprise
. . 0 entitled to the preferential taxation policies
Wuhan Haier Electronics Co., Ltd. 15% as a hi-tech enterprise
Wuhan Haier Ereezer Co.. Ltd 15% entitled to the preferential taxation policies
C as a hi-tech enterprise
A . 0 entitled to the preferential taxation policies
Hefei Haier Refrigerator Co., Ltd. 15% as a hi-tech enterprise
Hefei Haier Air-conditioning Co.. Ltd 15% entitled to the preferential taxation policies
g ~0., Ld. as a hi-tech enterprise
. . L 0 entitled to the preferential taxation policies
Zhengzhou Haier Air-conditioning Co., Ltd. 15% as a hi-tech enterprise
. . 0 entitled to the preferential taxation policies
Shenyang Haier Refrigerator Co., Ltd. 15% as a hi-tech enterprise
. L L entitled to the preferential taxation policies
- 0,
Chongging Haier Air-conditioning Co., Ltd. 15% under the Western Development initiative
. . . . . 0 entitled to the preferential taxation policies
Chongging Haier Refrigeration Appliance Co., Ltd. 15% under the Western Development initiative
. . . 0 entitled to the preferential taxation policies
Guizhou Haier Electronics Co., Ltd. 15% under the Western Development initiative
. N . . 0 entitled to the preferential taxation policies
Qingdao Haier Air-Conditioner Electronics Co., Ltd. 15% as a hi-tech enterprise
. . 0 entitled to the preferential taxation policies
Qingdao Haier Moulds Co., Ltd. 15% as a hi-tech enterprise
. . . entitled to the preferential taxation policies
0,
Qingdao Meier Plastic Powder Co., Ltd. 15% as a hi-tech enterprise
. . . . 0 entitled to the preferential taxation policies
Chongging Haier Precision Plastic Co., Ltd. e under the Western Development initiative
. . . . 0 entitled to the preferential taxation policies
Chongging Haier Intelligent Electronics Co., Ltd. 15% under the Western Development initiative
. . . 0 entitled to the preferential taxation policies
Qingdao Haigao Design & Manufacture Co., Ltd. 15% as a hi-tech enterprise
. . 0 significant  software  enterprise  tax
Qingdao Haier Technology Co., Ltd. 10% preferential
. A . entitled to the preferential taxation policies
0,
Qingdao Hairi High Technology Molding Co., Ltd. 15% as a hi-tech enterprise
. - - . 0 entitled to the preferential taxation policies
Qingdao Haier (Jiaozhou) Air-Comditioner Co., Ltd. 15% as a hi-tech enterprise
Beijing Haier Guangke Digital Technology Co., Ltd. 15% entitled to the preferential taxation policies

as a hi-tech enterprise
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Qingdao Haier Intelligent Technology Development

entitled to the preferential taxation policies

0,
Co., Ltd. 15% as a hi-tech enterprise
Foshan Haier Freezer Co., Ltd. 15% entltlgd to the preferentlal taxation policies
as a hi-tech enterprise
. 0 entitled to the preferential policies as a
Wuhan Haier Energy and Power Co., Ltd. 10% small and micro enterprise
Shanghai  Haier  Zhongzhifang Maker  Space 10% entitled to the preferential policies as a
Management Co., Ltd. (i SR A0 88 b ) 2 = (7] i 2 small and micro enterprise
o . . 0 entitled to the preferential taxation policies
Hefei Haier Washing Machine Co., Ltd. 15% as a hi-tech enterprise
. . . . 0 entitled to the preferential taxation policies
Qingdao Haier Washing Machine Co., Ltd. 15% as a hi-tech enterprise
Qingdao Jiaonan Haier Washing Machine Co., Ltd. 15% entitled to the preferential taxation policies
as a hi-tech enterprise
Qingdao Haier Drum Washing Machine Co., Ltd. 15% entltle_d to the pref_erentlal taxation policies
as a hi-tech enterprise
. . . 0 entitled to the preferential taxation policies
Foshan Shunde Haier Electric Appliance 15% as a hi-tech enterprise
Qingdao Economy and Technology Development Zone 15% entitled to the preferential taxation policies
Haier Water Heater Co., Ltd. as a hi-tech enterprise
Wuhan Haier Water Heater Co., Ltd., 15% entltle_d to the pref_erentlal taxation policies
as a hi-tech enterprise
Foshan Drum Washing Machine Co., Ltd. 15% entltle_d to the pref_erentlal taxation policies
as a hi-tech enterprise
. . - 0 entitled to the preferential taxation policies
Qingdao Haier Goodaymart Logistic Co., Ltd. 15% as a hi-tech enterprise
Qingdao Haier New Energy Electric Appliance Co., 15% entitled to the preferential taxation policies
Ltd. (5 S /RITRel sEas A IR A 5] as a hi-tech enterprise
Shengfeng Supply Chain Co., Ltd. (&FMEREEH TR 150 entitled to the preferential taxation for
AFE]D 0 enterprises in  Pingtan Comprehensive
- . 0 entitled to the preferential taxation policies
Chongging Goodaymart Electronics Sales Co., Ltd. 15% under the Western Development initiative
Chongging Haier Home Appliance Sale Co., Ltd. and 15% entitled to the preferential taxation policies
some branches in western region under the Western Development initiative
Chongging Goodaymart Electronics Sales Co., Ltd. and 15% entitled to the preferential taxation policies
some branches in western region under the Western Development initiative
- - . . 0 entitled to the preferential taxation policies
Chongaing Haier Washing Machine Co., Ltd. 15% under the Western Development initiative
. . 0 entitled to the preferential taxation policies
Chongging Haier Water Heater Co., Ltd. 15% under the Western Development initiative
Chongging Haier Drum Washing Machine Co., 15% entitled to the preferential taxation policies

Ltd.

under the Western Development initiative

VII. Explanatory Notes for Items in Consolidated Financial Statements
Unless otherwise specified, the following closing balance means the amount as at 30 June 2018;

opening balance means the amount as at 31 December 2017; current period means the amount incurred

from 1 January to 30 June 2018, while the previous period means the amount incurred from 1 January to
30 June 2017.

L.

Monetary funds

\Applicable oNot Applicable

Unit and Currency: RMB

Items

Closing balance

Opening balance

Treasury cash

698,625.89 513,781.37

Bank deposit

30,859,017,076.82

32,994,884,486.17

Other monetary funds

2,608,221,131.55

2,181,878,636.37
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Total

33,467,936,834.26

35,177,276,903.91

Among which: total of overseas
amounts

3,404,026,327.40

7,732,752,678.06

Other explanatory

An amount of RMB13,939,454,951.97 of the monetary fund was deposited in Haier Group Finance

Co., Ltd. on 30 June 2018, the balance of which including a fixed term bank deposit of

RMB195,000,000.00. The investment fund in the closing balance of other monetary fund was
RMB1,223,917,432.91, the payment of the third party platform was RMB101,396,403.97 and the
amount of deposits was RMB1,282,907,294.67.

2. Derivative financial assets
VApplicable oNot Applicable

Unit and Currency: RMB

Items Closing balance Opening balance
Forward foreign exchange sale and 40,047,728.30 20,681,695.50
purchase agreement

Total 40,947,728.30 20,681,695.50

3. Notes receivable
(1). Categories of Notes receivable
VApplicable oNot Applicable

Unit and Currency: RMB

Items Closing balance Opening balance
Bank acceptance notes 688,629,971.26 1,946,518,710.06
Commercial acceptance bill 11,519,508,594.06 11,086,564,810.93
Total 12,208,138,565.32 13,033,083,520.99

(2) The pledged Notes receivable of the Company at the end of the period was RMB

10,672,285,824.52.

4.  Accounts receivables

(1) Accounts receivables disclosed by categories:

Items

Closing balance

Opening balance

Book balance

Provision for bad
debts

Provision for bad

Book balance debts

Accounts receivables that are
individually significant and
are subject to provision for
bad debts on individual basis

Accounts receivables that are
subject to provision for bad
debts on portfolio basis

17,174,744,274.32

268,553,582.55

12,803,484,274.71

355,479,441.65

Accounts receivables that are
individually insignificant but
are subject to provision for

bad debts on individual basis

113,291,273.51

113,291,273.51

88,400,865.52 | 88,400,865.52

Total

17,288,035,547.83

381,844,856.06

12,

891,885,140.23 | 443,880,307.17

VApplicable oNot Applicable

(2) Accounts receivables of which provision for bad debts is made within the group:
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Closing balance

Opening balance

Aging Provision for bad Provision for bad
Book balance debts Book balance debts
Within 1
year 16,853,769,572.70 256,957,057.15 12,477,896,240.89 339,251,644.04
;éirs 140,519,655.88 5,561,809.25 178,439,139.22 8,870,352.87
f/éirs 130,680,210.93 4.599,469.31 121,898,217.63 6,094,910.89
Over 3
years 49,774,834.81 1,435,246.84 25,250,676.97 1,262,533.85
Total 17,174,744,274.32 268,553,582.55 12,803,484,274.71 355,479,441.65

(3)The total amount of the top 5 in the accounts receivables at the end of the period was RMB
6,446,253,513.62, accounting for 37.29% of the book balance of the accounts receivables, and the
amount of provision for bad debts was RMB 62,522,768.63.

(4)Provisions for bad debts made, collected or reversed in the period:
Provisions for bad debts in the amount of RMB 41,168,449.83 were reverted in the period.

(5)Accounts receivable written off in the period:
The bad debts written off in 2017 were RMB 10,804,087.08, and there was no significant accounts

receivable written off in the period.

(6)Restricted trade receivables in the period:

Trade receivables mortgaged and pledged for securing borrowings were RMB 4,027,213,632.11.

5.  Prepayments
(1). Aging of prepayments
Applicable oNot Applicable

Unit and Currency: RMB

Closing balance

Opening balance

Aging Amount Proportion (%) Amount Proportion (%)
Within 1 year 578,819,699.61 87.32 500,715,555.59 84.77
1-2 years 46,963,726.21 7.08 71,155,092.86 12.05
2-3 years 26,381,077.32 3.98 11,070,761.72 1.87
Over 3 years 10,735,757.07 1.62 7,752,248.04 1.31

Total 662,900,260.21 100.00 590,693,658.21 100.00

(2)The total amount of the top 5 in the prepayments at the end of the period was RMB 142,171,371.23,
accounting for 21.45% of the book balance of the prepayments.

6. Interest receivables

) Closing balance Opening balance
Aging Book balance Proportion Book balance Proportion
Within 1 year 237,294,144.94 98.09% 202,405,171.56 99.39%
1-2 years 4,617,291.33 1.91% 1,232,372.27 0.61%
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Total

241,911,436.27

100.00%

203,637,543.83

100.00%

7. Other receivables

(1) Other receivables disclosed by categories:

Items

Closing balance

Opening balance

Book balance

Provision for
bad debts

Book balance

Provision for
bad debts

Individual significant other
receivables  of  which
provision for bad debts is
made on an individual basis

Other receivables of which
provision for bad debts is
made on a group basis

893,993,897.28

28,411,130.32

989,277,529.42

28,013,547.55

Individual insignificant
other receivables of which
provision for bad debts is
made on an individual basis

47,523,424.67

47,523,424.67

48,882,935.05

48,882,935.05

Total

941,517,321.95

75,934,554.99

1,038,160,464.47

76,896,482.60

(2) Other receivables of which provision for bad debts is made on portfolio basis:

Closing balance Opening balance
Aging Provision for Provision for
Book balance bad debts Book balance bad debts

Within one year 750,333,461.50 22,548,649.73 873,640,986.50 22,317,036.56
1-2 years 85,678,706.51 3,472,500.09 60,265,756.01 2,927,971.65
2-3 years 30,718,969.68 1,450,084.92 21,037,477.39 1,051,873.86
Over 3 years 27,262,759.59 939,895.58 34,333,309.52 1,716,665.48

Total 893,993,897.28 28,411,130.32 989,277,529.42 28,013,547.55

(3) At the end of the period, total amount of top five other receivables was RMB 210,498,195.75,

representing 22.36% of the book balance of other receivables, and the amount of provision for bad debts
was RMB 1,750,000.00.
(4) Bad-debt provisions made, collected or reversed in the period:
Provisions for bad debts in the amount of RMB 2,436,120.66 were made in the period.
(5) The other receivables actually written off in the period was RMB 3,343,491.44.

(6) Other receivables mainly include the deposit, the quality retention money, staff borrowing, tax

refunds, and advance money for another, etc.

8. Inventories

(1) Details of inventories

Items

Closing balance

Opening balance
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Impairment Impairment
Book balance Provision Book balance Provision

Raw materials 2,768,478,339.49 | 41,202,173.80 | 3,459,878,187.81 | 33,888,186.04

Work in progress 115,584,274.92 212,212,549.56

Unsettled

payments of 214,481,301.96 187,935,341.58

completed

projects

Finished goods 20,177,061,361.84 | 728,107,386.90 | 18,374,187,900.35 | 696,800,993.08

Total 23,275,605,278.21 | 769,309,560.70 | 22,234,213,979.30 | 730,689,179.12
(2) Impairment provision of inventories
. Increase for the period Decrease for the period
Opening .
Items Provisions Other Write-off and Closing balance
balance ) ) Reversal
for the period increase others

Raw

. 33,888,186.04 7,603,733.47 261,558.60 28,187.11 41,202,173.80

materials
Finished

goods 696,800,993.08 | 204,516,648.95 2,864,501.37 170,345,753.76 728,107,386.90
Total 730,689,179.12 | 212,120,382.42 3,126,059.97 170,373,940.87 769,309,560.70

(3) Unsettled payments of completed projects from the construction contracts at the end of the

period
Unsettled payments of
Accumulated cost Accumulatively completed projects
Items . . ) Settled Amounts .
incurred recognized gross profit from the construction
contracts
Amount 1,003,760,368.89 205,449,971.85 994,729,038.78 214,481,301.96
9. Assets held for sale and liabilities held for sale

Items Closing balance Opening balance
Assets held for sale 1,233,866,625.56
Liabilities held for sale 296,505,653.77
Net amount held for sale 937,360,971.79

The Company intends to dispose 58.08% equity of Shengfeng Logistics Group Co., Ltd

(hereinafter referred to as “Shengfeng Logistics™) at a consideration of RMB 0.798 billion in the period

for business planning consideration. After the disposal, the Company will no longer hold any equity

interests of Shengfeng Logistics. The equity disposal agreement provides that change in business

registration and transfer of actual control shall be completed within one year, which includes update of

shareholders’ joint operation agreement; update of Article of Associations; Appointment of directors by
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new shareholders and dismissal of directors by Goodaymart Logistic, etc.

10. Other current assets

(1) Details of other current assets

Closing balance Opening balance
Items Impairment Impairment
Book balance Provision Book balance Provision
Bank Treasury 2,231,850,307.37 2,007,051,839.54
deposit 1T TETEE TR R
Deductable VAT 1,741,330,986.94 |  7,980,978.65 | 1,941,860,551.67
Others 724,119,192.93 440,847,627.62
Total 4,697,300,487.24 7,980,978.65 | 4,389,760,018.83
(2) Impairment provision of other current assets
. Increase for the period Decrease for the period
Opening .
Items Provisions for Other Write-off and Closing balance
balance Reversal
the period increase others
Deductible
VAT 7,980,978.65 7,980,978.65
Others
Total 7,980,978.65 7,980,978.65

11. Available-for-sale financial assets

(1) Information of available-for-sale financial assets:

Closing balance Opening balance
. Provision . Provision
ltems
Carrying for Book value Carrying for Book value
Balance . . balance . .
impairment impairment
Auvailable-for
-sale equity
instrument
At fair value | 1 435 064,752.28 1,435,064,752.28|  26,931,420.99 26,931,420.99
At cost 153,615,971.20| 30,225,000.00| 123,390,971.20| 1,418,647,886.83| 30,225,000.00| 1,388,422,886.83
Total 1,588,680,723.48| 30,225,000.00| 1,558,455,723.48| 1,445,579,307.82| 30,225,000.00| 1,415,354,307.82

(2) Auvailable-for-sale financial assets at fair value at the end of the period:

Categories of available-for-sale financial assets

Available-for-sale equity instrument

Cost of equity instrument 1,305,411,286.65
Fair value 1,435,064,752.28
Accumulated fair value changes credited into other

116,462,955.50

comprehensive income
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Allowance for impairment

(3) Movement in impairment of available-for-sale financial assets during the reporting period:

Item

equity instrument

Provision for impairment of available-for-sale

Provision balance at the beginning of the period 30,225,000.00
Provision made in 2018
Decrease in 2018
Allowance for impairment amounts at the end of the period 30,225,000.00
12. Long-term equity investments
\/Applicable oNot Applicable
Increase,” decrease during the period
Investment Adjustment in )
Opening . Declaration
Investees income other Other
balance Investments . . . of cash
. recognized comprehensive changes in .
increased ) . ] dividends
under equity income equity )
or profits
method
Associates:
Haier Group Finance Co., | 4,682,887
Ltd. 22773 329,018,613.88 23,160,510.46
Bank of Qingdao co., Ltd. 248&?53 126,969,897.23 40,527,018.36 '77’995’638
Haier Medical and
Laboratory Products Co., 332’3?%3 18,665,089.87
Ltd. )
Wolong Electric
Zhanggiu Haier Motor | 1185979 1,085,772.63
Co., Ltd. )
Qingdao Haier Software 17,899,33 30,81
Investment Co., Ltd. 1.07 )
Qingdao Haier SAIF
Smart Home Industry 270,536,8
Investment Center 81.98
(limited partnership)
Qingdao Haier Special
Steel Plate Research and 106’82862
Development Co., Ltd. ’
Hefei Haier Special Steel
Plate Research and 140"2124613
Development Co., Ltd. ’
Mitsubishi Heavy
Industries Haier 529,934,7 -56,772,000
(Qingdao) 50.95 38,033,746.45 00
Air-conditioners Co., Ltd.
Qingdao Haier Carrier
Refrigeration Equipment 305’%3563 6,006,028.41
Co., Ltd. )
Beijing Mr. Hi Network
Technology Company 3’757’732
Limited )
Qingdao Haler | 543 768,6 6,102,089.30
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Multi-media Co., Ltd. 56.24
Beijing Xiaobei 2.687.341
Technology Co., Ltd. .82
Beijing ASU
Tech Co.. Ltd 27,977,441.33 | -12,972,276.93
Qingdao HBIS  New
Material Technology Co.
Ltd (5 &40 5 kRt 246,563,324.75 8,181,770.11
HARARD
Guangzhou Heying
Investment  Partnership
(Limited Partnership) (J | 152,047,5
. 35.44
BB S Pk Ak (A
FRAAKD D
China Shengfeng
Microfinance limited in 80,226,59
Jin’an District of Fuzhou 5.74 203,120.76
City
Fujian ATL-Shengfeng 13,117,74
Logistics Co., Ltd. 8.43
Qingdao Jiavayun
Network Technology Co., | 1,755,356
Ltd. (7 5 50 7 M 4 Rt 84 -353,653.58
B BR AT
Qingdao JSH Network 5,511,749
Technology Co. Ltd. .00
['%”?%;g;f;{‘;%’;* " 0485052 1,953995.60 |  1,511,839.86 -264,154.48
. ~ .
L'F','\F'QTV%?'\E")PG'I\\‘A‘TTED o182 15,255,570.62 |  -4,448,841.20
HPZ LIMITED 80’588’81 1,879,469.24 1,066,314.42
O O T ORA 295052 4248451397 |  24,980,259.95
MiddleEast Air
conditioning Company, 22’052"51‘21' -1,580,766.44 232,792.47
Limited )
Total 13,013,76 -135,031,79
7.394.28 274,540,766.08 | 580,932,950.31 87,029,894.32 448
Continued table
Increase/decrease during the period Closing
balance of

Investees

The disposal of

Closing balance

Others provision for
the investment . .
impairment
Associates:

Haier Group Finance Co., Ltd. 5,035,066,352.07
Bank of Qingdao Co., Ltd. -35,459,345.18 2,516,666,030.19
Haier Medical and Laboratory Products Co., Ltd. 350,895,461.76
Wolong Electric Zhanggiu Haier Motor Co., Ltd. 119,983,110.03
Qingdao Haier Software Investment Co., Ltd. 17,899,300.26
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Qingdao Haier SAIF Smart Home Industry

Invgstment anter (Iimited partnership) 270,536,881.98
D%\I/r;?gsr?];ilgo,s,piff Steel Plate Research and -106,068,803.08
DZ\?Z?(I) ;ﬁ:eenrts(‘f)oefﬂ (fteel Plate Research and -140,494,521.67
it ey st Hair Qoo
C%.i,ngggo Haier Carrier Refrigeration Equipment 311.191.165.50 -21,000,000.00
I_3ei_jing Mr. Hi Network Technology Company 3.757.759.75
Limited -
Qingdao Haier Multi-media Co., Ltd. 549 870,745.54
Beijing Xiaobei Technology Co., Ltd. 2,687,341.82
Beijing ASU
Tech Co., Ltd. 15,005,164.40
Qingdao HBIS New Material Technology Co. Ltd
(T S5 TR AT IR 7)) 254,745,094.86
Guangzhou Heying Investment Partnership
(Limited Partnership) (/" & w5 &tk 4ilk G 152,047,535.44
MREtO D
Shengfeng Microﬁnance limited in Jin’an District -80.429.716.50
of Fuzhou City e
Fujian ATL-Shengfeng Logistics Co., Ltd. -13,117,748.43
Qingdao JSH Network Technology Co. Ltd. 5,511,749.00
Hunan Electronic Co., Ltd. (G#iF AR R E4L) 68,058,207.73
HNR COMPANY (PRIVATE) LIMITED 102,384,957.04
HPZ LIMITED 83,534,353.67
CONTROLADORA MABE S.A.deC.V. 3,052,527,094.50
MiddleEast Air conditioning Company Limited 20,702,569.45
Total -35,459,345.18 | -340,110,789.68 13,445,669,075.65 | -21,000,000.00

13. Investment properties

(1) Increase and decrease of investment property under cost model for the year are set out as

follows:

Items

House, buildings

Land use rights

Total

I. Original value

1.0pening balance

44,408,479.02

2,128,550.51

46,537,029.53

2.Increase for the period

(1) Outsourced

(2) Inventories\fixed
assets\construction in progress
transferred

347,500.00
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(3) Increase in enterprise

combinations

3.Decrease for the period

(1) Disposal

(2) Other transferring out

Impact of fluctuation in exchange rate
for the period

311,192.00

311,192.00

4.Closing balance

45,067,171.02

2,128,550.51

47,195,721.53

Il. Accumulated  depreciation  and

accumulated amortization

1.0pening balance

14,853,338.04

469,675.50

15,323,013.54

2.Increase for the period

(1) provision or amortization

851,057.75

20,118.11

871,175.86

3.Decrease for the period

(1) Disposal

(2) Other transferring out

Impact of fluctuation in exchange rate
for the period

44,056.86

44,056.86

4.Closing balance

15,748,452.65

489,793.61

16,238,246.26

I11. Provision

for impairment

1.0pening balance

2.Increase for the period

(1) Provision

3. Decrease for the period

(1) Disposal

(2) Other transferring out

4.Closing balance

1V. Book value

1.Book value at the end of the

period

29,318,718.37

1,638,756.90

30,957,475.27

2.Book value at the beginning of

the period

29,555,140.98

1,658,875.01

31,214,015.99

(2) Depreciated and amortized amount for the current period was RMB 871,175.86 .

(3) No provision for impairment was made as the recoverable amount of investment property was

not less than the book value of the Company at the end of the period.
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14. Fixed assets

Transportation

Projects Houses and buildings Production equipment )
equment
I. Original value
1.0pening balance 8,703,459,923.10 15,481,104,152.38 288,062,860.51
2.Increase amount for the
period
(1) Acquisition 77,341,110.30 120,206,848.18 3,132,410.90
(2) Transfer into construction
) 77,064,914.36 477,923,850.95 25,535,754.67
in progress
('3) Increase in enterprise
combinations
3.Decrease for the period
(1) Disposal or Write-off -17,548,341.82 -399,396,221.73 -10,929,865.45
(2) Disposal of subsidiaries
(3) Transfer into held for sale -171,460,105.94 -16,042,322.05 -73,091,329.82
Impact of fluctuation in
exchange rate for the period 14,012,790.41 61,703,290.85 -776,369.88
4.Closing balance 8,682,870,290.41 15,725,499,598.58 231,933,460.93
1. Accumulated
depreciation
1.0pening balance 2,504,185,797.82 6,292,261,294.47 144,327,969.99
2.Increase for the period
(1) Provision 215,088,009.26 880,437,104.10 15,452,707.34
(2) Increase in enterprise
combinations
3.Decrease for the period
(1) Disposal or Write-off -6,619,572.50 -353,210,658.55 -10,413,738.26
(2) Disposal of subsidiaries
(3) Transfer into held for sale -22,411,152.92 -9,777,327.57 8,335,803.08
Impact of fluctuation in
exchange rate for the period 3,910,590.77 27,917,182.42 -505,368.52
4.Closing balance 2,694,153,672.43 6,837,627,594.87 157,197,373.63
I11. Provision
for impairment
1. Opening balance 30,703,168.88 11,490,036.50 2,019.29

2.Increase for the period

(1) Provision
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(2) Increase in enterprise

combinations

3.Decrease for the period

(1) Disposal or Write-off -110,190.08
Impact of fluctuation in
exchange rate for the period 863,774.00 47,070.80
4.Closing balance
31,566,942.88 11,426,917.22 2,019.29
1V. Book value
1.Book value at the end of the
period 5,957,149,675.10 8,876,445,086.49 74,734,068.01
2.Book value at the
.. . 6,168,570,956.40 9,177,352,821.41 143,732,871.23
beginning of the period
Continued table
Items Office equipment Other Total
I. Original value
1.0pening balance 359,368,775.40 687,992,144.77 |  25,519,987,856.16
2.Increase for the period
(1) Acquisition 19,781,702.09 30,543,129.96 251,005,201.43
(2) Transfer into construction
. 12,853,719.22 37,310,537.76 630,688,776.96
in progress
('3) Increase in enterprise
combinations
3.Decrease for the period
(1) Disposal or Write-off -28,445,459.55 -18,157,754.46 -474,477,643.01
(2) Disposal of subsidiaries -22,099.15 -22,099.15
(3) Transfer into held for sale -26,279,861.14 -286,873,618.95
Impact of fluctuation in
exchange rate for the period -1,497,148.23 -1,538,089.27 71,904,473.88
4.Closing balance 362,061,588.93 709,848,008.47 |  25,712,212,947.32
1. Accumulated depreciation
1.Opening balance 191,480,416.39 327,884,084.08 9,460,139,562.75
2.Increase for the period
(1) Provision 17,722,512.15 39,844,685.91 1,168,545,018.76
(2) Increase in enterprise
combinations
3.Decrease for the period
(1) Disposal or Write-off -3,768,795.66 -5,244,383.32 -379,257,148.29
(2) Disposal of subsidiaries -4,986.63 -4,986.63
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(3) Transfer into held for sale -15,605,475.58 -39,458,152.99
Impact of fluctuation in
exchange rate for the period -716,241.46 -365,962.07 30,240,201.14
4.Closing balance 204,717,891.42 346,507,962.39 10,240,204,494.74
I1l.  Provision
for impairment
1.Opening balance 129,692.63 42,324,917.30
2.Increase for the period

(1) Provision

(2) Increase in enterprise
combinations
3.Decrease for the period

(1) Disposal or Write-off -110,190.08
Impact of fluctuation in
exchange rate i for the period 910,844.80
4.Closing balance 129,692.63 43,125,572.02
IV. Book value
1.Book value at the end of the
period 157,343,697.51 363,210,353.45 15,428,882,880.56
2.Book value at the beginning
of the period 167,888,359.01 359,978,368.06 16,017,523,376.11

(1) Total fixed asset transferred from construction-in-progress balance for the period amounted to
RMB 630,688,776.96.
(2) The pledged fixed assets were RMB 54,292,507.31 at the end of the period.

15. Construction in progress
(1). General information on Construction in progress
Applicable oNot Applicable

Unit and currency: RMB

Closing balance Opening balance
.. Provisio
. _ Provision _ N
Projects Carrying for Book value Carrying for Book value
Balance impairme Balance . -
impairm
nt
ent
Intelligent
kitchen (&' #Jsf | 170,181,357.33 170,181,357.33 35,666,458.97 35,666,458.97
BIiH)
Qingdao medical
refrigeration
appliances (755 | 116,259,304.80 116,259,304.80 166,981.10 166,981.10
R o) 4 HEL S I3
H)
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Hefei

Air-Conditioner | 116:224,367.60 116,224,367.60 25,181,280.17 25,181,280.17

Hefei

Refrigerator 98,511,618.08 98,511,618.08 55,478,420.33 55,478,420.33

Hefei Electrical

Air-Conditionsr 77,052,787.74 77,052,787.74

Electrical

Air-Conditioner 53,794,749.16 53,794,749.16 5,193,377.89 5,193,377.89

Shenyang

Refrigerator 47,535,209.10 47,535,209.10 50,298,040.73 50,298,040.73

Jiaozhou 36,710,172.40 36,710,172.40 5,809,318.63 5,809,318.63

air-conditioner

Qingdao 31,201,435.45 31,201,435.45 13,248,362.54 13,248,362.54

Refrigerator

Sr':gz‘iaro Special | 28 040,062.89 28,040,062.89 2,148,406.14 2,148,406.14

Qingdao washing 205.964.507.6

Appliances(75 & | 368,679,854.81 368,679,854.81 | 205,964,507.66 I

Ve AR IUH)

Tianjing

Goodaymart (% | 193,315,039.43 193,315,039.43 |  108,020,326.49 108’020’326'3

HEHHBIH)

Jiaozhou

Goodaymart(fi: 96,474,077.51 96,474,077.51 68,395,751.19 68,395,751.19

JHH B H)

Nanjing

Gooddaymart (3|  96,450,984.23 96,450,984.23 54,845,708.25 54,845,708.25

HHHEIIH)

Hefei Washing

machine (& iES: | 67,387,231.96 67,387,231.96 4,916,153.85 4,916,153.85

AKHLIH)

Qingdao 64,587,988.72 64,587,988.72 10,584,759.60 10,584,759.60

Front-loading

Foshan 50,817,691.39 50,817,691.39

Front-loading

Jin Zhou logistics|  35,243,742.36 35,243,742.36 23,284.812.07 23,284.812.07

Harbin

Goodaymart (I

135 H F U5t 25,770,319.83 25,770,319.83 15,254,265.96 15,254,265.96

H)

US GEA (:H 274.905,675.5

GEA T ) 226,759,449.97 226,759,449.97 |  274,905,675.53 3

Mexican project

CR PR ) 62,344,304.18 62,344,304.18 58,343,819.44 58,343,819.44

Others 519,403,589.45 519,403,589.45 | 512,683,703.71 512'683'703'1
Total 2,582,745,338.39 2’582’745’3%% 1,530,390,130.25 1'530'390'132%

(2) Changes in material construction in progress for the period
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Impact of
Proiect Opening Increase for the Transfer to Other fluctuation in Closing Source
rojects
) balance period fixed assets deductions | exchange rate balance of fund
for the period
Intelligen
(a8 35,666,458.97 134,514,898.36 3 ting
FUiH)
Qingdao
medical
refrigerat
iOﬂ Self-finan
appliance 166,981.10 116,092,323.70 116,259,304. _
== & 80 cing
s (&
R )
P HLER
i H)
Hefei
f . Self-finan
Air-Condit 25,181,280.17 99,780,496.91 8,737,400.48 116'224'36676 cing
ioner
Hefei
i Self-finan
Refrigerat 55,478,420.33 60,229,143.34 |  17,195,945.59 98'511'618-2 cing
or
Hefei
Electrical Self-finan
77,052,787.7
Air-Condit 71,052,787.74 4 cing
ioner
Electrical
. . Self-finan
Air-Condit 5,193,377.89 52,277,012.32 3,675,641.05 53'794'749'% cing
ioner
Shenyang
. Self-finan
Refrigerat 50,298,040.73 2,784,198.48 5,547,030.11 47'535'209-3 cing
or
Jiaozhou
. . Self-finan
Air-Condit 5,809,318.63 35,462,868.60 4,562,014.83 36'710'172-3 cing
ioner
Qingdao
. Self-finan
Refrigerat 13,248,362.54 24,509,693.00 6,556,620.09 31'201'435-3 cing
or
Qingdao
. Self-finan
Special 2,148,406.14 27,641,526.31 1,749,869.56 28'040'062-8 cing
Freezer
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Qingdao
washing
es(i5 ) 205,964,507.66 163,347,045.27 631,698.12 81 cing
Y
ZRIH)
Tianjing
Gooday )
Self-finan
mart (K 108,020,326.49 85,294,712.94 193,315,039, .
. 43 cing
#HH
HUH)
Jiaozhou
Gooday )
o Self-finan
mart(fix 68,395,751.19 28,078,326.32 96‘474‘077'5’ cin
g
MHH
JIE H )
Nanjing
Goodday
Self-finan
mart (4 54,845,708.25 41,605,275.98 96'450‘984'§ cing
wHH
JIE H )
Hefei
. Self-finan
Washing 4,916,153.85 65,582,538.25 3,111,460.14 67'387'231'2 cing
machine
Qingdao Self-finan
Front-loa 10,584,759.60 60,494,218.71 6,490,989.59 64‘587‘988'; cing
ding
Foshan Self-finan
Front-loa 97,887,279.14 47,069,587.75 50’817’691'3 cing
ding
Jin  Zhou Self-finan
35,243,742.3
logistics 23,284,812.07 11,958,930.29 6 cing
Harbin
Gooday
mart ("5 25.770.319.8 | Self-finan
e 15,254,265.96 10,718,276.09 202,222.22 3 cing
H i
H)
US GEA
(GEHE 226,759,449, | Self-finan
GEA Jji 274,905,675.53 214,197,010.27 | 241,839,138.39 -20,504,097.44 o7 cing
H)
Mexican
pI'OjeCt 62,344,3041 Self-finan
(CE 7G5 58,343,819.44 3,531,727.16 7,532,211.90 g | cing
I H)
Self-finan
Others 51268370371 | 29455099460 | 279.787.422.88 | 921086323 | 1,167,177.25 | 1940358 | L
Total 1,530,390,130.25 | 1,704,050,556.62 | 630,688,776.96 | 9,210,863.23 | -11,804,708.29 2'582'742'23

No impairment provision has been made for construction in progress at the end of the period, and
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the book balance equals the book value.

16. Disposals of fixed assets

. . Reasons of
Items Closing balance Opening balance .
transfer disposals
International Refrigerator Project 55,808,808.81 55,808,808.81 Demolition
Dalian Refrigerator obsolescence
55,860.49 .
disposal
Total 55,864,669.30 55,808,808.81
17. Intangible assets
(1). General information on intangible assets
Applicable oNot Applicable
Technical . .
Items . Concession Land use tights
expertise
I. Original value
1.0pening balance 742,607,859.28 | 3,698,357,200.00 1,765,843,606.80
2.Increase for the period
(1)Acquisition
1,293,275.47 349,011,322.09
(2)Inner R&D
(3)Increase in enterprise
combinations
3.Decrease for the period
(1)Disposal
(2)Disposal of subsidiaries
(3)Transfer into held for sale -58,219,505.79
Impact of fluctuation in exchange rate
9,063,065.83 46,638,400.00 -1,589,801.11

for the period

4.Closing balance 752,964,200.58 3,744,995,600.00 2,055,045,621.99

1. Accumulated amortization

1.0pening balance 123,656,890.94 148,964,464.68 182,818,222.79

2.Increase for the period

(1)Provision 36,141,130.31 41,880,508.14 17,589,464.35

(2)Increase in enterprise
combinations

3.Decrease for the period

(1)Disposal

(2)Disposal of subsidiaries
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(3)Transfer into held for sale -1,267,907.98
Impact of fluctuation in exchange rate
for the period 2,522,653.53 3,241,960.24 -362,317.37
4.Closing balance 162,320,674.78 194,086,933.06 198,777,461.79
1. Provision for impairment
1.0pening balance
2.Increase for the period
(1)Provision
(2)Increase in enterprise
combinations
3.Decrease for the period
(1)Disposal
(2)Disposal of subsidiaries
(3)Transfer into held for sale
Impact of fluctuation in exchange rate
for the period
4.Closing balance
IV.Book value
1.Book value at the end of the period 590,643,525.80 |  3,550,908,666.94 1,856,268,160.20
2.Book value at the beginning of the
period 618,950,968.34 3,549,392,735.32 1,583,025,384.01
Continued Table
Application
Items Trademark right management Total
software and others
1.Original value
1.Opening balance 620,749,000.00 997,531,221.52 7,825,088,887.60
2.Increase for the period
(1)Acquisition 39,842,045.89 390,146,643.45
(2)Inner R&D 683,268,017.49 683,268,017.49
(3)Increase in enterprise
combinations
3.Decrease for the period
(1)Disposal -6,903,507.31 -6,903,507.31
(2)Disposal of subsidiaries -18,543,829.64 -18,543,829.64
(3)Transfer into held for sale -
-3.479,171.03 61,698,676.82
Impact of fluctuation in exchange rate 7,828,000.00 27,956,711.17 89,896,375.89
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for the period

4.Closing balance

628,577,000.00

1,719,671,488.09

8,901,253,910.66

1. Accumulated amortization

1.0pening balance

353,572,422.07

809,012,000.48

2.Increase for the period

(1)Provision

100,501,387.04

196,112,489.84

(2)Increase in enterprise

combinations

3.Decrease for the period

(1)Disposal

(2)Disposal of subsidiaries

-692,531.87

-692,531.87

(3)Transfer into held for sale

-1,087,102.68

-2,355,010.66

Impact of fluctuation in exchange rate
for the period

3,703,092.33

9,105,388.73

4.Closing balance

455,997,266.89

1,011,182,336.52

I1l.  Provision for impairment

1.0pening balance

10,890,590.84

10,890,590.84

2.Increase for the period

(1)Provision

(2)Increase in enterprise
combinations

3.Decrease for the period

(1)Disposal

-928,924.48

-928,924.48

(2)Disposal of subsidiaries

(3)Transfer into held for sale

Impact of fluctuation in exchange rate
for the period

3,441.62

3,441.62

4.Closing balance

9,965,107.98

9,965,107.98

1V.Book value

1.Book value at the end of the period

628,577,000.00

1,253,709,113.22

7,880,106,466.16

2.Book value at the beginning of the
period

620,749,000.00

633,068,208.61

7,005,186,296.28

The intangible assets arising from inner R&D of the Company take up 12.68% of the original

value of intangible assets at the end of the period.

143/ 204



Qingdao Haier Co., Ltd 2018 Interim Report

18. Development expenses

Decrease for the period Impact of
. Charged to fluctuation of .
Opening Increase for Recognized as Closing
Items . profit or exchange
balance the period an balance
loss for the rate for the
. intangible asset .
period period
91ABD.ERP | 957 488,46 | 117,458,313 669,374,165.2 | -5,956,369. | 394,616,24
PROGRAM 5.55 .85 8 72 4.40
Others 19,562,808 | 1064275 | 3925378 | 13893:852.21 | 59565835 | 12000
Total 966,051,33 | 154,522,587 39 253.78 683,268,017.4 | -5,360,711. | 431,905,93
3.81 A2 T 9 37 8.29
19. Goodwill
Increase Impact of
. amount Decrease for the fluctuation in .
Items Opening balance . Closing balance
for the period exchange rate
period for the period
GEA 19,418,454,197.34 240,377,342.98 | 190908315403
Furniture
after-sales service 6,123,000.00 6,123,000.00
business
Shanghai Grand
Logistics Co., Ltd.
= 29,079,469.66 29,079,469.66
YA BR 2~ w)
GREEN one TEC
Solarindustrie 3,298,757.75 3,298,757.75
GmbH
Shanghai Boyol
New Brothers
Supply Chain 68,407,241.86 68,407,241.86
Management
Company Limited
Shengfeng
Logistics Group 317,954,690.69 317,954,690.69
Co., Ltd
Total 19,843,317,357.30 317,954,690.69 | 240,377,342.98 19’765’740’009'8

The Company calculates the recoverable amount of the asset groups by estimating the present value

of future cash flows. According to the cash flows in the next five to ten years based on the financial

budget approved by the management, the perpetual growth rate of cash flow in the next years is
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estimated to be 2%-3%, not more than the long-term average growth rate of the asset group business.

The discount rate is within the range of 9.00%-18.50%. The management prepares the financial budget

above based on the past performance and market development forecasts. Pursuant to the result of

impairment test, no goodwill has been impaired by the end of the period.

20. Long-term deferred expenses
. Impact of
Increase Amortization
. fluctuation in )
Opening amount for amount for Other Closing
Types i exchange
balance the the deductions balance
. . rate for the
period period .
period
Renovation
fee 7,658,358.06 3,391,834.09 16,644.93 4,249,879.04
Expenditure
for
reconstructi | 83 720,074.13 37’948’667'2 14’505’884'2 19’218’987'5 -337,657.34 | 87,606,212.79
on of leased
plant
Others 32,390,230.14 | OTOOT 1 445012006 | 121910796 | 6,054.79 | 46,467,102.03
Total 123,768,671.3 | 57,692,712.9 | 22,351,847.7 | 20,454,740.1 -331,602.55 138,323,193.8
3 4 0 6 6
21. Deferred income tax assets/ Deferred income tax liabilities
(1) The deferred income tax assets without consideration of the offsetting of balances
Items Closing balance Opening balance
Provision for assets impairment 184,309,780.09 185,051,809.02
Liabilities 1,491,060,824.72 1,514,275,639.33
Internal unrealized profit due to
consolidation 489,050,580.01 418,158,297.39
Others 194,161,861.92 327,972,788.34
Total 2,358,583,046.74 2,445,458,534.08
(2) Deferred income tax liabilities without consideration of the offsetting of balances
Items Closing balance Opening balance
Changes of the fair value 6,469,995.59 5,298,198.09
Disposal of subsidiaries 20,013,800.12 20,938,261.74
Financial assets held for sale 94,421,609.22 81,922,539.71
Reserved foreign enterprise income
tax 37,690,532.32 161,690,532.32
Depreciation and amortization of
assets and the difference of the tax 434,785,781.50 471,732,062.64
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laws

Interest rate swap agreement 21,379,038.65 13,902,650.26

Others 71,102,951.00 73,875,505.00
Total 685,863,708.40 829,359,749.76

(3) The deferred income tax assets and the deferred income tax liabilities offsetted at the end of the

period was RMB 523,261,027.55.

22. Other non-current assets

Applicable oNot Applicable

Unit and currency: RMB

Items Closing balance Opening balance
rarrfgayme”ts for equipment and 833,226,998.35 757,518,103.03
Forward foreign exchange sale 350,265,114.92 343,283,948.90
and purchase agreement
Others 321,137,033.81 153,262,129.83

Total 1,504,629,147.08 1,254,064,181.76

23. Short-term borrowings
VApplicable oNot Applicable

Unit and currency: RMB

Items Closing balance Opening balance
Pledged borrowings 4,069,979,063.47 3,914,042,669.00
Mortgage borrowings 61,325,808.17 130,394,916.35
Guaranteed borrowings 1,983,070,826.58 2,501,400,000.00
Unsecured borrowings 5,690,177,823.10 4,332,742,689.83

Total 11,804,553,521.32 10,878,580,275.18

24. Derivative financial liabilities

Applicable oNot Applicable

Unit and currency: RMB

Items Closing balance Opening balance
Forward foreign exchange sale 4,440,154.26 2.524,560.45
and purchase agreement
Total 4,440,154.26 2,524,569.45
25. Notes payable
Applicable oNot Applicable
Unit and currency: RMB
Categories Closing balance Opening balance
;‘I’Immerc'a”y acceptance 2,844,910,661.63 2,165,982,670.54
Bank acceptance bill 16,527,830,770.03 14,212,716,989.23
Total 19,372,741,431.66 16,378,699,659.77

26. Accounts payables
VApplicable oNot Applicable

Unit and currency: RMB

Items

Closing balance

Opening balance

Accounts payables

28,204,519,194.31

25,654,013,649.96
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Total

| 28,204,519,194.31 |

25,654,013,649.96 |

The book balance at the end of the period was mainly the unpaid expenditures on material,

equipment and labor.

27. Receipts in advance
VApplicable oNot Applicable

Unit and currency: RMB

Iltems Closing balance Opening balance
Receipts in advance 3,485,578,719.92 5,833,552,815.05
Total 3,485,578,719.92 5,833,552,815.05

The book balance at the end of the period was mainly the prepayment.

28.

Payables for staff’s remuneration

(1). Presentation of payables for staff’s remuneration

Applicable oNot Applicable

Unit and currency: RMB

ltems Opening Increase for Decrease for Closing balance
balance the period the period g
I . Short-term 2,130,024,644.0 | 8,086,543,734.5 | 8,484,942,412.4 | 1,731,625,966.1
remuneration 1 9 2 8
1. Post-employment 44,417,648.82 | 646,344,436.95 | 653,971,756.71 36,790,329.06
benefits-defined
contribution plan
[II. Termination benefits 14,959,967.19 187,362.24 10,941,391.57 4,205,937.86
IV . Other welfare due 159,786,862.88 2,989,668.67 860,074.37 | 161,916,457.18
within one year
2,349,189,122.9 | 8,736,065,202.4 | 9,150,715,635.0 | 1,934,538,690.2
Total
0 5 7 8
(2). Presentation of short-term remuneration
ltems Opening Increase for Decrease for Closing
balance the period the period balance
(1) Salaries, bonps, 1,257,065,187.6 | 5,510,985,821.4 | 5,850,082,040.4 917,968.968.60
allowance and benefit 1 0 1
(2) Employee welfare 297,270,715.36 | 140,889,006.31 | 146,540,689.66 | 291,619,032.01
(3) Social benefit 147,366,747.95 | 812,242,114.77 | 816,289,556.66 | 143,319,306.06
(4) Housing fund 7,727,158.93 135,473,605.37 134,374,421.77 8,826,342.53
(5) Labor union fee and | ,g7535931 | 3336596850 | 3864076252 |  2,600,565.29
education fee
(6) Short-term 176,242,872.66 | 113,125,238.74 | 108,561,006.13 | 180,807,015.27
compensated leave
(7) Others 241,476,602.19 | 1O AOLITOD | 1INASIBISZ] g6 454 736 42
Total 2,130,024,644.;) 8,086,543,734.3 8,484,942,412.421 1.731.625.966.18
(3). Presentation of defined contribution plan
VApplicable oNot Applicable
Unit and currency: RMB
ltems Opening Increase for Decrease for Closing balance
balance the period the period g
1. Basic pension insurance 43,103,445.60 | 634,540,229.45 | 642,018,465.49 35,625,209.56
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2. Unemployment 765,277.29 11,149,536.79 11,209,557.33 705,256.75
insurance
3. Enterprise annuity 548,925.93 654,670.71 743,733.89 459,862.75
payment

Total 44,417,648.82 | 646,344,436.95 | 653,971,756.71 | 36,790,329.06

(4)Presentation of termination benefits

Items Closing balance Opening balance
Termination compensation 4,205,937.86 14,959,967.19
Total 4,205,937.86 14,959,967.19
29. Taxes payable
Applicable oNot Applicable
Unit and currency: RMB
Items Closing balance Opening balance
VAT 454,123,894.07 482,237,560.42
Business tax 7,253,589.46 6,482,581.69
Enterprise income tax 1,138,758,726.04 1,246,597,129.08
Individual income tax 26,694,034.04 22,133,761.57
Municipal maintenance tax 13,620,780.60 10,698,089.06
Education surcharge 5,781,675.20 4,651,788.94
The electrical and electronic 78,161.271.50 77.767,756.79
products waste treatment fund
Additional taxes 46,037,574.63 58,691,859.87
Total 1,770,431,545.54 1,909,260,527.42

30. Interests payable

Items Closing balance Opening balance
Interest of long-term borrowings 56,521,386.59 46,938,624.99
Interest of short-term borrowings 12,511,765.92 10,717,833.80

Total 69,033,152.51 57,656,458.79

31. Dividends payable

Company Closing balance Opening balance
BRAVE LION (HK) LIMITED 122,756,874.10 122,756,874.10
Other minority shareholders 407,065,787.01 30,999,441.54
Total 529,822,661.11 153,756,315.64
32. Other payables
Items Closing balance Opening balance
Other payables 11,077,488,012.51 10,805,162,943.62
Total 11,077,488,012.51 10,805,162,943.62
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The book balance at the end of the period mainly included the incurred but unpaid costs.

33.  Non-current liabilities due within 1 year

VApplicable oNot Applicable

Unit and currency: RMB

Items

Closing balance

Opening balance

Long-term borrowings due
within one year

3,108,306,051.60

2,850,325,000.00

Total

3,108,306,051.60

2,850,325,000.00

34. Long-term borrowings

(1). Classification of Long-term borrowings

Applicable oNot Applicable

Unit and currency: RMB

Items Closing balance Opening balance
Mortgage loan 25,676,073.88 30,542,316.47
Guaranteed borrowings 5,293,279,998.61 5,227,360,000.00
Credit borrowings 298,982,650.05 288,741,397.35
Guaranteed and mortgage 7,340,453,621.57 10,489,849,095.99
borrowings

Total 12,958,392,344.11 16,036,492,809.81

Description on classification of long-term borrowings:
Long-term borrowings — guarantee that the interest rate is the interest rate as provided in the

borrowing agreement plus London inter-bank offered rate.

Long-term borrowings — the interest rate of domestic borrowing in the credit borrowings is the

benchmark loan rate published by the People’s Bank of China.

Long-term borrowings — the interest rate of international borrowings in the credit borrowings is the

interest rate as provided in the borrowing agreement plus London inter-bank offered rate.

Long-term borrowings — pledge that the interest rate is the interest rate as provided in the borrowing

agreement plus London inter-bank offered rate.

35. Bonds payables

On 21 November 2017, Harvest International Company, a wholly owned subsidiary of the Company

issued convertible corporate bonds amounting to HK$8 billion, the term of which is 5 years with nil

coupon rate and an investors’ return of 1%.

Convertible corporate bonds were divided into liability component and equity component upon

initial recognition:

Items

Convertible corporate bonds issued in 2017

Initially recognized:

6,731,131,007.13

Including:
Equity component of convertible corporate bonds 431,424,524.07
Liability component of convertible corporate bonds 6,299,706,483.06

Changes in liability component of convertible corporate bonds for the period:
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Less:
reclassified
Bond bond
. Increase . . Impact of into due .
Opening interests interests Closing
Items for the . exchange within one
balance . accrued for | paid for balance
period . rate year for the
the period the .
. period
period
Convertible
corporate 6,211,08 80,970,718 56,010,012. 6,348,069,0
bonds issued 8,362.68 .36 75 93.79
in 2017
Total 6,211,08 80,970,718 56,010,012. 6,348,069,0
8,362.68 .36 75 93.79

36. Long-term payables

Items Closing balance Opening balance

CDB development fund investment fund 93,000,000.00 93,000,000.00
Lease 7,337,376.67 13,020,029.74
Total 100,337,376.67 106,020,029.74

Under the Investment Contract of China Development Fund executed by the Company and its

subsidiaries including Qingdao Haier Refrigerator Co., Ltd., Qingdao Haier Air Conditioner Gen Corp.,

Ltd., Qingdao Haier (Jiaozhou) Air-conditioning Co., Limited together with China Development Fund
Co. Ltd. in 2015 and 2016, China Development Fund Co. Ltd. invested RMB20 Million in Qingdao
Haier Refrigerator Co., Ltd., and RMB73 Million in Qingdao Haier (Jiaozhou) Air-conditioning Co.,

Limited. China Development Fund Co. Ltd. obtains 1.2% of the earnings every year in dividend or

through call premium. From 2020 to 2027, the Company and its subsidiaries will repurchase the

investments made by China Development Fund Co. Ltd. to the subsidiary of the Company.

37.
Applicable oNot Applicable

Long-term payables for staff’s remuneration

(1) Table of long-term payables for staff’s remuneration

Items

Closing balance

Opening balance

I. Post-employment benefits: net

liability of defined benefit plan 568,258,334.25 549,421,555.18
Il. Termination benefits 197,840,493.92 153,682,943.65
I11. Provision for work-related injury
compensation 188,983,059.97 195,056,243.70
IV. Other long-term benefits

Total 955,081,888.14 898,160,742.53
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(2) Defined benefit plan

Some subsidiaries of the Company have set several defined benefit plans for the qualified staff. In

these plans, the employees are entitled to enjoy the retirement benefits agreed in such defined benefit

plans.

These plans are exposed to interest rate risks, changes in life expectancy of the beneficiary and

other risks.

The recent actuarial evaluation of the assets and the present value of defined benefit obligations

under such plans are determined by using the expected cumulative welfare unit method.
(D.The defined benefit plan of Haier Asia Co., Ltd. (J/RIEMFk24E), a subsidiary of the

Company

Actuarial assumption used in the defined benefit plan

Items Percentage
I. Discount rate 0.50%
1. Expected rate of return 2.00%
Present value of defined benefit obligations
Items Amount
I. Opening balance 303,316,065.92
I1. Defined benefit cost in current profit or loss
1. Current period service cost
2. Past service cost
3. Settlement profit (loss indicated in*-")
4. Interest expenses
I11. Defined benefit cost in other comprehensive incomes
1. Actuarial loss (gain indicated in “-”)
IV. Other changes 10,477,238.90
1. Consideration paid upon settlement
2. Prepaid benefits
3.Exchange difference 10,477,238.90
V. Closing balance 313,793,304.82
Fair value of plan assets
Items Amount
I. Opening balance 307,323,897.90

I1. Defined benefit cost in current profit or loss
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1. Interest income

I11. Defined benefit cost in other comprehensive incomes

1. Return on plan assets (except those included in net
interests)

2. Changes in impact of asset cap (except those included in
net interests)

IV. Other changes 10,615,678.69
1. Payments made by the employer

2. Prepaid benefits

3.Exchange difference 10,615,678.69
V. Closing balance 317,939,576.59

Neither the Company's common stocks or bonds, nor the properties occupied by the Company are

included in the plan assets.

Net liability (net asset) of defined benefit plan

Items Amount
I. Opening balance -4,007,831.98
I1. Defined benefit cost in current profit or loss
I11. Defined benefit cost in other comprehensive incomes
IV. Other changes -138,439.79
V. Closing balance -4,146,271.77

The average term for the defined benefit obligation is 14.70 years at the balance sheet date.

(2. The defined benefit plan of Roper Corporation, a subsidiary of the Company

Roper Corporation, a subsidiary of the Company, has set post-employment defined benefit plan of

health care benefits for the qualified staff.

Actuarial assumption used in the defined benefit plan

Items Percentage
1. Discount rate 3.98%
Present value of defined benefit obligations
Items Amount

I . Opening balance

145,677,081.28

II. Consolidation of enterprises under non-common control

[1I. Defined benefit cost in current profit or loss

16,018,353.15

1. Current period service cost

10,763,690.62

2. Past service cost
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3. Settlement profit (loss indicated in “-)

4. Interest expenses 5,254,662.53
IV. Defined benefit cost in other comprehensive incomes
1. Actuarial loss (gain indicated in “-”)
V. Other changes -7,152,930.80
1. Consideration paid upon settlement
2. Paid benefits -9,211,583.30
3. Exchange difference 2,058,652.50
VI. Closing balance 154,542 503.63

Net liability (net asset) of defined benefit plan

Items Amount

I . Opening balance 145,677,081.28

II. Consolidation of enterprises under non-common control

III. Defined benefit cost in current profit or loss

16,018,353.15

IV. Defined benefit cost in other comprehensive incomes

V. Other changes

-7,152,930.80

VI. Closing balance

154,542,503.63

The average term for the defined benefit obligation is 12.14 years at the balance sheet date.

®). The defined benefit plan of Haier US APPLIANCE SOLUTIONS, INC. a subsidiary of the

Company.

Haier US APPLIANCE SOLUTIONS, INC., a subsidiary of the Company, has set post-retirement

defined benefit plan of health care benefits for the qualified staff.

Actuarial assumption used in the defined benefit plan

Items Percentage

I. Discount rate 3.68%

Present value of defined benefit obligations

Items Amount

I . Opening balance

384,788,210.83

II. Consolidation of enterprises under non-common control

[1I. Defined benefit cost in current profit or loss

29,106,878.98

1. Current period service cost

16,850,124.36

2. Past service cost

3. Settlement profit (loss indicated in “—"
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4. Interest expenses 12,256,754.62

IV. Defined benefit cost in other comprehensive incomes

1. Actuarial loss (gain indicated in “—"")

V. Other changes -22,633,577.93

1. Consideration paid upon settlement

2. Paid benefits -27,537,079.18
3. Exchange difference 4,903,501.25
VI. Closing balance 391,261,511.88

Net liability (net asset) of defined benefit plan

Items Amount
[ . Opening balance 384,788,210.83
II.Consolidation of enterprises under non-common control
III. Defined benefit cost in current profit or loss 29,106,878.98
IV. Defined benefit cost in other comprehensive incomes
V. Other changes -22.633,577.93
VI. Closing balance 391,261,511.88

@. The defined benefit plan of Haier US APPLIANCE SOLUTIONS, INC., a subsidiary of the

Company.

Haier US APPLIANCE SOLUTIONS, INC., a subsidiary of the Company, has set a defined

benefit plan of retirement pension for the qualified staff.

Actuarial assumption used in the defined benefit plan

Items Percentage

I. Discount rate 3.21%

Present value of defined benefit obligations

Items Amount
I . Opening balance 333,354,980.83
IT.Consolidation of enterprises under non-common control
[1I. Defined benefit cost in current profit or loss 17,965,772.49
1. Current period service cost 47.498.61

2. Past service cost -

3. Settlement profit (loss indicated in “—") -
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4. Interest expenses 17,918,273.88
IV. Defined benefit cost in other comprehensive incomes 9,339,933.04
1. Actuarial loss (gain indicated in “—") 9,339,933.04
V. Other changes -47,890,921.01
1. Consideration paid upon settlement -
2. Paid benefits -51,313,200.62
3. Exchange difference 3,422,279.61
VI. Closing balance 312,769,765.35
Fair value of plan assets
Items Amount

[ . Opening balance 226,737,778.94
I1. Defined benefit cost in current profit or loss 94,562.86
1. Interest income 94,562.86
I11. Defined benefit cost in other comprehensive incomes -
1. Return on plan assets (except those included in net i
interests)

2. Changes in impact of asset cap (except those included in

net interests)

IV. Other changes -25,946,523.34
1. Payments made by the employer 23,412 ,557.16
2. Paid benefits -51,313,200.62
3. Exchange difference 1,954,120.12
V. Closing balance 200,885,818.46

Net liability (net asset) of defined benefit plan
Items Amount
I . Opening balance 106,617,201.89

II.Consolidation of enterprises under non-common control

III. Defined benefit cost in current profit or loss

17,871,209.63

IV. Defined benefit cost in other comprehensive incomes 9,339,933.04
V. Other changes -21,944,397.67
VI. Closing balance 111,883,946.89

(3) Provision for work-related injury compensation

Our subsidiary Haier US APPLIANCE SOLUTIONS, INC. made a provision for the

occupational injury claims filed by the injured due to production accidents starting from 1 January

1991. The provision will be used to pay the claims to the employees injured during the accidents.

The provision accrued was prepared by Beecher Carlson Insurance Services, LLC., adopting the
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actuarial method. The discount rate used in the actuarial method is 3.72%.

Items Amount

I . Opening balance 267,182,167.75

II. Consolidation of enterprises under non-common control

III. Compensation expenses in current profit or loss

-11,690,699.39
IV. Compensation amount actually paid for the period
V. Other changes 2,988,751.96
VI.Closing balance 258,480,220.32

Classification of the balance of defined benefit plan

Items Closing balance Opening balance
Short-term remuneration 89,429,628.15 87,660,938.82
Long-term remuneration 568,258,334.25 549,421,555.18

Total 657,687,962.40 637,082,494.00

38. Estimated liabilities

Items Closing balance Opening balance
Estimated charges of “three
N . . 2,860,993,355.02 2,600,696,051.30
guarantees” and installations
Pending litigation 18,636,207.41 19,003,500.11
Others
Total 2,879,629,562.43 2,619,699,551.41

Significant assumptions and estimates related to the estimated charges of “three guarantees” and
installations: the Company rationally estimates the rate of “three guarantees” and installations according
to the previous actual expenditures and sales data on “three guarantees” and installations, and estimates
the potential charges of ‘three guarantees” and installations based on the policy of “three guarantees”
and installations and the realized sales data.

39. Deferred income
Explanations of deferred income
VApplicable oNot Applicable
Unit and Currency: RMB

Items Opening balance Increase_ barr e Decrease_ lel iz Closing balance
period period
gzz?ér;mental 494,192,627.62 99,531,200.00 49,572,405.71 544,151,421.91
Leaseback 2,948,461.10 2,948,461.10
Total 497,141,088.72 99,531,200.00 52,520,866.81 544,151,421.91

40. Other non-current liabilities
\Applicable oNot Applicable
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Items Closing balance Opening balance
Forward foreign exchange sale
and purchase contracts 242,658,549.02 242,417,657.63
Repurchase obligation for
minority equity interests 969,992,212.60 916,938,153.36
Intangible consideration 5,612,008.70 5,384,860.29
Fair value change on sold-out
share options 6,196,157.27
Long term guarantee deposit 10,222,491.86

Total 1,228,485,262.18 1,170,936,828.55

41. Share capital

Class of shares Opening balance

Increase for the
period

Decrease for
the period

Closing balance

I. Restricted shares

1. State-owned shares

2.Shares held by domestic
non-state-owned
legal entities

3.Shares held by domestic
natural persons

4. Shares held by foreign
non-state-owned legal
entities

IT. Non-restricted shares 6,097,402,727

6,097,402,727

1.0rdinary shares in

RMB 6,097,402,727

6,097,402,727

2. Domestic listed foreign
shares

3. Overseas listed foreign
shares

4. Others

[II. Total shares 6,097,402,727

6,097,402,727

42. Other equity instruments

Items Opening balance

Increase for the

period period

Decrease for the

Closing balance

Equity component of

convertible corporate bonds 431,424,524.07

431,424,524.07

Total 431,424,524.07

431,424,524.07

43. Capital reserve
VApplicable oNot Applicable

Unit and Currency: RMB

Items

Opening balance Increase for the period

Decrease for the

Closing balance
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period
Capital premium
(share capital 47,000,347.59 47,000,347.59
premium)
Other capital 826,883,093.84 826,883,093.84
reserve
Total 826,883,093.84 47,000,347.59 873,883,441.43

Other explanations, including the explanations on increases or decreases for the period and the reasons

thereof:

Movements in share capital premium due to:@an increase of RMB 46,742,074.11 in capital

premium due to the capital contribution to subsidiaries not on the original proportion of equity interest

for the period led to the changes in the shareholdings of the Parent Company; an increase in share

capital premium of RMB 258,273.48 due to acquisition of minority equity interests of subsidiaries for

the period.

44. Other comprehensive income

Amounts incurred for the period
Item Opening The Attributable Attributable Closing
S balance pre-income income tax to the parent to minority Others balance
amount for exDense company, net | shareholders,
the period P of tax net of tax
a -272,839,961.93 87,029,894.32 86,716,737.89 313,156.43 4022?% -145,895,096.34
b 3,074,994.11 | 125566,608.41 | 12,373,907.34 47,583,273.64 65,609,427.43 -17.11 50,658,250.64
c 39,797,118.61 29,653,932.68 7,070,873.51 22,583,059.17 62,380,177.78
d 203,472,980.90 | 174,678,517.32 116,511,067.77 58,167,449.55 319,984,048.67
€ -9,868,941.65 -9,601,565.98 | -2,649,298.25 -6,952,267.73 -16,821,209.38
Total -36,363,809.96 | 407,327,386.75 | 16,795,482.60 266,441,870.74 124,090,033.41 40223‘%3 270,306,171.37
Notes:

(1) Item a, b, ¢, and d are other comprehensive income that will be reclassified to profit or loss in

the future, including:

Item a represents other comprehensive income of investees accounted for using the equity method,

which will be reclassified subsequently to profit or loss.

Item b represents profit and loss in change in fair value of financial assets available-for-sale.

Item c represents effective portion of gain or loss arising from cash flow hedging instruments

Item d represents exchange differences from translation of foreign currency financial statements.

(2) Item e represents changes arising from remeasurement of net liabilities or assets of defined

benefit plans, which may not be subsequently reclassified to profit or loss.

45. Surplus reserve

\Applicable oNot Applicable

158/ 204

Unit and Currency: RMB




Qingdao Haier Co., Ltd 2018 Interim Report

Items Opening balance | Increase for the Decrease for the | Closing balance
period period

Statutory surplus | 5 55 400,980.82 2,055,400,980.82
reserve
Discretionary 26,042,290.48 26,042,290.48
surplus reserve
Reserve fund 11,322,880.64 11,322,880.64
Enterprise
expansion fund 10,291,630.47 10,291,630.47
Others

Total 2,103,057,782.41 2,103,057,782.41
46. Undistributed profits
Applicable oNot Applicable

Items Amount

Undistributed profits at the end of last year

22,793,110,884.09

Add: correction of accounting errors

Adjustment on implementation of ASBE

Adjustment on business combination under common control

Undistributed profits at the beginning of the year

22,793,110,884.09

Add: net profit attributable to owners of the Parent company 4,858,795,529.42
Profit available for appropriation for the year 27,651,906,413.51
Less: appropriation of statutory surplus reserve

Appropriation of staff incentive and welfare fund

Dividend payable for ordinary shares 2,085,311,732.63
Changes on accounting policies of the Company calculated by equity 75 417,874.90

method

Undistributed profits at the end of the period

25,491,176,805.98

47. Operating income and Operating cost

(1) Operating income

Categories Amount for the current period | Amount for the previous period
Principal Business 88,331,661,405.98 77,251,885,539.39
Other Business 259,965,220.09 333,122,374.54

Total 88,591,626,626.07 77,585,007,913.93

(2) Income and cost of principle operations presented by

product categories

Amount for the current period

Amount for the previous period

Categories Income of o
. Cost of principal
principal :
. business
business

Income of
principal
business

Cost of
principal
business
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Air conditioner 19,193,725,621.51 13,362,512,685.18 | 16,327,368,124.73 |  11,125,241,053.36
Refrigerator 25,442,769,193.45 17,561,134,268.46 | 22.743,000,584.94 | 15,418,659,922.43
Kitchen
. 10,472,786,314.52 6,835,672,573.70 |  9,963,072,558.48 |  6,440792,921.03
appliance
Water Heater 3,871,786,733.03 2101,843437.52 |  3,198,650,838.72 |  1,826,219,892.11
Washing 16,282,315,159.48 10,869,602,567.57 | 13,845,106,171.68 |  9,062,281,717.42
machine
Eﬂ:ﬁﬁge”t 1,248,084,170.06 1,089,213,193.13 |  1,494,754,632.57 | 1,261,495 445.43
Integrated
channel services 11,820,194,213.93 10,862,693,587.38 |  9,679,932,628.27 |  8,963,031,315.36
and others
Total 88,331,661,405.98 62,772,672,312.94 | 77,251,885,539.39 | 54,007,722,267.14

48. Taxes and surcharge
Applicable oNot Applicable

Unit and Currency: RMB

Items Amount for the current period | Amount for the previous period
City maintenance and 136,407,185.16 120,193,292.32
construction tax
Education surcharge 58,321,187.99 52,303,868.63
Property tax 29,657,440.18 26,032,307.24
Land use tax 20,661,100.58 18,718,053.00
Stamp tax 106,036,603.21 78,858,626.83
Others 53,332,114.80 49,424,564.78

Total 404,415,631.92 345,530,712.80

49. Expenses of sales

Applicable oNot Applicable

Unit and Currency: RMB

I Amount for the current Amount for the previous
tems . ;
period period
Expenses of sales 13,106,599,051.97 12,180,499,014.03
Total 13,106,599,051.97 12,180,499,014.03

Other explanations:

Expenses of sales of the Company mainly include compensation, transportation and warehousing costs,
advertising and sales promotion expenses, after-sale expenses and so on.

50. Management expenses

VApplicable oNot Applicable

Unit and Currency: RMB

| Amount for the current Amount for the previous
tems . .

period period
Management expenses 5,951,531,296.20 5,393,556,967.87
Total 5,951,531,296.20 5,393,556,967.87

Other explanations:

Management expenses of the Company mainly include compensation, research and development costs,
administrative expenses, taxes, rental payments and so on.
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51. Financial expenses

Items

Amount for the current

Amount for the previous

period period

Interest expenses 595,874,019.79 612,416,699.07
Less: interest income 225,158,944.99 132,915,870.10
Less: cash discount 72,886,733.41 86,520,731.41
Exchange gain or loss 59,249,129.28 172,272,254.88
Others 67,905,794.68 46,422,344.80

Total 424,983,265.35 611,674,697.24

52. Loss in assets impairment

Amount for the current

Amount for the previous

Items . .
period period
Loss on Bad debts (negatives indicate -38,732,329.17 124,869,464.91
reversal )
Loss from price drop in inventory 208,994,322.45 97,707,495.91
Other impairment losses 7,980,978.65
Total 178,242,971.93 222,576,960.82

53. Profit or loss of changes in fair value

ltems

Amount for the current

Amount for the previous

period period
Financial instruments measured in fair value
through current profit or loss - derivative 36,661,921.50 412,063,845.15
financial instruments
Total 36,661,921.50 412,063,845.15

54. Investment Income
Applicable oNot Applicable

ltems

Amount for the current

Amount for the previous

period period
Long-term equity investments income 580,932,950.31 585 960.632.76
calculated by the equity method
Investment income from disposal of 18.266.787.10 21.438,092.72
long-term equity investments
Investment income from financial assets
available for sale during the holding 75,468,156.04 21,465,578.23
period
Investment income from disposal of
financial assets at fair value and its 156,598,679.71 13.850,304.84

changes recognized in the current profit
and loss

Wealth management products return

36,192,415.80

11,128,105.80
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Total

867,458,988.96

653,842,714.35

55. Income on disposal of assets
Amount for the current | Amount for the previous
Items . .
period period
Income on disposal of non-current assets 6,918,487.21 39,226.66
Loss on disposal of non-current assets 1,250,413.68 7,187,565.90
Total 5,668,073.53 -7,148,339.24
56. Other income
Amount for the Amount for the Related to

Items

current period

previous period

assets/income

Government grants 214,614,016.20 129,003,732.73 Related to income
Government grants 9,678,395.82 5,738,834.79 Related to assets
Total 224,292,412.02 134,742,567.52

57.  Non-operating income
Amount for the current | Amount for the previous
ltems . .
period period
Income on disposal of non-current assets 1,998,891.62 49,388,374.65
Others 216,259,009.15 197,575,745.83
Total 218,257,900.77 246,964,120.48
58. Non-operating expenses
Amount for the current Amount for the
ltems . . .
period previous period
Loss on disposal of non-current assets 23,192,643.17 42,658,864.35
Charitable donation expenses 9,112,854.70 11,183,710.06
Others 16,087,040.22 23,548,882.84
Total 48,392,538.09 77,391,457.25

59. Income tax expense

(1) Table of income tax expense

Amount for the current Amount for the previous
Items . X
period period
Current income expense 1,017,160,671.22 778,856,781.57
Deferred tax expenses -50,520,990.09 -20,834,623.34
Total 966,639,681.13 758,022,158.23

(2) Adjustment process of accounting profit and income tax expenses for the period
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Items Amount
Total accounting profit 6,905,057,359.61
Income tax expenses calculated at statutory tax rate 1,726,264,339.90
Impact from different tax rates applicable to subsidiaries -569,886,234.04
Impact from adjustment to income tax in prior periods -94,046,913.98
Effect from non-taxable income -107,876,434.03

Impact from non-deductible costs, fees and losses

35,131,799.83

Effect on deductible provisional differences or deductible losses of
unrecognized deferred tax

96,124,044.22

Others

-119,070,920.77

Total income tax expenses

966,639,681.13

60. Other comprehensive income

Applicable oNot Applicable
Please refer to item 44 of Note VII. for further details.

61. Cash received from other operation related activities

Items Amount
Margins and securities 57,152,210.91
Government grants 54,441,945.89
gNrc;rr;;)peratlng income excluding government 123,431.292.75
Interest income 176,938,213.17
Others 94,409,270.27
Total 506,972,932.99
62. Cash paid to other operation related activities
Items Amount
Cash paid on operating expenses 4,693,457,442.70
Cash paid on management expenses 2,133,348,610.43
Cash paid on financial expenses 64,096,512.88
Non-operating expenses 41,086,384.22
Others 22,812,950.09
Total 6,954,801,900.32
63. Cash received from other investment related activities
Items Amount
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Government subsidies related to assets 8,945,900.00
Income on disposal of fixed exchange rate instrument 93,502,174.88
Total 102,448,074.88
64. Cash paid to other investment related activities
Items Amount
Payment of investment tax 15,071,145.00
Net cash of disposal of subsidiaries 57,211,358.66
Total 72,282,503.66
65. Cash paid to other financing related activities
Items Amount
Bonds Issuance fee 59,211,565.84
cash payment for withdrawal of investments from
minority shareholders 241,350.00
Acquisition of minority equity of subsidiaries 8,425,241.25
Bill margins 445,643,964.99

Total

513,528,122.08

66.

(1) Supplementary information on the statement of cash flow
Applicable oNot Applicable

Information of net profit adjusted to cash flows of operating activities:

Unit and Currency: RMB

Supplementary information Amount for_the current Amount for f[he previous
period period

1. Net profit adjusted to cash flows
of operating activities
Net profit 5,938,417,678.48 5,274,592,619.16
Add: impairment provision for assets 178,242,971.93 222,576,960.82
Depreciation of fixed assets,
Depletion of gas and oil assets, 1,169,416,194.62 1,156,635,794.09
depreciation of productive biological
assets
Amortization of intangible assets 196,112,489.84 174,140,085.27
Amortization of long term expenses payable 22,351,847.70 9,834,689.02
Loss on disposal of fixed assets,
intangible assets and other long term 15,525,678.02 418,828.94
assets (“-” represents “gains”)
loss on retirement of fixed assets(*“-”
represents “gains”)
Gain and loss on change of fair value -36,661,921.50 412,063,845.15
(“-” represents “gains”)
Financial expenses (“-” represents “gains”) 555,821,678.49 559,989,195.34
Loss on investments(“-” represents “gains”) -867,458,988.96 -653,842,714.35
Decrease of deferred income tax assets 110,034,637.01 274,672,665.40
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(“-” represents “increase”)

Increase of deferred income tax liabilities

(“-” represents “decrease”)

-160,555,627.10

-295,507,288.73

Decrease of inventories (“-” represents

“increase”)

-1,211,765,239.79

-2,039,892,028.23

Decrease of operational account receivables

(“-” represents “increase”)

-4,038,288,227.69

-720,284,772.02

Increase of operational account payables

(“-” represents “decrease”)

3,405,405,176.07

4,678,863,994.24

Others

91,787,606.90

204,268,474.66

Net cash flows generated from operational

activities

5,368,385,954.02

8,434,402,658.46

2. Significant investment and

financing activities not involving

cash inflows and outflows:

Capital transferred from debts

Convertible corporate bonds due within 1

year

Financial leased fixed assets through
financing

3. Net changes of cash and cash

equivalents:

Cash balance at the end of the period

32,185,029,539.59

28,773,619,133.86

Less: cash balance at the beginning of the

period

34,340,013,574.22

23,295,239,445.05

Add: cash equivalents balance at the end of

the period

Less: cash equivalents balance at the
beginning of the period

Net increase of cash and cash equivalents

-2,154,984,034.63

5,478,379,688.81

67. Cash and cash equivalents

Items Closing balance Opening balance
I. Cash 32,185,029,539.59 34,340,013,574.22
Including: treasury cash 698,625.89 513,781.37
Bank deposit available for payment at
any time 30,859,017,076.82 32,994,884,486.17
Other monetary capital available for 1325 313.836.88 1344 615 306.68
payment at any time T T
Il. Cash equivalents
Including: bond investment due within
three months
II. Closing balance of cash and cash 32 185.029.539.59 34.340.013.574.22
equivalents e o
Including: restricted cash and cash
equivalents used by the parent company
or subsidiaries of the Group
68. Monetary Items in Foreign Currency
Closing balance Opening balance
ltems . -
Foreign Exchange Foreign currency | Exchange
currency rate RMB balance balance rate RMB balance
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balance
Monetary capital
Dollar 1,226,265,171.00 6.6166 8,113,706,130.43 | 1,249,816,041.00 6.5342 8,166,547,975.10
Euro 34,990,910.61 7.6515 267,732,952.52 20,058,292.65 7.8023 156,500,816.74
Yen 4,243,413,546.49 | 0.059914 254,239,879.22 | 5,007,949,886.95 | 0.057883 289,875,163.31
HKD 78,331,649.28 0.8431 66,041,413.51 | 1,029,213,931.69 0.8359 860,319,925.50
Others 1,061,687,326.27 772,356,596.65
Sub-total 9,763,407,701.95 10,245,600,477.30
Receivables
Dollar 1,403,378,931.47 6.6166 9,285,597,037.96 | 1,036,244,584.01 6.5342 6,771,029,360.84
Euro 82,169,646.73 7.6515 628,721,051.96 46,516,973.55 7.8023 362,939,382.73
Yen 3,918,000,824.60 | 0.059914 234,743,101.41 | 3,875,029,615.17 | 0.057883 224,298,339.21
Others 2,207,477,333.76 1,744,262,398.17
Sub-total 12,356,538,525.09 9,102,529,480.95
Short-term borrowings
Dollar 1,092,610,120.39 6.6166 7,229,364,122.58 | 1,048,141,122.69 6.5342 6,848,763,723.88
Euro 19,868,970.27 7.6515 152,027,426.03 11,319,902.42 7.8023 88,321,274.65
Yen 3,042,500,000.00 0.0599 182,245,750.00 740,217,334.97 | 0.057883 42,846,000.00
HKD
Others 142,232,842.09 296,567,076.35
Sub-total 7,705,870,140.71 7,276,498,074.88
Payables
Dollar 1,150,676,035.35 6.6166 7,613,563,055.50 897,463,561.23 6.5342 5,864,206,401.79
Euro 154,122,289.33 7.6515 1,179,266,696.81 15,125,382.24 7.8023 118,012,769.85
Yen 3,105,923,438.90 0.0599 186,044,813.99 | 1,215,454,339.45 | 0.057883 70,354,143.53
Others 2,386,497,594.37 1,010,745,873.14
Sub-total 11,365,372,160.67 7,063,319,188.31
Non-current liabilities due within one year
Dollar 409,319,900.00 6.6166 2,708,306,050.34 375,000,000.00 6.5342 | 2,450,325,000.00
Sub-total 2,708,306,050.34 2,450,325,000.00
Long-term borrowings
Dollar 1,909,399,634.28 6.6166 | 12,633,733,620.18 | 2,449,565,439.28 6.5342 | 16,005,950,493.34
Yen 4,991,363,106.01 0.0599 298,982,650.05
Euro 3,355,691.55 7.6515 25,676,073.88
Sub-total 12,958,392,344.10 16,005,950,493.34
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VIII.

Changes in consolidation scope

1. The consolidation of enterprises under non-common control

oApplicable \Not Applicable

2. The consolidation of enterprises under common control

oApplicable \Not Applicable
3. Disposal of subsidiaries

Single disposal of investments in subsidiaries representing loss of control:

Name of subsidiaries

Jiangsu Goodaymart
Sunflower Supply
Chain Management

Qingdao
Haishengda
Refrigeration
Appliances Co.,

Qingdao Haizhijie
Refrigeration Co.,

Co., Ltd. (LHHHM | 1 YEk | Ltd (F R
mbspseermy | o RIS | e A
R 2AH) )
Consideration for disposal of 715.469.69 i i
equity interest
Proportion of equity disposal 51.00% - -
Method of equity disposal Disposal Deregistration Deregistration
Date of loss-of-control 2018/5/30 2018/5/30 2018/5/30
Basis of determination of date of Date of Date of

loss-of-control

Date of disposal

deregistration

deregistration

Difference  between  disposal
consideration and its share of net
assets of the subsidiary in the

consolidated financial statements 241,648.70 i i
as respect to the disposal of
investment
Continued,
Hefei Haice
Hefei Hailan Household
Household Applianecs Appliances
Name of subsidiaries Manufacturing Co., Manufacturing Beijing ASU
Ltd. (SRS aE] | Co., Ltd. (&fedg | Tech Co., Ltd.
EHRAF) RRBHEFRA
)
Cor!5|dgrat|on for disposal of i i 30,000,000.00
equity interest
Proportion of equity disposal - - 16.65%
Method of equity disposal Deregistration Deregistration Disposal
Date of loss-of-control 2018/5/30 2018/5/30 2018/1/1
Basis of determination of date of Date of

loss-of-control

Date of deregistration

deregistration

Date of disposal

Difference  between  disposal
consideration and its share of net
assets of the subsidiary in the
consolidated financial statements
as respect to the disposal of
investment

18,025,138.40
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4. Changes of consolidation scope for other reasons
Notes for the change of consolidation scope for other reasons (such as establishment of new subsidiaries,

liquidation of subsidiaries, etc.) and the relevant information:

VApplicable

oNot Applicable

(1) Qingdao Haier Intelligent Technology Development Co., Ltd. (F & # /& 47 i H K41 & A 1k

,»4]), a subsidiary of the Company, funded the establishment of Haier (Shanghai) Household
Appliances R&D center Co., Ltd. (&R (L&) R K F.SH R ), awholly-owned subsidiary

for the period.

(2) Haier Industrial Holding Limited (& R T k4% i A 2\ 4]), a subsidiary of the Company,

funded the establishment of Haier Digital Technology (Qingdao) Co., Ltd (& R4 F4# (F8) AR

/»-38]), awholly-owned subsidiary for the period.

(3)Qingdao Haier Air Conditioner Gen Corp., Ltd (& & # /R = 78 %5 A [& & 4)), a subsidiary of

the Company, funded the establishment of Guangzhou Haier Air Conditioner Appliances Co., Ltd. ()~

M & R =83 A R 8]) |, a wholly-owned subsidiary for the period.

IX. Interests in other entities

1. Interests in subsidiaries

(1>  Composition of the Group
Principal . . isiti
Name of P Registrati : Shareholding Voting share Acquisiti
subsidiaries place of on place Business nature Percentage (%) (%) on
business P ge (o 0 method
Direct Indirect
This company is a
group company,
mainly engaging
in investment
Haier Electronics Mainland of h?cl)?ilunc%icmeand ggrr]r::r;?n
China and Bermuda | P - 14.01 29.67 55.69 -
Group Co., Ltd. H sale of washing combinat
ong Kong < ;
machines and ion
water heaters,
distribution
service and
logistics service
Household
Wonder Global Theo:ﬁrand British appliances Establish
(BVI) Investment oVerseas Virgin production 100.00 100.00 ment
Limited areas Islands distribution
business
. Household
L Singapore . common
Haier Singapore and other appliances control
Investment Singapore | production 100.00 100.00 -
Holding Co., Ltd, | OVerseas distribution combinat
v areas . ion
business
Qingdao Haier Qingdao Qingdao mngng;?{fn ggm?;?n
Air Conditioner High-tech High-tech fh hold 100.00 100.00 bi
Gen Corp., Ltd Zone Zone OF NOuseno com Inat
v air-conditioners ion
Guizhou Haier Huichuan Huichuan common
Electronics Co., District, District, Manufacture and 59.00 59.00 | control
. . sale of refrigerator -
Ltd. Zunyi Zunyi combinat
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City, City, ion
Guizhou Guizhou
Province Province
Hefei Haier Hefei Haier Eg{g: Manufacture and ggm?;?n
Air-conditioning Industrial Industrial sale of 100.00 100.00 combinat
Co., Limited Park air-conditioners ;
Park ion
Wuhan Haier Wuhan Wuhan Manufacture and common
Electronics Co. Haler_ Haler_ sale of 60.00 60.00 contr(_JI
Ltd ' Industrial Industrial air-conditioners _comblnat
: Park Park 1on
2;?_%1(?? dﬁ?(;ﬁ:er Qingdao Qingdao | Manufacture and ggrr::;?)?n
Electronics Co Developme | Developm S'flle of - 100.00 100.00 combinat
Ltd. " nt Zone ent Zone | air-conditioners ion
Qingdao Haier common
Information Qingdao Qingdao | Manufacture control
Plastic High-tech High-tech | of plastic 100.00 100.00 combinat
Development Co., Zone Zone products :
Ltd ion
Dalian Haier E)e(tllant Eallant Mznuﬁactl;re con][m?n
Precision por xport | and sale 0 90.00 90.00 | SONtro
Products Co. Ltd. Expressing Expressin precise gomblnat
' Zone g Zone plastics ion
. Hefei
HEfe.' Economic
o Economic & & Manufacture common
Developme ca plastic parts ion
nt Area Developm
ent Area
Research and common
Qingdao Haier .?'T]g?a% |$mhg-?aoh n}anUfa'Cture 75.00 25.00 100,00 | control
Moulds Co., Ltd. Igh-tec \gh-tec ot precise ' ' ' combinat
Zone Zone mould and ion
product
Manufacture
of plastic common
Qingdao Meier Qingdao Qingdao | powder, control
Plastic Powder Developme | Developm | plastic sheet 40.00 60.00 100.00 combinat
Co., Ltd. nt Zone ent Zone | and high ion
performance
coatings
Jiangbei Jiangbei Plastic
Chongging Haier g;}strict,_ g;}strict,_ prr]odtucts,t | con:m?n
.9 - ongqing onggin | sheet meta contro
(P:r()eCIEIt(chn Plastic City g City work, 90.00 10.00 100.00 combinat
A electronics ion
and hardware
Jiangbei Jiangbei Manufacture
District, District, and sale of
Chongging Haier | Chongging Chonggin | electronics common
Intelligent City g City and control
Electronics Co., automatic 90.00 10.00 100.00 combinat
Ltd. control ion
system
equipment
Qingdao Qingdao Research,
Qingdao Haier High-tech High-tech | development, gg:;r;?n
Robot Co.. Ltd. Zone Zone manufacture 50.00 50.00 combinat
K and sale of ;
robot on
. . Qingdao Qingdao Manufacture
Sé?ﬂgzﬁagilgo., High-tech High-tech | and ) 100.00 100.00 Establish
Zone Zone production of ment

Ltd.

fluorine-free
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refrigerators

Qingdao Haier

Pingdu

Pingdu

) Manufacture ;
Refrigerator Developme | Developm - Establish
(International) nt Zone, ent Zone, ?Qf(:ipg?gtlggon of 75.00 75.00 ment
Co., Ltd. Qingdao Qingdao g

. Research and
Qingdao development
Household inad inad fh
Appliance Qingdao Qingdao | of home Establish
Technoloay and High-tech High-tech | appliances 100.00 100.00 ment
- dy Zone Zone mould and
Equipment -
Research Institute tech_nologlcal
equipment
Research,
. . development and
Qingdao Haier . .
Qingdao Qingdao | sales of .
Whole Set Home | figh tech | High-tech | health series 98.33 0833 | Establish
Appliance ment
Service Co.. Ltd Zone Zone of small
" ' home
appliance
Design and
. . development
%ltgﬂcijagnljaler Qingdao Qingdao | of electronics Establish
Electrgnics Co High-tech High-tech | and 100.00 100.00 ment
" Zone Zone automatic
Ltd.
control
system
Specal | Qingdao | Qingaao | JEEICE Establish

. Developme | Developm p 100.00 100.00

Refrigerator Co., fluorine-free ment
nt Zone ent Zone p

Ltd. refrigerators

Manufacture
Qingdao Haier Qingdao Qingdao | and production of Establish
Dishwasher Co., Developme | Developm | dish washing 100.00 100.00 ment
Ltd. nt Zone ent Zone | machine and

gas stove

Research,

manufacture
Qingdao Haier Qingdao Qingdao | and sales of Establish
Special Freezer Developme | Developm | freezer and 96.06 96.06 ment
Co., Ltd. nt Zone ent Zone | other

refrigeration

products

. . Dalian Dalian Manufacture
Dalian Haier .
Air-conditioning Export Export and duction of 90.00 90.00 Establish
Co.. Ltd Expressing | Expressin | production o ment

T Zone g Zone air-conditioners
Dalian Haier Dalian Dalian Manufacture
Refrigerator Co., Export Export and . 90.00 90.00 Establish
Expressing | Expressin | production of ment
Ltd. -
Zone g Zone refrigerators
Development
Qingdao Haier Qingdao Qingdao | ! assembling .
- . and sales of Establish
Electronic Plastic | Developme | Developm . 80.00 80.00
Co., L.td nt Zone ent Zone plastlcs,' ment
T electronics
and product
Wuhan E\é\éﬁgmc
Economic & & Research,
Technologic manufacture
Technolog
Wuhan Haier Deveiopme | - 1| Hegserand 95.00 5.00 100,00 | Establisn
Freezer Co., Ltd. p Developm ) ) ) ment
nt Zone other
. ent Zone : .
High-tech Hiah-tech refrigeration
Industrial gn-tex products
Industrial
Park
Park
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Development

Qingdao Haidarui Qingdao Qingdao aﬁgrsc;::eof Establish
Procurement High-tech High-tech - 98.00 2.00 100.00
Service Co., Ltd Zone Zone electrical ment
A product and
components
Development
and
Qingdao Haier application
- . . of household
Intelligent Home Qingdao Qingdao anoliances Establish
Appliance High-tech | High-tech | 2PPU1ances. 98.91 1.09 100.00
Technology Co. Zone Zone communication, ment
' electronics
Ltd.
and network
engineering
technology
Jiangbei Jiangbei
Chongqing Haier District, Distgrlict Manufacture Establish
Air-conditioning Chongging Chon i’n and sales of 76.92 23.08 100.00 ment
Co., Ltd. City gq air conditioners
g City
Development
and
manufacture
Qianwangan | Qianwang | of precise
Qingdao Haier g ang plastic, metal Establish
Precision Road, Road, plate, mould 70.00 70.00 ment
Products Co., Ltd. Jiaonan Jiaonan and
City City electronic
products for
household
appliances
Qingdao Haier Manufacture
Air%onditionin Jiaonan Jiaonan of household Establish
h 9 City, City, appliances 70.00 70.00
Equipment Co., ) . ment
Ltd Qingdao Qingdao | and )
) electronics
Dalian Free Trade Dalian Dalian
Zone Haier Export Export Domestic Establish
Air-conditioning Expressing | Expressin | trade 100.00 100.00 ment
Trading Co., Ltd. Zone g Zone
Dalian Free Trade Dalian Dalian
Zone Haier Export Export Domestic 100.00 100.00 Establish
Refrigerator Expressing | Expressin | trade ment
Trading Co., Ltd. Zone g Zone
Qingdao Ding . . Manufacture and
Xin Electronics ?I;]gd;%lﬁf 8\'/2?:1?5 sale of 100.00 100.00 Establish
Technology Co., Zgne nt Zgne electronic ' ' ment
Ltd. Parts.
. . Jiangbei Jiangbei
Chongging Haier e e Household .
Electronics Sales DIStI’IC.t, D'St“Ct.’ appliance 95.00 5.00 100.00 Establish
Chongging | Chonggin ment
Co., Ltd. . : sales
City g City
Chongging Haier Jiangbei Jiangbei
Refrigeration District, District, lvrlggﬂz?ic;zrgfand 84.95 15.05 100.00 Establish
Appliance Co., Chongging | Chonggin rpefri erator ' ' : ment
Ltd. City g City 9
Hefei Haier Hefei Haier Eg{g: Q/rl]zénufacture Establish
Refrigerator Co., Industrial - . 100.00 100.00
Ltd Park Industrial proQuctlon of ment
) Park refrigerator
. Wuhan Wuhan
Wuhan Haier . - .
Energy and Haler. Haler. Ener.gy 75.00 75.00 Establish
Industrial Industrial | service ment
Power Co., Ltd.
Park Park
Qingdao Haier Qingdao Qingdao | Air-conditioning 100.00 100.00 | Establish
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HVAC Developme | Developm ment
Engineering Co., nt Zone ent Zone
Ltd
Chongging Jiangbei Jiangbei Sales of
Eloe (é?rcijzymart District, District, Zggﬁm‘e@ 51.00 51.00 Establish
. Chongging | Chonggin ' ' ment
Appliance Sale City g City and
Co., Ltd electronics
Q!ngdao Haier Jiaozhou Jiaozhou | Manufacture and :
(Jiaozhou) Ci . Establish
. R ity, City, sale of 100.00 100.00
Air-conditioning Qingdao Qingdao | air-conditioners ment
Co., Limited g g
Manufacture
Qingdao Haier Jiaozhou Jiaozhou and s:ales of .
Component Co., City, City, | Plasticand 100.00 100.00 | Establish
Ltd Qingdao Qingdao precise sheet ment
' metal
products
Haier
(Snggzhf!gr']g@)’s Hong Kong Eg;‘g Investment 100.00 100.00 rasgﬁf"sr‘
Limited
Harvest Cayman Cayman | | vestmen Establish
International Islands Islands estment 100.00 10000 | FStebls
Company
Shenbei Shenbei
Shenyang Haier New New Manufacture Establish
Refrigerator Co., Area, Area, and sales of 100.00 100.00 ment
Ltd. Shenyang Shenyang | refrigerator
City City
Shanshui Shanshui Manufacture
Foshan Haier District, District, Establish
Freezer Co., Ltd. Foshan Foshan ?nd sales of 100.00 100.00 ment
. . reezer
City City
Zhengzhou Zhengzho
Economic u-
and Economic Manufacture
Zhengzhou Haier Technologic and and sales of Establish
Air-conditioning 9 Technolog | .. 100.00 100.00
al - air ment
Co., Ltd. Developme ical conditioner
nt Developm
ent
Zone Zone
Development
Qingdao . . , purchase
Haidayuan DS\I/Q?SS;(% DQe I\?E%g?)?n and sales of 100.00 100.00 Establish
Procurement nt Zone ent Zone electrical ' ' ment
Service Co., Ltd. product and
components
Qingdao Haier
Intelligent Qingdao Qingdao Enegféggg?sﬁt Establish
Technology High-tech High-tech of household 100.00 100.00 ment
Development Co., Zone Zone -
Ltd. appliances
Design, common
Qingdao Hai Ri Qingdao Qingdao | manufacture control
High-Tech Model High-tech High-tech | and sales of 100.00 100.00 -
combinat
Co., Ltd. Zone Zone product ion
model and mould
Qingdao Hai Gao . . Industrial common
: Qingdao Qingdao :
Design and / 3 design and control
Manufacture Co., ngh-tech H'%h'tECh prototype 75.00 7500 | combinat
Ltd. one one production ion
Beijing Haier Development common
Guangke Digital Beijing Beijing , promotion 55.00 55.00 | control
Technology Co., and transfer combinat
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Ltd. of ion
technology
Shanghai Haier Wholesale
Medical . .| and retail of Establish
Technology Co., Shanghai Shanghai medical 100.00 100.00 ment
Ltd. facility
. . Development and common
%ﬂﬁﬂﬁffag Qingdao | Qingdao | S3es Of software 100.00 100,00 | control
Ltd gy &0, g g and information ' ' combinat
) product ion
Qingdao Haier .
Entrepreneurship .
Technology Qingdao Qingdao | investment and 100.00 100.00 Establish
Investment Co., consulting ment
Ltd.
Qingdao Casarte Development,
Smart Living . . production and Establish
Appliances Co., Qingdao Qingdao sales of 100.00 100.00 ment
Ltd. appliances
Qingdao Sales of
Haichuangyuan . . household Establish
Appliances Sales Qingdao Qingdao appliances and 100.00 100.00 ment
Co., Ltd. digital products
. Sales of
i household Establish
Aopliance Co Qingdao Qingdao | appliances, 100.00 100.00 ment
Lt%p " international
) freight forwarding
Haier Group Sales of
(Dalian) household ggmmfn
Electrical Dalian Dalian appliances, 100.00 100.00 combinat
Appliances international ion
Industry Co., Ltd. freight forwarding
- - Production and
angdello Hater sales of air blish
Centra - . - Establis
Air-conditioner Qingdao Qingdao (r:gfr;%gg:iegrs] and 100.00 100.00 ment
Co., Ltd. equipment
\B(eijir;]g Haier Technology
unchu .
Technology Co,, Beijing Beijing | development, 90.00 90.00 | Establish
Bk A7 o promoting and ment
Ltd. (b /R = transfer
JE R PR A])
Chongging Haier
. Household .
Home Appliance . . - Establish
Sale Hefei Co., Hefei Hefei g;)lpélslance 100.00 100.00 ment
Ltd.
Beijing
Chuangshi Magic .
Mirror Beijing Beijing Smart home 100.00 100.00 Establish
ment
Technology Co.,
Ltd.
Beijing Haier .
Radio and .
Zhongyou g, Establish
Netmedia Co., Beijing Beijing terlgvrlzlrgn 51.00 51.00 ment
Ltd. prog
gingdao Weixi | lich
mart . . Intelligent Establis
Technology Co., Qingdao Qingdao bathroom 7143 7143 ment
Ltd.
Haier U+smart
Technology Software Establish
(Beijing) Co., Beijing Beijing development 100.00 100.00 ment
Ltd.
Haier (Shanghai) Shanghai Shanghai Sales, research 100.00 100.00 Establish
Appliance Co., and development ment
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Ltd. of household
appliances
Shanghai Haier
Zhongzhifang Corporate
Maker Space Q)zgi?teargigt Establish
Management Co., Shanghai Shanghai - ' 100.00 100.00
Ltd. (- AR A% g g operation antd . ment
R 450117 2 ) ity
HATIR A ) maxers
Haier Industrial Industrial
Holding . . investment, R&D Establish
Limited(#3/8 T Qingdao Qingdao of robots and 100.00 100.00 ment
A B F]) automation,etc.
Qingdao Mannike
IIEnteI_Iigent c R&D and design
quipment Co., . . of Internet of Establish
Ltd. (552 ek | Qingdao Qingdao things, robots and 100.00 100.00 ment
TR A EIRA automation, etc.
Cip)
Haier Digital
;I’Seﬁhnogo%yc R&D, promotion
angnai) Co., . .| and transfer of Establish
Ltd. G /R Bl Shanghai Shanghai technology, sale 100.00 100.00 ment
BB HIR of materials, etc.
AFD
Qingdao Haier
Smart Kitchen Manufacture
Appliance Co., . . and sales of Establish
Ltd, (7 &i/xy | Qingdao Qingdao intelligent kitchen 100.00 10000 | ot
A E IR appliances
AFD
Jiyi Appliance
: Sales of .
Shanghai) Co., . .
(Ltd (g%%)%%% Shanghai Shanghai | household 100.00 100.00 Efﬁ?llSh
() ARAAD appliances
ingdao Haopin
Sai?ui P Development,purc
Information hi"‘seta”q sale of Establish
Technology Co,, ingdao ingdao | & ooronic 100.00 100,00 | —>201S
o el | || el
1 g % S,
123{5;,&7!(%[3& components
E,IASYHIEEL& Manufacture of common
New New automatic and control
II?/ITCI?%UIISEII??(N Zealand Zealand | customized 100.00 100.00 combinat
LIMITED special devices ion
Maniiq
(Singapore) Investment Establish
Intelligent Singapore | Singapore management 100.00 100.00 ment
Equipment Co. 9
Ltd.
Maniiq (HK)
Intelligent Hong Investment Establish
Equipment Co. Hong Kong Kong management 100.00 100.00 ment
Ltd.
Qingdao Haier
Medical
Refrigeration Manufacture and Establish
Appliances Co., Qingdao Qingdao | sales of household 100.00 100.00 |

Ltd. (5 S /R%s
Tl LA AT PR

A7)

appliances
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Beijing Lingwei

Development

-Il_—fdc ng;g%\%;ﬂ Beijing Beijing ?:dhﬁrcl)motion of 55.00 55.00 rlis:ﬁi)hsh
AR A ) enolegy
Laiyang Haier
Smart Kitchen
Appliance Co., ) ) Manufacture and Establish
Ltd. (G P A Laiyang Laiyang sale§ of household 100.00 100.00 ment
g LA AT appliances
A )
Aituling
(Shanghai)
Information Development .
Technology Co., Shanghai | Shanghai | and promotion of 72.22 72,22 | Establish
Ltd.(Z B4 (E technology ment
) 5 BRHA
FRAA])
Qingdao Hailian
Rongchuang Industrial Establish
Technology Co., Qingdao | Qingdao | intelligent 100.00 100,00 | EStadlis
Ltd. (75 g I technology ment
BIRH A R A)
Hefei Haier Air
conditio_ner Manufacture and Establish
electronic Co., Hefei Hefei | sales of household 100.00 10000 | 220
Ltd (& B R 2 appliances ment
T AR 24 7))
Qingdao
Jiuzhidao
Intelligent .
Technology Co., | Qingdao | Qingdao | oo and sales of 100.00 100,00 | Establisn
Ltd (75 &0 413 wine set ment
BRERHAIRA
)
Taizhou Haier
Medical R&D and i
technology Co., Taizhou Taizhou | promotion of 100.00 100.00 Establish
Ltd. (F=IMig/R Medical devices ment
JT R IR A A])
Haier Digital
ison:A

: v : )
S&ng%&};)%;ﬂ Qingdao Qingdao | promoting, 100.00 100.00 Eqsg;\?hsh
(58 AR Transfer, s_ale
N ofmaterials,etc.
23 )
Haier
(Shanghai)House
hold Appliances Development blish
R&D Center Co., | Shanghai | Shanghai | and promotion of 100.00 100,00 | EStablis
Ltd (iR (i) technology ment
KR LA
PR H])
Guangzhou Haier
Air Conditioner Manufacture and ;
Appliances Co., Guangzhou Guangzho | e of household 100.00 100,00 | Establish
Ltd.( MR = u appliances ment
WEARA )
Small companies
such as Qingdao
Hai Heng Feng All over the Alltr?g/er ﬁg:ﬁ}ﬁgl d Establish
iﬁg}{;ﬁi{es Sale country country | appliances ment
& Service Co.,
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Ltd. | |

Reasons for including subsidiaries which the Company has 50% or less of the equity into the scope

of consolidated financial statements:

At the end of the reporting period, the Company had substantial control over the finance and

operating decision of small companies, such as Haier Electronics Group Co., Ltd., Qingdao Hai Heng

Feng Electrical Appliances Sale & Service Co., Ltd, thus, they were included into the scope of

consolidated financial statements.

Reason for the ratio of voting rights higher than the ratio of shareholding of Haier Electronics

Group Co., Ltd.: on 10 July 2015, HCH (HK) Investment Management Co., Limited (hereinafter

referred to as —“HCH”) signed a Shareholder Voting Right Entrustment Agreement with the Company.

HCH entrusted the Company to exercise the underlying shareholder voting rights of 336,600,000 shares

of Haier Electronics Group Co., Ltd. Both parties agreed that HCH will not revoke the entrustment and

authorization to the Company unless the Company issues a written notice of revoking trustee to HCH.

(2) Significant non-wholly owned subsidiaries

Percentage
of Profit or loss Dividend Balance of
shareholdi attributed to declared to minority
Name of subsidiaries ng of minority minority equity interest
minority shareholders for shareholders at the end of
shareholde the period for the period the period
rs
Haier Electronics Group Co., Ltd. 56.320 | 1,049.772.645.21 | 401 256.639.68 14,711,947,2(2)g
E&'Zhou Haier Electronics Co., 41.00% 5,503,276.05 113,903,459.43
m‘ha” Haier Electronics Co, 40.00% 13,982,246.86 237,062,970.80
Qingdao Haier Refrigerator 0
(International) Co., Ltd, 25.00% 176,283.21 79,897,030.01
(3) Main financial information of significant non-wholly owned subsidiaries
Name of Closing balance
subsidiaries | Current assets Non-current Total assets Current Non-current Total liabilities
assets liabilities liabilities
Haier _
E'gﬁ;og'gs 34,689,849,769.14 | 9,212,205,564.25 | 43,902,055,333.39 | 17,188,789,561.14 | 2,353,096,063.90 | 19,541,885,625.04
Ltd.
Gu_izhou
Haier 488,002,807.13 33,889,963.41 521,892,770.54 243,906,160.61 173,294.24 244,079,454.85
Electronics
Co., Ltd.
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Wuhan
Haier
Electronics
Co., Ltd.

1,021,283,555.27

135,788,832.62 1,157,072,387.89 564,011,890.81

403,070.08 564,414,960.89

Qingdao
Haier

Refrigerator 281,866,791.42
(Internation
al) Co., Ltd.

55,808,808.81 337,675,600.23 18,087,480.21

18,087,480.21

Continued

Name of

Opening balance

subsidiaries | Current assets

Non-current Total assets Current

assets

liabilities

Non-current Total liabilities
liabilities

Haier
Electronics
Group Co.,
Ltd.

34,425,125,631.08

8,943,099,505.92 43,368,225,137.00 18,004,664,972.39

2,334,453,969.47 20,339,118,941.86

Guizhou
Haier
Electronics
Co., Ltd.

382,643,646.95

36,428,561.26 419,072,208.21 154,508,222.80

173,294.24 154,681,517.04

Wuhan
Haier
Electronics
Co., Ltd.

978,695,296.94

131,215,185.69 1,109,910,482.63 551,805,602.69

403,070.08 552,208,672.77

Qingdao
Haier

Refrigerator 280,498,996.95
(Internation
al) Co., Ltd.

55,808,808.81 336,307,805.76 17,424,818.56

17,424,818.56

Amount for the current period

Name of subsidiaries Total
Operating income Net profit comprehensive ocee:';htigovgsctfi:/ci?es
income P 9
Haier Electronics Group Co., Ltd. 42,380,647,175.11 | 1,793,614,855.39 |  2,019,002,389.18 1,839,859,233.08
Guizhou Haier Electronics Co., Ltd. 652,944,777.30 13,422,624.52 13,422,624.52 23,036,480.98
Wuhan Haier Electronics Co., Ltd. 1,533,784,050.67 34,955,617.14 34,955,617.14 -89,385,955.23
Qingdao Haier Refrigerator 705,132.82 705,132.82 -226,577.69

(International) Co., Ltd.

Continued

Amount for the previous period

Name of subsidiaries Total

Operating income Net profit comprehensive ocv;z\r'ligova\{itfi:/?tr?es

income P 9
Haier Electronics Group Co., Ltd. 35,859,899,261.80 | 1,447,319,410.67 1,391,001,266.18 |  1,837,812,414.48
Guizhou Haier Electronics Co., Ltd. 530,268,800.91 12,070,830.44 12,070,830.44 -10,146,559.16
Wuhan Haier Electronics Co., Ltd. 1,317,041,564.88 24,571,940.73 24,571,940.73 2,692,599.62

Qingdao Haier Refrigerator )
(nternational) Co. Lid. 943,417.45 943,417.45 38,323.32

2. Transactions leading to the change of owners’ equity in subsidiaries but not losing the control
VApplicable  oNot Applicable
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(1). Explanation to the change of owners’ equity in subsidiaries:
VApplicable  oNot Applicable
Minority shareholders of Haier Electronics Group Co., Ltd., a subsidiary of the Company exercised

their rights leading to changes in shareholding proportion of the Company; capital contribution and

acquisition of minority equity on non-original proportion by the Company let to changes in shareholding
proportion of Beijing ASU Tech Co., Ltd. (At —# A4 A IR 3]) ,Qingdao Haier Air Conditioner

Gen Corp., Ltd(F % &% = 8 % A &, 8)) and Beijing Haier Yunchu Technology Co., Ltd. (At7%

M R = B A A M 8]), all of which are subsidiaries of the Company.

(2) Impact of the transactions on the minority equity interest and the equity attributable to owners

of the Parent company:

Haier Electronics Group
| h
tems Co.. Ltd. Others
Total of cost of
acquisition/disposal 31,635,700.00
consideration
Less: share of net
assets of subsidiaries
calculated with reference to 9,357,993.52 69,278,054.07
the proportion of the share
acquired/disposed
The difference -9,357,993.52 -37,642,354.07
Including: adjustment
and increase to capital 9,357,993.52 37,642,354.07
reserve
3. Interests in joint ventures or associates
JApplicable  oNot Applicable
(1) Joint ventures
plece | RIS | giginecs | Sharenoling | T scountn
The name of joint ventures f tion ercentage o/g treatment for the
b (_) place nature P ge (%) investment
usiness
Wolong Electric Zhanggiu Haier | Zhangqi | Zhangqi | Motor
Motor Co., Ltd. u u Manufac 30.00 Equity method
turing
Haier Medical and Laboratory | Qingdao | Qingdao | Medical .
Products Co., Ltd. freezer 27.37 Equity method
Qingdao Hebei Iron & Steel New Qingdao | Qingdao Manufact
Material Technology Co. Ltd .
atenial Technology 0 g;e steel 25.65 Equity method
plate
Beijing ASU Tech Co., Ltd. Beijing Beijing Developm
ent of .
technolog 45.88 Equity method
Y
Qingdao Haier SAIF Smart Home | Qingdao | Qingdao | Venture
Industry Investment Center (limited capital 63.00 Equity method
partnership) investme ' iy
nt
Mitsubishi Heavy Industries Haier | Qingdao | Qingdao | Manufac
(Qingdao) Air-conditioners Co., ture  of 45.00 Equity method
Ltd. househol
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d
applianc
es

Qingdao Haier Carrier | Qingdao | Qingdao | Manufac

Refrigeration Equipment Co., Ltd. ture of
zousehol 49.00 Equity method
applianc
es

Haier Group Finance Co., Ltd. Qingdao | Qingdao gmancm 4200 Equity method

Qingdao Haier Software | Qingdao | Qingdao | Software

Investment Co., Ltd. develop 25.00 Equity method
ment

Beijing Mr. Hi Network | Beijing Beijing | Technol

Technology Company Limited ogy 36.00 Equity method
develop
ment

Bank of Qingdao Co., Ltd. Qingdao | Qingdao Commer 9.61 Equity method
cial bank

Beijing Xiaobei Technology Co., | Beijing | Beijing | Sales of

Ltd. househol
d 42.75 Equity method
applianc
es

Qingdao Haier Multi-media Co., Ltd. (7 | Qingdao | Qingdao | R&D and

5 IR 2 AT IR A7) sale  of 20.20 Equity method
televisions

Guangzhou Heying Investment | Guangzho | Guangzho | Investmen

Partnership (Limited Partnership)(J 4l & | u u t 50.00 Equity method

IR Sk CHIRE1K) )

Qingdao Java Cloud Network | Qingdao | Qingdao | Online

Technology Co., Ltd. househol 24.93 Equity method
d service

Qingdao JSH Network Technology | Qingdao | Qingdao | E-comm

Co. Ltd. erce 24.02 Equity method
platform

Hunan Electronic Co., Ltd. Hunan Hunan Motor
Manufac 50.00 Equity method
turing

HPZ LIMITED Nigeria Nigeria Manufact
ﬁgiseholcéf 25.01 Equity method
appliances

HNR COMPANY (PRIVATE) | Pakistan | Pakistan | Manufac

LIMITED ture  of
zousehol 31.72 Equity method
applianc
es

CONTROLADORA MABE S.A.de | Mexico | Mexico | Manufac

C.v. ture  of
zousehOI 48.41 Equity method
applianc
es

Middle East Air Conditioning Compan i i Sales of .

Limited g company | Saudi ) Saudi | e 49.00 Equity method
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Arabia Arabia appliances

(2)  Basic information of important associates and financial information

(DBasic information of important associates:

a. Haier Group Finance Co., Ltd. (hereinafter referred to as “Finance Company”) is established by
Haier Group Corporation and its three affiliates. Registration place and principal place of business:
Qingdao High-tech Zone Haier Park (7 & i = &HE Tl [iel i /R Tk [d).. The Company’s subsidiaries
hold an aggregate of 42.00% equity interest in Finance Company.

b. General Electric Company has participated in the capital contribution to the establishment of
CONTROLADORA MABE S.A.de C.V. (hereinafter referred to as “MABE”). In June 2016, a
subsidiary of the Company acquired 48.41% of equity interests in MABE held by General Electric
Company. The registered address and principal place of business of MABE is Mexico. The subsidiaries
of the Company hold approximately 48.41% of equity interests in MABE in total.

c. Bank of Qingdao Co., Ltd. (hereinafter referred to as “Qingdao Bank™), one of the first city
commercial banks in China, was established in November 1996. The registered place and principal place
of business of Qingdao Bank is N0.68 Hong Kong Middle Road, Shinan District, Qingdao, Shandong
Province. The Company and its subsidiaries hold approximately 9.61% of equity interests in Qingdao
Bank in total at the end of the period.

(@Financial information of significant associates:

Closing balance/ Amount for Openflng t;]alance/_
the current period Amount for the previous
Items period

Finance company Finance company
Current assets 59,997,414,241.31 68,438,104,678.89
Non-current assets 9,185,842,122.12 7,913,830,198.85
Total assets 69,183,256,363.43 76,351,934,877.74
Current liabilities 54,955,121,811.93 62,029,645,645.42
Non-current liabilities 2,239,881,332.29 3,172,557,737.73
Total liabilities 57,195,003,144.22 65,202,203,383.15
Minority equity interests
Equity  interest - attributable to 11,088,253,219.21 11,149,731,494.59
shareholders of the Parent company

Including: share of net assets

calculated based on shareholding 5,035,066,352.07 4,682,887,227.73
percentage
Operating income 1,297,821,635.65 1,248,590,983.58
Net profit 783,377,652.09 695,130,748.49
Other comprehensive income 55,144,072.53 -31,950,742.84
Total comprehensive income 838,521,724.62 663,180,005.65
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Dividend received from associates
for the year

Closing balance/ Amount for
the current period

Opening balance/
Amount for the previous

Items period
MABE MABE
Current assets 5,927,756,029.73 5,825,075,945.00
Non-current assets 10,308,505,523.42 10,303,936,800.80
Total assets 16,236,261,553.15 16,129,012,745.80
Current liabilities 7,210,006,859.70 7,048,408,869.00
Non-current liabilities 5,642,997,150.87 5,836,693,752.60
Total liabilities 12,853,004,010.57 12,885,102,621.60
Minority equity interests
sEi?aurgKold:a?;e(r)?‘stthe s;trrégg Eac>br:1€pan§) 3,383,257,542.58 3,243,910,124.20
Including: share of net assets

calculated based on shareholding 1,637,997,372.73 1,570,532,598.81
percentage
Operating income 9,150,137,891.10 9,329,282,700.19
Net profit 87,751,088.45 205,064,142.44
Other comprehensive income 51,596,329.94 -139,395,846.73
Total comprehensive income 139,347,418.39 65,668,295.71

Dividend received from associates
for the year

34,405,195.14

Closing balance/ Amount for
the current period

Opening balance/
Amount for the previous

Items period
Qingdao Bank Qingdao Bank

Current assets 172,319,593,000.00 130,366,445,000.00
Non-current assets 129,839,603,000.00 175,909,647,000.00
Total assets 302,159,196,000.00 306,276,092,000.00
Current liabilities 222,104,215,000.00 203,654,201,000.00
Non-current liabilities 53,361,544,000.00 76,498,682,000.00
Total liabilities 275,465,759,000.00 280,152,883,000.00
Minority equity interests 501,146,000.00 493,355,000.00
Equity interest attributable  to 26,192,291,000.00 25,629,854,000.00
shareholders of the Parent company

Including: share of net assets
calculated based on shareholding 2,516,666,030.19 2,462,624,099.78
percentage
Operating income 3,131,390,000.00 2,835,194,000.00
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Net profit 1,321,444,000.00 1,278,760,000.00
Other comprehensive income 421,494,000.00 -404,519,000.00
Total comprehensive income 1,742,938,000.00 874,241,000.00
E)'r"t'ﬁee';‘i;fce“’ed from associates 77,995,640.00 76,868,844.93

(3) Summarized financial information of insignificant joint ventures and associates

investment to associates

Closing balance/
Amount for the
current period

Opening balance/
Amount for the
previous period

Wolong Electric Zhanggiu Haier Motor Co., Ltd. 119,983,110.03 118,897,337.40

Haier Medical and Laboratory Products Co., Ltd. 350,895,461.76 332,230,371.89

Beijing ASU Tech Co., Ltd. 15,005,164.40

Qingdao Hebei Iron & Steel New Material Technology 254 745.094.86

Co. Ltd ) ) .

Qingdao HBIS Composite New Material Technology Co.,

Lt (75 5537 6L 2 B bRV R AT 4 71) 106,068,803.08

Hefei HBIS New Material Technology Co., Ltd.(& B

) 140,494,521.67

Qingdao Haier Multi-media Co., Ltd. 549,870,745.54 543,768,656.24

Qingdao Haier SAIF Smart Home Industry Investment

Center (limited 270,536,881.98 270,536,881.98

Mitsubishi Heavy Industries Haier (Qingdao)

Air-conditioners Co., Ltd. 511,196,497.40 529,934,750.95

Qingdao Haier Carrier Refrigeration Equipment Co., Ltd. 290,191,165.50 284,185,137.09

Qingdao Haier Software Investment Co., Ltd. 17,899,300.26 17,899,331.07

Beijing Mr. Hi Network Technology Company Limited 3,757,759.75 3,757,759.75

Beijing Xiaobei Technology Ltd. 2,687,341.82 2,687,341.82

Guangzhou Heying Investment Partnership (Limited

Partnership) (/' & Fdit v & thill. CHIREHK) ) 152,047,535.44 152,047,535.44

China Shengfeng Microfinance limited in Jin’an District 80.226.595.74

of Fuzhou City ! ! )

Fujian ATL-Shengfeng Logistics Co., Ltd. 13,117,748.43

Qingdao Java Cloud Network Technology Co., Ltd. 1,401,703.26 1,755,356.84

Qingdao JSH Network Technology Co.Ltd. 5,511,749.00 5,511,749.00

Konan Electronic Co., Ltd. 68,058,207.73 64,856,526.75

HPZ LIMITED 102,384,957.04 91,578,227.62

HNR COMPANY (PRIVATE) LIMITED 83,534,353.67 80,588,570.01

MiddleEastAirconditioningCompany, Limited 20,702,569.45 22,050,543.42
Total book value of investment 2,820,409,598.89 2,862,193,746.19

Total amount of the following items of associates’

financial amounts calculated based on

shareholding percentage

--Net profit 82,459,925.23 73,900,402.83

--Other comprehensive income -1,637,894.45 -3,044,759.55
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--Total comprehensive income 80,822,030.78 70,855,643.28

X. Segment Information

The Company principally engaged in manufacture and sales of household appliances and relevant
services business, manufacture of upstream household appliances parts business and distribution of
products of third-party, logistics and after-sale business. The Company has 6 business segments,
including refrigerator segment, air-conditioner segment, washing machine segment, kitchen appliance
segment, equipment components segment, integrated channel services segment and other segment. The
management of the Company assesses operating performance of each segment and allocates resources

according to the division. Sales between segments were mainly based on market price.

Refrigerator segment mainly engaged in manufacture and sales of refrigerator and freezers

products.

Air-conditioner segment mainly engaged in manufacture and sales of household air conditioners

and commercial air conditioners.
Washing machine segment mainly engaged in manufacture and sales of washing machine products.

Kitchen appliance segment mainly engaged in manufacture and sales of kitchen appliances

products.
Water heater segment mainly engaged in manufacture and sales of water heater products.

Equipment components segment mainly engaged in procurement, manufacture and sales of

upstream matching accessories for household appliances, manufacture and sales of mould.

COSMO segment mainly engaged in providing intelligent manufacturing ecological service and

integrated solution on transformation and upgrade of intelligent manufacturing for external corporates.

Segment of integrated channel services and others mainly engaged in distribution business, logistics

business, after-sale business, small home appliance business and others.

The Company’s 3rd and 4th tier markets channel business is treated as integrated channel services
and assessed separately with other segments. Accordingly, operating profit from 3rd and 4th tier markets
of refrigerator, air-conditioner, kitchen appliance, water heater, washing machine business segment was

not reflected in operating profit of each segment.

As the centralized management under the headquarters or not being included in the assessment
scope of segment management, the total assets of segment exclude monetary capital, financial assets
held for trading, dividends receivable, other current assets, available-for-sale financial assets, long-term
equity investment, goodwill, deferred income tax assets; the total liabilities of segment exclude
long-term and short-term borrowings, financial liabilities held for trading, dividends payables, tax
payable, bonds payable, deferred income tax liabilities; operating profit of segment exclude profit/loss in
fair value, income from investment, and financial expenses, income on disposal of assets, Non-VAT
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refundable upon imposition component of other income, non-operating incomes and expenses and

income tax.

(1) Information of reportable segments

Segment information for the period

. . . . . Washin
Segment Air-conditioner Refrigerator Kitchen appliance | Water heater maching
information segment segment segment segment
ormatio g 9 g g segment
Segment
revenue 19,994,274,671.40 23,347,332,742.58 10,130,626,492.48 3,299,177,229.02 14,409,457,635.26
Including:
revenue from
6,871,932,961.03 13,285,358,774.66 9,331,150,261.21 720,592,747.71 7,534,958,460.83
external
consumers
Inter-segment
revenue 13,122,341,710.37 10,061,973,967.92 799,476,231.27 2,578,584,481.31 6,874,499,174.43

Total segment
operating cost

18,813,671,440.21

21,440,213,300.55

9,475,212,757.00

2,947,615,022.72

13,063,184,883.29

Segment
operating profit

1,180,603,231.19

1,907,119,442.03

655,413,735.48

351,562,206.30

1,346,272,751.97

Total segment

assets 17,847,705,371.13 15,642,117,029.44 10,997,663,044.17 1,366,025,467.38 | 13,572,621,044.70
Total segment
liabilities 8,937,902,636.12 25,373,966,372.29 4,905,637,782.42 1,476,850,517.97 5,861,881,891.56
Continued
Egquipment Segment of
Segment quip COSMO integrated Inter-segment
. . components ; o Total
information seqment segment channel services elimination
g and others
Segment revenue 30,397,624,212.00 | 3,310,521,126.55 52,857,748,036.57 -69,067,990,606.52 88,678,771,539.34
Including:
revenue from
1,377,578,092.60 | 2,782,907,580.17 46,774,292,661.13 88,678,771,539.34
external
consumers
Inter-segment
29,020,046,119.40 | 527,613,546.38 6,083,455,375.44 -69,067,990,606.52
revenue
Total segment
. 30,159,338,365.48 | 3,309,600,418.34 52,165,398,940.06 -68,808,702,367.85 82,565,532,759.80
operating cost
Segment
. ' 238,285,846.52 920,708.21 692,349,096.51 -259,288,238.67 6,113,238,779.54
operating profit
Total segment
assets 32,462,017,888.53 | 257,810,772.52 36,009,664,222.18 | -45,477,323,667.54 82,678,301,172.51
Total segment
liabilities 34,669,495,063.36 | 322,611,220.11 30,464,150,224.08 | -43,069,415,715.18 68,943,079,992.73
Segment information for the corresponding period of last year
. . . Kitchen Washin
Segment Air-conditioner Refrigerator . Water heater . g
. . Appliance machine
information segment segment segment
segment segment
Segment
revenue 16,065,232,785.84 20,664,137,087.68 9,817,927,768.00 2,699,723,615.97 12,223,265,112.69
Including:
revenue from
5,935,165,349.29 11,674,637,424.70 9,116,143,612.41 554,974,308.80 6,419,268,474.84
external
consumers

184 /204



Qingdao Haier Co., Ltd 2018 Interim Report

Inter-segment
revenue

10,130,067,436.55

8,989,499,662.98

701,784,155.59

2,144,749,307.17

5,803,996,637.85

Total segment
operating cost

15,051,615,417.92

19,005,739,766.51

9,210,335,248.27

2,394,447 541.46

11,082,170,369.17

Segment
operating
profit

1,013,617,367.92

1,658,397,321.17

607,592,519.73

305,276,074.51

1,141,094,743.52

Total segment
assets

14,045,226,564.02

15,092,982,587.34

10,932,907,864.36

1,528,663,785.89

10,774,302,199.29

Total segment

8,164,863,742.03

23,320,161,709.92

4,688,733,103.46

1,779,427,399.65

5,649,976,080.52

liabilities
Continued
Equipment Segment of
Segment . Inter-segment
information components |ntegrated channel elimination Total
segment services and others
Segment revenue 20,111,049,804.31 48,268,853,383.36 |  -52,192,439,797.88 77,657,749,759.97
Including: revenue
from external 1,535,626,710.80 42,421,933,879.13 77,657,749,759.97
consumers
Inter-segment 18,575,423,093.51 5,846,910504.23 |  -52,192,439,797.88
revenue
Total segment 19,938,885,515.00 47,624,071,358.79 |  -52,003,473,326.81 72,303,791,890.31
operating cost
gfgf'irt‘e”t operating 172,164,289.31 644,782,024.57 -188,966,471.07 5,353,957,8609.66
aTg:thegment 26,193,061,725.41 31,818,076,218.88 |  -34,661,005,792.71 75,724,215,152.48
Total segment 28,088,630,394.16 26,753,925,068.41 |  -33,224,692,236.96 65,221,025,261.19

liabilities

(2) Geographical information

“Other countries/regions” in this report refers to all other countries/regions (including Hong Kong and
Macau Special Administration Region and Taiwan) other than the mainland China for the purpose of
information disclosure.

External transaction

Amount for the current period

Amount for the previous period

income
Mainland China 52,880,695,930.62 42,565,075,285.62
Other countries/regions 35,798,075,608.72 35,092,674,474.35
Including: America 24,722,080,204.20 24,189,346,249.11
South Asia 3,685,609,648.58 2,879,372,340.27
Europe 2,213,871,684.84 1,808,826,381.86

Continued

Total non-current

Closing balance

Opening balance

assets
Mainland China 13,466,483,340.65 12,248,609,942.72
Other countries/regions 14,586,931,768.26 14,735,396,871.62
Total 28,053,415,108.91 26,984,006,814.34

The total non-current assets exclude: available-for-sale financial assets, long-term equity investment,
goodwill, deferred income tax assets.
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XI.

Disclosure of fair value

1. Fair value of assets and liabilities at fair value at the end of the period

Fair value at the end of the period

Items Level 1 fair value Level 2 fair
measurement value Total
measurement
Recurring fair value measurement
I. Financial asset designated to be measured by fair value 1,738,394,432. | 1,738,394,432.
and change of which is recorded in current profit and loss 81 81
I1. Financial liability designated to be measured by fair 247 098.703.2 | 247.098 703.2
value and change of which is recorded in current profit and ! ! .8 ! ! .8
loss
I11. Financial asset designated to be measured by fair value
and change of which is recorded in other comprehensive 81,409,329.08 | 81,409,329.08
income
IV. Available-for-sale financial assets 20,783,227.42 1’414’281’52%' 1’435’064’75228

2. Basis for determination of level 1 fair value at recurring fair value measurement: Unadjusted
quoted prices of similar assets or liabilities in active markets as at the measurement date.

3. Basis for determination of level 2 fair value at recurring fair value measurement: Inputs other
than quoted prices included within level 1 that are observable for the assets or liabilities, either directly
or indirectly.

XII. Related parties and Related-party transactions
(I ) Explanation for basis of identifying related party

According to Accounting Standards for Business Enterprises No. 36 — Related Party Disclosures,
parties are considered to be related if one party has the ability to control or jointly control the other party
or exercise significant influence over the other party. Parties (two or more than two) are also considered
to be related if they are subject to common control, joint control or significant influence.

According to Management Practices for Information Disclosure of The Company (China Securities
Regulatory Commission Order No. 40), in certain occasions, related legal person and natural person will
be identified as related parties.

(1) Relations between related parties

1. Information about the Parent Company and other companies holding shares of the Company

Name of Type of | Registere Registere legal Relationsh Equ';¥ tlrr::erest Votlngirslgare of
enterprise | enterpris d d capital representati | ip with the Company(100 | Company(100
S es address ve Company %) %)

. Qingdao
Haier . d
Group _ Cc()):ll\;enc;:jve H'gg'r:m 311,180,0 Zh'an'g the Parent 17.59 17.59
gorporatlo enterprise Haier 00 Ruimin Company

Park

Haier Qingdao The
Electric Joint-stoc | High-tech subsidiary
Appliances k Zone 631'930?;2 Rzlr]i?\:?n of the 20.64 20.64
Internation | company Haier parent
al Co., Ltd. Park company
Qingdao The party
Haier Company | Qingdao actingin
Venture & with Free 100,000,0 Zhou concert 283 283
Investment limited Trade 00 Yunjie with the ) )
Informatio | liabilities. Zone parent
n Co., Ltd. company
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2. Subsidiaries

Detailed information of subsidiaries is disclosed in item 1 of note IX. interests in subsidiaries.

3.Information about associates and joint ventures

Information about the associates or joint ventures of the Company are set out in item 11 of note VI

and item 3 of Note IX.

4. Related companies without controlling relationship

Name of enterprises

Relationship with the
enterprises

FISHER&PAYKEL APPLIANCES LIMITED

Subsidiary of Haier Group

HAIER INFORMATION APPLIANCES S.R.L.

Subsidiary of Haier Group

HAIER INTERNATIONAL (HK) LTD.

Subsidiary of Haier Group

HAIER INTERNATIONAL CO., LTD

Subsidiary of Haier Group

Feima Electronic (Qingdao) Co., Ltd.

Subsidiary of Haier Group

Haier Group Finance Co., Ltd.

Subsidiary of Haier Group

Haier Group Electric Appliance Industry Co., Ltd.

Subsidiary of Haier Group

Haier Energy Power Co., Ltd.

Subsidiary of Haier Group

Haier Brothers Animation Industry Co., Ltd.

Subsidiary of Haier Group

Hefei Haier Logistics Co., Limited

Subsidiary of Haier Group

Laiyang Haier Electrical Co. Ltd.

Subsidiary of Haier Group

Qingdao Haier Whole House Furniture Co., Ltd.(F %R &R K EHRAF])

Subsidiary of Haier Group

Qingdao Haier Tooling Development and Manufacturing Co., Ltd.

Subsidiary of Haier Group

Qingdao Haier International Travel Agency Co., Ltd.

Subsidiary of Haier Group

Qingdao Haier International Trading Co., Ltd.

Subsidiary of Haier Group

Qingdao Haier Household Integration Co., Ltd.

Subsidiary of Haier Group

Qingdao Haier Parts Procurement Co., Ltd.

Subsidiary of Haier Group

Qingdao Haier Strauss Water Equipment Co., Ltd.

Subsidiary of Haier Group

Qingdao Haier Special Plastic Development Co., Ltd.

Subsidiary of Haier Group

Qingdao Haier Communications Co., Ltd.

Subsidiary of Haier Group

Qingdao Haier Logistics Consulting Co., Ltd.

Subsidiary of Haier Group

Qingdao Haiyongda Property Management Co., Ltd.

Subsidiary of Haier Group

BRAVE LION (HK) LIMITED

Subsidiary of Haier Group

Chongging Haier Electrical Appliances Sales Co., Ltd.

Subsidiary of Haier Group

Chongging Haier Logistics Co., Ltd

Subsidiary of Haier Group

Qingdao Goodaymart Lejia Logistics Technology Co., Ltd.(F & H B RE
RBHAR AR )

Subsidiary of Haier Group

Suzhou Haixin Information Technology Co., Ltd.(#5 ¥ H{s BRHA TR A7)

Subsidiary of Haier Group
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Haier Finance Leasing (China) Co., Ltd.

Subsidiary of Haier Group

Qingdao Haier New Material Research and Development Co., Ltd.(7 &5 /R #7

PRI A A IR 22 7])

Joint venture of a subsidiary of
Haier Group

CONTROLADORA MABE S.A.de C.V.

Joint venture

HNR Company (Pvt) Limited

Joint venture

MiddleEast Airconditioning Company,Limited

Joint venture

Qingdao Haier Software Investment Co., Ltd.

Joint venture

Hefei HBIS New Material Technology Co., Ltd.(& IR 4H AR R

FR 2 #])

Subsidiary of a joint venture

Qingdao Haier Carrier Refrigeration Equipment Co., Ltd.

Joint venture

Haier Medical and Laboratory Products Co., Ltd.

Joint venture

Qingdao HBIS Composite New Material Technology Co., Ltd.(& 5744 5 &5

FERHSAT IR 2 7])

Subsidiary of a joint venture

Mitsubishi Heavy Industries Haier (Qingdao) Air-conditioners Co., Ltd.

Joint venture

Wolong Electric Zhanggiu Haier Motor Co., Ltd.

Joint venture

(111) Information on Related-party transaction

1. The detailed information of the Company procuring goods and services from related-party are as

follows:

Name of related parties

Amount for the current

Amount for the previous

period period
CONTROLADORA MABE S.Ade C.V. 3,797,313,988.61 3,524,320,229.06
Qingdao Haier Parts Procurement Co., Ltd. 2 737.668.714.18 4.101.092.652.62
Chongqing Haier Electrical Appliances Sales
Co. Ltd, - 2,117,428,201.15 2,215,820,324.20
HNR Company (Pvt) Limited 1,258,923,720.84 919,404,923.83
Chongging Haier Logistics Co., Ltd. 1,028,328,519.82 983,636,882.26
Hefei Haier LOgiStiCS Co., Limited 747.478.902.47 099 455 393.51
Qingdao Haier International Trading Co., Ltd. 683.580.146.91 526.417.908.74
Qingdao Haier Strauss Water Equipment Co.,
Ltd. 405,789,607.19 225,881,787.55
Hefei HBIS New Material Technology
Co., Ltd. (% T sHib ELRHE A A 7)) 372,624,744.03 324,233,684.39
Wolong Electric Zhanggiu Haier Motor Co.,
Ltd. 364,904,854.05 355,699,474.19
Qingdao Haier Special Plastic Development 357 967 509.26 332,029 641.38
Co., Ltd. T e
Qingdao HBIS Composite New Material
Technology Co., Ltd.(F 834 & & Hd4 kL&t 313,670,642.04 291,804,265.09
BARAH])
Haier Energy Power Co., Ltd. 211,221,875.25 223,432,383.88
Qingdao Haier Tooling Development and
Manufacturing Co., Ltd. 165,704,463.60 184,193,856.07
Qingdao Haiyongda Property
Management Co., Ltd.(7 &g K&l 117,606,114.96 91,155,393.46

EHA R T
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Qingdao Haier Whole House Household

Co., Ltd.(F BifF /R4 E XK E A RA ) 56,987,019.04 104,798,646.07
Qingdao Haier Communications 50.908.272.82 286.602.718.51.
Co., Ltd. e e
HAIER INTERNATIONAL CO., LTD 34.081.851.31 48.993 253.14
Mitsubishi Heavy Industries Haier (Qingdao)
Air-conditioners Co.. Ltd. 31,785,595.57 26,906,682.16
Qingdao Haier Household Integration Co., Ltd. 27 538.593.82 7 055.871.66
FISHER&PAYKEL AUSTRALIAPTY 4.949 393.94 24 607.963.96
Other related parties 1,033,772,885.49 751,211,974.44
Total 15,920,235,616.35 16,548,755,910.17

2. The detailed information of the Company procuring goods and services from related-party are as

follows:

Name of related parties

Amount for the current

Amount for the

period previous period

FISHER&PAYKEL AUSTRALIAPTY 520.944.530.24 453.206.822.74
CONTROLADORA MABE S.A.de C.V. 411,595,719.20 172,940,605.38
Qingdao Haier International Trading Co., Ltd. 365.258 871.55 382 386.502.01
Qingdao Haier Special Plastic Development 338 525.883.67 94.854.275.54
Co.,.Ltd. o o
Hefei HBIS New Material Technology Co.,
Ltd. (2 RS AR B R A TR A 7)) 200,819,911.53 377,550,381.70
Qingdao Haier New Material Research and 185.265.679.09 216.055.389.34
Development Co., Ltd. ! ! ) ! ! )
Wolong Electric Zhanggiu Haier Motor Co., 174.636.996.00 303.051.955.98
Ltd. ,090,990. ,051,955.
Qingdao HBIS Composite New Material
Technology Co., Ltd.(F 544 2 & F#t k1R 119,670,204.88 167,992,052.29
BAIR AT
Qingdao Haier Tooling Development and 93.196.412.80 80.082.974.19
Manufacturing Co., Ltd. o T
Qingdao Haier International Travel Agency 39 .380.799 45 18.529.608.83
Co.,.Ltd. T o
Chongging Haier Electrical Appliances Sales 1.907.239.75 96.889.976.15
Co., Ltd. o o
Suzhou Haixin Information Technology Co.,
Ltd. (DR S AL A SR 2 5 1.175,782.46 52,583,658.53
Other related parties 282,217,115.92 217,869,905.73

Total 2,734,595,146.54 2,633,994,108.41

3. Unsettled amounts of related parties

Items and names of consumers

Ending balance

Beginning balance

Notes receivables

Other related parties 827,490.67
Dividends receivables:

Qingdao Haier Software Investment Co., Ltd. 4,524 472.84 4,524 472.84
Other related parties 136,377.05
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Trade receivables:

Items and names of consumers

Book balance

Provision for

Book balance

Provision for

bad debts bad debts

FISHER & PAYKEL APPLIANCES LIMITED 345,582,591.6 17.279.129.58 240,525,663.0 12 026.283.15

6 il il . 8 ] ] .
CONTROLADORA MABE S.A.deC.V. 174,604,786.1

- 8,730,239.31 | 85,868,137.29 | 4,293,406.86
Haier Group Electric Appliance Industry Co., 119,136,930.6 5 056.846.53 172,889,483.5 8.644.474.17
Ltd. 8 e 0 o
Haier Finance Leasing (China) Co., Ltd. 107,389,479.6

8 5,369,473.98 | 33,979,469.96 | 1,698,973.50
Qingdao Haier International Travel Agency Co., | 4 638 08961 |  2,081,004.48 | 33,535,331.94 | 1,676,766.60
Ltd ! ' : ’ ' . ’ ’ . y f .
Qingdac Hater Special Plastic Development o | 40,606,062.73 | 2,030,303.14 | 30,061,91152 | 150309558
Hefei HBIS New Material Technology Co.,
Ltd. (& RS AN R R AT TR A ) 18,423,413.03 921,170.65 | 37,553,831.20 | 1,877,691.56
Suzhou Haixin Information Technology Co.,

e o 2 2 B = 16,664,234.97 2117 18,580,938.1 29,046.91
Ltd. (5 M7 2 R TR A7) 6,664,234.9 833 5 8,580,938.10 929,046.9
Haier Medical and Laboratory Products Co., Ltd. 8.908.758.81 445 437.94 5.293 566.32 264 678.32
Mitsubishi Heavy Industries Haier (Qingdao) 5 252 096.64 262 604.83 2 609.651.81 130.482.59
Air-conditioners Co., Ltd. e e e e
Qingdao HBIS Composite New Material
Technology Co., Ltd.(F5 SN E-& M EHEHL | 3,449,271.12 172,463.56 | 5,271,174.28 263,558.71
AIRAH)

Other related parties 266’296’532'2 13,314,826.63 239‘136‘247'? 11,956,812.40
Prepayments:

Qingdao Haier International Trading Co., Ltd. 278.331.689.34 25 694.085.49
Haier Group Electric Appliance Industry Co., 52 791.945.93 18.666.136.33
Ltd. 191,949, ,666,136.
Qingdao Haier Parts Procurement Co., Ltd. 46.876.371.70 26.855.446.50
Other related parties 22,656,983.95 57,909,844.51
Interests receivables:

Haier Group Finance Co., Ltd. 7,152,358.68 16,597,598.16

Other receivables:

Items and names of consumers

Book balance

Provision for

Book balance

Provision for

_ _ _ bad debts bad debts
raer Group Electric Appliance Industry Co., 647,646.88 32,382.34 | 505427127 |  252,713.56
Other related parties 82,569,992.51 4,128,499.63 | 43,505,955.80 2,175,297.79
Notes payable:

Wolong Electric Zhanggiu Haier Motor Co., Ltd. 61,412,756.84
Laiyang Haier Electrical Co. Ltd. 10,411,869.81 56,557,892.89
Other related parties 4,553,992.51 6,544,689.10
Accounts payables:

Qingdao Haier Parts Procurement Co., Ltd. 1,451.149,605.13 975,508,354.98
CONTROLADORA MABE S.A.deC.V. 375,635,705.91 359.468.427.60
HNR Company (Pv) Limited 268,478,148.47 49,389,796.48
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Qingdao Haier International Trading Co., Ltd.

161,106,745.95 268,481,130.24
Chongging Haier Logistics Co., Ltd. 99,263,199.78 304,825,911.96
Stlggdao Haier Strauss Water Equipment Co., 65.396,566.95 61.152,328.59
ggon&(yng Haier Electrical Appliances Sales 56.957.430.58 90,092,109.31
Qingdao Haier Communications Co., Ltd. 51.061.886.32 4.801.675.32
Stlggdao Haier Special Plastic Development Co., 44,686,429.40 52.784,004.74
Hefei Haier Logistics Co., Limited 31,386,951.96 257,354,153.49
HAIER INTERNATIONAL CO., LTD 26,626,665.50 56.102,305.76

Goodaymart Electronics Co., Ltd.

10,665,808.18

10,665,813.13

Qingdao Haier Whole House Household Co.,

Ltd. (35 53R 4 R AT TR A7) 5,920,605.71 33,084,367.38
HAIER INTERNATIONAL (HK) LIMITED 5.075.546.70 162.909 377.32
Other related parties 390,069,403.51 410,633,223.32
Receipts in advance:
Hefei Haizhi Real Estate Co., Ltd.(& i

N 155,358,260.10 155,000,000.00
Hu = A7 PR 2 )
Haier Group Electric Appliance Industry Co., 6.720.145.87 5984 613.13
Ltd. 120,149, ,984,613.
Other related parties 16,124,629.79 12,369,377.54
Other payable:
Haier Brothers Animation Industry Co., Ltd. 357387 470.54 384,741 409.54
Chongging Haier Logistics Co., Ltd. 51.830.739.06 51.830.739.06
Haier Group Electric Appliance Industry Co., 18.308.757.39 2 413.136.73
Ltd. 9UG, 191 ,413,136.
Haier Energy Power Co., Ltd. 15,412,788.34 42,485,111.74
Hefei Haier Logistics Co., Limited 8.663.500.00 8.663.500.00
Other related parties 175,837,677.92 159,066,947.95
Interests payables:
Haier Group Finance Co., Ltd. 5,442,616.18 5,953,652.09
Dividends payables:
BRAVE LION (HK) LIMITED 122,756,874.10 122,756,874.10
Other related parties 407,065,787.01 30,999,441.54

4. Other Related-party transactions

(1) One of the Company’s subsidiaries entered into a loan contract with Haier Group Finance Co.,
Ltd.. The borrowed amount as of 30 June 2018 was RMB 3.101 billion and the interest and fees payable

to Haier Group Finance Co., Ltd. for the period was RMB77 million in total.

(2) Information about the guarantor of the Company’s ending guaranteed borrowing who is a

related party:

Borrowers Amounts Guarantees

Hefei Haier Refrigerator Co., Ltd. 300,000,000.00 | Haier Group Corporation

191/ 204



Qingdao Haier Co., Ltd 2018 Interim Report

(Etiggdao Haier Special Freezer Co., 830,000,000.00 | Haier Group Corporation
ggengtzgou Haier Air-conditioning 300,000,000.00 | Haier Group Corporation
Qingdao Haidayuan Procurement 550,000,000.00 | Haier Group Corporation
Service Co., Ltd..

Qingdao Haier (Jiaozhou) 400,000,000.00 | Haier Group Corporation

Air-conditioning Co., Limited

HAIER US APPLIANCE
SOLUTIONS,INC

15,342,039,671.91 | Haier Group Corporation

Total 17,322,039,671.91

(3) Income on deposit interests received by the Company and its subsidiaries from Haier Group
Finance Co., Ltd. for the period was RMB 36 million.

(4) Balance of interbank borrowing of Haier Pakistan (Private) Limited, a subsidiary of the
Company, to HNR COMPANY (PRIVATE) LIMITED, a joint ventures at the end of the period was
RMB 0.366 billion.

(5) Qingdao Haier Goodaymart Logistic Co., Ltd., a subsidiary of the Company and other
companies provided logistics services to other related companies under Haier Group, the logistics
income for the period was RMB 0.108 billion.

(6) Leasing
L essees L essors Application of leased | Lease expense recognized
assets for the period
Qingdao Haier
Subsidiary  of  the | Investment and Production and
Company Development Co., Ltd. operation 10,120,984.12
and its subsidiaries
Subsidiary  of  the Otr_ler companies of Producthn and 47,305,599.89
Company Haier Group operation
Total 57,426,584.01

(IV) Pricing policies

1. Connected sales

Following the acquisition of the overseas white household appliances assets, the Company’s
original overseas sales model, being exports through the Group’s exporting platform, was changed. The
trading company under the company holding overseas white household appliances assets was fully
responsible for sales of export-oriented products. Meanwhile, the trading company was also responsible
for the overseas sales of some of the Group’s products (such as brown goods). As such, the Company
entered into a Sales Framework Agreement with Haier Group Corporation. Under which, it was agreed
that the Company and Haier Group Corporation will sell products and provide sales-related services
(including but not limited to agency sales services, after-sales services and technical support ) on a
reciprocal basis for a term of three years.

Connected sales among Haier Electronics Group Co., Ltd. (“Haier Electronics”), a holding
subsidiary of the Company, Qingdao Haier Investment and Development Co., Ltd, Haier Group
Corporation are carried out according to relevant provisions of Goods Export Agreement, After-sales
Service Agreement, Logistics Service Agreement entered into among parties.

2. Connected Procurements
In addition to independent procurement platform, the Company entrusted Haier Group Corporation

and its subsidiaries for procurements of part of raw materials and distribution of goods and materials.
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The business is conducted according to the Purchase and Distribution Contract entered among the
Company, Haier Group Corporation and other parties. The Company, Haier Group Corporation and its
subsidiaries purchase materials from agents. They purchase and distribute goods for production and
non-production use according to the specific material procurement target proposed by the Company. The
price of materials purchased and delivered consist of the actual purchase price and the agency fee, of
which the agency fee was calculated by 1.25% of the actual purchase price, while in principle the price
of materials should not be higher than the price that the Company independently purchased from the
market.

Connected procurements among Haier Electronics, Qingdao Haier Investment and Development
Co., Ltd, Haier Group Corporation are carried out according to relevant provisions of Materials
Procurement Agreement and Production and Experimental Equipment Procurement Agreement entered
among parties.

3. Related-party Transactions of Financial and Logistics Services

Some of the financial services such as deposit and loan service, discounting service and foreign
exchange derivatives needed by the Company are provided by Haier Group Corporation, its subsidiaries
and other companies. According to the Financial Service Agreement entered among the Company, Haier
Group Corporation and other parties, the price of financial services is determined by the principle that is
not less favorable of market value fair. The Company is entitled to decide whether to keep cooperation
relationship with them with the knowledge of the price prevailing on the market and in combination with
its own interests. While performing the agreement, the Company could also require other financial
service institutions to provide related financial services basing on actual situation. In order to meet the
Company’s demands such as the avoidance of foreign exchange fluctuation risk, the Company may
choose Haier Group Finance Co., Ltd. (“Finance Company”) to provide some foreign exchange
derivative service after comparing with comparable companies. The Company will uphold the safe and
sound and appropriately reasonable principle, under which all foreign exchange capital business shall
have a normal and reasonable business background to eliminate speculative operation. At the same time,
the Company has specified the examination and permission rights, management positions and
responsibilities at all levels for its foreign exchange capital business to eradicate the risks of operation by
persons and improved its response speed to risks on the premise that the risks are effectively controlled.

Related-party transactions of financial services among Haier Electronics, Finance Company,
Qingdao Haier Investment and Development Co., Ltd and Haier Group Corporation are carried out
according to relevant provisions of Financial Service Agreement entered into among parties.

In order to further standardize the logistics services provided by the related companies of Haier
Group Corporation, the Company signed the Logistics and Service Agreement with Qingdao Haier
Investment and Development Co., Ltd and Haier Group Corporation, the Company entrusted the
subsidiaries of Haier Group to provide energy and power, basic research and detection, equipment
leasing, house rental and maintenance, landscaping and sanitation, gift purchasing, design, consultation,
all kinds of booking and other services.

In accordance with the Comprehensive Service Agreement, Promotion Agreement, Product
Research and Development Agreement entered into among Haier Electronics, Qingdao Haier Investment
and Development Co., Ltd and Haier Group Corporation, Haier Electronics entrusted subsidiaries of
Haier Group to provide Haier Electronics with hydropower energy and related support; meeting,
accommodation, ticket agent; integrated services such as product certification, software, food and
beverage agent, property decoration, house lease, finance and marketing, product research and
development services.
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4. Others

In order to expand the sales businesses in the third and fourth-tier markets, Haier Electronics
renewed the Products Procurement Agreement and Internal Sales Agreement with Qingdao Haier
Investment and Development Co., Ltd and Haier Group Corporation, according to which, while Haier
Electronics purchases products from contract parties, the purchasing price shall be determined basing on
the prices of which Haier Electronics purchases the same type of product in similar transactions from
independent third parties in the market, and are not less favorable than the terms and conditions provided
by the independent third parties to Haier Electronics; while Haier Electronics sales products to contract
parties for their own use or distributes products through sales network, the selling price shall be
determined basing on the prices of which Haier Electronics sells the same type of product in similar
transactions to independent third parties in the market, and are not less favorable than the terms and
conditions provided by Haier Electronics to independent third parties.

The Company and its subsidiaries entered into a series of contracts, including the Framework
Agreement Regarding the Procurement of Modular Products with Wolong Electric Zhanggiu Haier
Motor Co., Ltd. and other companies. Pursuant to which, they agreed to supply modular products to the
Company at the most favorable price which is no higher than the price it offered to other clients.

The Company and its subsidiaries entered into a series of contracts, including the Contract
Arrangement Regarding the Procurement of Special Steel Plate Products with Qingdao HBIS Composite
New Material Technology Co., Ltd.(F % #T4% 5 &3 A #HA+H0A [R 2 5]), Hefei HBIS New Material
Technology Co., Ltd.(A& A2 283 A4+ A+30 A FR 2 8]). Under which, it is agreed that they shall supply
goods to the Company on terms which are not less favorable than terms offered by other suppliers.

XIII.  Share-based payments
1. General information on share-based payments
oApplicable \Not Applicable

2. Share-based payments settled in cash
oApplicable \Not Applicable

XIV. Commitments and contingent events

1. Material commitment

oApplicable \Not Applicable

2. Contingent events

(1). Material contingent events on the balance sheet date
oApplicable VNot Applicable

XV. Events Subsequent to the Balance Sheet date

1. Description on the events subsequent to the balance sheet date

VApplicable oNot Applicable
1. The Company intends to acquire 100% equity of Haier New Zealand Investment Holding

Company Limited(hereinafter referred to as “Haier New Zealand” ) held by Haier (Singapore)
Management Holding Co. Pte. Limited, an oversea subsidiary of Haier Group Corporation (hereinafter

referred to as “Haier Singapore” ) through Haier Singapore Investment Holding Pte. Ltd., another
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oversea subsidiary of the Company in cash. Haier Singapore Investment Holding Pte. Ltd. entered into a
Sale and Purchase Agreement with Hair Singapore on 24 April 2018, pursuant to which Haier Singapore
Investment Holding Pte. Ltd. intended to acquire 100% equity of Haier New Zealand held by Haier
Singapore at a consideration of USD 303,040,997.28 in cash. The transaction was completed on 31 July
2018.

2. Guanmei (Shanghai) Corporate Management Co., Ltd,(%t & (L&) &L EE AR SE]) an
indirect subsidiary of the Company, intends to swap its 55% equity in Bingji (Shanghai) Corporate
Management Co., Ltd,(7k#& (E#&) &2 A kA 38]) with 51% equity of Qingdao HSW Water
Appliance Co., Ltd.(& & # 4 K% & A [k 3)) (hereinafter referred to as “Water Appliance”)held by
Haier Electric Appliances International Co., Ltd.

The connected transaction has been approved and passed in the eighteenth meeting of the ninth
session of the Board meeting held by the Company on 30 August 2018, and is not subject to the approval
of the general meeting.

3. The Company has no material events subsequent to the balance sheet date which need to be
disclosed.

XVI. Financial Instruments Related Risks

The Company’s financial assets include notes receivables, receivables and etc., and the Company’s
financial liabilities include Notes payable, account payable, long- and short- term borrowings and etc.
Please refer to relevant items in Note VI for detailed descriptions of various financial instruments. Risks
relating to these financial instruments and the risk management policies the Company adopts to mitigate
these risks are summarized below. The Company’s management manages and monitors these risk

exposures in order to ensure these risks are well within their respective risk limits.
1. Credit risk

The credit risk the Company exposed to mainly comes from bank deposits, notes receivables,
accounts receivables, interest receivables, other receivables and wealth management products in other

current assets.

(1) TheCompany’s bank deposits and wealth management products are mainly deposited with
Haier Group Finance Co., Ltd., national banks and other large and medium size listed banks. The
interest receivables mainly refer to the accrued interest from time deposits placed with the aforesaid
banks. The Group doesn’t believe there is any significant credit risk due to defaults of its counterparties

which would cause any significant loss.

(2) Accounts receivables and notes receivables: The Company only trades with recognized and
creditworthy third parties. It is the Company’s policy that all consumers who wish to trade on credit
terms are subject to credit verification procedures. The payment terms shall be determined on a
reasonable basis. The Company monitors the balances of accounts receivables on an ongoing basis and
maintains credit insurances for significant accounts receivables due from its credit clients, so as to
ensure the Company will not expose to significant risk of bad debts.
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(3) The Company’s other receivables mainly include export tax rebate receivable, recurrent loans
and advances to its employees. The Company strengthened the management of these receivables and
corresponding business activities based on their historical reasons of occurrence, and continued to
monitor such receivables, so as to ensure that the Company’s significant risk of bad debts are
controllable and to further reduce such risks.

2. Liquidity risk

Liquidity risk is the risk that an enterprise may encounter deficiency of funds in meeting
obligations associated with financial liabilities. In order to control liquidity risk, the Company integrates
the utilization of various financing methods such as settlement with bills and bank loans, to strive for a
sustainable and flexible financing. The Company has secured line of credit with a great number of

commercial banks to satisfy its needs for working capital and capital expenditures.
3. Exchange rate risk

The Company’s businesses are based in mainland China, the US, Japan, Southeast Asia, South Asia,
central and east Africa, Europe, and Australia, etc. and are settled in RMB, US dollar, and other

currencies.

The Company’s overseas assets and liabilities denominated in foreign currencies as well as
transactions settled in foreign currencies in the future expose the Company to fluctuations in exchange
rates. The Company’s finance department is responsible for monitoring the size of transactions in
foreign currencies and assets and liabilities denominated in foreign currencies, so as to reduce its
exposure to fluctuations in exchange rates to the largest extent. The Company avoid its exposure to

fluctuations in exchange rates by entering into forward foreign exchange contracts.
4. Interest rate risk

The Company mainly faces interest rate risk from its long- and short- term bank loans and bonds
payables which are interest-bearing. Financial liabilities with floating interest rates expose the Company
to cash flow interest rate risk, while financial liabilities with fixed interest rates expose the Company to
fair value interest rate risk. The Group determines the percentage of fixed-interest rate and floating

interest rate contracts in light of the prevailing market conditions.

XVII.  Other Important Events

1. Proposal on the intended initial public offering and listing of shares by Qingdao Haier Co., Ltd
on CEINEX D-Share Market( (& & & KA A FRA 8 X TSl EFBRE IR S AT D LT %4 K
T RATREZ 5F 7 4934 )) was considered and approved at the twelfth meeting of the ninth session
of the Company’s board meeting on 19 April 2018. The Company intends for initial public offering and
listing of the shares on the D-Share Market of the China Europe International Exchange AG (hereinafter
referred to as “the D-Share Market ”) , which will be achieved through admittance of and listing
transactions on Frankfurt Stock Exchange. China Europe International Exchange AG is a joint venture

established by Shanghai Stock Exchange, Deutsche B&se Group, and China Financial Futures Exchange.
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Deutsche B&rse Groupid the main operating body of Frankfurt Stock Exchange, and the listing rules of
Frankfurt Stock Exchange applies to the D-Share Market. In compliance with regulations such as the
minimum offering proportion on the market where the shares of company are listed, coupled with the
capital requirement for the future development of the Company’s business, the number of proposed
offering of the shares shall not exceed 400 million (prior to the exercise of the over-allotment options),
and the bookrunner may be granted over-allotment options not exceeding 15% of the number of the
aforesaid D shares to be issued. Final offering number are determined by the Board authorized by the
general meeting and the parties authorized by the Board according to the laws, approval of the

regulatory institutions and the market conditions.

2. The first 2017 Extraordinary general meeting of the Company was convened on 23 November
2017, on which Proposal of the plan on public offering of convertible corporate bonds by Qingdao Haier
Co., Ltd( € F & & RALAD A PR 3] & T AT RAT 7T 4548 8) 4 4 77 893 %) ) was passed. In the
meantime, according to the grant to the Board by the general meeting, the Company held the seventeenth
meeting of the ninth session of the Board meeting on 24 August 2018 and considered and approved the
proposal on adjustments of the offering plans; according the proposal, the Company will issue
convertible corporate bonds not exceeding RMB3,007,490,000 (including RMB3,007,490,000), with
book value of RMB100 per convertible bonds, and the term of less than 6 years commencing on the date
of issue. The general meeting of the Company authorized the Board to determine the specific scale, term,
coupon rate and the final interest rate of each interest-bearing year of the offering. The public offering of
the convertible corporate bonds of the Company is pending on the approval of CSRC, and there exists

uncertainty on whether the approval can be obtained.

XVIII. Notes to Main Items of Financial Statements of the Parent Company
1. Trade receivables
(1) Disclosure of trade receivables by consumer categories is set out as follows:

Items Closing balance Opening balance

Provision for bad Provision for bad

Book balance debts Book balance debts

Individual significant trade
receivables of which
provision for bad debts is
made on an individual basis

Trade receivables of

which provision for bad
debts is made on a group 325,758,771.22 16,287,938.56 303,683,922.18 15,184,196.11

basis

Individual insignificant trade
receivables of which
provision for bad debts is
made on an individual basis

Total 325,758,771.22 16,287,938.56 | 303,683,922.18 15,184,196.11

(2) Trade receivables of which provision for bad debts is made on a group basis:

Aging Closing balance Opening balance
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Book balance Provis(ijcérgg‘sor bad Book balance Provis(i;;rg:sor bad
W“yhggrone 296,299,594.02 14,814,979.70 274,306,287.64 |  13,715,314.38
Oneto
two 10,708,925.11 535,446.26 29,377,634.54 1,468,881.73
years
itvidis 18,750,252.09 937,512.60
Total 305,758,771.22 16,287,938.56 303,683,922.18 15,184,196.11

(3) The total debt amount of the top 5 debtors in the ending trade receivables amounted to RMB
320,002,571.10, representing 98.23% of the book balance of the trade receivables.

2.  Other receivables

(1) Disclosure of other receivables by consumer categories is set out as follows:

Items

Closing balance

Opening balance

Book balance

Provision for bad

debts

Book balance

Provision for bad

debts

Individual significant other
receivables  of  which
provision for bad debts is
made on an individual basis

Other receivables of which
provision for bad debts is
made on a group basis

1,918,876,574.69 95

,943,828.73

16,731,629.93

836,581.50

Individual insignificant
other receivables of which
provision for bad debts is
made on an individual
basis

Total

1,918,876,574.69 95

,943,828.73

16,731,629.93

836,581.50

(2) Other receivables of which provision for bad debts is made on a group basis:

Aging Closing balance Opening balance
Provision for bad Provision for bad
Book balance debts Book balance debts
Within one year 1,918,876,574.69 95,943,828.73 16,731,629.93 836,581.50
Total 1,918,876,574.69 95,943,828.73 16,731,629.93 836,581.50

(3) The total debt amount of the top 5 debtors in the ending trade receivables amounted to RMB
1,885,933,217.49, representing 98.28% of the book balance of the trade receivables.

3.

Long-term equity investments

VApplicable oNot Applicable

(1) Details of long-term equity investments:

Items Closing balance Opening balance
Provision for Provision for
Book balance impairment Book balance impairment
Long-term equity investments
Including: long-term equity 20,490,178,326 | 7,100,000.0
investments to subsidiaries 20,548,154,444.94 | 7,100,000.00 42 0
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Long-term equity 21,000,000.0 | 3,119,176,601. | 21,000,000.
investments to associates 3,178,177,202.58 0 66 00
Total 23.726,331,647.52 28,100,000.0 | 23,609,354,928 | 28,100,000.
0 .08 00
(2) Long-term equity investments to subsidiaries
Impairment
. Opening Increase or Closing provision
Name of Investee Companies decrease for the ;
balance eriod balance closing
P balance
I. Subsidiaries:
Etrzfngqmg Haier Electronics Sales Co., 9,500,000.00 9,500,000.00
Haier Group (Dalian) Electrical
Appliances Industry Co., Ltd. 34,735,489.79 34,735,489.79
Qingdao Haier Refrigerator Co., Ltd. 402,667,504.64 402,667,504.64
Stlggdao Haier Special Refrigerator Co., 320 832,047.28 320.832,047.28
Qingdao Haier Information Plastic
Development Co., Ltd. 102,888,407.30 102,888,407.30
Dalian Haier Precision Products Co., Ltd. 41,836,159.33 41,836,159.33
Hefei Haier Plastic Co., Ltd. 42,660,583.21 42,660,583.21
Qingdao Haier Technology Co., Ltd. 16,817,162.03 16,817,162.03
Qingdao Haier Moulds Co., Ltd. 273,980,796.30 273,980,796.30
(Lgtlggdao Haier Intelligent Electronics Co., 294.453,513.06 294.453,513.06
Qingdao Household Appliance
Technology and Equipment Research 66,778,810.80 66,778,810.80
Institute
Qingdao Meier Plastic Powder Co., Ltd. 24,327,257.77 24,327,257.77
Etizjongqmg Haier Precision Plastic Co., 47,811,283.24 47,811,283.24
Chongging Haier Intelligent Electronics 11,870,511.98 11,870,511.98
Co., Ltd.
Qingdao Haier Electronic Plastic Co., Ltd. 48,000,000.00 48,000,000.00
Dalian Haier Refrigerator Co., Ltd. 99,000,000.00 99,000,000.00
Dalian Haier Air-conditioning Co., Ltd. 99,000,000.00 99,000,000.00
Guizhou Haier Electronics Co., Ltd. 96,904,371.71 96,904,371.71
Hefei Haier Air-conditioning Co., Limited 67,110,323.85 67,110,323.85
Qingdao Haier Refrigerator (International) 158,387,576.48 158,387,576.48
Co., Ltd.
Qingdao Haier Robot Co., Ltd. 3,149,188.69 3,149,188.69
Qingdao Haier Air-Conditioner 1,113,433,044.51 1,113,433,044.51
Electronics Co., Ltd.
Qingdac Hater Alr Conditioner Gen Corp., | 15 245,822.50 2,300,48352 |  220,636,306.02
Qingdao Haier Special Freezer Co., Ltd. 442 .684,262.76 442 .684,262.76
Qingdao Haier Dishwasher Co., Ltd. 206,594,292.82 206,594,292.82
Wuhan Haier Freezer Co., Ltd. 47,310,000.00 47,310,000.00
Wuhan Haier Electronics Co., Ltd. 100,715,445.04 100,715,445.04
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Etr:jolngqlng Haier Air-conditioning Co., 100,000,000.00 100,000,000.00
Hefei Haier Refrigerator Co., Ltd. 49,000,000.00 49,000,000.00
Qingdao Haier Whole Set Home
Appliance Service Co., Ltd. 118,000,000.00 118,000,000.00
ggongg;ng Haier Refrigeration Appliance 91,750,000.00 91,750,000.00
Qingdao Haier Industry Intelligence ) )
Research Institute Co., Ltd. 8,000,000.00 8,000,000.00
Haier Shareholdings (Hong Kong) Limited | 13,561,203,702.07 13,561,203,702.07
Shenyang Haier Refrigerator Co., Ltd. 100,000,000.00 100,000,000.00
Foshan Haier Freezer Co., Ltd. 100,000,000.00 100,000,000.00
i:w(ingzhou Haier Air-conditioning Co., 100,000,000.00 100,000,000.00
géngﬁ?é) Haidayuan Procurement Service 20,000,000.00 20,000,000.00
Qingdao Haier Intelligent Technology 130,000,000.00 130,000,000.00
Development Co., Ltd.
gg”gﬂi‘g Haier Technology Investment 200,000,000.00 13,585,635.00 |  213,585,635.00
géngﬁ?;) Casarte Smart Living Appliances 10,000,000.00 10,000,000.00
Etao:er Overseas Electric Appliance Co., 40,000,000.00 40,000,000.00
Haier (Shanghai) Electronics Co., Ltd. 12,500,000.00 12,500,000.00
Haier U+smart Intelligent Technology
(Beijing) Co., Ltd, 143,000,000.00 143,000,000.00
Haier Electronics Group Co., Ltd. 669,830,769.26 669,830,769.26 | 7,100,000.00
8:;.193?3 Haidarui Procurement Service 107,800,000.00 107,800,000.00
Shanghai Haier Zhong Zhi Fang Chuang
Ke Space Management Co., Ltd. 2,000,000.00 2,000,000.00
Haier Industries Holdings Limited 100,000,000.00 50,000,000.00 150,000,000.00
Qingdao Haier Medical Refrigeration
Appliance Co., Ltd (75 &g /REFFR 1A F 100,000,000.00 100,000,000.00
LA
Qingdao Haier Intelligent Household
Appliances Co., Ltd. 326,400,000.00 326,400,000.00
Total 20,490,178,326.42 57,976,118.52 | 20,548,154,444.94 | 7,100,000.00
(3) Long-term equity investments to associates
Increase or decrease for the Period
Impairmen
Name of . Investment losi t
investee %gfanr:gg Increase or Income t():a?;gc];?e Provision
companies decrease for rjﬁg%?'tzﬁs Others Closing
the Period : balance
equity
method
QingDao
Haier-Medical Co., | 229,914,790.86 22,931,226.2 252,852,017.0
2 8
Ltd
Wolong Electric
Zhangqiu 109,934,500.3
Haier Motor Co., 106,957,786.56 2,976,713.78 4
Ltd.
Qingdao HBIS -106,068,803. )
Composite New 106.068,803.08 08
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Material Technology
Co., Ltd.(5 S 4
HEWMRIRHA
FRAT])

Hefei HBIS New
Material Technology
Co., Ltd.(A AT 4N
AR E AR A
)

109,289,567.00

-109,289,567.
00

Qingdao Haier SAIF
Smart

Home Industry
Investment

Center (limited
partnership)

270,536,881.98

270,536,881.9
8

Bank of Qingdao
Co., Ltd.

917,520,227.90

47,306,223.4
4

-27,171,376.14

937,655,075.2
0

Mitsubishi Heavy
Industries Haier
(Qingdao)
Air-conditioners
Co., Ltd.

529,934,750.95

38,033,746.4
5

-56,772,000.00

511,196,497.4
0

Qingdao Haier
Carrier
Refrigeration
Equipment Co., Ltd.

305,185,137.09

6,006,028.41

311,191,165.5
0

21,000,000.
00

Qingdao Haier
Multi-media Co.,
Ltd. (5 S /R S8
AR AT

543,768,656.24

6,102,089.30

549,870,745.5
4

Qingdao Hebei Iron
& Steel New
Material
Technology Co. Ltd

226,758,549.4
3

8,181,770.11

234,940,319.5
4

Total

3,119,176,601.6
6

11,400,179.35

131,543,797.
71

-83,943,376.14

3,178,177,202.
58

21,000,000.
00

4, Operation Income and Operation Expense:

Applicable oNot

Applicable

Unit and Currency: RMB

Amount for the current period Amount for the previous period
Items
Revenue Cost Revenue Cost
Principal Business 1,621,944,396.28 | 1,119,899,681.97 1,541,395,774.74 | 1,124,839,769.04
Other Business 2,209,632.18 162,870.29 1,716,550.91 259,972.03
Total 1,624,154,028.46 | 1,120,062,552.26 1,543,112,325.65 | 1,125,099,741.07

5.  Investment Income

Amount for the

Amount for the previous

Items current period period
Long-term equity investments income
calculated 131,543,797.71 93,545,425.01
by the equity method
Long-term equity investments income
calculated 87,976,272.14 58,348,342.72
by cost method

Total 219,520,069.85 151,893,767.73
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XIX. The approval of Financial Statements

The financial statements were approved to be issued by the board of the Company on 30

August 2018.

XX. Supplementary Information
1. Basic earnings per share and diluted earnings per share
\Applicable oNot Applicable

Amount for the current period Amount for the previous period
Earnings per share Earnings per share
Weighted (RMB) Weighted (RMB)
eightedaverage - - eightedaverage
Items return on net eB;rSrllcings eDe:IrlrJ1tier1(2:15 return on net | Basic Diluted
assets per per assets earnings | earnings per
per share | share
share share
Net profit
attributable
to ordinary 14.10% 0.797 0.786 15.40% 0.724 0.724
shareholders
of the
company
Net profit
attributable
to ordinary
shareholders
of the
12.99% 0.734 0.723 13.20% 0.619 0.619
company
after
deduction of
non-recurring
gain or loss

2. Non-recurring gain or loss

Items Amount for the Amgllfg\figzrsthe
current period period

Net profit attributable to ordinary shareholders of the

Company 4,858,795,529.42 4,416,867,240.37
Less: non-recurring gain or loss 382,803,964.15 639,527,785.42
Net profit attributable to ordinary shareholders of the

Company after deduction of non-recurring gain or loss 4,475,991,565.27 3,777,339,454.95

Breakdown of non-recurring profit or loss for the period
Non-recurring profit or loss items Amount for the period

Profit or loss from disposal of non-current assets 23,934,860.63

Income from disposal of long-term equity investments

Income from disposal of financial assets available for sale

Government grants included in current profit or loss, except that closely
related to the normal operating business, complied with requirements of the
national policies, continued to be granted with the amount and quantity
determined under certain standards

137,147,498.76
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Gains accrued for that investment costs made by the corporate for acquisition
of subsidiaries, associate companies and joint ventures were less than fair
value of the investees’ identifiable net assets upon the investments

Corporate reorganization fee, including staff settlement expenses and
consolidation fee, etc.

Profit and loss of changes in fair value arising from holding of trading
financial assets and trading financial liabilities except for valid straddle
business relevant to normal business of the company, as well as investment 193,260,601.21
gain realized from disposal of trading financial assets, trading financial
liabilities and financial assets available for sale

Trustee fee income from entrusted operations 943,396.22
Other non-operating income and expenses except for the above mentioned 169,865,362.68
Effect of minority equity interests -91,861,955.96
Effect of income tax -50,485,799.39

Effect on profit from combination of companies under common control

Total 382,803,964.15

2. Difference on figures by domestic and foreign Accounting Standards
oApplicable \Not Applicable

3. Others
oApplicable VNot Applicable
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SECTION XI SECTION XIDOCUMENTS AVAILABLE FOR

INSPECTION

Documents
Available for
Inspection

(1) Interim Report of 2018 of Qingdao Haier Co., Ltd with signatures of the
legal representative.

(INFinancial report with signatures and seals of the legal representative,
chief accountant and person in charge of accounting department.

(1) All documents which have been publicly disclosed on the newspaper
designated by China Securities Journal, Shanghai Securities News, Securities
Times, Securities and the website of Shanghai Stock Exchange
(www.sse.com.cn) during the reporting period.

Chairman: Liang Haishan
Publish approved by the Board on 30 August 2018
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