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Definitions

In this interim report, unless the context otherwise requires, the following terms shall have the meanings set out below.

“Board”

“Company” or
“our Company”

“Director(s)”
“EPS”

“Group”

“HK$”
“Hong Kong”

“Listing Rules’

“‘RMB”

“SFO”

“Stock Exchange”

the board of Directors of the Company;

Hua Hong Semiconductor Limited, a company incorporated in Hong Kong with limited
liability on 21 January 2005 and, except where the context otherwise requires, all of its
subsidiaries, or where the context refers to the time before it became the holding company
of its present subsidiaries, its present subsidiaries;

the director(s) of the Company;

earnings per share;

our Company and our subsidiaries or, where the context so requires, in respect of the
period before our Company became the holding company of our present subsidiaries (or
became such associated companies of our Company), the business operated by such
subsidiaries or their predecessors (as the case may be);

Hong Kong dollars, the lawful currency of Hong Kong;

the Hong Kong Special Administrative Region of the People's Republic of China;

the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited, as amended or supplemented from time to time;

Renminbi, the lawful currency of the PRC;

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as
amended or supplemented from time to time; and

The Stock Exchange of Hong Kong Limited.
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Board of Directors

Executive Directors
Suxin Zhang (Chairman)
Yu Wang (President)

Non-executive Directors
Jianbo Chen

Yuchuan Ma

Takayuki Morita

Jun Ye

Independent Non-executive Directors
Stephen Tso Tung Chang

Kwai Huen Wong, JP

Long Fei Ye

Company Secretaries

Xiaojun Wang (Solicitor)

Rao Fu (resigned as Joint Company Secretary on 20 June
2016)

Authorized Representatives
Yu Wang
Xiaojun Wang (Solicitor)

(appointed as Authorized Representative on 20 June
2016)
Rao Fu (resigned as Authorized Representative on 20
June 2016)

Audit Committee

Stephen Tso Tung Chang (Chairman)
Long Fei Ye

Jun Ye

Remuneration Committee

Kwai Huen Wong, JP (Chairman)
Long Fei Ye

Jianbo Chen

Nomination Committee

Suxin Zhang (Chairman)

Kwai Huen Wong, JP (Chairman)
Long Fei Ye

Website
www.huahonggrace.com
Auditor

Ernst & Young

Certified Public Accountants
22nd Floor, CITIC Tower

1 Tim Mei Avenue, Central
Hong Kong

Corporate Information

Legal Advisor

Herbert Smith Freehills
23/F, Gloucester Tower
15 Queen’s Road Central
Hong Kong

Principal Banks

Shanghai Pudong Development Bank Shanghai Branch
No. 12, Zhongshan East 1st Road
Shanghai, PRC

Industrial and Commercial Bank of China Shanghai Branch
No. 9, Pudong Avenue

Pudong New Area

Shanghai, PRC

China Construction Bank Shanghai Branch
No. 900, Lujiazui Ring Road

Pudong New Area

Shanghai, PRC

Bank of Communications Shanghai Branch
No. 188, Yincheng Middle Road
Shanghai, PRC

China Construction Bank Corporation Hong Kong Branch
28/F, CCB Tower, 3 Connaught Road, Central
Hong Kong

Share Registrar

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong

Registered Office

Room 2212, Bank Of America Tower
12 Harcourt Road, Central
Hong Kong

Principal Place of Business and Head
Office in China

288 Halei Road
Zhangjiang Hi-Tech Park
Shanghai 201203, PRC
Stock Code

1347
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Key Financials
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Management Discussion and Analysis

Financial Performance

1H 2016 1H 2015 Change

US$’000 US$'000

(Unaudited) (Unaudited)
Revenue 342,118 338,372 1.1 %
Cost of sales (239,385) (230,734) 3.7 %
Gross profit 102,733 107,638 (4.6)%
Other income and gains 17,130 13,857 23.6 %
Selling and distribution expenses (3,178) (8,389) (6.2)%
Administrative expenses (45,640) (50,758) (10.1)%
Other expenses (36) (9) 300.0 %
Finance costs (1,983) (4,191) (52.7)%
Share of profit of an associate 3,003 2,291 311 %
Profit before tax 72,029 65,439 10.1 %
Income tax expense (11,214) (4,150) 170.2 %
Profit for the period 60,815 61,289 (0.8)%

Explanation on Items with Fluctuation over 5% in 1H 2016

Other income and gains

Other income and gains were US$17.1 million, an increase of 23.6% compared to 1H 2015, primarily due to

increased general subsidies.

Selling and distribution expenses

Selling and distribution expenses were US$3.2 million, a decrease of 6.2% compared to 1H 2015, primarily due

to decreased labor cost related to headcount decrease and RMB depreciation against US dollar.

Interim Report 2016~ ()5



Management Discussion and Analysis

Administrative expenses
Administrative expenses were US$45.6 million, a decrease of 10.1% compared to 1H 2015, primarily due to an
impairment provision on tools in 1TH 2015 and RMB depreciation against US dollar.

Other expenses
Other expenses were US$36,000, an increase of 300.0% compared to 1H 2015, due to losses arising from the
disposal of office equipment.

Finance costs

Finance costs were US$2.0 million, a decrease of 52.7% compared to 1H 2015, primarily due to decreased
bank borrowings and decreased average interest rates for bank borrowings.

Share of profit of an associate

Share of profit of an associate was US$3.0 million, increased by 31.1% compared to 1H 2015, due to increased
profit realized by the associate.

Income tax expense

Income tax expense was US$11.2 million, an increase of 170.2% compared to 1H 2015, primarily due to (i) a
reversal of dividend withholding tax in 1H 2015, and (ii) increased taxable profit in 1H 2016, partially offset by a
preferential dividend withholding tax rate approved in 2H 2015.

Profit for the period

As a result of the cumulative effect of the above factors, profit for the period was $60.8 million, a decrease of
0.8% compared to 1H 2015. Net profit margin was 17.8%, a decrease of 0.3 percentage points compared to
18.1% in 1H 2015.
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Management Discussion and Analysis

Financial Status

30 June 31 December Change
2016 2015
UsS$’000 US$'000
(Unaudited) (Audited)
Non-current assets
Property, plant and equipment 678,183 629,180 7.8 %
Investment property 176,795 180,542 (2.1)%
Investment in an associate 42,984 40,833 53 %
Available-for-sale investments 212,707 217,214 (2.1)%
Other non-current assets 40,603 46,134 (12.0)%
Total non-current assets 1,151,272 1,113,903 3.4 %
Current assets
Inventories 101,270 107,081 (5.4)%
Trade and notes receivables 103,521 103,822 (0.3)%
Other current assets 52,239 34,690 50.6 %
Restricted and time deposits 61,195 41,796 46.4 %
Cash and cash equivalents 457,909 510,441 (10.3)%
Total current assets 776,134 797,830 (2.7)%
Current liabilities
Trade payables 58,442 66,280 (11.8)%
Other current liabilities 196,935 168,896 16.6 %
Interest-bearing bank borrowings 42,750 42,750 -
Total current liabilities 298,127 277,926 7.3 %
Net current assets 478,007 519,904 (8.1)%
Non-current liabilities
Interest-bearing bank borrowings 137,063 137,871 (0.6)%
Deferred tax liabilities 6,069 5,246 15.7 %
Total non-current liabilities 143,132 143,117 -
Net assets 1,486,147 1,490,690 (0.3)%

Explanation on Items with Fluctuation over 5% from 31 December 2015 to 30 June 2016

Property, plant and equipment
Property, plant and equipment increased from US$629.2 million to US$678.2 million, as a result of capacity
expansion.

Investment in an associate
Investment in an associate increased from US$40.8 million to US$43.0 million, due to the profit shared from the
associate in 1H 2016.

Other non-current assets

Other non-current assets decreased from US$46.1 million to US$40.6 million, primarily due to decreased
prepayments for fixed assets and amortization of intangible assets.
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Management Discussion and Analysis

Inventories
Inventories decreased from US$107.1 million to US$101.3 million, primarily due to improved inventory turnover.

Other current assets

Other current assets included prepayments, deposits and other receivables, and due from related parties.
The total amount of other current assets increased from US$34.7 million to US$52.2 million, primarily due to
increased advanced prepayments and increased account receivables from certain of our related parties.

Restricted and time deposits
Restricted and time deposits increased from US$41.8 million to US$61.2 million, due to the increase of US$20.5
million deposits restricted for dividend payment.

Cash and cash equivalents
Cash and cash equivalents decreased from US$510.4 million to US$457.9 million, mainly due to cash used for
investment in fixed assets and dividend payment, offset by cash generated from operating activities.

Trade payables
Trade payables decreased from US$66.3 million to US$58.4 million, primarily due to increased payment in 1H
2016.

Other current liabilities

Other current liabilities increased from US$168.9 million to US$196.9 million, primarily due to (i) balance of
dividend payables, and (ii) increased payables for capital expenditures, partially offset by payments of income
tax for 2015.

Deferred tax liabilities

Deferred tax liabilities increased from US$5.2 million to US$6.1 million, primarily due to accrual of dividend
withholding tax in 1H 2016, and offset by tax paid for dividend payment of 2015.

(08  HUAHONG SEMICONDUCTOR LIMITED



Management Discussion and Analysis

Cash Flow

1H 2016 1H 2015 Change

US$’000 US$'000

(Unaudited) (Unaudited)
Net cash flows generated from operating activities 81,896 26,922 204.2 %
Net cash flows used in investing activities (85,924) (314,229) (72.7)%
Net cash flows used in financing activities (37,908) (23,832) 59.1 %
Net decrease in cash and cash equivalents (41,936) (311,139) (86.5)%
Cash and cash equivalents at beginning of the period 510,441 646,773 21.1)%
Effect of foreign exchange rate changes, net (10,596) (697) 1,420.2 %
Cash and cash equivalents at end of the period 457,909 334,937 36.7 %

Explanation on Items with Fluctuation over 5% in 1H 2016

Net cash flows generated from operating activities

Net cash flows from operating activities increased from US$26.9 million in 1H 2015 to US$81.9 million, primarily
due to (i) enhanced account receivables collection, and (ii) amount released from deposit pledged for letters of
credit.

Net cash flows used in investing activities

Net cash flows used in investing activities were US$85.9 million, which was primarily attributed to US$94.6
million for investment in fixed assets, offset by the receipts of (i) US$6.8 million of government grants for fixed
assets, and (i) US$1.8 million of interest income.

Net cash flows used in financing activities
Net cash flows used in financing activities were US$37.9 million, including US$35.9 million for dividend payment
and US$2.0 million of interest expenses.

Net decrease in cash and cash equivalents

As a result of the cumulative effect of the above factors, cash and cash equivalents decreased from US$510.4
million as of 31 December 2015 to US$457.9 million as of 30 June 2016.

Interim Report 2016 09



Management Discussion and Analysis

Business Review

The tremendous momentum from Q1 is continued, the company’s revenue has reached a record high in the first half of
2016. Our on-going capacity expansion has got to work. We believe we will benefit from the continually strong demand
in bank IC card, MCU and SJNFET, IGBT market.

Our 90nm embedded Flash process platform achieved successful mass production for fabrication of highly competitive
chips featuring small die size, low power and high performance. It can deliver a technical solution with excellent
performance-price ratio for kinds of smart card, security IC products and MCU.

One of our customers’ products, dual-interface chip for bank IC cards fabricated on Hua Hong Semiconductor’'s 0.13um
SONOS eNVM process platform has obtained an EMVCo security certificate. This result built on the company’s proven
expertise in eNVM platform to actively expand our footprint in the area of bank IC chips to deliver fabrication process
platforms to make greater contribution to the ongoing initiative of China-made-chips for bank IC cards. We expect that
locally produced chips will face a bigger momentum of commercial rollout and application in the follow years.

The accumulated shipment of our Super Junction MOSFET (SJNFET) process platform crosses the 140,000th wafers
mark, attributable to the strong market demand for SUNFETs which are well-suited for high-efficiency, high-speed
power switching applications. Through the collaboration with our customers in design optimization, system solutions
and market penetration, the platform has recorded an increasing shipment since its mass production.

Through years of development, Company has accumulated plentiful experience in production of IGBT that delivers
technical performance comparable to leading global corporations within the industry. Particularly, Hua Hong
Semiconductor is the only foundry in China possessing a complete set of IGBT backside processing technologies,
which provides a full spectrum of solutions ranging from low to high voltage for green energy applications, and tailors
various power devices according to customers’ requirements. Besides, we are accelerating R&D of 6500V ultra-high
voltage IGBT technologies for high-end industrial and energy applications. This has not only positioned us as a leader
in IGBT manufacturing, but also drived local production progress of IGBT technologies.

Looking forward, we expect more growth opportunities in the foreseeable markets. Our capacity expansion is still being

executed as planned. We firmly believe that this will allow us to better our position in semiconductor supply chain in
the long run, especially in China.
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Report on Review of Interim Condensed
Consolidated Financial Statements

SRS M B RRNERRS

EY zx

To the members of Hua Hong Semiconductor Limited
(Incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the accompanying interim condensed
consolidated financial statements set out on pages 22 to 54
which comprise the interim condensed consolidated statement
of financial position of Hua Hong Semiconductor Limited (the
“Company”) and its subsidiaries (collectively referred to
as the “Group” ) as at 30 June 2016 and the related interim
condensed consolidated statement of profit or loss, the interim
condensed consolidated statement of comprehensive income,
changes in equity and cash flows for the six-month period then
ended, and certain explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim condensed
consolidated financial statements to be in compliance with
the relevant provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” ( “HKAS 34" ) issued
by the Hong Kong Institute of Certified Public Accountants.

The directors are responsible for the preparation and
presentation of these interim condensed consolidated financial
statements in accordance with HKAS 34. Our responsibility is to
express a conclusion on these interim condensed consolidated
financial statements based on our review. Our report is made
solely to you, as a body, in accordance with our agreed terms
of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report.
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Report on Review of Interim Condensed
Consolidated Financial Statements

AR S M RRNERARE

Scope of Review

We conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor of
the Entity” issued by the Hong Kong Institute of Certified Public
Accountants. A review of interim condensed consolidated
financial statements consists of making inquiries, primarily
of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A
review is substantially less in scope than an audit conducted
in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit
opinion.

Conclusion

Based on our review, nothing has come to our attention that
causes us to believe that the interim condensed consolidated
financial statements are not prepared, in all material respects,
in accordance with HKAS 34.

Ernst & Young
Certified Public Accountants

22/F, CITIC Tower
1 Tim Mei Avenue
Central, Hong Kong

2 August 2016
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Interim Condensed Consolidated Statement of

Profit or Loss

F’* 251__ A 4= < For the six months ended 30 June 2016
I:Fl /E:H Eﬁ EE T Ay = | Eﬁ BE—Z—~E~A=TBILAEA

For the six months ended

30 June
BZEXRA=1+HLXEA
2016 2015
—E-RF —E—hEF
(Unaudited) (Unaudited)
(REFEZR) (REEZ)
Notes (US$’000) (US$'000)
izt (F%Rr) (FZ=7T)
Revenue HEIA 4 342,118 338,372
Cost of sales SHERA (239,385) (230,734)
Gross profit EF 102,733 107,638
Other income and gains E A A Rz 4 17,130 13,857
Selling and distribution expenses HERDIHER (3,178) (3,389)
Administrative expenses EIEER (45,640) (50,758)
Other expenses HithEA (36) 9)
Finance costs H5E A 6 (1,983) (4,191)
Share of profit of an associate DIE—KEEE R R T 3,003 2,291
PROFIT BEFORE TAX BLATRA 5 72,029 65,439
Income tax expense FrigBiA X 7 (11,214) (4,150)
PROFIT FOR THE PERIOD BRER 60,815 61,289
Attributable to owners of the parent BN RESR AL 60,815 61,289
EARNINGS PER SHARE FRRAERREFEA
ATTRIBUTABLE TO ORDINARY EEERAF :
EQUITY HOLDERS OF THE PARENT: 8
Basic EEWIN
— For profit for the period — B ) US$0.06 US$0.06
0.06% T 0.06%7T
Diluted e
— For profit for the period — HAR& A US$0.06 US$0.06
0.063% 7T 0.06%7T
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Interim Condensed Consolidated Statement of
Comprehensive Income

FHIERFESEEWNER

For the six months ended 30 June 2016

BE-_Z—XFA=1+HL~EA

For the six months ended

30 June
BEASA=1+RHLLAEA
2016 2015
AL —RF
(Unaudited) (Unaudited)
(REEER) (REEEZ)
(US$°000) (US$'000)
(F%Ex) (F=7T)
PROFIT FOR THE PERIOD HRER 60,815 61,289
OTHER COMPREHENSIVE INCOME Hib2HE K&
Other comprehensive income REBHBERDEEEEN
to be reclassified to profit or loss Hh 2 :
in subsequent periods:
Exchange differences on translation BREBINEBEERNINEZ R
of foreign operations (31,420) 2,192
Net other comprehensive income REZBEERDEEERED
to be reclassified to profit or loss HEih 2 FRE
in subsequent periods (31,420) 2,192
OTHER COMPREHENSIVE INCOME HRHEMEERE
FOR THE PERIOD, NET OF TAX HERBIE (31,420) 2192
TOTAL COMPREHENSIVE INCOME HRE2EBRERE
FOR THE PERIOD 29,395 63,481
Attributable to owners of the parent NEEB AES 29,395 63,481
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Interim Condensed Consolidated Statement of

Financial Position

PR A M BRRR
7 5] TN / —FAFAAZTA
30 June 31 December
2016 2015
—E—XRE —E—RF
~AB=tH +=ZA=+—H
(Unaudited) (Audited)
(REEEZ) (5 #Z)
Notes (US$°000) (US$'000)
Htat (FZ%x) (F=T)
NON-CURRENT ASSETS FERBEE
Property, plant and equipment ME - BB RRE 10 678,183 629,180
Investment property KB 11 176,795 180,542
Prepaid land lease payments A LA SRR 21,329 22,120
Intangible assets mEE 6,987 8,516
Investment in an associate REFE QR E 42,984 40,833
Available-for-sale investments AHEERE 12 212,707 217,214
Long term prepayments REFTERTFIA 6,519 10,806
Deferred tax assets EEHIEEE 5,768 4,692
Total non-current assets ERBEELTE 1,151,272 1,113,903
CURRENT ASSETS REEE
Inventories & 13 101,270 107,081
Trade and notes receivables B S IEWGRIE R EWEE 14 103,521 103,822
Prepayments, deposits and FENFIE - Ee Rk
other receivables H At EUGRIR 11,810 9,408
Due from related parties FE UKk RS 5 ZIE 22(c) 40,429 25,282
Restricted and time deposits BR& N E TR 15 61,195 41,796
Cash and cash equivalents ReERREEEBY 15 457,909 510,441
Total current assets MEVEELRT 776,134 797,830
CURRENT LIABILITIES nREAE
Trade payables B S FIA 16 58,442 66,280
Other payables, advances from customers — E i fE{~f 318
and accruals TEWER R R EHE R 120,446 84,474
Interest-bearing bank borrowings FHEIRITER 17 42,750 42,750
Government grants BT ED 18 51,753 53,881
Due to related parties FEH RS 5 BB 22(c) 10,091 8,965
Income tax payable T RTS TR 14,645 21,576
Total current liabilities MEEEARTE 298,127 277,926
NET CURRENT ASSETS REEEFE 478,007 519,904
TOTAL ASSETS LESS EERERABEER
CURRENT LIABILITIES 1,629,279 1,633,807
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Interim Condensed Consolidated Statement of
Financial Position

oz thEARSBAAR S B IS AR R 3R

30 June 31 December

2016 2015
—E—REF —T—FF
~A=tH +=ZA=+—H
(Unaudited) (Audited)
(REEZX) (Je3=1z)
Notes (US$°000) (US$'000)
Htat (FZ%x) (F=T)
TOTAL ASSETS LESS EEHERRBAES
CURRENT LIABILITIES 1,629,279 1,633,807
NON-CURRENT LIABILITIES FRBEME
Interest-bearing bank borrowings sHERITIER 17 137,063 137,871
Deferred tax liabilities RERRIBEE 6,069 5,246
Total non-current liabilities E S EIN=N TG 143,132 143,117
Net assets FEE 1,486,147 1,490,690
EQUITY =
Equity attributable to owners B ARER ABGERS
of the parent
Share capital N 19 1,550,164 1,550,164
Reserves G (64,017) (59,474)
Total equity R 1,486,147 1,490,690

W v “"?L

Suxin Zhang JunYe
REL Hig

Director Director
EBEFE EBEFE
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Interim Condensed Consolidated Statement of
Changes in Equity
HHI G E RS T K

For the six months ended 30 June 2016
HEZZ—R"FARA=THILAER

Attributable to owners of the parent

BATEEAEL
Share Reserve and Asset  Statutory Exchange
Share Merger option  contributed  revaluation reserve Accumulated fluctuation Total
capital reserve reserve surplus  Reserves fund losses reserve equity
RER  HEEf AERE HERS
BE  SHRE BRERE  UXER e B¢ RithE i ERAE
US§'000  US$'000  USS$'000 US$'000  US$'000  USS$'000 US$'000  US$'000  USS$'000
&R iR iR &R iR Tin iR iR iR
(note 19) (note 20)
(HzH19) (Hrzk20)
At 1 January 2016 RZF-5-A-A 1,550,164 645,494 1,331 45,097 99,257 23531 (992,003 117,819" 1,490,690
Profit for the period AR - - - - - - 60,815 - 60,815
Other comprehensive income BRE2ENE
for the period:
Exchange differences on ABIBNEBEENNEEE
translation of foreign operations - - - - - - - (31,4200 (31420)
Total comprehensive income HREEYELE
for the period - - - - - - 60,815 (31,420) 29,39
Equity-settled share option PESEERERER S
arrangements - - 1,992 - - - - - 1,992
Final 2015 dividend declared RAER-T-1ERE = = = = S S (35,930) - (3590
Transfer from retained profits HRE-RHTLRELR
generated by a subsidiary BERF - - - - - 6,334 (6,334) - -
At 30 June 2016 (Unaudited) RZE—ExA=1H
(REER) 1,550,164 645,494 3323 45,097 99,257 29,865 (973452)  86399" 1,486,147
At 1 January 2015 R-Z-1F-A-H 1,550,164 645,494 = 45,097 99,257 12779 (1,093800) 206488 1465479
Profit for the period Bra] - - - - - - 61,289 - 61,289
Other comprehensive income HREmRERE
for the period:
Exchange differences on translation S5 EBE LI ERE
of foreign operations - - - - - - - 2192 2,192
Total comprehensive income BR2ERELEE
for the period - - - - - - 61,289 2192 63,481
Transfer from retained profits ERE-TATELN
generated by a subsidliary BrgH - - - - - 5,561 (5,561) - -
At 30 June 2015 (Unaudited) RW_F-RF~A=TH
(REER) 1,550,164 645,494 - 45,097 99,257 18340  (1,088072) 208680 1528960
# The asset revaluation reserve arose from a change in use from an # BEEFFEEERENFESFREZ —EEH
owner-occupied property to an investment property carried at fair YER s EN AR B E -
value.
N These reserve accounts comprise the consolidated negative reserves & FEEERS AT R E B A B 2

of US$64,017,000 (31 December 2015: US$59,474,000) in the interim

condensed consolidated statement of financial position.
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Interim Condensed Consolidated Statement of
Cash Flows

For the six months ended 30 June 2016 — A ‘t =
BE-T—AEAAZHALARBA ,E:H iaﬁ EH ,?5; = Iﬁ%)}lb%%

For the six months ended

30 June
BZEARA=1THLREAR

2016 2015
—E—XEF —E—RF

(Unaudited) (Unaudited)
(REEX) (REEEZ)

Notes (US$°000) (US$'000)
e (F%x) (FZ=T)
CASH FLOWS FROM RETHNRERE
OPERATING ACTIVITIES
Profit before tax A A 72,029 65,439
Adjustments for: PUATSIAEL TR
Finance costs W5 ER 6 1,983 4,191
Share of profits of an associate AME—REE R RLRF (3,003) (2,291)
Interest income FLEUA 4 (2,513) (3,896)
Loss/(gain) on disposal of items of HEME - BREKZRBIER
property, plant and equipment and AR FEAS T A ERIBFT1S
prepaid land lease payments B (W) 33 (401)
Depreciation e 10 37,423 34,949
(Reversal of write-down)/write-down of (BEIHUR), MHRFEE
inventories to net realisable value Al &R HE (2,277) 5,416
Provision of impairment of trade B o RIFIER
receivables and other receivables Ho At R WK IE R E B 1 -
Impairment on items of property, Y% - BB MEREREBRE
plant and equipment 10 13 5,161
Amortisation of intangible assets A E 2,639 2,454
Recognition of prepaid land FEfT T F E B ER
lease payments 338 360
Equity-settled share option expense ARz 45 E R BE AL HERI 2 20 1,992 -
108,658 111,382
Decrease in inventories FERD 8,315 3,511
Decrease/(increase) in trade and B EWEIE R
notes receivables FEME R A () 328 (11,106)
Increase in prepayments, deposits ERFIE - Bek
and other receivables H b e U FRIALE hn (1,726) (9,039)
(Increase)/decrease in amounts due FELL RE B 5 8
from related parties (38hn),/ md (15,147) 5,637
Decrease/(increase) in restricted BR& MEHITER
and time deposits w3 ) 1,130 (89,235)
Decrease in trade payables B SR RIBER (7,838) (5,363)
Increase/(decrease) in other payables,  HMEFIE - TEWER &
advances from customers and accruals  E{LEREMN,CR) 6,366 (3,018)
Decrease in government grants BN ER A (1,034) (8,665)
Increase/(decrease) in amounts due JE SRR T R N, O )
to related parties 1,126 (7,645)
Cash generated from operations REFHELENRE 100,178 41,459
Income tax paid EASFTSH (18,282) (14,537)
Net cash flows from operating activities &% ZE) SRS RE B 81,896 26,922

continued & T~ &/...
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Interim Condensed Consolidated Statement of

Cash Flows

FHIERGERERER

For the six months ended 30 June 2016
HE-T—

RERNA=ZTHILXREA

For the six months ended

30 June
BEAA=1+HLAEA
2016 2015
—E—XE —hF
(Unaudited) (Unaudited)
(REHEZR) (REEE=Z)
Notes (US$’000) (US$'000)
Htat (FZ%x) (F=T)
CASH FLOWS FROM INVESTING RETEBFERERE
ACTIVITIES
Interest received =Y E 1,837 2,413
Purchases of items of property, EBEME - BEREHE
plant and equipment (93,918) (112,036)
Purchases of items of intangible assets EE®EEEER (674) (1,124)
Proceeds from disposal of items of HEWE - BER&EEE
property, plant and equipment and J/A&i‘fﬁﬁihﬂﬂﬁ%?{
prepaid land lease payments B 3 =
Purchases of other financial assets E%)\ﬁﬁﬂ@%ﬁiﬁ% - (156,241)
Receipt of government grants Ue BB T Bh 3k 6,828 5,845
Increase in restricted and time deposits 25 4% K& & HATF 3L AN - (53,086)
Net cash flows used in RETHFARESREFH
investing activities (85,924) (314,229)
CASH FLOWS FROM METBDWRSRE
FINANCING ACTIVITIES
Dividends paid BRAKRE (15,401) -
Increase in restricted and time deposits B8 4% & & BT F4E 0 (20,529) -
Interest paid ERFE (1,978) (4,204)
Repayment of bank loans BEBITER - (19,628)
Net cash flows used in financing MEEHFTARSRETFE
activities (37,908) (23,832)
NET DECREASE IN CASH AND RERREESEYRDER
CASH EQUIVALENTS (41,936) (311,139)
Cash and cash equivalents at YRS MReEEY
beginning of period 510,441 646,773
Effect of foreign exchange SNEERFEHTE - FHE
rate changes, net (10,596) (697)
CASH AND CASH EQUIVALENTS HARRAERAEEEY
AT END OF PERIOD 15 457,909 334,937
ANALYSIS OF BALANCES OF CASH H&RRESZSEWERDIT
AND CASH EQUIVALENTS
Cash and bank balances IR & RIRITAERR 15 215,203 132,534
Unrestricted time deposits with RESRRREE
original maturity of less than DREE AR
three months when acquired R4S TE HITE R 242,706 202,403
Cash and cash equivalents as stated E\ﬂ%ﬁkﬁi‘%ﬂwﬁﬁljiﬁ@&
in the statement of financial position e EEY 15 457,909 334,937
Cash and cash equivalents as stated ReEnsRFMAIIRE R
in the statement of cash flows BE&EEY 457,909 334,937
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Notes to the Interim Condensed Consolidated

Corporate Information

Hua Hong Semiconductor Limited (the “Company”) is a limited
liability company incorporated in Hong Kong on 21 January
2005. The registered office of the Company is located at Room
2212, Bank of America Tower, 12 Harcourt Road, Central,
Hong Kong.

The principal activity of the Company is investment holding.
During the period, the Company’s subsidiaries (collectively
refer to as the “Group”) were principally engaged in the
manufacture and trading of semiconductor products.

In the opinion of the directors, the parent and the ultimate
parent of the Company are Shanghai Alliance Investment
Ltd. (“SAIL”) and INESA Holding Group (“INESA”), which are
state-owned companies established in the People’'s Republic
of China (“PRC”), supervised by the State—owned Assets
Supervision and Administration Commission (“SASAC”).

2.1 Basis of Preparation

The unaudited interim condensed consolidated financial
statements, which comprise the interim condensed
consolidated statement of financial position of the Group as at
30 June 2016 and the related interim condensed consolidated
statement of profit or loss, the interim condensed consolidated
statements of comprehensive income, changes in equity and
cash flows for the six months ended 30 June 2016, have
been prepared in accordance with HKAS 34 Interim Financial
Reporting issued by the Hong Kong Institute of Certified Public
Accountants and the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing of Securities
on the Stock Exchange of Hong Kong Limited.

The unaudited interim condensed consolidated financial
statements do not include all the information and disclosures
required in the annual financial statements, and should be read
in conjunction with the Group’s annual financial statements for
the year ended 31 December 2015.

Financial Statements
e AR BA BA 4R
1.

B BRI
ATEH

EMHERBERAA ([XARF]) B—
FNR_EERF-A-+—BEEER
MARZNERATF - ARFHEMME
BRABEEBTREBBIZFEBRITRL
2212%F

ARBNMEBZRS RREER - N
N ARAEINFRA(RBERIAE
B TERESERERNEERE
%O

EEZRR ARANERRMRERER
AN RlRLLEBMEERRAR ([L
BEEA]) K EBEEER (RE) BR
~E (EEER])  LBBMREE
BRGNP EARKME (TFE))
RIS HBEEEEEEEREZRES
(THEZR]) EEMBEARAR -

2.1 RREXE

AEEZPHERERAMBEHRREELR
SRR _Z-REXA=TBNPHE
PREAMBRRABRERBE_T—RF
ANAZ=1BLERE A K ER P B R AR
BEmE  PHEBRERSEERER
RGEHREASRER  UREERE
SR A S RMHN BB G ERIE345%
[PE B HRE | AREBBMER S
BRARER EHARRIM ST ER
BERERS -

AEEZTHERESMBEHRRALTE
EEEMERRREMTENZIER K
BREEE YREASEHE_T—
F+-A=t+—RLEFENFEMER
& —GFRIE -
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Notes to the Interim Condensed Consolidated
Financial Statements

RHIR AR S B I AR R

22T BRNBHRKE

2.2 Changes in Accounting Policies and

Disclosures

The accounting policies and basis of preparation adopted
in the preparation of the interim condensed consolidated
financial statements are the same as those used in the annual
financial statements for the year ended 31 December 2015,
except for the adoption of new standards, interpretations and
amendments effective as of 1 January 2016 below:

The Group has adopted the following revised HKFRSs for the

e MERAR A SRR ANE
ARG REERGRBE-_T—H
F+-A=+—RLEFENFEMER
RITRAERR - ERATIR_F—
NE—A—BEMWHTER - 2B
ERTERIN :

AEERATHHRERGEPBERRAE

first time in these interim condensed consolidated financial TR T IIRIERT BB IS 2R -

statements.

Amendments to HKFRS 10, HKFRS 12 and
HKAS 28 (2011)

BEMBREERFE109K -
EEMBREERFE 1298 &

B ERIZE285E (BRIA) (ZF——F)
Amendments to HKFRS 11 Accounting for Acquisitions of Interests in Joint Operations
BEMBWEERFE 119 (BRTA) WhEE &R BRI E T B

Amendments to HKAS 1 Disclosure Initiative

Investment Entities: Applying the Consolidation Exception

REBR — RHEFENRPISMNER

BAGFTERNE1R (BFTAR) #wEi 2
Amendments to HKAS 16 and HKAS 38 Clarification of Acceptable Methods of Depreciation and
Amortisation

B ETHERIE165% &

BAEGETEREIS (IBE]A)
Amendments to HKAS 16 and HKAS 41

B EHERIE165% &
BREGETERFE 415 (IBETR)
Amendments to HKAS 27 (2011)
BAGFERNE27 (BF]AR) (ZF——%F)

AR ITE REH T 65 E

Agriculture: Bearer Plants

BFEENEY

Equity Method in Separate Financial Statements
H 7B IR 7

Annual Improvements 2012-2014 Cycle
—E——F R FEFRRF R

Amendments to a number of HKFRSs
ZIRBE BB HREERIREE]

The adoption of these new and revised HKFRSs has had no
significant financial effect on the Group’s interim condensed
consolidated financial statements.

The Group has not early adopted any other standard,

interpretation or amendment that has been issued but is not
yet effective.
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Notes to the Interim Condensed Consolidated

30 June 2016
—E-REXA=1+H

Operating Segment Information

For management purposes, the Group is organised into one
single business unit that includes primarily the manufacture
and sale of semiconductor products. Management reviews the
consolidated results when making decisions about allocating
resources and assessing the performance of the Group.
Accordingly, no segment analysis is presented.

The principal assets employed by the Group are located in
Shanghai, the PRC. Therefore, no segment information based
on the geographical location of assets is presented for the
period.

Revenues are attributed to geographic areas based on the
location of customers. Revenues regarding geographical
segments based on the location of customers for the period
are presented as follows:

Financial Statements
R HARS B4R & B A R R B =

3.

REDHESR

HREERE  AREEEAEE%EK
B TEERENERHEEFERE
i BIEEEER D EERNBBREK
KA R EER B/ ELGAEE
it - WEZ T BN ©

AEEFRANTIRZEEMRTELE
W EIREENMIEUERBARNZS S
EREH

IR & 3 G WA TR B P AT i 8
o BANREFREMEDHHE S F
BERRAZSIT

For the six months
ended 30 June
BZEAA=1THIEAREA

2016 2015
—E-RF —ThF
(Unaudited) (Unaudited)
(REEER) (REEZ)
(US$°000) (US$'000)
(F%Rr) (F=7T)
China (including Hong Kong) FE (BIEEH) 172,608 190,458
United States of America EHERE RE 72,029 63,408
Asia (excluding China and Japan) TN (FERERBERAA) 41,793 27,988
Europe BUM 34,507 29,223
Japan SN 21,181 27,295
342,118 338,372

Information about major customers EREXEEFHNER

For six months ended 30 June 2016, no single customer
accounted for more than 10% of the Group’s total revenue
(six months ended 30 June 2015: revenue of approximately
US$35,833,000 derived from sales to a single customer).

HE-ZT—XRFAZT+HILAEA
MEE R hAEEHERARERN
10% A L (BE-_E—RFE~A=1H
1E75E A+ #935,833,0003 T A B R
REETE—RF)
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Notes to the Interim Condensed Consolidated
Financial Statements

hHARS AR S B RS R R MR e
4.

Revenue, Other Income and Gains 4. WA ~ Hatdg A R s
Revenue, which is also the Group’s turnover, represents the WATRBIAR B & 258 - IRAIATR
net invoiced value of goods sold, after allowances for returns REREGIHNENEHEERERF
and trade discounts; the value of services rendered and gross B RERBHEER  KEEEME
rental income received and receivable from an investment WER R FE W B0 4B FH S UL o

property during the period.

An analysis of revenue, other income and gains is as follows: HWA - A ARKEZHIASTIAT -

For the six months
ended 30 June
BEXRA=1+RHLXEA
2016 2015
—EB-RE —E—RF
(Unaudited) (Unaudited)
(REER) (REEZ)

(US$000) (US$'000)
(F%Rr) (F==T)
Revenue WA
Sale of goods HEEMm 342,118 338,372
Other income Hipug A
Rental income HaUA 6,271 6,623
Interest income FBUA 2,513 3,896
Government subsidies R B 6,318 635
Rendering of service AR 212 226
Others EHAh 373 309
15,687 11,689
Gains Wz
Gain on disposal of items of property, HEYE  BENMREEE
plant and equipment and prepaid LA KBS L 2h & FOB R UGS
land lease payments - 401
Exchange gain HNDE DE 5 I 5 1,443 1,767
1,443 2,168
17,130 13,857

32  HUAHONG SEMICONDUCTOR LIMITED 4T 888 45 /R 2\ &



Notes to the Interim Condensed Consolidated
Financial Statements

30 June 2016
—E-REXA=1+H

Profit Before Tax

R B AR S B RS AR MY R

5. BiAlaF

The Group’s profit before tax is arrived at after charging/

(crediting):

75 B B0 B A s R TR R (REA)
THIBIRRIER -

For the six months ended

30 June
BEAA=1HLXER
2016 2015
“E-RE —E-h%F
(Unaudited) (Unaudited)
(REER) (REEEZ)
Notes (US$°000) (US$'000)
et (F%5;) (F%1)
Cost of inventories sold BEFERAR 239,385 230,734
Depreciation e 10 37,423 34,949
Recognition of prepaid land lease payments BREMN LA ETE 338 360
Amortisation of intangible assets B ARSI 2,639 2,454
Research and development costs R AR 22,036 20,072
Operating lease expenses RETHEMS 1,349 1,058
Auditors’ remuneration LA CTE= A 237 378
Employee benefit expense: EEBMFAX :
Wages, salaries and other benefits TIE - HFeREMEF 62,842 66,698
Pension scheme contribution BREFTEIRT 7,209 7,794
Equity-settled share option expense VAR G E )
AR 1,992 -
72,043 74,492
Rental income on an investment property, net  REMENTHS WA FH 4 (6,271) (6,623)
Government subsidies DEgSEEEN 4 (6,318) (639)
Foreign exchange differences, net HNFEE 5, Z= A5 4R (1,443) (1,767)
Impairment on items of property, mE - BER
plant and equipment HEEERE 10 13 5,161
Provision of impairment of trade receivables B 5 REWGRIE &
and other receivables Hfth FE W IRR (B R 1 -
(Reversal of write-down)/write-down of (BEHOR), MRFEE
inventories to net realisable value AEEFEE (2,277) 5416
Finance Costs 6. BIiEEH
For the six months ended
30 June
BZEAA=1THIEAEA
2016 2015
—E-XREF —E—hF
(Unaudited) (Unaudited)
(REEERK) (REEZ)
(US$°000) (US$'000)
(F%r) (FZ=T)
Interest on bank loans RITERFE 1,983 4,191
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34

HIE AR & B R R B =

Hong Kong profits were subject to profits tax at the rate of
16.5% during the period (six months ended 30 June 2015:
16.5%). No provision for Hong Kong profits tax has been made
as the Company and a subsidiary incorporated in Hong Kong
had no assessable income during the period (six months
ended 30 June 2015: nil).

The Company'’s subsidiary incorporated in the Cayman Islands
is not subject to corporate income tax as it does not have a
place of business (other than a registered office) or carry on
any business in the Cayman Islands.

All of the Group’s subsidiaries registered in the PRC and
only having operations in Mainland China are subject to PRC
enterprise income tax on the taxable income as reported in
their PRC statutory accounts adjusted in accordance with
relevant PRC income tax laws based on a statutory rate of
25%.

Pursuant to relevant laws and regulations in the PRC and with
approval from the tax authorities in charge, one of the Group’s
subsidiaries, Shanghai Huahong Grace Semiconductor
Manufacturing Corporation (“HHGrace”), is qualified as an
enterprise producing integrated circuits less than 0.25 pm in
width and thus was entitled to a preferential tax rate of 15%
from 2013 to 2017.

The Company’s subsidiary incorporated and operating in
Japan is subject to a corporation tax rate of 25.5% (six months
ended 30 June 2015: 25.5%).

The Company’s subsidiary incorporated and operating in the
United States is subject to a federal corporation income tax
rate of 34% during the period (six months ended 30 June
2015: 34%), as well as state tax at 8.84% (six months ended
30 June 2015: 8.84%).

HUA HONG SEMICONDUCTOR LIMITED #E4T #8885 R A7)

=

30 June 2016
—T—XFAXA=1+AH

7. Fi8®i

REANE LG MNALI6.5% (BE
—E-AFRA=THLEREAR:
16.5%) MM RBAFIBH - ARAR
AR —REBEZEMLAF R RS
NI EIRFEFF A - RTELEFS
NERELRE BE_T—HFA
=+HIEAREAR &) -

HRARBERSESEMKZNFA
AERSHEYEAEALXME (M
WMERIRIN) HEEEMES - WA
FREIBAMALEMREN

EASBEETEEMEEETBEAL
LENT AR B ERIZAARE T BA
BREABRNPBEIEERE M2 RMER
TR AR 25% B R TE B R B Bl (b 2
PSR -

REBEFBIEEEEERRERBEE
W E  NEB—RFRALGE
MARNDFEBEEEFR AR ([FEILR
N FEEBKBEE LSS 2
PNRR0.25 u mEM B - B RE
RIE—=ZFE2 T+ FHMIZ15%
BRI B -

AN B FE B A A S N B8 T A
JE1Z25 5% (BE-_T—HENA=T
BIENEA : 25.5%) B ST RETFS -

ARAEEEBRFMAT R EENTAF
fEIR34% (BE=—Z—R&E~A=1+H
LENMELA - 34%) MBS FB > ZEFRIS R R
F8.84% (HH=—ZF—HFA=+H
IE7XE R : 8.84%) HyINFIFE R 4F o
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Lo MHIRS AR S BT IS R R MY RE

Income Tax (continued) 7. Fi8® (&)

The major components of income tax expense of the Group
are as follows:

AEBEMESRAIOEZHEKIBHN
T -

For the six months
ended 30 June
BZEXRA=1+RHLXEA
2016 2015
—E—RF —E—RF
(Unaudited) (Unaudited)
(REEER) (REEEZ)

(US$°000) (US$000)

GrET) (F=r)

Current income tax — PRC &SR — 9,650 8,602
Current income tax — elsewhere SHIFTS R — Efbits (100) 238
Withholding tax on dividend declared TR B TENE 2,017 =
Deferred tax RIERIA (353) (4,690)
11,214 4,150

The share of tax attributable to an associate amounting to
US$1,357,000 for the period (six months ended 30 June 2015:
US$734,000) is included in “Share of profit of an associate” in
the interim condensed consolidated statement of profit or loss.

Earnings Per Share Attributable to Ordinary 8.

Equity Holders of the Parent

The calculation of the basic earnings per share amounts is
based on the profit for the period attributable to ordinary equity
holders of the parent, and the weighted average number of
ordinary shares of 1,033,871,656 in issue during the period (six
months ended 30 June 2015: 1,033,871,656).

The calculation of the diluted earnings per share amount
is based on the profit for the period attributable to ordinary
equity holders of the parent. The weighted average number
of ordinary shares used in the calculation is the number of
ordinary shares in issue during the period, as used in the basic
earnings per share calculation, and the weighted average
number of ordinary shares assumed to have been issued at
no consideration on the deemed exercise or conversion of all
dilutive potential ordinary shares into ordinary shares.

HABELCABEERELD A
1,357,000k T (BHE=_ZE—HF <A
=+ B EA : 734,0005%7T) B &t
AP HEASEEERAN [ HE—K

- N N

BARAEBEREEAEGS
R 2R

EXAEGRAFNDENRT AL RES
BAEAEBGEHRGNRREBAD T
1,0383,871,656/ (BLZE =T —HF <
A=+H1/"M@EA : 1,033,871,656/%)
TRAR ) INE TG E -

BRECEERNSRIREF AR LA
R A ARGEHRENFE - st EE
KAz EBRINEFOERAESRE
AREMERBZHAD BT BREARE
N EBRRFAA BEEEE BRI RTT
FEEHBRSEBRRSUTREEITZE
BN FIE -
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8.

Earnings Per Share Attributable to Ordinary 8. BARIEBRIEEAEMLE
Equity Holders of the Parent (continued) IRER (&)

The calculations of basic and diluted earnings per share are ERREETRBMOAETIER ¢
based on:

For the six months
ended 30 June
BEXRA=1+RHLXEA
2016 2015
—E-REF —E—AF
(Unaudited) (Unaudited)
(REEX) (REEEZ)

(US$’000) (US$'000)
(F%x) (F=7T)
Earnings &7
Profit attributable to ordinary equity holders ~ FIR st E G AX E AR Y
of the parent, used in the basic earnings BAREEERFEA
per share calculation FE(R R 60,815 61,289
Number of shares
RGOEAR
For the six months
ended 30 June
BEAA=1+HLAEA
2016 2015
AL —E-RhF
(’000) (’000)
(Fm) (F&)
Shares [;dvi)
Weighted average number of ordinary ARG ESREARRFE
shares in issue during the period used in BB 31T S @ AR Dk 9
the basic earnings per share calculation 1,033,872 1,038,872
Effect of dilution-weighted average number  E3@AXES HIE TSR E -
of ordinary shares:
Share options B 1,063 -
1,034,935 1,033,872
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9. Dividend 9. K&
For the six months ended
30 June
BZEXRA=1+HLXEA

2016 2015
= —T-hEF
(Unaudited) (Unaudited)
(REEX) (REEEZ)
(US$°000) (US$'000)
(F%x) (F=7T)
Final - HK$27 cents per ordinary share REARR B, — AR E @ ARo7 11l 35,930 -

10. Property, Plant and Equipment

During the six months ended on 30 June 2016, the Group
acquired items of property, plant and equipment with a
cost of US$100,449,000 (six months ended 30 June 2015:
US$97,633,000). Depreciation for items of property, plant and
equipment was US$37,423,000 during the period (six months
ended 30 June 2015: US$34,949,000). Impairment on items
of property, plant and equipment was US$13,000 during the
period (six months ended 30 June 2015: US$5,161,000).

No significant property, plant and equipment were disposed of
for the six months ended 30 June 2016 and 2015, respectively.

As at 30 June 2016, certain of the Group’s property, plant and
equipment with a net carrying value of US$488,613,000 (31
December 2015: US$507,224,000) were pledged to banks to
secure the Group’s banking facilities (note 17).

10. 5% ~ BERRE

REBE-_ZT—XRNENA=ZFTBIEAE
A RANEBEBEE K A100,449,0003%
T (EHE-Z—RAFA~A=1+HLAME
A :97,633,000%T) - AW - B
B X #EBIE B /T & AB37,423,000%
T (BE_ZE—AFANA=+THIAE
A :34,949,000% 7T) - AW E - B
MR 178 B 8958 A13,000% 7T (&
E-_T—AFANA=ZtHIEAHEA:
5,161,000%7T) °

RBE_Z—R"ER-Z-RFRA=
THIERNEAGENE  BEMRED
BARHE -

R-BE—XREAXA=1H  A&EEER
# {8 /5488,613,000% 7T (T —FH4F
+ = A =+4+—H8 :507,224,000% 7T)
WETHE BELIECDEFETR
TURESAEENRITEERE (M
17) °
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11.

12.

38

=

30 June 2016

—E-RFRA= +E|

Investment Property 11.REWE
2016
It AY:S
(Unaudited)
(RESER)
(US$°000)
(F%E)
Carrying amount at 1 January n—A—BHEREE 180,542
Net gains from a fair value adjustment N EFHEA W FE =
Exchange realignment PE 5 8 #E (3,747)
Carrying amount at 30 June RANA=THENEREE 176,795

The Group’s investment property is situated in Shanghai, the
PRC and is held under a medium term lease. The directors
have determined that the investment property is an industrial
property, based on the nature, characteristics and risks of the
property.

The investment property is leased to a related party under an
operating lease (note 21 (b)).

As at 30 June 2016 and 31 December 2015, the Group’s
investment property was pledged to banks to secure the
Group’s banking facilities (note 17).

AEBNREMELNTELE - 18D
HENKE  -EFCERNYENEE -
THLRREERENESTENE °

REYEBRBELL -
(ftsE21(b)) °

SHEMEETHEE S

RZE—RNESNAZ+BRZ=ZZE—HF
+=—A=+—8" $§%IE’H&;§%¥E
EIRFIRITUBRGASEMNRITEER

& (PMIsE17) ©

Available-For-Sale Investments 12. M HERE

30 June 31 December

2016 2015

—E-XE —ET—1F

AA=tB +t=-—A=+—H

(Unaudited) (Audited)

(REEZ) (fE%)

(US$°000) (US$000)

(F%x) (F=7T)

Unlisted equity investments, at cost JE TR E - IR AE 212,707 217,214
As at 30 June 2016, the unlisted equity investments with a HREEATEMGHABEAKN  EFR

carrying amount of US$212,707,000 (31 December 2015:
US$217,214,000) were stated at cost less impairment because
the range of reasonable fair value estimates is so significant
that the directors are of the opinion that their fair value cannot
be measured reliably. The Group does not intend to dispose of
these investments in the near future.

HUA HONG SEMICONDUCTOR LIMITED #E4T #8885 R A7)

BEATFETESETE R =T —
NENA=ZTHIELTRERE (BRE
{8212,707,000 (L (ZE—HAF + =
A=+—H :217,214,000% 7)) J5i&
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13. Inventories

Financial Statements
oxe: MHARSBRAR S IS SRR MY R T

13. &

30 June 31 December

2016 2015

=F—NF i

NA=+H +=ZA=+—H

(Unaudited) (Audited)

(REEZR) (Jg=z)

(US$°000) (US$'000)

(F3=7T) (F%=T)

Raw materials =R 49,377 46,109
Work in progress st Uar 35,846 40,391
Finished goods 2URK G 26,044 33,082
111,267 119,582
Less: provision for inventories W FERYE (9,997) (12,501)
101,270 107,081

14. Trade and Notes Receivables

14. E5ENREREREE

30 June 31 December

2016 2015

=

AB=+E +=A=+—8

(Unaudited) (Audited)

(REER) (fe#==Z)

(US$°000) (US$'000)

(F%5x) (F=T)

Trade receivables B S EEIA 78,414 59,746
Notes receivable eSS 26,634 45,630
105,048 105,376
Impairment of trade receivables Z 5 WG IBRE (1,527) (1,554)
103,521 103,822

The Group’s trading terms with its customers are mainly
on credit and the credit period is generally 30 to 45 days,
extending up to 60 days for major customers. There is no
significant concentration of credit risk. The Group does not
hold any collateral or other credit enhancements over its trade
receivable balances. Trade receivables are non-interest-
bearing.

AEBEEETFNESRPUUEER
T EEH-RA/0EILKR HAR
FREEHRERERZ60X - AREY
BEARETEERR - AEBEWEFLE
B 5 RUGIARES A EMERmER
BEA IR E SR - B B RUGIES
RE -
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14. Trade and Notes Receivables (continued) 14.EZRKRFEREWERE (&)
An aged analysis of the trade receivables, based on the REZBHE - B5EIEIE (N E
invoice date and net of provisions, is as follows: #) MR DT T -

30 June 31 December

2016 2015
=F—NF —F—HF
~NA=+H +=-A=+—H

(Unaudited) (Audited)

(REER) (#81%)

(US$’000) (US$'000)

(F=r) (F=71)

Within 3 months =@AA 72,693 55,978
Over 3 and within 6 months =EAAERAEARA 3,804 1,523
Over 6 and within 12 months ANMEA ERFZ@ALAA 390 691
76,887 58,192

15. Cash and Cash Equivalents and Restricted 15. RER[EZFE/YURE R

and Time Deposits EREHER

30 June 31 December

2016 2015
—E—RF —T—F1HF
ANA=+H +=A=+—H
(Unaudited) (Audited)
(REEER) (J2=1z)
(US$°000) (US$'000)
(FZ=r) (F=%=7T)
Cash and bank balances IRE NIRRT 215,203 202,250
Restricted and time deposits BRA N EHTE 303,901 349,987
519,104 552,237
Restricted and time deposits: RGN TEHTFR
Pledged deposits for letters of credit Bz AEEREHR (666) (1,796)
Freezed deposits for payment of dividends Btz IR BB 45175k (20,529) =
Time deposits with original maturity RERHHBEA=ANUNEN
of more than three months FHEFER (40,000) (40,000)
Cash and bank equivalents B4 RIS EEY 457,909 510,441
Pledged deposits with a carrying value of US$666,000 as at 30 BEFAR T —AFNA=TANKE
June 2016 (31 December 2015: US$1,796,000) were pledged 16 /3666,000X T (ZF—AF + = A
to secure the issuance of letters of credit. =+—H :1,796,000% ) & E &

TR WERITERS -
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15. Cash and Cash Equivalents and Restricted 15. ReR[EZEBYURE R
and Time Deposits (continued) EREHER (F&)
Freezed deposits with a carrying value of US$20,529,000 as at ERER-_ZE—R"FARAA=ZTHMNER
30 June 2016 (31 December 2015: nil) were freezed to secure {E/420,529,000% L (ZE—HF+=
the payment of dividends to shareholders. BA=+—H: &) HREFR - U\
REARE -
Time deposits with original maturity of more than three months REIHABA=-M@ANTHTRR
with a carrying value of US$40,000,000 as at 30 June 2016 (31 TE-RFENAZTHOEEER
December 2015: US$40,000,000) will mature within six months. 40,000,000% 7T (ZE—AF+=A=
+—H : 40,000,000%7T) #H~EA
WNEE -
16. Trade Payables 16. E5 B RE
An aged analysis of the trade payables of the Group as at the REBREABRIZZEZEL B - A&E
end of the reporting period, based on the invoice date, is as B HREMNFRENRRI AT
follows:

30 June 31 December

2016 2015
—E-RF —E-NfF
ANA=+H +=-A=+—H
(Unaudited) (Audited)
(REEZR) (J2z)
(US$°000) (US$'000)
(F%r) (F=5T)
Within 1 month 1E A AR 37,554 48,588
Over 1 and within 3 months 1E A LA ER3E A AR 12,556 10,833
Over 3 and within 6 months 3B A LA L K616 A AR 1,385 1,154
Over 6 and within 12 months 61E A LA £ K 12(8 A AR 2,274 810
Over 12 months 128 A A+ 4,673 4,895
58,442 66,280

The trade payables are unsecured, non-interest-bearing and ZORNNBEAERE - Tk —RK

normally settled on 30 to 60 day terms. MRB30KXZECORANLE °
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17. Interest-Bearing Bank Borrowings 17. 5t RBITER
30 June 2016 31 December 2015
—E-REXA=1H “Z-AF+-A=t—H
Effective Effective
interest interest
rate (%) Maturity Us$’000 rate (%) Maturity US$'000
ERFI= ERRF =
(%) E) TER (%) 2|58 TEn
(Unaudited) (Audited)
(REER) (&%)
Current TE
Current portion of RERITERD 2,05 2016 42,750 2.05 2016 42,750
long term bank BNERER (R
loans - secured — BHEA
Non-current FRE
Secured bank loans  BEHRITER 1.2-2.05 20172025 137,063 1.2-2.05  2017-2025 137,871
179,813 180,621

30 June 31 December

2016 2015

=F—NF i

AH=+HB +=-A=+—8

(Unaudited) (Audited)

(REEER) (feE%)

(US$000) (US$000)

(F%5t) (F=mT)

Analysed into: DA
Bank loans repayable: JEEEIRITE

Within one year —FR 42,750 42,750

In the second year FE-F 46,972 44,752

Beyond third year, inclusive BRE=F (BEEEMF) 90,091 93,119

179,813 180,621
As at 30 June 2016 and 31 December 2015, the Group’s bank RZE—ARENA=ZTAR=ZE—RF
loans were secured by the pledges of the Group’s assets with +ZA=+—8  AKEMNRITEXRA
carrying values as follows: BRAEERNEEEER  AENKRT

(EVENE
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30 June 2016
—~FARA=+H

R B AR S B RS AR MY R

17. Interest-Bearing Bank Borrowings

17. 5T BETER (&)

(continued)

30 June 31 December
2016 2015
—E-RF —T-hfF
AA=+tHB +=ZA=+—H
(Unaudited) (Audited)
(REBER) (&%)
Notes (US$°000) (US$'000)
iz (Fxx) (=)
Property, plant and equipment L E YN ] 10 488,613 507,224
Investment property KEYE 11 176,795 180,542
Prepaid land lease payments TEN TR ETIE 21,993 22,798
Intangible assets EmEEE 5,494 6,806
692,895 717,370

In addition to the assets pledged above, the Group’s secured BRIALBEEBEREEIN  AEER=-ZT—

bank loans as at 30 June 2016 and 31 December 2015 were
secured by the Company’'s 36.23% of equity interest in its

subsidiary, HHGrace.

NEANAZ+TBERZZE-—RFTZA=
T HOAERRITERTDARRFR
H ¥ RA]FEU R T H36.23% M (E K

8 o
18. Government Grants 18. BUF#EED

2016

—E—RE

(Unaudited)

(REER)

(US$’000)

(F%xm)

At 1 January n—A—H 53,881
Received during the period HER R 8,465
Released to offset cost of sales AR $H 88 B R AR (1,434)
Released to offset research and development costs A LA ST B A A (1,237)
Offset with long term assets EIHREABE (6,828)
Exchange realignment HE 5, 38 B (1,094)
At 30 June RANA=+H 51,753

The Group received government funding for several
government-sponsored projects focusing on the research and
development of advanced technologies.

REE 2 BT E B E B 9B S BUA
BNE2EY  ZFRABINFMESL

HEHAMT -
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19.

20.

44

=

30 June 2016
—E—XEXA=1+H

Share Capital 19. IR 7
Number of shares Amount
a8 B Eix]
30 June 31 December 30 June 31 December
2016 2015 2016 2015
—E-REF T—AF —E-REF —ZT—RF
AA=+H +=ZA=+—H ~A=tH +=ZA=+—H
(’000) (’000) (Unaudited) (Audited)
(FA) (Fhr&) (REEX) (Fez1z)
(US$°000) (US$'000)
(F%7x) (F%=7T)
Issued and fully paid: B & {TRARE
1,033,871,656 1,033,871,6560%

ordinary shares LB 1,033,872 1,033,872 1,550,164 1,550,164

Share Option Scheme

The Company operates a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Eligible participants of the Scheme include the
Company’s directors, including a non-executive director and
other employees of the Group. The Scheme became effective
on 4 September 2015 and, unless otherwise cancelled or
amended, will remain in force for 7 years from that date.

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount
equivalent, upon their exercise, to 10% of the shares of the
Company in issue at any time. The maximum number of shares
issuable under share options to each eligible participant in
the Scheme within any 12-month period is limited to 1% of
the shares of the Company in issue at any time. Any further
grant of share options in excess of this limit is subject to
shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of their
associates, are subject to approval in advance by the
independent non-executive directors. In addition, any share
options granted to a substantial shareholder or an independent
non-executive director of the Company, or to any of their
associates, in excess of 0.1% of the shares of the Company
in issue at any time or with an aggregate value (based on the
price of the Company’s shares at the date of grant) in excess
of HK$5 million, within any 12-month period, are subject to
shareholders’ approval in advance in a general meeting.

HUA HONG SEMICONDUCTOR LIMITED #E4T #8885 R A7)

20. BB IR RESTE

ARRERAE - ABRESS ([T
gll) SERUAKEIENERAEMA
Bz 5 a B2 mE R HE & 2R -
ZETE A ER2REREARAE
2 (BRBYFNTESR) RAKERE
fhiEE - ZEtEl R T —AFNAWEH
AR - BRIFSWEUEHIER] - %5HE
Rz AR 7TFRER °

B AR RZ A IR h 2 RIT B2
FETBBBXFRIETERART
TR EETRN Z10% ° PMEA+ 1@
AR ZA BN EERSEERE
BN ERTZROBE TMEEAAR
REERFRD BEITRMD 21%  E—
FERTBEUREZBRERARRE
BRERKRE LA -

AEARBES  TRARINETEZRR
FWEZEMBBEA LR TEREAS
SRS B IFAITE SR - oo -
EREMNT Z@EARE RTFAREE
ERRIBUFRTEFTIRERAL
ERB R AL 2B h AR REMA
RHRD BTN 20. 1% 48 E (RIFXR
H B AR R RO EBREE) #E500
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30 June 2016
—E-REXA=1+H

20. Share Option Scheme (continued)

The offer of a grant of share options may be accepted within
28 days from the date of offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is determinable by the
directors, and commences after a vesting period of two to four
years and ends on a date which is not later than the expiry
date of the Scheme.

The exercise price of share options is determinable by the
directors, but may not be less than the higher of (i) the Stock
Exchange closing price of the Company’s shares on the
date of offer of the share options; and (ii) the average Stock
Exchange closing price of the Company’s shares for the five
trading days immediately preceding the date of offer.

Share options do not confer rights on the holders to dividends
or to vote at shareholders’ meetings.

The scheme includes options granted to directors and key
management personnel (“Tranche A”) and options granted to
other employees (“Tranche B”). The following share options
were outstanding under the Scheme during the period:

AR B AR S B B R AR B R

20. B IR HERT 8 (&)

AR AAREH A28 R ER
DERMBRZBRE - AR ZREH
REHXIBETz2ERE - BREZT
EHREERE IR -_ENFHEEH
BBEABARRZA8IfER 2 BRTARLE -

BREZITEERHESERT - TR
PRATMEZ&RE  ()VARRBRND
IR T RERE B IR XA 2 W (B
R(iA 2RI R ERF L B HET A
R 5 AEBRZ FRHE -

BRAEY SEM S AT S B ABEREH
KRR AR IRRRER) -

AEERRTEERIEEEARNBE
P ((E—#) METEMBRERENE
Petg (T8 —#t)) - REARIAT BB 42
ARRIBZET BITTRE -

Tranche A Tranche B
E—#t Bt
Weighted Weighted
average average
exercise price Number of  exercise price Number of
HK$ per share options ‘000  HK$ per share options "000
SR HNHE R NE
FIITEE RERR RSN FIITEE BERR
GBTL) (Fn) (B7T) (F1)
At 1 January 2016 RIT—REF
—H—H 6.912 5,823 6.912 24,297
Forfeited during the period EfRZ UL 6.912 - 6.912 (944)
At 30 June 2016 RZT—REF
~A=1+H 6.912 5,823 6.912 23,353
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nancial Statements

Share Option Scheme (continued)

The exercise prices and exercise periods of the share options
outstanding as at the end of the reporting period are as
follows:

=

30 June 2016
—E—XEXA=1+H

20. BARRESHE (48)

RBERRERITEBERIENTTEER
FTEERT -

Number of options Exercise price*

Exercise period

’000 HKS$ per share
BREHE THEE* 1T

T BRBT
9,009 6.912 4 September 2017 to 3 September 2022
—E—+tFhAMNBEBE=E=__FNA=H
10,083 6.912 4 September 2018 to 3 September 2022
—E-A\FhALANRE=-E-=-FHhA=AH
10,084 6.912 4 September 2019 to 3 September 2022
—E-NFhAMBE-_ZT-__FHhA=H8

29,176

* The exercise price of the share options is subject to adjustment
in the case of rights or bonus issues, or other similar changes in
the Company's share capital.

At the end of the reporting period, the Company had
29,176,000 share options outstanding under the Scheme. The
exercise in full of the outstanding share options would, under
the present capital structure of the Company, result in the
issue of 29,176,000 additional ordinary shares of the Company
and additional share capital of US$25,993,000 (before issue
expenses).

At the date of approval of the interim condensed consolidated
financial statements, the Company had 29,176,000 share
options outstanding under the Scheme, which represented
approximately 2.8% of the Company’s shares in issue as at
that date.

Commitments

The Group had the following capital commitments at the end of
the reporting period:

Y EETERRIARET AR A]
ZIRAEFH ML E - REREZ
TTEE1E A T35

REEHR - ARRIHEAHF29,176,00013
BERRHE 8 R RIE AT BT - IREBEAR
RAIIRBF A IR AR ZEHE - BEITHE M ARTTE
FE AR #EN] RE 2 B EERHNEE 17 29,176,000
AR A B 38 IR K 4 0 B AR 25,993,000
E (RNBRETER) -

Rt EP MBS AMERERBE - A
NEHEE 29,176,000 B AR AE it R iR 1%
ZEHEITE - G B AR BB BTG
B 4)2.8% ©

EYR
AEERRE PREE U T AR -

21

30 June 31 December
2016 2015
—E-RE —E-hfF
AA=+H +=ZHA=+—~H
(Unaudited) (Audited)
(RE&ER) (Fez1z)
(US$’000) (US$'000)
(F%Rr) (F=T)
Contracted, but not provided for: EETHY - EREE -
Property, plant and equipment VI - B KEEE 45,218 26,511
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30 June 2016
—E-REXA=1+H

22. Related Party Transactions and Balances

(@)

Name and relationship

Financial Statements
R HARS B4R & B A R R B =

22. B ARG R
(a) BERBRE

Name of related party

Relationship with the Group

o)yt HASENBEZ
Huahong Group and its subsidiaries
EUEERAF AR

- Shanghai Huahong (Group) Co., Ltd. (“Huahong Group”)

— bEEg (5E) BRAR ([FOEE])

- Hua Hong International Inc., (“Huahong International”)

— EMBRERARAGF ([FIEE])

- Shanghai Huahong Zealcore Electronics Co., Ltd.
(“Huahong Zealcore”)

— DEETBERRAERAR ([FMR2E])

- Shanghai Hongri International Electronics Co., Ltd. (“Hongri”)

— B BEEEFARLAR ([HH])

- Shanghai Integrated Circuit Research and Development
Center (“ICRD”)

— PEEXEBBRAEDO ([EXEHRAE])

- Shanghai Hua Hong Jitong Smart System Co., Ltd. (“Jitong”)

— EBEIGBERASRNER AR ([5HE])

NEC Corporation (“NEC”)

NEC Corporation ([NEC )
- NEC Management Partner, Ltd. (“NEC Management”)

— NEC Management Partner, Ltd. ([NEC Management])

SAIL and its subsidiaries
EBBAREF AR
- Sino-Alliance International Ltd. (“SAIL International”)

- Sino-Alliance International Ltd. ([SAIL International |)
- Shanghai Huali Microelectronics Co., Ltd. (“Shanghai Huali")

— LBENMEFERAR ([ LEESH])
- QST Corporation (“QST”")
— EBWEREER AT ([WERHE)

INESA and its subsidiaries
BEERREFAT

- INESA (Group) Co., Ltd. (“INESA”)

— LEES (@) BRAR ([EEXE))

the holding company of Hua Hong International
Inc.,

AT BRI A A

Shareholder of the Company

RNRFIER

Subsidiary of Huahong Group

ZEU EE TN A]
Subsidiary of Huahong Group
EMEEFLA
Subsidiary of Huahong Group

EEEF AT
Subsidiary of Huahong Group

FEAEEFRA]

Shareholder of the Company
ARABIR

Subsidiary of NEC
NECF2 ]

Shareholder of the Company
ZAYNE]) S

Subsidiary of SAIL
FEEAFAR]
Subsidiary of SAIL
igERF A A)

Shareholder of Huahong Group
T EERIR

— Shanghai INESA Intelligent Electronics Co., Ltd. (“Shanghai INESA”) Subsidiary of INESA

— PEBEERRETAERLAR ([ LEBEE])

— Shanghai Nanyang Software System Integration Co., Ltd.
(“Nanyang Software”)

— bEEmARURGERERLR ([FFEET])

- Shanghai Nanyang Wanbang Information Technology Service
Co., Ltd. (“Wanbang IT”)

— DEMFBAHREMARAR ([EHEFEIM )

BEERF AT
Subsidiary of INESA

EEERF AT
Subsidiary of INESA

BEZRT QA
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22. Related Party Transactions and Balances
(continued)

48

(@)

Name and relationship (continued)

30 June 2016
—E—XEXA=1+H

2. EBRARE KA (&)

(a) ZWREE (H)

Name of related party
)yt

Relationship with the Group
HAKENAEF

Shanghai Huahong Technology Development Co., Ltd.
(“Huahong Technology Development”)

EBEUNKRBRERDT ([FUAREREE )

Huahong Real Estate
HTEE

Shanghai Huajin Property Management Co., Ltd. (“Huajin”)
LBERYEEBRERAR ([EEH])

CEC and its subsidiaries
FEEFREFATA
- China Electronics Corporation (“CEC”)
—HPEEFEREXEEERAR ([FEEF])
— CEC Huada Electronic Design Co., Ltd. (“Huada”)
—IRPEEAREFRABREMERR ([FEKX])
- Shanghai Huahong Integrated Circuit Co., Ltd.

(“Shanghai Huahong IC”)
— PEEOSKERARETAF ([ DEETSEKER])
- Beijing Huahong IC Design Co., (“Beijing Huahong IC”)

— AREMENERRAEREMEAR] ([ILRFEIRKER )

- Shanghai Belling Co., Ltd. (“Shanghai Belling”)
— FBEERHABERAR ([ E8EE])

- Hylintek Limited (“Hylintek”)
—EREEERAT (BHEE))

HUA HONG SEMICONDUCTOR LIMITED #E4T #8885 R A7)

Associate of the Group
N EHE A A]

Subsidiary of Huahong Technology Development
EURBFRRT AT

Subsidiary of Huahong Technology Development
EMRPRERTFAA

Shareholder of Huahong Group
TR EAR

Subsidiary of CEC
FEEFFATF

Subsidiary of CEC

FEEFFAR]
Subsidiary of CEC
FEEFFAF
Subsidiary of CEC
FEEFFAA]
Subsidiary of CEC
HFEEFFAR]



Notes to the Interim Condensed Consolidated
Financial Statements

30 June 2016
—E-REXA=1+H

22. Related Party Transactions and Balances
(continued)

(b) Related party transactions
In addition to the transactions and balances disclosed
elsewhere in the interim condensed consolidated
financial statements, the Group had the following material

R B AR S B RS AR MY R

2. EBMARE KA (&)

(b) BBAEXRS

Brrh BRRSBAAR & B TS R LA B0 (0
PRI EE R 5 M RSN - REENE
NE R EITUATEARS ¢

transactions with related parties during the period:

For the six months

ended 30 June
BEXA=TRHLAEA
2016 2015
ZB-RE —T-hF
(Unaudited) (Unaudited)
(REEER) (REE&E%)
(US$'000) (US$000)
(F%£x) (F%1)
Sales of goods to related parties (note (i) mEEE A HEEm (FEE)
Huada YN 10,343 14,358
Shanghai Huahong IC EEETERER 5,428 7,304
Huahong Zealcore FETB 4,292 4,603
Shanghai Belling LBR%E 3,634 4,511
ICRD SREHRIFE 2,820 3,718
QsT BERR 492 85
Hongri e 212 306
Purchases of goods from related parties (note (ii) BEBAEEER (M)
Hylintek BBGE 3,922 3,246
Hongri 4T H 2,788 2,846
NEC Management NEC Management 327 302
Huahong Zealcore B 205 234
Jitong A - 3
Service fees income from related parties (note (iil)) 3B ERE T BV BRIE B UL (PR (iii))
QST BERR 212 226
Service fee charged by related parties (note (iv)) A T B AR TS B (FTRE(iv))
Nanyang Software Eahaides 176 2
Huajin Bt 96 102
Shanghai INESA EEEE 57 101
Huahong Real Estate ETEE 53 1,927
Rental income from a related party (note (iii)) RE B NES A (BTEE)
Shanghai Huali EEER 6,082 6,435
Rental expense charged by a related party (note (iv)) B85 WENEIMB LB (Fizk(v))
Huahong Real Estate EITEE 773 818
Expense paid on behalf of a related party (note (v)) — REEEEH S SHEF S (FEE(v))
Shanghai Huali FEER 12,254 12,843
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22. Related Party Transactions and Balances

50

(continued)

(b) Related party transactions (continued)

Note (i): The sales of goods to the related parties were made
according to the prices and terms agreed between the
related parties.

Note (ii): The purchases of goods from the related parties were
made according to the prices and terms offered by the
related parties.

Note (iii): The rental income and service fee income from related
parties were received according to the prices and
terms agreed between the related parties.

Note (iv): The rental expense and service fees charged by
related parties were paid according to the prices and
terms agreed between the related parties.

Note (v). The expense paid on behalf of the related party is
interest-free and repayable on demand.

HUA HONG SEMICONDUCTOR LIMITED #E4T #8885 R A7)
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2. EBMARE KA (&)

(b) BBLXSZ (&)

BiaE(i) -

Biaztii) -

Bt (i) -

Biit(iv) -

HaE(v) -

1B B 77 ] B8 9 B TS 1R 9%
HH G 15 E 49 1(E 18 R MEH
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TEHYE TSR AR
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Notes to the Interim Condensed Consolidated
Financial Statements
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2. EBMARE KA (&)

30 June 2016
—E-REXA=1+H

22. Related Party Transactions and Balances
(continued)

(c) BB 2B RGEFERE

(c) Outstanding balances with related parties

30 June 31 December
2016 2015
A2 —T-hf
AA=+HA +ZR=+—~H
(Unaudited) (Audited)
(REER) (fE&%)
(US$000) (US$000)
(F%£x) (F%71)

Amounts due from related parties [k B 5 SR
Shanghai Huali EgER 16,771 8,726
Huada EYN 14,106 7,470
Shanghai Huahong IC BEM KRB 4,595 3,171
Huahong Zealcore AT B 2,468 2,724
Shanghai Belling BB 1,198 1,265
Huahong Real Estate BB 740 1,537
ICRD SR E R 2 263 9
QST BERHR 239 289
Hongri 4T H 48 90
Shanghai INESA &S 1 1
40,429 25,282

Amounts due to related parties FEBEE TR
Shanghai Huali BER 5,133 5,456
ICRD SAKE BRI 1,647 748
Hylintek BEEE 1,501 960
Hongri 4T H 938 630
QST YERX 324 519
Nanyang Software FAFFER 175 -
NEC Management NEC Management 145 222
Huahong Zealcore QT E 92 153
Huada R 46 -
Huahong Real Estate EIEE 37 246
Shanghai INESA LBEEE 32 19
Huajin 58 15 8
Jitong FTim 6 4
10,091 8,965

Balances with the related parties or subsidiaries were
unsecured, non-interest-bearing and had no fixed

repayment terms.

Gl e A N Al L 0F o Y B
B TEEREREESBR -
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22. Related Party Transactions and Balances 2. BHMERFZ RESR (&)
(continued)
(d) Compensation of key management personnel of the (d) *EEEREEABHME
Group

For the six months
ended 30 June
BEXA=THLAEA
2016 2015
—E—RE —Z-HF
(Unaudited) (Unaudited)
(REER) (RiEEZ)

(US$'000) (US$'000)
(F%x) (F%m)
Short term employee benefits HHEREEF 1,048 1,219
Pension scheme contributions RIS FT B 22 25
Equity-settled share option expense AR A B R AR 2 306 -
Total compensation paid to TRTEZEEAEN
key management personnel i< 458 1,376 1,244
23. Financial Instruments by Category 23. RERESHNERMTIA
The carrying amounts of each of the categories of financial SHEeRTAENREHERMERER
instruments as at the end of the reporting period are as N
follows:
Financial assets — loans and receivables ERMEE - ERREWFE
30June 31 December
2016 2015
—E-RE —T-hE
#B=tH +=A=+-H
(Unaudited) (Audited)
(REER) (fe&%)
(US$°000) (US$'000)
(F%x) (F%=1)
Trade and notes receivables 2 S REWRIERENEE 103,521 103,822
Financial assets included in prepayments, FTATENFIE e R
deposits and other receivables HiEWHIEN e mEE 2,683 4,169
Due from related parties FEM Ba RS 75 5K 1B 40,429 25,282
Restricted and time deposits SZRR I K TE BTE IR 61,195 41,796
Cash and cash equivalents HWERBESZEY 457,909 510,441
665,737 685,510
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Lo MEAS IR S BT IS R R M

23. Financial Instruments by Category 23. ZERETHEMI A (&)
(continued)
Financial assets — available—for—sale financial assets TREE - THEESREE

30 June 31 December

2016 2015

—B-RE —T-hF

~A=+H +=A=+—H~H

(Unaudited) (Audited)

(REER) (fE&%)

(US$’000) (US$'000)

(F%£x) (F%71)

Available—for—sale investments AHfHERE 212,707 217,214
Financial liabilities — at amortised cost SHEE — BB

30 June 31 December

2016 2015

—E-XRE —ZT-nfF

AA=ZtH +tZA=+-H

(Unaudited) (Audited)

(REER) (f&&2)

(US$'000) (US$000)

(F%x) (F%1)

Trade payables 2 S EMNHIE 58,442 66,280
Financial liabilities included in other payables, SPAEMERROE - FBURBR R K

advances from customers and accruals EHEANSRAE 77,636 41,578

Interest-bearing bank borrowings ETRRITER 179,813 180,621

Due to related parties FE{H AR 75 SRR 10,091 8,965

325,982 097,444
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24,

25.

26.

54

Fair Value and Fair Value Hierarchy of
Financial Instruments

Management has assessed that the fair values of cash
and cash equivalents, restricted and time deposits, trade
and notes receivables, trade payables, financial assets
included in prepayments, deposits and other receivables,
financial liabilities included in other payables, advances from
customers and accruals, amounts due from/to related parties
and the current portion of interest-bearing bank borrowings
approximate to their carrying amounts largely due to the short
term maturities of these instruments.

The Group’s finance department headed by the finance
manager is responsible for determining the policies and
procedures for the fair value measurement of financial
instruments. The finance department reports directly to the
chief financial officer. At each reporting date, the finance
department analyses the movements in the values of financial
instruments and determines the major inputs applied in the
valuation. The valuation is reviewed and approved by the chief
financial officer.

The fair value of the non—current portion of interest-bearing
bank borrowings has been calculated by discounting the
expected future cash flows using rates currently available
for instruments with similar terms, credit risk and remaining
maturities. The Group’s own non-performance risk for interest—
bearing bank borrowings as at 30 June 2016 and 31 December
2015 was assessed to be insignificant. Management has
assessed that the fair value of the non—current interest-bearing
bank borrowings of the Group which approximates to their fair
value.

Event After the Reporting Period

There is no material subsequent event undertaken by the
Group after 30 June 2016.

Approval of the Interim Condensed
Consolidated Financial Statements

The interim condensed consolidated financial statements were

approved and authorised for issue by the board of directors on
2 August 2016.

HUA HONG SEMICONDUCTOR LIMITED #E4T #8885 R A7)
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24.

25.

26.

EMITENAFERLQFE
& &

EEECHERSLRNEFEY BR
EREMES  BHRUBFARERSE
% BHREMNR  FTARMNSKE &
EREMEBEFENSRERE  StAH
MR BRERLREHERNE
BEE - B FEM R T RIE - A
Kt BERITIE RN AR 2 FE -
WEHEAREERS - ETERANZ
FTEARNEHAZH -

AEBEBTAMBEESENREEE
BEETERMTARATEFENBER
B - WA ERAMTRERS - R®
BEREAH MBHIMEWIANE
BEEPIEEHETERNEIEZHARK
B - MERTBEERR ML -

FPERITIEE IRV MM AT ETE
BERAEFBEUGR  EERRKF
FREIERRF A T B 4% B AT A 2 th Bk
WEHRRRBRERENE - AEBAY
R REXNA=ZFTHER-ZT—HEF
+TZA=+—AMNFERITERNTE
HERWTE AL TERK - HEEEF
i+ ANEEFERVEAGT BIRITERWAF
BEEEQFERE -

BREMREREER

AEER - ZT-RERA=TBEREE
LA FMERNMRER -

#EPHERRS M BEREK

FHBRARSMBHRRER T —RF
NAZBEEESHERIRETH -



Other Disclosures

En HA i R

SHARE OPTION SCHEME

The Company adopted a share option scheme which became
effective on 4 September 2015 and, unless otherwise cancelled or
amended, will remain in force for 7 years from that date. As at 30
June 2016, the Company had 29,176,000 share options outstanding
under the share option scheme, which represented approximately
2.8% of the Company’s shares in issue as at that date. The table
below sets out details of the outstanding options granted to the
Directors and other grantees under the share option scheme and
movements during the 6 months ended 30 June 2016:

BRETE

RARVRM—IBERETS AT —HF
BB RBER - BrIEWTHEKISE] - TR
BREAEIBAZAPEEFRER - BN
T—XNFENAZTH  ARRRERESE
TH N #£529,176,00010 R/ TEBEMEE - HE
RZBEARR B EITRDE2.8% « TR
EHE_T—XNFENA=Z+THIE/NEA BE
RIEERET 2R TES R EMEAR AN
RITEMNBERENGTEREEEN

Number of share options
BREHE
Exercised  Cancelled Lapsed
Name or category Granted at At during during during
of participants 04.09.2015 31122015  the period  the period  the period

R-B-1E
R-E-1F +ZA

SEE HRAER  AANARMY =t-H BTl BRdEE  BARR

At  Exercise period Exercise price
30.06.2016  of share options of share options
RZE-5E
AAZTRE  BREZGER BRETHE

Directors

Bz

Mr. Yu Wang 869,000 869,000 - -
TREE

Mr. Takayuki Morita 119,000 119,000 - -
REEZEE

Other employees 29,262,000 29,132,000
HitfER

(944,000)

In aggregate 30,250,000 30,120,000 = (944,000)
By

Please refer to pages 44 to 46 of the Notes to the Interim
Condensed Consolidated Financial Statements for further details.

869,000  04.09.2017-04.09.2022  HK$6.912

“E—+FNAMBE 691281
“Z-"FNANA

119,000  04.09.2017-04.00.2022  HK$6.912

“E—tFENARAE 69128
“Z-"FnARA

28,188000  04.09.2017-04.09.2022  HK$6.912
“T—+FNAREE 691281
“E-"FNANA

29,176,000

HE— BB 2MF BERSE VSRR
FEE44BE468 -
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 30 June 2016, save as disclosed below, none of the Directors
nor the chief executive of the Company had any interests and short
positions in the shares, underlying shares or debentures of the
Company or any associated corporation (within the meaning of Part
XV of SFO), as recorded in the register kept under section 352 of
the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (“Model Code”) contained in the
Listing Rules.

EERESTHRAERAEARAR
17 R B I 7 Y 5t

RZZE-—RNERNA=1+H BRTITXEES
S BEBARBEERZEHTHRABRAR
AIREAEEER (E& &5 ME R
FEXVER) Bhtn - AR RERETESR
HARBESRMEGOIFIGEATHFE
B AN EARE AR - RAREL
MARRFHA LMBETAEFETESRS
MIREST A (TRESA]) BREARFR
B PrEE IR S AR ©

Number of
underlying shares
held in Approximate
long position percentage of
Name of Director Capacity (Note 1) interests
UHRREN
HERDEA
BN a4 (HEE1) BARSEESL
Mr. Yu Wang Beneficial owner
FREE EalBA 869,000 0.08%
Mr. Takayuki Morita Beneficial owner
FRAECEE ERBEAA 119,000 0.01%
Note: BT

(1) Long position in the underlying shares of the Company under share
options granted pursuant to the Share Option Scheme
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

As at 30 June 2016, persons other than a Director or chief executive
of the Company, having interests of 5% or more or short positions in
the shares and underlying shares of the Group, were as follows:

30 June 2016
—E—REXA=1H

Other Disclosures
HAtb i EE R

FERRRAEMATRERTR
2 MR IR 17 Ry 52

R-_T—RNENA=1TH BRARBEFHL
REITHRABI - RAKERD KB
RHEBS%SIA EERBORBALIAT

Approximate
percentage of
aggregate interests

Capacity and Number of in issued share
Substantial shareholders nature of interest shares held capital*
HERT
RS EEN
TERR BORERNE FEROBE BMABD
Shanghai Hua Hong International, Inc. Legal and Beneficial owner
(Hua Hong International)®
FEEMERGRAR (FEIEER) EERERERA 350,401,100 33.89%
Shanghai Huahong (Group) Co., Ltd. Interest in a controlled corporation
(Hua Hong Group)®@
el (88) ARAR (FULEE)@ REHLEE S 350,401,100 33.89%
China Electronics Corporation (CEC)® Interest in a controlled corporation
HREEFEEEXSBARAT (FEEF)? EHEERER 350,401,100 33.89%
INESA Holding Group (INESA)@ Interest in a controlled corporation
PeEEER (KE) ARAR (BEER)? XEtEE#zD 350,401,100" 33.89%
Sino-Alliance International, Ltd. Legal and Beneficial owner
(Sino-Alliance International)
Sino-Alliance International, Ltd. FEEMEREAA 237,449,7697® 22.97%
(Sino-Alliance International)
Sino-Alliance International, Ltd. Interest in a controlled corporation
(Sino-Alliance International)
Sino-Alliance International, Ltd. REfhEE R 34,919,354 3.37%
(Sino-Alliance International)
Shanghai Alliance Investment Ltd. (SAIL) Interest in a controlled corporation
FEBIRERRAR (L&) RESEEER 622,770,223V 60.23%
NEC Corporation Legal and Beneficial owner
NEC Corporation EERBEHEBA 99,038,800 9.57%
AllianceBernstein L.P. Investment manager
AllianceBernstein L.P. REEIE 24,860,826 2.40%
AllianceBernstein L.P. Interest in a controlled corporation
AllianceBernstein L.P. REHhEEER 27,796,1740 2.69%

57
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY
(continued)

Notes:
(1) Long positions in the shares of the Company.

(2) Hua Hong International is a wholly-owned subsidiary of Huahong
Group. As at 30 June 2016, Huahong Group was 47.08% owned by
CEC, and 47.08% owned by SAIL. In addition, SAIL controlled 51.83%
of the voting rights of Huahong Group by virtue of its 47.08% equity
interest in Huahong Group and an additional 4.75% voting rights
pursuant to a voting bloc from INESA to SAIL. Therefore CEC, SAIL
and INESA were deemed to be interested in all the Shares in which
Huahong Group is interested in by virtue of Part XV of the SFO.

(38) Including 3,084 shares held in escrow by Sino-Alliance International
pursuant to an escrow arrangement.

(4) In addition to the 350,401,100 Shares (33.89%) it indirectly held
through Hua Hong International, SAIL indirectly held interests in the
Company through four wholly-owned subsidiaries, including Sino-
Alliance International.

The percentages are calculated based on the total number of shares
of the Company in issue as at 30 June 2016, i.e., 1,033,871,656
shares.

Save as disclosed above, so far as is known to any of the Directors
and chief executive of the Company, as at 30 June 2016, no other
person or corporation had any interests or short positions in any
shares or underlying shares of the Company which was recorded in
the register required to be kept by the Company pursuant to section
336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF
LISTED SHARES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities during the six
months ended 30 June 2016.
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DEED OF NON-COMPETITION AND DEED OF
RIGHT OF FIRST REFUSAL

Shanghai Huahong (Group) Co., Ltd., Shanghai Alliance Investment
Ltd. and INESA Holding Group, being controlling shareholders of
the Company, entered into a deed of non-competition (the “Deed of
Non-competition”) dated 23 September 2014, details of which have
been set out in the paragraph headed “Deed of Noncompetition”
in the section headed “Relationship with Controlling Shareholders”
of the Company’s Prospectus dated 3 October 2014 (the
“Prospectus”). In addition, Shanghai Huahong (Group) Co., Ltd. and
Shanghai Alliance Investment Ltd. also entered into a deed of right
of first refusal (the “Deed of Right of First Refusal”) dated 10 June
2014, details of which have been set out in the paragraph headed
“Deed of Right of First Refusal” in the section headed “Relationship
with Controlling Shareholders” of the Prospectus.

The Company has reviewed the written declaration from each of the
controlling shareholders mentioned above on their compliance with
their undertaking under the Deed of Non-Competition and the Deed
of Right of First Refusal (as the case may be). The independent
non-executive Directors have reviewed the status of compliance
and confirmed that all the undertakings under the Deed of Non-
Competition and the Deed of Right of First Refusal (as the case
may be) have been complied with by the relevant parties.

CHANGE OF COMPANY SECRETARY AND
AUTHORISED REPRESENTATIVE OF THE
COMPANY

Ms. Rao Fu has resigned as a joint company secretary and
authorised representative of the Company with effect from 20
June 2016. Following the resignation of Ms. Rao Fu, the other joint
company secretary of the Company, Mr. Xiaojun Wang, remained in
office as the sole company secretary of the Company. Meanwhile,
Mr. Xiaojun Wang was appointed as the authorised representative
of the Company on 20 June 2016.

CORPORATE GOVERNANCE

The Company is committed to maintaining a high standard of
corporate governance with a view to safeguarding the interests of
its shareholders and enhancing corporate value. The Board is of the
view that the Company has complied with the code provisions set
out in the Corporate Governance Code as contained in Appendix
14 of the Listing Rules during the six months ended 30 June 2016.
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MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS OF LISTED
ISSUERS

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the code of conduct regarding dealing
in the securities of the Company by the Directors. Having made
specific enquiries of all Directors, the Company has received their
written confirmations that they have complied with the required
standard as set out in the Model Code throughout the six months
ended 30 June 2016.

AUDIT COMMITTEE

The Audit Committee, comprising one non-executive director and
two independent non-executive directors of the Company, has
reviewed and approved the unaudited results of the Group for
the six months ended 30 June 2016 and has discussed with the
management on the accounting principles and practices adopted
by the Group, internal controls and financial reporting matters.

PUBLICATION OF INTERIM REPORT ON THE
WEBSITES OF THE STOCK EXCHANGE AND
THE COMPANY

The interim report for the six months ended 30 June 2016
containing information required by Appendix 16 of the Listing Rules
will be dispatched to shareholders and published on the websites
of the Stock Exchange (www.hkexnews.hk) and the Company (www.
huahonggrace.com) in due course.

By Order of the Board

Hua Hong Semiconductor Limited
Mr. Suxin Zhang

Chairman and Executive Director
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