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China Electronics Huada Technology Company Limited
FREFEARMKBERAT

The board of directors (the “Board”) of China HEEFEARKAR AT ([AX
Electronics Huada Technology Company Limited &) BB AT EE FEBEERER
(the “Company”, formerly known as “China A" &EZ=e ([(EE€])Z2NHI2 R
Electronics Corporation Holdings Company AQFREMBAG ([AEH])EHE
Limited”) hereby presents the unaudited 2017%6H308 IF/~EA B KREEZ
condensed consolidated interim financial A4 AEFREBBERDT ¢
information of the Company and its subsidiaries

(the “Group”) for the six months ended 30 June

2017 as follows:

CONSOLIDATED INCOME meElaK
STATEMENT
Unaudited
RICEX
Six months ended 30 June
HZE6H30H L AEA
2017 2016
20174 20164
Note HK$’000 HK$'000
M et FExT FHET
Continuing operations BECE ¥R
Revenue ' ON 5 688,074 652,108
Cost of sales SHE R A (432,375) (385,552)
Gross profit EF 255,699 266,556
Other income and gains — net HAd WA R — 588 6 117,458 31,217
Selling and marketing costs HE R T ERA (43,795) (52,415)
Administrative expenses THHAX (150,334) (196,272)
Operating profit R F 179,028 49,086
Finance income A& WA 7 5,601 18,386
Finance costs A& KA 7 (48,925) (91,497)
Finance costs - net BEKA—FEB 7 (43,324) (73,111)
Share of result of an associate AL AR XS 14 29,142 409,448
Share of result of a joint venture Bh—HEERRIEE (1,451) 342
Profit before taxation BR B A& A 8 163,395 385,765
Taxation Bim 9 (19,633) (2,289)
Profit for the period from BESEZERZ
continuing operations HRER 143,762 383,476
Discontinued operation ERIERE ¥
Profit for the period from BRIEREZEB 2
discontinued operation HA A5 A 10 - 647,781
Profit for the period Eilap g ] 143,762 1,031,257
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China Electronics Huada Technology Company Limited
FREE FEARARATA

CONSOLIDATED INCOME meEklaEk
STATEMENT
Unaudited
RCEX
Six months ended 30 June
HZ6H30ALXEA
2017 2016
201745 20164F
Note HK$’000 HK$'000
Bt FExT FHET
Profit/(loss) for the period HRER (FE) BER -
attributable to:
Owners of the Company RRRERFEE 142,957 1,031,547
Non-controlling interests AR 805 (290)
143,762 1,031,257
Profit for the period HRABANEBREAQR
attributable to owners of ERBEERAR:
the Company arises from:
Continuing operations SERE 2 EK 142,957 382,830
Discontinued operation [EEJIF Sy = 648,717
142,957 1,031,547
HK cents HK cents
Al AL
Basic earnings per share SREXER 12
Continuing operations FBEE 2 %% 7.04 18.86
Discontinued operation RIS 2 ¥ - 31.96
7.04 50.82
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China Electronics Huada Technology Company Limited

HEETEANHARAT

CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME

RETHEKER

Unaudited
RCEX
Six months ended 30 June
HZ6H308 L EA
2017 2016
201745 20164F
HK$’000 HK$’'000
FExT FET
Profit for the period s R 143,762 1,031,257
Other comprehensive income HARHA 2 ERE
for the period:
ltems that will not be subsequently 7~ & Hi1& & 5 %8 & 3 F
reclassified to profit or loss: HEEMWIER ¢
Share of an associate’s JEAE — [ B 2 A A
revaluation gains on properties L ES KRN g 1,147 -
ltems that may be subsequently Hi1E Al e E D S B A
reclassified to profit or loss: LEIEMIER
Exchange differences on BREGINEBMER Z5
translation of foreign operations 30,819 (30,054)
Total comprehensive income HAZEKZAE
for the period 175,728 1,001,203
Total comprehensive income HAZEWZLERER
for the period attributable to:
Owners of the Company RRRERFEE 174,517 1,001,749
Non-controlling interests IR 1,211 (546)
175,728 1,001,203
Total comprehensive income HRAZEWRAERER
for the period attributable KATEEBFEERER:
to owners of the Company
arises from:
Continuing operations HIERE %75 174,517 361,041
Discontinued operation BRIEEE £ - 640,708
174,517 1,001,749
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China Electronics Huada Technology Company Limited
FREFEARKARAT

CONSOLIDATED BALANCE SHEET GLEEaES
30 June 31 December
2017 2016
2017%6H30H 2016%12H31H
(Unaudited) (Audited)
(REEZ) (K E%)
Note HK$’000 HK$’'000
M et FHET FET
ASSETS &E
Non-current assets kRBEE
Property, plant and equipment WE - BERZRE 13 443,029 429,681
Land use rights 3 {5 FA A 11,723 11,944
Intangible assets B A E 13 11,032 5,958
Investment in an associate R—REBERRIKRE 14 2,490,840 2,449,780
Investment in a joint venture R—EEENAKRE 5,127 6,406
Deferred tax assets RIETIRE = 15,465 16,965
Available-for-sale financial assets A fit Hi & £ &b & & 7,489 7,267
2,984,705 2,928,001
Current assets RBEE
Inventories T8 348,853 257,010
Trade and other receivables B 5 & EH A R IR 15 881,130 964,736
Available-for-sale financial assets &t Hi & 4§ & & 93,757 37,249
Short-term deposits and EHERREE
investments 36,024 127,601
Cash in transit THRe - 866,754
Cash and cash equivalents HeRBESSEY 456,739 911,917
1,816,503 3,165,267
Total assets EEAR 4,801,208 6,093,268
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China Electronics Huada Technology Company Limited

FEBTEARERAH

CONSOLIDATED BALANCE SHEET mEEERGER
30 June 31 December
2017 2016
2017%6H30H 2016%12H31H
(Unaudited) (Audited)
(REEZ) (K E%)
Note HK$’000 HK$’'000
M et FHET FET
EQUITY AND LIABILITIES EEREE
Equity attributable to owners of N A EHFEE
the Company PR
Share capital and premium B A R i B 825,454 825,454
Reserves R (736,838) (768,398)
Retained earnings R i A 1,692,781 1,610,720
1,781,397 1,667,776
Non-controlling interests FERES 14,084 12,873
Total equity ERAHE 1,795,481 1,680,649
Liabilities afE
Non-current liabilities kRBEE
Deferred tax liabilities REHIBEEE 9,633 7,812
Current liabilities REBEE
Deferred government grants R T B 4 B 27,282 34,532
Advances from customers B IEAFIE 2,205 3,132
Trade and other payables o5 REAMEMNRIE 16 629,740 792,072
Unsecured corporate bonds D EES 17 - 3,069,502
Bank and other borrowings RITREMEER 2,310,096 477,621
Income tax payable FEAS BT8R IE 26,771 27,948
2,996,094 4,404,807
Total liabilities BEARE 3,005,727 4,412,619
Total equity and liabilities EEREBEAE 4,801,208 6,093,268
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CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY

China Electronics Huada Technology Company Limited

TRETEAMBBRAT

Unaudited

FEFK

Attributable to owners of the Company

KDERREAERL
Non-
Share Share Retained controlling Total
capital premium Reserves eamings Total interests equity
FER

BE  R#ER g% REEH EL s RESE
HK$'000 HKS'000 HK$'000 HK$'000 HKS'000 HK§'000 HK$'000
T FHL Fin T FHL Tin FiEn
At 1 January 2016 R201651518 20299 805,155 (530,182) 1,140,865 1,436,137 114,838 1,550,975
Total comprehensive income FENGEE - - (20798) 1,031,547 1,001,749 (546) 1,001,208
Capital injection by non-controlling inferests FihEE 2 E - - - - - 71,298 71,298
Digposal of subsidiaries HEHBAR - - 80,027 - 80,027 (111,839) (31,812)
Business combination under common control KREHTHERAH - - (643,928) - (643,928) - 643,92)
Transactions with non-controllng interests REARER - - (133482 - (133.482) (61,322 (194804)
Dividend [} - - (60,896) - (60.,896) - (60,896)
At 30 June 2016 2016564308 20299 805,155  (1,318259) 2172412 1,679,607 12429 1,692,036
At1 January 2017 HOITE1R1E 02090 805155 (168398 1610720 1,667,776 12873 1,680,649
Total comprehensive income SERREE - - 31,560 142,957 174,517 1,211 175,728
Dividend e = 5 - (608%)  (60,896) - (6089%)
At 30 June 2017 2017564308 20,299 805,155 (736,838) 1,692,781 1,781,307 14,084 1,795,481
Interim Report 2017 F HisR & 9



China Electronics Huada Technology Company Limited

FREFEAMZERAT

CONSOLIDATED CASH FLOW FERERER
STATEMENT
Unaudited
RICER
Six months ended 30 June
HZ6H30HIEAMEA
2017 2016
20174 20164
HK$’000 HK$’000
FExT FET
Cash flows from BRETHHERE
operating activities
Cash generated from/(used in) wEEL/ (R Z2E
operations 98,996 (30,952)
Interest paid SRR (47,828) (105,070)
Income tax (paid)/refunded () REBFREB (17,489) 19,762
Net cash generated from/(used in) K EHELE(FR) 2
operating activities ReFE 33,679 (116,260)
Cash flows from BRETHCHERE
investing activities
Acquisition of an associate U fE — B QR - (1,193,176)
Interest received WA 2 5,601 48,484
Purchase of property, plant and BEWE BER
equipment and intangible assets BEMEREE (32,575) (47,964)
Payment for available-for-sale S AIHEESREE
financial assets pa e (147,385) (321,839)
Proceeds from disposal of AT Hﬂ EemMEE
available-for-sale financial assets Fﬁ BT 94,441 217,990
Decrease in short-term deposits 5] ,HHT P S
and investments and cash in transit E;ﬁiﬂ‘i\ 958,331 1,829,136
Proceeds from disposal of property, tﬁj%%% B &
plant and equipment BAEFTSIE 8,348 -
Proceeds from disposal of a business H & — I8 2 % Ff 15 508 113,373 -
Dividends received I ER B B 51,000
Disposal of subsidiaries HEME AR - (95,054)
Net cash generated from KEEHELZ
investing activities H& 55 1,051,134 437,577

10 Interim Report 2017 FHi#R &



China Electronics Huada Technology Company Limited

BT EARHRERAR

CONSOLIDATED CASH FLOW HaBSHRE
STATEMENT
Unaudited
RICER
Six months ended 30 June
HZ6H308LAEA
2017 2016
20174 20164
HK$’000 HK$'000
FET FET
Cash flows from BMETHZRERE
financing activities
Capital injection by B ER 2 EE
non-controlling interests - 71,298
Proceeds from bank and SR1T R H A 18 B P15 3R
other borrowings 2,128,915 487,202
Repayment of bank and EERTREAMEE
other borrowings (567,093) (897,545)
Payment for business combination THEBAFZRE = (555,378)
Redemption of unsecured EEEEREEES
corporate bonds (3,117,767) -
Net cash used in financing activities ~ B & EBIFTA 2 & F 8 (1,555,945) (894,423)
Net decrease in cash and RERASEEYRL FHE
cash equivalents (471,132) (573,106)
Effect of exchange rate changes ExEgeHrZE 15,954 (4,322)
Cash and cash equivalents at MUzHeRREEED
beginning of the period 911,917 777,065
Cash and cash equivalents HARZHASRASEEY
at end of the period 456,739 199,637
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China Electronics Huada Technology Company Limited
FETTEARHEARAT

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

12

Basis of preparation

(a)

(b)

Compliance with HKFRS and Listing Rules

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

The condensed consolidated interim financial
information should be read in conjunction with the
annual financial statements of the Group for the
year ended 31 December 2016, which have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRS”).

The condensed consolidated interim financial
information have been prepared under the historical
cost convention as modified by the revaluation of
certain available-for-sale financial assets which are
carried at fair value.

Going concern

As at 30 June 2017, the Group’s current liabilities
exceeded its current assets by HK$1,179,591,000
primarily due to the fact that the Group has
liabilities under unsecured short-term bank and
other borrowings of HK$2,310.1 million (the “Short-
term Borrowings”). The Short-term Borrowings
of HK$2,164.0 million are guaranteed by China
Electronics Corporation Limited (“CEC”) and are due
for repayment in January 2018.

The Board has reviewed the Group’s cash flow
projections which covers a period of not less than
twelve months from 30 June 2017. Given that the
Short-term Borrowings of HK$2,164.0 million are
guaranteed by CEC, and taking into account the
financial resources available to the Group, including
the internally generated funds, expected renewal
and extension of borrowings upon their maturity
and the available committed borrowing facilities, the
Board considers that there are sufficient financial
resources available to the Group to meet its financial
liabilities as and when they fall due in the coming
twelve months from 30 June 2017. Accordingly, the
Board has prepared the condensed consolidated
interim financial information on a going concern
basis.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

Principal accounting policies

Except as described below, the accounting policies used
in the preparation of the condensed consolidated interim
financial information are consistent with those used in
the annual financial statements of the Group for the year
ended 31 December 2016.

(i

(i)

(ii)

New and amended standards, and interpretations
mandatory for the first time for the financial year
beginning on 1 January 2017 did not have material
impact on the results or financial position of the
Group for the current period or are not currently
relevant to the Group.

The following new and amended standards that are
relevant to the Group have been issued but are not
effective for the accounting period beginning on 1
January 2017 and have not been early adopted:
HKFRS 9 Financial instruments

(effective from 1

January 2018)
Revenue from contracts with

customers (effective

from 1 January 2018)
Leases (effective

from 1 January 2019)

HKFRS 15

HKFRS 16

HKFRS 10 and
HKAS 28
(amendments)

Sale or contribution of
assets between an
investor and its associate
or joint venture (effective
date not yet determined)

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

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

China Electronics Huada Technology Company Limited

TRETEAMBBRAT

ARG E F M B ER M

2 EEBHEE

BRBA TR oh -

REMARATRYNBE

MORAZ G BREARUALERE
2016%F12A31A L FEZ FEMBHE
FriRmE—H -

()

(i)

(iii)

AR2017F1A1AFR 2 B REE
B K o8 i B R T RSB ET R R
2R WEAUREENAREZ EE
AFBRAEREATE  HAAHE
REBTHEE -

E MR MR R2017E1A1B R
ZEHHRERBT RFIRBER
ZEAREEERE 2 RSB A
mTE :

EHHMHE  SBIE(B2018%F
s AR TATERBEX)
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EEME HEPZEAZANES
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EHUBR REEREHLAFN
HREAE  AERRMZEEL
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Interim Report 2017 & #i5R4 13



China Electronics Huada Technology Company Limited
FRIEFEARMKERAT

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

14

Estimates

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

In preparing this condensed consolidated interim
financial information, the significant judgments made by
management in applying the Group’s accounting policies
and the key sources of estimation of uncertainty were the
same as those that applied to the consolidated financial
statements for the year ended 31 December 2016.

Financial risk management

4.1 Financial risk factors

The Group’s activities expose it to a variety of
financial risks: market risk (including foreign
exchange risk, fair value interest rate risk and cash
flow interest rate risk), credit risk and liquidity risk.

The condensed consolidated interim financial
information does not include all financial risk
management 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 2016.

There have been no significant changes in the risk
management policies since year end.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

4  Financial risk management (Continued)
4.2 Liquidity risk

The table below analyses the Group’s financial
liabilities by maturity groupings based on the
remaining period at the balance sheet date to the
contractual maturity date. The amounts disclosed in
the table are based on the contractual undiscounted
cash flows of the financial liabilities.

China Electronics Huada Technology Company Limited
FREFEARKARAT

ARG E F M B ER M

4 HERBREEE)
42 RBELRARK

TR AEERSEE 2 DRAE
UL T IRRAEREZI AR - RIBREE
BEANTHAZRBDMETS
e RERFEBELERBESEDR
BAOZANRRSRENE -

30 June 2017
201756A30A
More than
1 year but less
Within 1 year than 2 years Total
—EHL
-%R BRRBRE 88
HK$'000 HK$'000 HK$'000
TiEn FHL FHT
Bank and other borrowings BAREMEE 2,352,924 - 2,352,024
Trade and other payables EHREMERNTE
(excluding salary payable (TREEREER
and other taxes payables) EfhERHE) 597,950 - 597,950
2,950,874 - 2,950,874

Interim Report 2017 & #i5R4 15



China Electronics Huada Technology Company Limited
FRIEFEARMKERAT

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

4  Financial risk management (Continued)

4.2 Liquidity risk (Continued)

AR S T HI R I E R

4 BIBEBREE(E)

42 REBESRER (F)

31 December 2016

2016F12A431H
More than
1 year but less
Within 1 year than 2 years Total
—FE
—&ER BB E “E
HK$’'000 HK$’'000 HK$’'000
FET FHET FET
Unsecured corporate bonds EIRMOEGE 3,146,555 - 3,146,555
Bank and other borrowings RITREMEE 488,573 - 488,573
Trade and other payables 85 N E A B
(excluding salary payable (TBREERHFER
and other taxes payables) Hpth R FIIE) 723,355 - 723,355
4,358,483 - 4,358,483
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China Electronics Huada Technology Company Limited
FREFEARKARAT

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

AR S T H M I E R M

4  Financial risk management (Continued) 4 HERABEE(

4.3 Fair value estimation 4.3 D AEME

Movements in the financial assets that are measured BARAREBHAEZSREEZE

at fair value during the period are as follows: N

Available-for-sale AREESREE

financial assets -HEEEER Level 1 Level 2 Level 3 Total

- Wealth management products £-8 £-8 £=4 am
HK$’000 HK$000 HK$’000 HK$’000

TR FET TER TR

Unaudited RBER

At 1 January 2017 R2017F1A1A - - 37,249 37,249

Exchange differences EHER - - 3,564 3,564

Additions # - - 147,385 147,385

Disposals HE = = (94,441) (94,441)

At 30 June 2017 H2017F6A308 - - 93,757 93,757

Audited RER

At 1 January 2016 H2016F181A - - 147,237 147,237

Exchange differences ERER - - (4,951) (4,951)

Disposals HE - - (105,037) (105,037)

At 31 December 2016 720165128318 - - 37,249 37,249

The investments as at 30 June 2017 represent
investments in certain wealth management
products issued by commercial banks in the
People’s Republic of China (the “PRC”). These
wealth management products are not principal
protected and with non-guaranteed return. They
are denominated in Renminbi (“RMB”) and can
be redeemed at any time. The fair value of these
investments were determined with reference to the
statements provided by the commercial banks.

201766 A30H 2 E/NFEA
RAMBE ([HE]) EERTETLZ
ETHEERERZRE -ZSUWE
BIEEMIRBIFRARIFRELR -
TIAARE TAREDFERTR
EAREREE - ZFREZARETD
REZMERTMEHRZEERED
EE -

Interim Report 2017 F HisR & 17



China Electronics Huada Technology Company Limited
FRIEFEARMKERAT

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

AR S T HI R I E R

5 Revenue and segment information 5 WARSBER
(a) Revenue (a) WA
Unaudited
RGEX
Six months ended 30 June
B Z6A30H LLXEA
2017 2016
20174 20164
HK$’ 000 HK$’'000
FExT FHET
Continuing operations BRESEZER
Sale of integrated HEEKNERER
circuit products 688,074 652,108
Discontinued operation ERIERE XK
Rental income from BWEMENHESBA
investment properties - 19,008
688,074 671,116
(b) Operating segments (b) EEHI
Management has determined the operating BFEECEBES (FBERERESE)

18

segments based on the reports reviewed by the
directors (the chief operating decision maker)
that are used to assess performance and allocate
resources. The directors assess the performance
of operating segment based on a measure of its
operating profit excluding unallocated corporate
income and expenses.

In prior years, the Group was engaged in the
following two operating segments:

—  Design and sale of integrated circuit chips; and

—  Development and management of electronic
information technology industrial parks.

As disclosed in Note 10, the development and
management of electronic information technology
industrial parks operating segment was disposed of
on 30 June 2016 and was classified as discontinued
operation of the Group accordingly.

The directors consider that the Group’s continuing
operations are operated and managed as a single
segment, accordingly no segment information is
presented for the continuing operations for the six
months ended 30 June 2017.
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China Electronics Huada Technology Company Limited
FREFEARKARAT

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

AR S T H M I E R M

5 Revenue and segment information (Continued) 5 WARDHEX

(b) Operating segments (Continued) (b) EEHI(

The unaudited segment revenue and results for the
six months ended 30 June 2016 are as follows:

B ZE2016F6A30H LE /AR Z RE
ERDERAREEZINOT

Discontinued
operation -
Development
and
Continuing management
operations - of electronic
Design and information
sale of technology
integrated industrial
circuit chips parks
HELE BRIEEEZ
: £
5 EFEREM
it E¥Rz Total
B& ERRER Eh
HK$'000 HK$'000 HK$'000
FET FET AT
Segment revenue AEHBA
Sale of integrated circuit products HEEKERER 652,108 - 652,108
Rental income from investment properties REMENHEE WA - 19,008 19,008
652,108 19,008 671,116
Share of result of a joint venture EE—HMAENREE 342 - 342
Fair value gains on investment RENED
properties DA EE - 45,395 45,395
(Impairment provision)/reversal of A (BE)
impairment provision /BB (7,774) 312 (7,462)
Depreciation and amortisation NEREBHER
expenses (30,231) - (30,231)
Gain on disposal of the HEBR LS
discontinued operation ZERZWE - 620,794 620,794
Segment results HEELE 63,547 655,784 719,331
Share of result of an associate B A REE 409,448
Unallocated corporate interest income vl NS N 25,806
Unallocated corporate expenses APEMRARAY (16,389)
Finance costs - net BEREK-FE (74,818)
Profit before taxation BRBATER 1,063,378
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China Electronics Huada Technology Company Limited
FEEFEARRBRAF]

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

5

20

Revenue and segment information (Continued)

(b) Operating segments (Continued)

Unallocated corporate income and expenses are
common income and expenses generated from
the operating segments as a whole and therefore
they are not included in the measurement of the
segments’ performance.

Revenues of HK$180,041,000 and HK$100,417,000
(2016: HK$154,331,000, HK$81,170,000 and
HK$64,869,000) respectively, are derived from 2
(2016: 3) external customers of the Group. These
revenues are attributable to the operating segment
of design and sale of integrated circuit chips. Save
as disclosed herein, no revenue derived from a
single external customer have exceeded 10% of the
revenue of the Group.

Nearly 100% of the Group’s revenue is attributable
to the market in the PRC and over 90% of the
Group’s non-current assets are located in the PRC.
No geographical information is therefore presented.
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AAENARBRARESZ BEED
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

6

Other income and gains - net

China Electronics Huada Technology Company Limited
FREFEARKARAT

AR S T H M I E R M

6 HfttlARKE-FE

Unaudited
RICEX
Six months ended 30 June
HZ6A30H LREA
2017 2016
20174 20164
HK$’000 HK$'000
FET FHET
Continuing operations BESECER
Government grants BUT B 11,926 30,206
Gain on disposal of a business HeE—EEBWE
(Note (a)) (K13t (a) 102,510 -
Exchange losses & 5 B8 (317) (54)
Interest income on short-term EHER R
deposits and investments BERMBIRA 335 1,410
Interest income on available- Al HE
for-sale financial assets S REEF WA 1,230 860
Others Hib 1,774 (1,205)
117,458 31,217
Discontinued operation ERIEEEZ¥K
Government grants BT 4 B = 2,371
Fair value gains on investment REWER
properties A ERE - 45,395
Interest income on entrusted loans ~ Z 3£ & 7 H B U A - 23,249
Interest income on available- At E
for-sale financial assets SREEMBMA - 287
Others Hith - (29)
= 71,278

(@ On 3 March 2017, CEC Huada Electronic
Design Co., Ltd (“Huada Electronics”) entered
into an agreement to dispose of its navigation
chips business for a cash consideration of
RMB100,000,000 to Shenzhen Huada Beidou
Technology Company Limited (the “Business
Transfer”). The Business Transfer was completed
in May 2017. The Group recognised a gain before

taxation of HK$102,510,000.

(a) M2017F3A3H 't mFEFEEK
EFRAEREERR([EKRE
FHAIUHBEURSEBEARE
100,000,0007T & H &k #71
FoRYIZERIE AR ER DA ([5
&) - FBEHEEN2017465A8
FERK o 7 5 B B SR — TE BR B AT U e

102,510,000 7T °
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China Electronics Huada Technology Company Limited
FRIEFEARMKERAT

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

7

22

Finance costs - net

AR S T HI R I E R

7 BERSF-FE

Unaudited
RISEX
Six months ended 30 June
BZ6A30B LA<EA
2017 2016
20174 20164
HK$’000 HK$'000
FBxT FET
Continuing operations BESECEK
Finance costs: BARA
- Interest expense on borrowings —fBEMBEZH 48,925 91,497
Finance income: BREWA -
- Interest income on cash ~HekREZEYD
and cash equivalents F EWA (5,601) (18,386)
Finance costs — net BB AR — F 43,324 73,111
Discontinued operation BRIEEE XK
Finance costs: A& RN
- Interest expense on borrowings - BEAMEXE - 3,703
Less: Amounts capitalised B ERWERN
on properties under [N
development (Note (a)) (Kt it(a) - (1,496)
- 2,207
Finance income: RE WA -
- Interest income on cash —“BekREEEY
and cash equivalents B A - (500)
Finance costs - net BRAMA — B = 1,707

(@) The capitalisation rate applied to funds borrowed
generally and used for the qualifying assets was
5.25% for the six months ended 30 June 2016.
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China Electronics Huada Technology Company Limited
FREFEARKARAT

NOTES TO THE CONDENSED CONSOLIDATED S RA4r & h HI B E R st
INTERIM FINANCIAL INFORMATION

8 Profit before taxation 8 KRBAVER
The Group’s profit before taxation has been arrived at REBZBRBAEFEMNBR(GEA) A
after charging/(crediting) the following: T&IFE :
Unaudited
RIGEX
Six months ended 30 June
BZE6A30H LLAEA
2017 2016
20174 20164
HK$’000 HK$'000
FET FHET
Continuing operations BRSEZER
Depreciation of property, WE - BERIBITE
plant and equipment 12,761 14,701
Amortisation of intangible assets E A EE 10,203 15,530
Provision for inventories FEZEE 6,602 4,671
(Reversal of impairment)/impairment & 5 i W 5018 2
provision for trade receivables wE (&R, EE (3,524) 3,103
Operating lease expenses on MEZKERERS
properties 7,017 8,621
Discontinued operation BRLEREZER
Reversal of impairment B 5 rEKFIE 2 BERR
provision for trade receivables - (812)
Operating lease expenses on MEZRERERX
properties - 175
Research and development costs for the continuing EHE2017F6 8308 IE N AFEKE
operations for the six months ended 30 June 2017 were ZEM 2R KK A A101,886,000
HK$101,886,000 (2016: HK$131,656,000), and mainly AT (20164 : 131,656,000/ 7T) * &
comprised of employee costs of HK$54,504,000 (2016: B 15 8 Tk 454,504,000 7T (20164 :
HK$82,570,000) and material costs of HK$10,750,000 82,570,000/% 7T) & #1 £t Bk 710,750,000
(2016: HK$13,360,000). No research and development 7T (20164 : 13,360,000/ 1) « R &
costs were capitalised during the six months ended 30 ZE2017E6 308 IE/NAA R » W EAFIE
June 2017 (2016: ni). R FABKAR T IAE AR (20164 « &) °
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China Electronics Huada Technology Company Limited
FRIEFEARMKERAT

NOTES TO THE CONDENSED CONSOLIDATED  f&BR%R4& o HR B 75 & BB 5T
INTERIM FINANCIAL INFORMATION

9 Taxation 9 BiE
Unaudited
RISEX
Six months ended 30 June
BZ6H308 1L AEA
2017 2016
20174 20164
HK$’000 HK$’'000
FBxT FET
Continuing operations BESECEK
Current taxation NEARIRIIE
- PRC corporate income tax — PR EMER 15,605 (8,136)
~ Withholding tax on distributed — B bt FlZ AN
profits (Note (c)) FRiS L (Htat(c) 219 961
15,824 (7,175)
Deferred taxation RETRIR
- PRC corporate income tax —FRECEMBR 1,988 7,595
— Withholding tax on undistributed ~ — & % B % K| 2 F2 40
profits (Note (c)) FR1SE (M7 3#(c)) 1,821 1,869
3,809 9,464
19,633 2,289
Discontinued operation BRIEEE %K
Current taxation NEAR R
- PRC corporate income tax — B EMER - 201
— Withholding tax on disposal of —HEBKRILEEEZ
the discontinued operation ¥ 2 BHAER - 14,385
= 14,586
Deferred taxation RIERIE
~ PRC corporate income tax —REREMEH = 16,246
- 29,832
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

9

Taxation (Continued)

(@) No provision for Hong Kong profits tax had been
made as the Group did not generate any assessable
profit in Hong Kong for the six months ended 30
June 2017 (2016: nil).

(b) In accordance with the corporate income tax laws of
the PRC, the applicable statutory tax rate of Huada
Electronics and Shanghai Huahong Integrated
Circuit Co., Ltd (“Huahong”) is 25%. However,
Huada Electronics qualifies as an “Integrated Circuit
Design Enterprises in National Planning Layout” and
Huahong qualifies as a “High and New Technology
Enterprise” and thus enjoys a 10% and a 15%
preferential tax rate, respectively.

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

Discontinued operation

On 30 June 2016, the Group disposed of its 100% equity
interest in China Electronics Technology Development
Co., Ltd (“CEC Technology”) to China Electronics Optics
Valley Union Holding Company Limited (“CEOVU”") for
a consideration of 1,058,530,083 new ordinary shares
of CEOVU and subscribed 1,491,469,917 new ordinary
shares of CEOVU for HK$1,193,175,934 in cash.

For the six months ended 30 June 2016, the profit of the
discontinued operation was HK$647,781,000.

Dividend

The Board does not recommend the payment of dividend
for the six months ended 30 June 2017 (2016: nil).

China Electronics Huada Technology Company Limited

TRETEAMBBRAT

ARG E F M B ER M

9

10

11

BE (E)

(a) HBHAAREBEREZE2017F6H30H 1E
NEAREBN EEEE A ERB
wA I EREBFEBIELBE
(20164 : #&) -

(b) REBEFRCEMESBENRTE  #
ARETFTREBENSEKRERARE
ERR(TET]) 2BREEREAR
25% AT - EREFEGIERR
EMBNERERRACEIERR
FURG SMBMEEIER B
HEAREFRETHBIZEZ10%K
15% 2 BB E -

(© REFBICEMSTANABMRE -
PEFEAZIIERECEABR S ME
FSMRE E 5 BLE2008F1 18 e
EEMEF - ZEREAHM10%H
BMAEH -

SRIEEE XK

201646 H30H « A & B LA & &
1,058,530,083/% #7 1 &t A B &
BAERAR ((HEXA]) EEBRLE
FEEFTHEREERAE ((FEH
1) Z100%B# T HELSRIAR S
1,193,175,934/8 7L R F#1,491,469,917 %
M EAS ERA

REZE2016F6 A30B IEAEA - B4 1E
K 2 7% 2 m ) /647,781,000 7T ©

BE

EFeMEEREE201746H30A X
& AR AR B (20164F « &) -
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China Electronics Huada Technology Company Limited
FRIEFEARMKERAT

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

12 Earnings per share

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

AR S T HI R I E R

12 BRER

TRERBFTIRE T BEE

Unaudited
RICER
Six months ended 30 June
HZ6H308 L AEA
2017 2016
20174 20164
Continuing operations HEREZER
Profit for the period from RRAERFEEE S
continuing operations BEREZEBZ
attributable to owners of BMrE A (FH8T)
the Company (HK$'000) 142,957 382,830
Weighted average number of ANGFESRER
ordinary shares for the purposes BF 2z L mphnkE
of basic earnings per share FHHE 2,029,872,000 2,029,872,000
Basic earnings per share (HK cents) & fi& £ 78 22 %) (&1L) 7.04 18.86
Discontinued operation BRIEEE %K
Profit for the period from RAFERFFHE BN
discontinued operation ERIEREZEB2
attributable to owners of BMAE A (FHET)
the Company (HK$’000) - 648,717
Weighted average number of AN E R ERZF
ordinary shares for the purposes L@ IAET
of basic earnings per share #H 2,029,872,000 2,029,872,000
Basic earnings per share (HK cents) & B¢ E A2 F GEAL) - 31.96
Continuing and discontinued FERERCARLRE
operations ZE®
Profit for the period attributable to 72t Bl #2535 5 & FEAG
owners of the Company Z HARiEF|
(HK$°000) (F#&x) 142,957 1,031,547
Weighted average number of ARG EERERET
ordinary shares for the purposes L@k INAE T
of basic earnings per share HE 2,029,872,000 2,029,872,000

Basic earnings per share (HK cents) &% E A 2 F| GEAL)

7.04

50.82

No diluted earnings per share is presented as the
Company did not have any potential ordinary shares
outstanding.
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China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

13

TRETEAMBBRAT

ARG E F M B ER M

Property, plant and equipment and intangible 13 ¥ BERRBNEFEE
assets
During the six months ended 30 June 2017, the Group REZE2017F6A30B AN AR » A&
had additions to property, plant and equipment of BRARAREDE MELRRBZRAE
HK$17,298,000 (2016: HK$24,107,000). 17,298,000/ 7t (20164 : 24,107,000/
TT) °
During the six months ended 30 June 2017, the Group REE2017F6A30R L ANEAR - AN&E
had additions to intangible assets of HK$15,277,000 ERARNABEEREEZKAB15,277,000
(2016: HK$18,945,000). 37T (20164 © 18,945,000/ 7T ) ©
Investment in an associate 14 RA—RBHEQARARE
Unaudited
RICEX
Six months ended 30 June
B Z6A30H LLXEA
2017 2016
20174 20164
HK$’000 HK$'000
FET FHET
Beginning of the period RIS 2,449,780 -
Additions 30 - 2,167,500
Share of result BIEEE 29,142 409,448
- Negative goodwill arising —AREELEzEBE
from acquisition - 409,448
— Share of post-acquisition profit — FEAG BB 1R % 29,142 -
Exchange differences P& =58 64,898 -
Dividend & 8 (51,000) -
Share of the revaluation gains FEAG W) 3 E (W
on properties 1,147 -
Share of exchange differences on FEIHREGINETH
translation of foreign operations E N ZE (3,127) -
End of the period HA SR 4 64 2,490,840 2,576,948
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China Electronics Huada Technology Company Limited
FEEFEARRBRAF]

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

14 Investment in an associate (Continued)

Particulars of the associate at 30 June 2017 and 31
December 2016 are as follows:

Place of

establishment/ Principal place of
Name incorporation operation and activities
£% Eygidis TEREHARER
CEOVU Cayman Islands PRC, development and
FELA Heis operation of business parks

TEEXECRRRER

AR S T HI R I E R

14 R—BEBERATRE

It & X /) 1201796 A30H &2016%F12

A3IBZFBHET

Interest held

Issued and iz:d £:3
fully paid 30 June 31 December
share capital 2017 2016
BRITR 20174 20165
HERE 6A30H 12A318
HK$800,000,000 31.88% 31.88%
800,000,0007% 7T

In the opinion of the directors, the associate, CEOVU is
material to the Group.

The fair value of the Group’s interest in CEOVU at 30
June 2017 based on the closing price of HK$0.75
per CEOVU ordinary share as quoted on The Stock
Exchange of Hong Kong Limited on 30 June 2017 was
HK$1,912,500,000.

There are no contingent liabilities relating to the Group’s

interest in the associate at 30 June 2017 (31 December
2016: nil).
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China Electronics Huada Technology Company Limited
FREFEARKARAT

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

AR S T H M I E R M

14 Investment in an associate (Continued) 14 R—BEBEATRE (&)

Set out below are the summarised financial information
of CEOVU and its subsidiaries:

FEEARAMBRARZUBERNT :

30 June 31 December
2017 2016
201746 H30H 2016%F12A31H
(Unaudited) (Audited)
(REEEFR) (&%)
HK$’000 HK$'000
FET FET
Current B
Assets BE 10,820,563 11,068,737
Liabilities =1 (4,107,286) (3,990,992)
Non-current ERE
Assets BE 4,283,305 3,747,864
Liabilities afE (2,616,598) (2,783,984)
Net assets AEFE 8,379,984 8,041,625
Net assets attributable to EERREX S ER
owners of CEOVU HEEZEAEFE 7,813,173 7,684,379
Investment in an associate R N RRE
(31.88%) (31.88%) 2,490,840 2,449,780
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION

14

30

Investment in an associate (Continued)

Set out below are the summarised financial information

of CEOVU and its subsidiaries: (Continued)

14 R—BEBERTRE(

(&)

AR S T HI R I E R

FEEARAMBRARZUBERNT :

Unaudited
REERZ

Six months ended
30 June 2017

HBZE2017F
6A30H L@ A
HK$’000
FBx
Revenue WA 1,503,359
Profit for the period attributable to owners HRENSBRPEXAESFEE
of CEOVU 91,412
Other comprehensive income for the period: BN HE M 2 UL S -
ltems that will not be subsequently TEHBRESEEHEF R
reclassified to profit or loss: EiEMIEE
Revaluation gains on properties LES: ALY & 3,597
Items that may be subsequently BB EN R E Rk
reclassified to profit or loss: BEHNEE -
Exchange differences on translation of MEBINETEIE R =58
foreign operations (9,810)
Total comprehensive income for the period HA2EHKREEGERRELS
attributable to owners of CEOVU HEEBRE 85,199
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

15 Trade and other receivables

For the design and sale of integrated circuit chips
operation, the majority of the Group’s sales are with
credit terms of 30 days to 135 days. The remaining
amounts are due immediately after the delivery of
goods. Included in trade and other receivables are
trade receivables (net of provision for impairment) of

China Electronics Huada Technology Company Limited
FREFEARKARAT

ARG E F M B ER M

15 H5REAMERRE

MEXRBECA 2R RBEEEKMS
REEZHERIH 2 EEH AR E
1350  ERHENRERER MR
B85 REMERKIEREE S EIR
FRIE (40 B R 18 % #5) 841,729,000 7T
(20164128318 : 895,515,000/ L)

HK$841,729,000 (31 December 2016: HK$895,515,000) HERITOT :
and their ageing analysis is as follows:

30 June 31 December
2017 2016
201756 A30H 2016512 A31H
(Unaudited) (Audited)
(RIEERK) (B&Z)
HK$’000 HK$’000
FET FET
Current to 30 days 308 A 239,053 161,025
31-60 days 31H£60H 204,199 155,766
61-180 days 61HE180H 271,675 387,025
Over 180 days and within 1 year 180B A ER1F R 59,579 68,299
Over 1 year 18+ 67,223 128,400
841,729 895,515
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NOTES TO THE CONDENSED CONSOLIDATED  f&BR%R4& o HR B 75 & BB 5T
INTERIM FINANCIAL INFORMATION

16 Trade and other payables 16 EZRHEMENRE
Included in trade and other payables are trade B LEMENZERIEE 5 ENKIE
payables of HK$404,183,000 (31 December 2016: 404,183,000/ 7t (2016 12A831H :
HK$335,416,000) and their ageing analysis is as follows: 335,416,000/ 7T) + HERE DT

30 June 31 December

2017 2016

201756 H30H 20169 12A31A°

(Unaudited) (Audited)

(REGEZX) (EZ)

HK$’000 HK$’'000

FET FHET
Current to 30 days 30H 161,961 201,178
31-60 days 31HZE60H 105,291 67,798
Over 60 days 60H M 136,931 66,440
404,183 335,416

32 Interim Report 2017 F AR &



China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

17 Unsecured corporate bonds

TRETEAMBBRAT

ARG E F M B ER M

17 \EALERS

30 June 31 December

2017 2016

201746 H30H 20169 12A31H

(Unaudited) (Audited)

(REEEFR) (&%)

HK$’000 HK$’000

FET FET

Beginning of the period/year B FE K 3,069,502 3,258,479
Interest and issue cost amortised BT 8RBT A 6,427 19,863
Exchange differences ERERE 41,838 (208,840)
Redemption i o] (3,117,767) -
End of the period/year HRFE RS - 3,069,502

On 16 January 2014, the Company issued 4.70%
unsecured bonds due 2017 in the principal amount of
RMB2,750,000,000 (the “Bonds”). The Bonds matured
on 16 January 2017. The Bonds bore interest at the rate
of 4.70% per annum, payable semi-annually in arrears.
The Bonds were listed on The Stock Exchange of Hong
Kong Limited. On 16 January 2017, the Company
redeemed the Bonds in full.

201451168 « AR A EITA S A5
A AR #2,750,000,0007T 42017 4F 5 £
HA.70%mERES ([ZEFH] - 2EH
BHR2017F1 A16 B BIH] - ZEHFIRFF
RAT0%TE - WETBEFERPRI( -
ZEHFREBBAEZHNAERDR L -
H2017F1A168 + AR FIE 2 HEEIZ
&% o
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FEBTEARERAH

NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION

18 Contingent liabilities

The Group did not have any material contingent liability
at 30 June 2017 (31 December 2016: nil).

18 HEEE

19 Related party transactions and balances 19 BBALIRZRE&R

The Group entered into the following material

transactions in the ordinary course of business with T#ITT THSHEERRS

related parties during the period:

AR S T HI R I E R

201766 A308 « AL E I EERE KX
KA BE (20165 12A318 « #)

REIRA SR B RS 258 SR A

(a) Significant transactions with related parties (a) EBABALTZEARRS
Unaudited
REERZ
Six months ended 30 June
HZ6H30R L XEA
2017 2016
201745 20164
HK$’000 HK$’000
FHET FET
(i) Continuing operations () BESE %%
CEC hEEFEHE
Interest expenses F B 1,529 -
Guarantee fee BRE 5,360 -
Companies under FHhEEFEME
common control of CEC HEZFZATE
Sale of products HEEM 74,881 76,204
Purchase of goods and services RS T & R 304,271 160,396
Interest income FE WA 579 361
Rental expenses eIl = 708
Interest expenses FEZH 5,648 3,208
Property management fee MEERE 3,254 3,365
Fees and commissions MRS 2
for financial services FEERAS 10 576
Catering service fee BERRBE 1,135 1,675
Addition of borrowings MIGEE 215,154 308,455
Repayment of borrowings BEEE 435,318 -
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

19 Related party transactions and balances (Continued)

(a) Significant transactions with related parties

(Continued)

(ii) Discontinued operation

China Electronics Huada Technology Company Limited
FREFEARKARAT

AR S T H M I E R M

19 BBRALRZREH (Z)

(a) HEABMALZEARS (H)

Unaudited
RBEX
Six months ended 30 June

BZE6A30H LLAMEA
2017 2016
201745 20164
HK$’000 HK$'000
FHET FHET

(i) ERIERE XK

Companies under ZHhEEFEME
common control of CEC HEZFEZATE
Property management fee MEETEE - 613
Fees and commissions iR 2
for financial services FEBLAS - 263
Associate |- 1N
Interest income B YA - 20,320
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China Electronics Huada Technology Company Limited

FEBTEARERAH

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

19 Related party transactions and balances (Continued)

(b) Significant balances with related parties

19 BBALIRZRER

AR S T HI R I E R

(b) ERBAEEAN 2 E KR

30 June 31 December
2017 2016
201756 H30H 2016512 A31H
(Unaudited) (Audited)
(REEEF®K) (&%)
HK$’000 HK$’000
FERT FHET
CEC FEETE
Other payables o fE 1 3R IE 3,457 3,354
Borrowings BE 69,131 67,076
Companies under THhEEFEME
common control of CEC HEZFZATE
Trade receivables B 5 W RIE 124,819 118,172
Other receivables Ho A fE UL KR 1,659 2,344
Deposits TR 131,805 112,718
Trade payables B 5 R RIE 280,214 197,092
Other payables EH fth JE A 1B 20,298 218,433
Borrowings & 69,798 290,233
Associate B N A
Interest receivables FEUF B, - 22,074
Other payables At & 5RIE = 56
Joint venture AERQT
Trade receivables B SRR RIE - 6,867

Other than the deposits and the borrowings which
are interest bearing, the above balances with related
parties were unsecured, interest-free and settled
according to the relevant contract terms. The
borrowings from related parties are unsecured and
with interest rate ranging from 4.00% — 4.35% per

annum.
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China Electronics Huada Technology Company Limited
FREFEARKARAT

NOTES TO THE CONDENSED CONSOLIDATED S RA4r & h HI B E R st
INTERIM FINANCIAL INFORMATION

19 Related party transactions and balances (Continued) 19 BBRALRZREH (Z)

() Key management compensation (c) FEEBEAEME
Unaudited
RICER
Six months ended 30 June
BZ6A30ALA<EA
2017 2016
20174 20164
HK$’000 HK$’'000
FET FHET
Salaries, allowances and e R
benefits in kind EWEF 3,698 4,072
Contributions to retirement RKEHEI
schemes HEIR 278 357
3,976 4,429
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China Electronics Huada Technology Company Limited
PEETFEARHARAR

REPORT ON REVIEW OF CONDENSED
CONSOLIDATED INTERIM FINANCIAL
INFORMATION

.
pwc

TO THE BOARD OF DIRECTORS OF

CHINA ELECTRONICS HUADA

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

Introduction

We have reviewed the condensed consolidated
interim financial information set out on pages
4 to 37, which comprises the consolidated
balance sheet of China Electronics Huada
Technology Company Limited (the “Company”)
and its subsidiaries (together, the “Group”) as
at 30 June 2017 and the related consolidated
income statement, consolidated statement of
comprehensive income, consolidated statement
of changes in equity and consolidated cash flow
statement for the six-month period then ended,
and a summary of significant accounting policies
and other explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of
a report on interim financial information to be in
compliance with the relevant provisions thereof
and Hong Kong Accounting Standard 34 “Interim
Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants. The
directors of the Company are responsible for the
preparation and presentation of this condensed
consolidated interim financial information in
accordance with Hong Kong Accounting Standard
34 “Interim Financial Reporting”. Our responsibility
is to express a conclusion on this condensed
consolidated interim financial information based
on our review and to report our conclusion solely
to you, as a body, in accordance with our agreed
terms of engagement and for no other purpose.
We do not assume responsibility towards or
accept liability to any other person for the
contents of this report.
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20176 A30E MR EEAELRN
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e & WIRMBEBE 2 ERERE
BEFoRE rswtzm\m&iﬂu
Eﬁﬂamoﬁzﬁ N ?fmwmmA
WEH;E@/&EL%?@TZ‘EH%E °

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong

T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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Scope of Review

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

Conclusion

Based on our review, nothing has come to
our attention that causes us to believe that
the condensed consolidated interim financial
information is not prepared, in all material
respects, in accordance with Hong Kong
Accounting Standard 34 “Interim Financial
Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 30 August 2017

China Electronics Huada Technology Company Limited
FREFEARKARAT
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China Electronics Huada Technology Company Limited
FRIEFEARMKERAT

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

Results overview

During the period, the Group’s continuing
operations comprised the design and sale of
integrated circuit chips. The Group discontinued
its development and management of electronic
information technology industrial parks operation
in June 2016. The analysis below reports only on
the continuing operations of the Group.

Revenue of the Group for the six months ended
30 June 2017 amounted to HK$688.1 million,
representing an increase of 5.5% when comparing
with the corresponding period of last year.
Profit attributable to owners of the Company
amounted to HK$143.0 million, representing a
decrease of 86.1% when comparing with the
corresponding period of last year. The decrease
in profit was primarily attributable to (i) for the
six months ended 30 June 2016, the Group had
recognised an one-off gain of HK$620.8 million
arising from the disposal of CEC Technology and
the subscription of new shares in CEOVU; and
(ii) for the six months ended 30 June 2016, the
Group had recognised an one-off accounting
gain representing negative goodwill of HK$409.4
million arising from the acquisition of 31.88%
interest in CEOVU. The basic earnings per share
was HK7.04 cents (2016: HK50.82 cents).
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

Integrated circuits design operation

The Group’s integrated circuits design operation
comprises the design of security smart card
chips and the development of application system.
Currently, our products are mainly used in
sectors such as identity authentication, social
security, telecommunication, financial security and
transportation. For the six months ended 30 June
2017, the Group has obtained 46 new patents
and registered 2 new integrated circuits layout
designs.

Driven by the demand for domestic financial
security chips resulting from the policy for
the issuance of state cryptographic algorithm
powered bank cards, and coupled with the
Group’s increased effort in exploring the overseas
telecommunication smart cards market’s needs
and strengthening cooperation with its customers,
both the sales volume and revenue of the Group
for the first half of 2017 recorded increases when
comparing with the corresponding period of last
year, and have compensated the impacts of the
decrease in the sales volume of social security
smart card chips resulting from drop in the
demand for issuance of new cards, and the year-
on-year decline of smart card chip selling prices
in general as a result of the further intensified
competition in the smart card chips market.
Revenue of the Group for the six months ended
30 June 2017 was HK$688.1 million, representing
an increase of 5.5% when comparing with the
corresponding period of last year.

China Electronics Huada Technology Company Limited
FREFEARKARAT
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China Electronics Huada Technology Company Limited
FRIEFEARMKERAT

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

With the intensified competition in the market of
telecommunication smart card chips and financial
security smart card chips, selling price of these
products dropped in general as compared with
those in 2016. In addition, the cost of production
of smart card chips remains to be high due to the
rising cost of raw materials and the constraint of
the foundry manufacturers’ production capacities.
All these factors have led to a decrease in the
Group’s overall gross profit margin in the first half
of 2017 to 37.2% (2016: 40.9%).

Selling and marketing costs for the six months
ended 30 June 2017 amounted to HK$43.8
million (2016: HK$52.4 million). As a percentage
to revenue, selling and marketing costs decreased
to 6.4% from 8.0% of the corresponding period
of last year. The decrease was mainly due to
the implementation of the reorganisation of its
staff structure as part of the Group’s business
integration and implementation of stringent cost
control measures.

Administrative expenses for the six months
ended 30 June 2017 amounted to HK$150.3
million, representing a decrease of 23.4%
when comparing with the corresponding period
of last year, which was primarily due to the
decrease in research and development costs
during the period. The decrease in research and
development costs was because a number of
product research and development projects were
still in the initial product design stage during
the first half of 2017, the implementation of the
reorganisation of its staff structure as part of the
Group’s business integration and implementation
of stringent cost control measures.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

Research and development costs for the six
months ended 30 June 2017 was HK$101.9
million (2016: HK$131.7 million), which
represented 14.8% of the revenue for the six
months ended 30 June 2017 (2016: 20.2%).
Research and development during the period
primarily focused on areas such as the continuous
running-in of existing process and advanced
research of new process, enhancement of product
security certification level and the development of
application systems.

Other income and gains - net

For the six months ended 30 June 2017, the
Group disposed of its navigation chips business
and recognised a gain before taxation of
HK$102.5 million. Details of the disposal are set
out in Note 6(a) of the interim report.

Government grants recognised as income
decreased by 60.5% to HK$11.9 million for the
six months ended 30 June 2017 resulted from
less government subsidies for research and
development costs incurred in the period.

Share of result of an associate

CEOVU, our associate listed on The Stock
Exchange of Hong Kong Limited, is principally
engaged in the business of development and
operation of large-scale business parks in the
PRC. The Group’s share of result from CEOVU
for the six months ended 30 June 2017 was
HK$29.1 million, representing a decrease of
92.9% when comparing with the corresponding
period of last year, which was primarily due to
the Group had recognised an one-off accounting
gain representing negative goodwill of HK$409.4
million arising from the acquisition of 31.88%
interest in CEOVU for the six months ended 30
June 2016.

China Electronics Huada Technology Company Limited
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China Electronics Huada Technology Company Limited
FRIEFEARMKERAT

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

Outlook

The domestic and overseas integrated circuits
industry is highly competitive. Currently,
the application of smart card chips of the
Group is mainly in the field of such as identity
authentication, social security, telecommunication,
financial security and transportation, etc. After
many years of development, the Group has
gained a relatively larger market share and has
established a leading position in these smart
card chip sectors in the PRC. Looking forward, in
face of the challenge of intensified competition,
the Group will closely track and respond to the
demand of the market, actively explore new
industry and corporate customers in the domestic
market and strengthen the establishment of sales
channels. On the other hand, the Group will
capitalise on the trading relationship established
with countries along the route of the “Belt
and Road Initiative”, and step up its efforts in
developing the overseas market through actively
launching promotion of the Group’s security smart
card chips to these countries, and emphasise on
the new business layout that could drive our future
revenue growth.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

The Group will continue to adhere to its
independent innovation development strategy,
increase its investments in science and
technology, continue to launch new products
that lead the market, and actively expand into
smart card chip design business such as financial
security and telecommunication, and strive to
become a world leading supplier of security
smart card chips and corresponding system
solutions. In addition, based on its independently
developed security technology, smart card chips
design technology and application technology
accumulated over the years and a market
orientated approach, the Group will strengthen
its research in areas such as Internet of Things
technology, security technology, smart card chips
technology, and production process technology,
and step by step carry out the development of
products such as Internet of Things security
chips and Internet of Things secure operation and
maintenance platforms, as well as applications
for industries such as smart cities, intelligent
manufacturing, intelligent transportation and
intelligent home, and continuously strive to
enhance its core competitiveness in the industry
and the market of Internet of Things.

Dividend
The Board does not recommend the payment of
dividend for the six months ended 30 June 2017
(2016: nil).

China Electronics Huada Technology Company Limited
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China Electronics Huada Technology Company Limited
FRIEFEARMKERAT

MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

The Group generally finances its working capital
and funding requirements through internal
resources, bank and other borrowings, and
issuance of corporate bonds. At 30 June 2017,
the Group had cash and cash equivalents
amounted to HK$456.7 million, of which 80.5%
was denominated in Renminbi, 17.8% in Hong
Kong dollars and 1.7% in United States dollars
(81 December 2016: HK$911.9 million, of which
93.0% was denominated in Renminbi, 6.4% in
Hong Kong dollars and 0.6% in United States
dollars).

At 30 June 2017, the Group had bank and other
borrowings of HK$2,310.1 million, of which 95.7%
were denominated in Renminbi and 4.3% in Hong
Kong dollars (31 December 2016: HK$477.6
million, of which 74.8% were denominated in
Renminbi and 25.2% in Hong Kong dollars).
Among these borrowings, (i) all were unsecured
(31 December 2016: HK$120.2 million were
secured by short-term deposits of the Group
and HK$357.4 million were unsecured), and (ii)
HK$2,210.1 million and HK$100.0 million were
borrowed at fixed and variable interest rates
respectively (31 December 2016: HK$357.3
million and HK$120.3 million were borrowed at
fixed and variable interest rates respectively). At
30 June 2017, committed borrowing facilities
available to the Group but not drawn amounted to
HK$1,035.9 million.

At 30 June 2017, the Group did not have any
pledged asset (31 December 2016: certain assets
of the Group with an aggregate carrying value of
HK$126.5 million were pledged as collateral for
borrowings of the Group).

In January 2017, the Company redeemed the

4.70% unsecured bonds due 2017 in the principal
amount of RMB2,750.0 million in full.
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review (Continued)

The Group’s revenue are mainly denominated
in Renminbi and payments are denominated in
Renminbi and Hong Kong dollars. The Group will
make use of hedging contracts, when appropriate,
to hedge the risk of foreign exchange fluctuation
arising from its operations.

At 30 June 2017, the Group had net current
liabilities of HK$1,179.6 million (31 December
2016: HK$1,239.5 million). The gearing ratio,
which is calculated as net debt divided by total
capital of the Group, was 50.8% (31 December
2016: 61.1%).

At 30 June 2017, the Group did not have any
material capital commitment (31 December
2016: nil) for the acquisition of fixed assets and
intangible assets. The Group did not have any
material contingent liability at 30 June 2017 (31
December 2016: nil).

Employee and Remuneration
Policies

At 30 June 2017, the Group had approximately
395 employees, the majority of whom were based
in the PRC. Employee benefit expenses during the
period were HK$109.3 million.

The Group recognises the importance of high
calibre and competent staff and has a strict
recruitment policy and performance appraisal
scheme. Remuneration policies are largely in line
with industry practices, and are formulated on
the basis of performance and experience and will
be reviewed regularly. Bonuses and other merit
payments are linked with the performance of
the Group and of the individuals as incentive to
optimise performance.
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China Electronics Huada Technology Company Limited
FRIEFEARMKERAT

OTHER INFORMATION

Directors’ and Chief Executive’s
Interests and Short Positions in
Shares, Underlying Shares and
Debentures

At 30 June 2017, Mr. Dong Haoran, a non-
executive director of the Company and Chairman
of the Board, had personal interest (long
position) in 4,672,420 shares of the Company
(representing 0.23% of the issued share capital
of the Company). Mr. Jiang Juncheng, a non-
executive director of the Company, had personal
interest (long position) in 1,139,420 shares of
the Company (representing 0.06% of the issued
share capital of the Company). Save as disclosed
herein, none of the directors nor the chief
executive of the Company had any interests or
short positions in the shares, underlying shares
or debentures of the Company or any of its
associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance
(the “SFQ”)), which were recorded in the register
maintained by the Company pursuant to Section
352 of the SFO or as otherwise notified to the
Company and The Stock Exchange of Hong Kong
Limited pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the
“Model Code”) as set out in Appendix 10 to the
Listing Rules.
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OTHER INFORMATION

Directors’ Rights to Acquire Shares
or Debentures

At no time during the six months ended 30 June
2017 was the Company, its holding companies
or any of its subsidiaries or fellow subsidiaries a
party to any arrangements to enable the directors
of the Company or their respective associates
(as defined under the Listing Rules) to acquire
benefits by means of acquisition of shares in, or
debentures of, the Company or any other body
corporate.

Shareholders with Notifiable Interests

At 30 June 2017, the register maintained by the
Company pursuant to Section 336 of the SFO
showed that the following persons (other than the
directors or chief executive of the Company) had
notified the Company that they had an interest
of 5% or more in the issued share capital of the
Company:

Name of interested party

China Electronics Corporation

China Electronics Huada Technology Company Limited
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MR2017F6A30R  REFALHE
1551 5533615 A A R BEETF 2 Z Ll
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BEARDRBEITRAS%K A £ 2 #
ﬁI\L:

(BVI) Holdings Company
Limited (“CEC (BVI)")

Huada Semiconductor Co., Ltd
(“Huada Semiconductor”)
(Note 1)

CEC (Note 2)

Number of
shares held
or attributable Percentage of
BERES shareholding
FEREREELR RPEAE BRESL
China Electronics Corporation 812,500,000 40.03%
(BVI) Holdings Company
Limited ([ CEC (BVI)])
EAYERERAA 1,208,180,000 59.42%
(TEX+ER))
(hfzt1)
FEETFEE (Wi2) 1,206,180,000 59.42%
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OTHER INFORMATION

Shareholders with Notifiable
Interests (Continued)

Notes:

(1) Huada Semiconductor holds 100% equity interest in
CEC (BVI). Pursuant to the SFO, Huada Semiconductor
is deemed to be interested in the 812,500,000 shares of
the Company held by CEC (BVI).

(2) CEC holds 100% equity interest in Huada
Semiconductor. Pursuant to the SFO, CEC is deemed
to be interested in the shares of the Company held by
Huada Semiconductor. The Board regards CEC, a state-
owned enterprise established under the laws of the PRC,
as being the ultimate holding company of the Company.

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

Save as disclosed above, at 30 June 2017,
the Company had not been notified of any
other interest or short position in the shares or
underlying shares of the Company which were
required to be recorded in the register required to
be kept under Section 336 of the SFO.
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OTHER INFORMATION

Purchase, Sale or Redemption of
Securities

Neither the Company nor any of its subsidiaries
had purchased or sold any of the Company’s
shares and the Company had not redeemed any
of its shares during the six months ended 30 June
2017.

Corporate Governance Code

The Company is committed to achieving the best
corporate governance practices by emphasising
its accountability, transparency, independence,
responsibility and fairness. The Company is
dedicated to exercise corporate governance
through regular reviews of its adopted practices
with reference to the Corporate Governance Code
(the “CG Code”) as set out in Appendix 14 to the
Listing Rules.

The Company has complied with all the applicable
code provisions in the CG Code throughout the
six months ended 30 June 2017.

The Model Code for Securities
Transactions by Directors

The Company has adopted the Model Code to
regulate the directors’ securities transactions.
All directors have confirmed, following specific
enquiry by the Company, that they have fully
complied with the Model Code throughout the six
months ended 30 June 2017.
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OTHER INFORMATION

Audit Committee

The audit committee of the Board has reviewed
the unaudited condensed consolidated interim
financial information of the Group for the six
months ended 30 June 2017.

Directors’ Particular

Changes in particular of the directors of the
Company are set out below:

Mr. Qiu Hongsheng ceased to be the independent
director of Beijing Tiantan Biological Products
Co., Ltd (a company listed on the Shanghai Stock
Exchange) in May 2017.

Mr. Chan Kay Cheung ceased to be the senior
advisor of The Bank of East Asia, Limited and
the chairman of Shaanxi Fuping BEA Rural Bank
Corporation in June 2017.

Mr. Dong Haoran ceased to be the executive
director of Huada Electronics in August 2017.

Mr. Liu Hongzhou was appointed as the executive
director of Huada Electronics in August 2017.

By Order of the Board

Dong Haoran
Chairman

Hong Kong, 30 August 2017
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