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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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1H 2017 Change

US$'000
Unaudited
Revenue 381,304 154 %
Cost of sales (261,202) 13.1 %
Gross profit 120,102 20.4 %
Other income and gains 10,321 65.3 %
Selling and distribution expenses (3,253) 141 %
Administrative expenses (46,543) 19.8 %
Other expenses (4,554) 51.2 %
Finance costs (1,049) 22.4 %
Share of profits/(loss) of an associate (141) (3,760.3)%
Profit before tax 74,883 32.5 %
Income tax expense (6,464) 102.4 %
Profit for the period 68,419 25.9 %
Attributable to:

Owners of the parent 68,419 255 %
Non-controlling interests - -

Explanation of items with fluctuation over 5% in 1H 2018

Revenue

Revenue reached another all-time high of US$440.0 million, an increase of 15.4% compared to 1H 2017, primarily due
to increased average selling price and strong demand for MCU, Deep-TrenchSuper-dunction MOSFET (DT-SJNFET),
smart card IC, IGBT and other PMIC products.

Cost of sales

Cost of sales was US$295.3 million, an increase of 13.1% compared to 1H 2017, primarily due to increased wafer
shipments and depreciation expenses.

Gross profit

Gross profit was US$144.6 million, an increase of 20.4% compared to 1H 2017, primarily due to increased average
selling price, wafer shipments and high utilization.

Other income and gains

Other income and gains were US$17.1 million, an increase of 65.3% compared to 1H 2017, primarily due to increased
general subsidies, interest income and fair value gains on financial assets at fair value through profit or loss.

Selling and distribution expenses

Selling and distribution expenses were US$3.7 million, an increase of 14.1% compared to 1H 2017, primarily due to
increased labor expenses.
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Administrative expenses

Administrative expenses were US$55.8 million, an increase of 19.8% compared to 1H 2017, primarily due to an
impairment provision, increased labor expense and professional services expenses.

Other expenses

Other expenses were US$6.9 million, an increase of 51.2% compared to 1H 2017, mainly due to increased foreign
exchange loss.

Finance costs

Finance costs were US$1.3 million, an increase of 22.4% compared to 1H 2017, primarily due to increased interest
rate.

Share of profits/(loss) of an associate

Share of profit of an associate was US$5.2 million, compared to loss of US$0.1 million in 1H 2017, due to profit realized
by the associate.

Income tax expense

Income tax expense was US$13.1 million, an increase of 102.4% compared to 1H 2017, primarily due to increased
taxable profit.

Profit for the period
As a result of the cumulative effect of the above factors, profit for the period was US$86.1 million, an increase of 25.9%

compared to 1H 2017. Net profit margin was 19.6%, an increase of 1.7 percentage points compared to 17.9% in 1H
2017.

HUA HONG SEMICONDUCTOR LIMITED



31 December

2017 Change
US$'000
Audited

Non-current assets
Property, plant and equipment 733,462 (0.8)%
Investment property 179,586 (1.2)%
Investment in an associate 57,577 7.6 %
Available-for-sale investments 215,864 (100.0)%
Equity instruments at fair value through

other comprehensive income = 100.0 %
Other non-current assets 38,385 119.0 %
Total non-current assets 1,224,874 3.5 %
Current assets
Inventories 115,578 10.7 %
Trade and notes receivables 112,372 8.1 %
Other current assets 57,062 10.1 %
Financial assets at fair value through profit or loss - -
Restricted and time deposits 193,530 (66.9)%
Cash and cash equivalents 374,890 123.2 %
Total current assets 853,432 64.4 %
Current liabilities
Trade payables 68,124 (2.3)%
Other current liabilities 207,964 75 %
Interest-bearing bank borrowings 60,751 (0.1)%
Total current liabilities 336,839 42 %
Net current assets 516,593 103.7 %
Non-current liabilities
Interest-bearing bank borrowings 32,139 (8.3)%
Deferred tax liabilities 14,123 (37.3)%
Total non-current liabilities 46,262 (17.2)%
Net assets 1,695,205 34.6 %

Explanation of items with fluctuation over 5% from 31 December 2017 to 30 June 2018
Investment in an associate

Investment in an associate increased from US$57.6 million to US$61.9 million, primarily due to profit shared from the
associate in the period.

Available-for-sale investments

Available-for-sale investments under HKAS 39 were transferred to equity instruments at fair value through other
comprehensive income under HKFRS 9 after 1 January 2018.

Other non-current assets

Other non-current assets increased from US$38.4 million to US$84.1 million, primarily due to increased prepaid land
lease payments.
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Inventories

Inventories increased from US$115.6 million to US$128.0 million, primarily due to increased materials and finished
goods for increased wafer demand from customers.

Trade and notes receivables
Trade and notes receivables increased from US$112.4 million to US$121.5 million, primarily due to higher revenue.
Other current assets

Other current assets increased from US$57.1 million to US$62.8 million, primarily due to increased trade receivables
from related parties resulting from higher revenue and increased advanced payments to suppliers.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss was US$190.1 million, representing financial products purchased
from banks.

Restricted and time deposits

Restricted and time deposits decreased from US$193.5 million to US$64.1 million, due to payout from investment in
time deposits.

Cash and cash equivalents

Cash and cash equivalents increased from US$374.9 million to US$836.7 million, mainly due to (i) US$565.0 million
of equity injection to Hua Hong Semiconductor (Wuxi) Limited, our JV subsidiary, (ii) payout of US$139.6 million from
investment in time deposits, (iii) US$109.5 million generated from operating activities, (iv) US$6.4 million of interest
income, and (v) US$2.8 million proceeds from share option exercise. This was offset by (i) investment in financial
assets at fair value through profit or loss of US$197.8 million, (ii) capital investments of US$115.6 million, (iii) dividend
payments of US$41.1 million, (iv) a repayment of bank borrowings of US$2.3 million, and (v) interest payments of
US$1.2 million. Additionally, there was a negative adjustment of US$3.5 million due to RMB depreciation.

Other current liabilities

Other current liabilities increased from US$208.0 million to US$223.6 million, primarily due to increased dividend
payables and advances from customers, partially offset by payments of taxations and year-end bonus for 2017.

Interest-bearing bank borrowings (non-current)

Interest-bearing bank borrowings (non-current) decreased from US$32.1 million to US$29.5 million, due to a repayment
of bank borrowings.

Deferred tax liabilities

Deferred tax liabilities decreased from US$14.1 million to US$8.9 million, primarily due to a reversal of dividend
withholding tax accrued for 2017.

HUA HONG SEMICONDUCTOR LIMITED



1H 2017 Change

US$'000

Unaudited
Net cash flows generated from operating activities 94,624 15.7 %
Net cash flows used in investing activities (158,981) 53%
Net cash flows generated from/(used in) financing activities (40,748) (1,383.9)%
Net increase/(decrease) in cash and cash equivalents (105,105) (542.7)%
Cash and cash equivalents at beginning of the period 341,255 9.9 %
Effect of foreign exchange rate changes, net 5,287 (165.5)%
Cash and cash equivalents at end of the period 241,437 246.6 %

Net cash generated flows from operating activities

Net cash flows generated from operating activities increased from US$94.6 million to US$109.5 million, primarily due to
higher revenue.

Net cash flows used in investing activities

Net cash flows used in investing activities were US$167.4 million, primarily attributed to (i) US$197.8 million for
investment in financial assets at fair value through profit or loss, and (ii) US$115.6 million for capital investments, offset
by (i) payout of US$139.6 million from investment in time deposits, and (ii) receipts of US$6.4 million of interest income.
Net cash flows generated from/(used in) financing activities

Net cash flows generated from financing activities were US$523.2 million, including (i) US$565.0 million of equity
injection to Hua Hong Semiconductor (Wuxi) Limited, our JV subsidiary and (ii) US$2.8 million proceeds from share
option exercise, partially offset by (i) dividend payments of US$41.1 million, (ii) a repayment of bank borrowings of
US$2.3 million, and (iii) interest payments of US$1.2 million.

Net increase in cash and cash equivalents

As a result of the cumulative effect of the above factors, cash and cash equivalents increased from US$374.9 million
as of 31 December 2017 to US$836.7 million as of 30 June 2018.
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The overall semiconductor market continued to be very strong in the first half year of 2018, driven by automotive, loT
and emerging applications that require more electronic devices.

Keeping pace with the overall market, the Company reached historically high semi-annual revenue in the first
six months of 2018, propelled by successful execution of the Company’s strategy of differentiated, value-added
technologies.

The utilization rate remains close to 100% due to strong market demand. We continue to expand capacity and optimize
the product mix. For example, more power discrete capacity was allocated to high voltage technologies, such as split-
gate trench MOSFET, DT (Deep Trench)-SIJNFET and IGBT, resulting in higher ASPs and gross margin.

Wafer shipments for financial IC cards have been growing rapidly due to the strong penetration of Chinese design
houses into China’s domestic financial IC card market.

Meanwhile, increased demand from emerging market applications such as wireless charging coupled with a supply
shortage in the MCU market have driven the strong demand for eNVM technologies.

The share of Company revenue by China-region customers has been growing continuously, fueled by strong demand
from the mainland market as well as stimulation by a series of industrial polices.

Construction of Huahong Wuxi commenced in March, 2018, and technology development for this 300mm wafer
fabrication facility has been started by a focused R&D team. Looking forward, we will continue to prudently implement
the successful corporate strategy of differentiated technologies. We will also be able to serve our customers even
better thanks to expanded capacity on both 200mm and 300mm wafers.

HUA HONG SEMICONDUCTOR LIMITED
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To the board of directors of Hua Hong Semiconductor Limited
(Incorporated in Hong Kong with limited liability)

We have reviewed the accompanying interim condensed
consolidated financial information set out on pages 22 to 62 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 2018 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-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 information 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 of the company are responsible for the preparation
and presentation of this interim condensed consolidated financial
information in accordance with HKAS 34. Our responsibility is
to express a conclusion on this interim condensed consolidated
financial information 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.

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 information consists
of making inquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an
audit. Accordingly, we do not express an audit opinion.

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

Ernst & Young
Certified Public Accountants

7 August 2018
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Interim Condensed Consolidated Statement Of

Profit Or Loss

For The Six Months Ended 30 June 2018

I:Fl /HH FE%- Eﬂ %é*ﬁé% BE-Z—\FAA=+ALAEA

For The Six Months Ended

30 June
BZEARA=1+RHLXEA
2018 2017
—E-N\E —E—F
(Unaudited) (Unaudited)
(REEZX) (REEEZ)
Notes (US$'000) (US$'000)
et (F=x) (F=7T)
Revenue HERA 4 439,961 381,304
Cost of sales SHERAR (295,330) (261,202)
Gross profit ES 144,631 120,102
Other income and gains E A A R as 4 17,064 10,321
Selling and distribution expenses HENRDHER (3,712) (3,253)
Administrative expenses EIEEA (55,765) (46,543)
Other expenses Hih & A (6,884) (4,554)
Finance costs W5 ER 6 (1,284) (1,049)
Share of profit/(loss) of an associate PIE—REEE R RRF]/
(E8) 5,161 (141)
PROFIT BEFORE TAX B AR F ) 99,211 74,883
Income tax expense FS R 7 (13,083) (6,464)
PROFIT FOR THE PERIOD Bzl 86,128 68,419
Attributable to: AN EIBFEG
Owners of the parent [SYNEILYEPN 85,888 68,419
Non-controlling interests Eealiig T 240 =
86,128 68,419
EARNINGS PER SHARE ATTRIBUTABLETO & A Rl & @R #EiEHE AE
ORDINARY EQUITY HOLDERS OF HEREF :
THE PARENT: 8
Basic AR
— For profit for the period — BT 0.08% 7T 0.07%7T
Diluted #E
— For profit for the period — HAR % ) 0.08% T 0.07%7T

22 HUAHONGSEMICONDUCTORLIMITED# 4T - 48 R /A 7)



Interim Condensed Consolidated Statement Of
Comprehensive Income

 PHIARES R EWER

For The Six I\/Iomhs Ended 30 June 2018
HE—Z— ) \FRAA=tHL E

For The Six Months Ended

30 June
BEAA=1+HLAXEA
2018 2017
—E-N\E T F
(Unaudited) (Unaudited)
(RIEERZ) (REEEZ)
(US$'000) (US$'000)
(F%5x) (F=m)
PROFIT FOR THE PERIOD HRRR 86,128 68,419
OTHER COMPREHENSIVE (LOSS)/INCOME Hib2m (B518) W
Other comprehensive income REZBETEENHEE
not to be reclassified to profit or BamMEMEmEmlE
loss in subsequent periods:
Net gain on equity instruments at RAnEBEFAHEMEEKER
fair value through other comprehensive e T RS - JIBRTBIE
income, net of tax 1,545 -
Other comprehensive income REZHBEFSEEERN
to be reclassified to profit or Efth 2 Al -
loss in subsequent periods:
Exchange differences on translation BREBINESEERINEZ R
of foreign operations (30,446) 36,159
OTHER COMPREHENSIVE (LOSS)/INCOME HAEMEE (BR) ks
FOR THE PERIOD, NET OF TAX HpFiE (28,901) 36,159
TOTAL COMPREHENSIVE INCOME FOR HRZEREEEE
THE PERIOD 57,227 104,578
Attributable to: LA IR -
Owners of the parent ISYNEILZ-PN 65,362 104,578
Non-controlling interests PR S (8,135) -
57,227 104,578
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Property, plant and equipment
Investment property

Prepaid land lease payments
Intangible assets

Investment in an associate
Available-for-sale investments

Equity instruments at fair value through

other comprehensive income
Long term prepayments
Deferred tax assets

Total non-current assets

Inventories

Trade and notes receivables

Prepayments, deposits and
other receivables

Due from related parties

Financial assets at fair value
through profit or loss

Restricted and time deposits

Cash and cash equivalents

Total current assets

Trade payables

Other payables, advances from
customers and accruals

Interest-bearing bank borrowings

Government grants

Due to related parties

Income tax payable

Total current liabilities

WE - BELRE
REWF
BN L E IR
BVEE
R—EB L R RMIE
AEHERE
BEARBEFARMER
Wan g T A
REFEN TR
EETRIRE E

FERENEEAREE

Ay
B ZEUGRIA R EWEE
FBHIE - EHE2 Rk
H At FEUGRIR
JE U BB 5 FRIE
BRARBEAERED
SREE
B R4 n&iﬁﬁﬁm&
RekREEEBY

mENE AR

B BN

HAb AR - FBUERR
NEHER

FHRERTTHER

B8

JEAS BB 07 R

e PSR

mB B BB

HUA HONG SEMICONDUCTOR LIMITED #E4T 8885 R A ]

Notes

Wit

10
11

12

12

13
14

23(c)

12
15
15

16

17

18

19
23(c)

31 December
2017

— = —tﬁi
+=—A=+—AH
(Audited)
(fez=1z)
(US$'000)
(F=%7T)

733,462
179,586
20,634
7,411
57,577
215,864

3,266
7,074

1,224,874

115,578
112,372

10,074
46,988

193,530
374,890

853,432

68,124

129,908
60,751
40,523
10,885
26,648

336,839
516,593

1,741,467
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Interim Condensed Consolidated Statement Of
Financial Position

s PHARSERAR & B ISR R

Z-\FARHA=TH

30 June 31 December
2018 2017
—g-\F  —F—tF
~B=+H +=-—A=+—H
(Unaudited) (Audited)
(REER) (B#EZ)
Notes (US$'000) (US$'000)
Hiaz (F=x) (F=71)
NON-CURRENT LIABILITIES FEREBEE
Interest-bearing bank borrowings STERITER 18 29,471 32,139
Deferred tax liabilities RERIBEE 8,855 14,123
Total non-current liabilities IERE B ERRE 38,326 46,262
Net assets EESE 2,281,270 1,695,205
EQUITY =
Equity attributable to owners BATER ABGER
of the parent
Share capital &R 20 1,558,999 1,554,870
Reserves 1 165,406 140,335
1,724,405 1,695,205
Non-controlling interests JEFERG HE 2 556,865 -
Total equity EREEE 2,281,270 1,695,205
Suxin Zhang JunYe
REN =g
Director Director
EZE EZE
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Interim Condensed Consolidated Statement of

Changes in Equity

j’\ =

H a H 2 ACHE 2 ( &= For The Six Months Ended 30 June 2018
7 Eﬁ w9 Eﬁ]l =— \FAA=+ALEAEA

Attributable to owners of the parent

BREEEARS
Other
reserve
Share and Asset  Statutory Exchange Non-
Share Merger option contributed  Fair value revaluation reserve fluctuation Accumulated controlling Total
capital reserve reserve surplus reserve  reserve# fund reserve losses Total interests equity
BRE HttRER LAEE  EEER EE  EXRD FER
B AHHEE #E  HREH 1 fEs  REES e RitEE At BiE  RRAR
USS$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
TEn TEn TEn e e RET RET RV FEn e FEn EI
(note 20)
(HizH20)
At 1 January 2018 as previously report A =E—\E—F—H
(InBEHRE) 1,554,870 645,494" 7,083* 45,097* - 99,257* 52,173" 113518* (822,287)" 1,695,205 - 1,695,205
Impact of adopting HKFRS 9 (note 2.2) {7 & B8 153k %8
FORNTE
(Mfit22) - - - - 1,046 - - - - 1,046 - 1,046
At 1 January 2018 as restated W=Z-)\¥—A—H
(& &51) 1,554,870  645,494* 7,083 45,097* 1,046 99,257* 52,173" 113518* (822,287) 1,696,251 - 1,696,251
Profit for the period R - B = = = - - = 85,888 85,888 240 86,128
Other comprehensive loss for the period: EiRIE fi 2 FIAGE :
Equity instruments at fair value through 224 BEF ALK
other comprehensive income: 2EBERER
TE:
Changes in fair value, net of tax AnEEZE  MRHE - - - ~ 1,545 - 3 = = 1,545 = 1,545
Exchange differences on translation &GS EBELH
of foreign operations SEER - - - - = = - (2207) = (22,071) (8375)  (30446)
Total comprehensive income BN ERRESE
for the period - - - - 1545 - - (22071) 85,888 65,362 (813%) 57217
Capital contribution from FERERTE
non-controlling interests - - - - - = = = = - 565000 565,000
Issue of shares FIRe 4129 - (1,249) - - - - - - 2,880 - 2,880
Equity-settled share option arrangements g &84
R - - 1,007 - - - - - - 1,007 - 1,007
Final 2017 dividend declared E-T—+F
R _ B 1 - B - - (41095)  (41,09) - (410%)
Transfer from retained profits Eﬁﬁ BFRA
generated by a subsidiary EENE ﬁmﬂ - - - - = = 8,464 = (8,464) - - -
At 30 June 2018 (Unaudited) RZB-N\F
~A=TH
(Rig&E%) 1558999 645,494 6,841* 45,097 2,591 99,257* 60,637* 91,447* (785,958)" 1,724,405 556,865 2,281,270
At 1 January 2017 WZF—tF-F—H 1550,164  645494" 5,203* 45,097 - 99,257* 37,010 19,041* (912,580)" 1,488,686 - 1,488,686
Profit for the period A - - - X = = = - 68,419 68,419 - 68,419
Other comprehensive income BNEM2EKE
for the period:
Exchange differences on translation BREBNEREEN
of foreign operations MEZR - - - - - - - 36159 - 36,159 - 36159
Total comprehensive income BhzEKEEE
for the period - - - - - - - 36,159 68,419 104,578 - 104,578
Equity-settled share option arrangements AR &5 4)
BRELH - - 1,805 - - - - - - 1,805 - 1,805
Final 2016 dividend declared BRER-ZT K
ey - - - - - - - - (39,806) (39,806) - (39,806)
Transfer from retained profits HEA-HTAA
generated by a subsidiary EENBERT - - - - E - 6,409 = (6,409) s v s
At 30 June 2017 (Unaudited) R=F—tF
~A=tA
(REER) 1,550,164  645,494" 7,008* 45,097 - 99,257 43419* 55,200 (890,376)" 1,555,263 - 1555263

# The asset revaluation reserve arose from a change in use from an
owner-occupied property to an investment property carried at fair
value.

These reserve accounts comprise the consolidated reserves of

US$165,406,000 (31 December 2017: US$140,335,000) in the interim
condensed consolidated statement of financial position.

2 HUAHONG SEMICONDUCTOR LIMITED 34T &8 45 1R A )

BEEGFHERENEAYFEREENBZ
DA EBETIEZREYE -

FE R ERBA RS E BN
R Z 47 B #16165,406,000% 57 (—F —+
F+-H=+—H : 140,335,000% ) °



Profit before tax
Adjustments for:
Finance costs
Share of (profit)/loss of an associate

Interest income
Fair value gains on financial assets
at fair value through profit or loss
Loss on disposal of items of property,
plant and equipment
Depreciation
Write-down of inventories to
net realisable value
Provision of impairment of
trade receivables
Impairment on items of property,
plant and equipment
Amortisation of intangible assets
Recognition of prepaid land lease
payments
Equity-settled share option expense

Increase in inventories

Increase in trade and notes receivables

Increase in prepayments, deposits and
other receivables

Increase in amounts due from
related parties

Decrease in restricted and time deposits

Decrease in trade payables

Increase in other payables, advances
from customers and accruals

Increase in government grants

Increase in amounts due to related parties

Income tax paid

B A

BN BRIELAOFEE -
BEEM
AME—REEE R R Oad),/
B8

SEON
BoRBEFARENEE
BEAAEBEKS
HEME - BE L&
JE B MR

e
MoRFEZ R 2 FE

B 5 YRR B B
W% - BEMREEBRE

B EEHE
HREN T EE TR

PARE a8 B O R A B R 52

FEIRM

B 5 FEWGRIA J e R BIE N
HERHIE - Re REHM
FEURIRIE N

JRE L2 R RSE 77 RIRIE AN

BR 4 N E B sOm A

B S RN KRR
HEMNFIE - BRERRK
Ef5ERIEMm

B e Bh3E 10

& (< RS 75 SRORIE A0

EIPTEH

2017
S
(Unaudited)
(REER)
(US$'000)
(F%1)

Notes
Mt

74,883
6 1,049

141
4 (2,978)

10 46,637

418

10 -
1,737

320
1,805

124,012

(6,340)
(1,518)

(2,662)

(15,261)
93
(3,791)

11,143
2,123
6,534

114,333
(19,709)

94,624

=]

continued #&/...
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Interest received
Proceeds from disposal of financial assets
at fair value through profit or loss
Purchases of items of property,
plant and equipment
Purchases of items of prepaid land
lease payments
Purchases of items of intangible assets

Proceeds from disposal of items of property,

plant and equipment and prepaid land
lease payments

Decrease/(increase) in restricted
and time deposits

Purchase of financial assets at fair value
through profit or loss

Proceeds from issue of shares

Capital contribution from non-controlling
interests

Dividends paid

Repayment of bank loans

Increase in restricted and time deposits

Interest paid

Cash and cash equivalents at
beginning of period

Effect of foreign exchange rate
changes, net

Cash and bank balances

Unrestricted time deposits with original
maturity of less than three months
when acquired

Cash and cash equivalents as stated
in the statement of financial position

Cash and cash equivalents as stated
in the statement of cash flows

2R
ﬁ%EQﬁEE%AEEW
TREEMFN

BEYME F}%& 1%159
BERM T HEESREAR

EEEIEEERA
HENE  BELREER
FISSRARTER T3
MEFR
BRERTHIFTRL
(&)
BEROABEARRN
TREE

BRI
SRR A
RS
BERTER

ERA BRI R D
EAFE

HYRe MRS EEY
SNEERZETE - FHE

g

Iﬂh

Re MRITHE
RIETS ME@%E i E
MR 45 TE AT K

%%%ﬁ%#%ﬂﬁé&
ReFHED

REnEBXRTAINAE R
ReFEY
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2017

—ZT—tF

(Unaudited)

(REgEZ)

Notes (US$'000)
it (F%7T)

2,752

(82,625)

(1 ,646_5)

(77,462)

(158,981)

(39,675)
(25)
(1,050)
(40,748)

(105,105)
341,255

5,287

15 241,437

15 194,592

46,845
15 241,437

241,437



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 (Group) Co., Ltd. (“INESA”), formerly
known as INESA Holding Group, 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”").

The unaudited interim condensed consolidated financial
information, which comprises the interim condensed
consolidated statement of financial position of the Group as at
30 June 2018 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 2018, 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
information does 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 2017.
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The financial information relating to the year ended 31
December 2017 that is included in the unaudited interim
condensed consolidated financial statements for the six
months ended 30 June 2018 as comparative information does
not constitute the Company’s statutory annual consolidated
financial statements for that year but is derived from those
financial statements. Further information relating to these
statutory financial statements required to be disclosed in
accordance with section 436 of the Hong Kong Companies
Ordinance is as follows:

The Company has delivered the financial statements for the
year ended 31 December 2017 to the Registrar of Companies
as required by section 662(3) of, and Part 3 of Schedule 6 to,
the Hong Kong Companies Ordinance.

The Company’s auditor has reported on those financial
statements. The auditors’ report was unqualified; did not
include a reference to any matters to which the auditors drew
attention by way of emphasis without qualifying their report;
and did not contain a statement under sections 406(2), 407(2)
or (3) of the Hong Kong Companies Ordinance.

HUA HONG SEMICONDUCTOR LIMITED #E4T 888 5 R A F)

BE_Z-/\FRA=ZTHLEREAR
REZTHRERGEVERRAEFH
 E_T—+tHF+A=+—ALEFE
MBBER ERLBRER) X T#
RARBZFREZEEFREERMBHR
= ERIRERFRHRE - REFE
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The accounting policies adopted in the preparation of the
interim condensed consolidated financial information are
consistent with those followed in the preparation of the Group’s
annual consolidated financial statements for the year ended
31 December 2017, except for the adoption of new standards
effective as of 1 January 2018.

The Group has adopted the following revised HKFRSs for the
first time in these interim condensed consolidated financial

AT HERERE M BENRANE
ARRARRARERE_T—LF+
“A=Z+T-RLEFENFERA MR
RITRAE B ERAR_F—\F
— A — BAEFTRTERIRRID -

AEERATHRERGEEVBERNE
KR T RET BB RS LR o

information.
Amendments to HKFRS 2

BAUBHREERFE2HR (BF]A)
Amendments to HKFRS 4

BAMBRELAF45 (ERTA)

HKFRS 9
BB BEHREERF IR
HKFRS 15

BAMBHREERF155%
Amendments to HKFRS 15

BB BREERF159F (BRTA)
Amendments to HKAS 40
BAGFTERIE405: (1BF]A)
HK(IFRIC)-Int 22

58 (ERMBREREEEE) - RES
Annual Improvements 2014-2016 Cycle
ZEER —E— NSRRI

The Group applies, for the first time, HK
Contracts with Customers and HKFRS 9
As required by HKAS 34, the nature
changes are disclosed below.

Classification and Measurement of Share-based
Payment Transactions

LRI 78I B 7 RETE

Applying HKFRS 9 Financial Instruments with HKFRS 4
Insurance Contracts

PRI &/ BB B 2B R B4 (R & A9 — DF R & B R #R
ERIZEI 2T A

Financial Instruments

THTA

Revenue from Contracts with Customers

EFE A

Clarifications to HKFRS 15 Revenue from Contracts
with Customers

BB B EERIE 150 5P &AM as 2 808

Transfers of Investment Property

REYX2E

Foreign Currency Transactions and Advance Consideration

225 IMEXZRBZAE
Amendments to HKFRS 1 and HKAS 28
BANBMEERE 1R LB A G ERE285E (BF]A)

A E BRI SRR 15
Nl &k e B e
ORLHTA - RIEE BB LA F34
REOMRE  ZERBOME LY ERE
m .

FRS 15 Revenue from
Financial Instruments.
and effect of these
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HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 supersedes HKAS 11 Construction Contracts,
HKAS 18 Revenue and related Interpretations and it applies
to all revenue arising from contracts with customers, unless
those contracts are in the scope of other standards. The
new standard establishes a five-step model to account for
revenue arising from contracts with customers. Under HKFRS
15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer.

The standard requires entities to exercise judgement, taking
into consideration all of the relevant facts and circumstances
when applying each step of the model to contracts with their
customers. The standard also specifies the accounting for the
incremental costs of obtaining a contract and the costs directly
related to fulfilling a contract.

The Group adopted HKFRS 15 using the modified retrospective
method of adoption. The effect of adopting HKFRS 15 is as
follows:

e The comparative information for each of the primary
financial statements would be presented based on
the requirements of HKAS 11, HKAS 18 and related
Interpretations and;

e As required for the interim condensed consolidated
financial statements, the Group disaggregated revenue
recognised from contracts with customers into categories
that depict how the nature, amount, timing and
uncertainty of revenue and cash flows are affected by
economic factors. Refer to note 4 for the disclosure on
disaggregated revenue. Disclosures for the comparative
period in the notes to the financial statements would
also follow the requirements of HKAS 11, HKAS 18
and related Interpretations. As a result, the disclosure
of disaggregated revenue in note 4 would not include
comparative information under HKFRS 15.

HUA HONG SEMICONDUCTOR LIMITED #E4T 888 5 R A F)

ERUBRELENEISREF S M2

BRI ME LR FE1SEMREE S
ERIFIRERZEL - BB ERSE
18 E R iEERE BEEARE
FANEXA BN  BIEZZELD
BREMERIEGE - FEREY — @R
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HKFRS 9 Financial Instruments

HKFRS 9 Financial Instruments replaces HKAS 39 Financial
Instruments: Recognition and Measurement for annual periods
beginning on or after 1 January 2018, bringing together all
three aspects of the accounting for financial instruments:
classification and measurement; impairment; and hedge
accounting.

The Group has not restated comparative information for
financial instruments in the scope of HKFRS 9. Therefore, the
comparative information is reported under HKAS 39 and is not
comparable to the information presented for the six months
ended 30 June 2018. Differences arising from the adoption of
HKFRS 9 have been recognised directly in reserves as of 1
January 2018.

Changes to classification and measurement

To determine their classification and measurement category,
HKFRS 9 requires all financial assets, except equity
instruments and derivatives, to be assessed based on a
combination of the entity’s business model for managing
the assets and the instruments’ contractual cash flow
characteristics.

The HKAS 39 measurement categories of financial assets,
including financial assets at fair value through profit or loss,
loans and receivables, available-for-sale financial investments
and held-to-maturity investments have been replaced by:

e Debt instruments at amortised cost;

e Debt instruments at fair value through other
comprehensive income, with gains or losses recycled to
profit or loss on derecognition;

e Equity instruments at fair value through other
comprehensive income, with no recycling of gains or
losses to profit or loss on derecognition; and

e  Financial assets at fair value through profit or loss.

The accounting for financial liabilities remains largely the same
as it was under HKAS 39.
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Under HKFRS 9, embedded derivatives are no longer
separated from a host financial asset. Instead, financial
assets are classified based on the business model and their
contractual terms. The accounting for derivatives embedded in
financial liabilities and in non-financial host contracts has not
changed.

As of 1 January 2018, the category of loans and receivables
under HKAS 39, including cash and cash equivalents,
restricted and time deposits, trade and notes receivables,
financial assets included in prepayments, deposits and other
receivables and due from related parties, were transferred
to debt instruments at amortised cost under HKFRS 9.
Available-for-sale investments under HKAS 39 were transferred
to equity instruments at fair value through other comprehensive
income under HKFRS 9 with revaluation surplus of
US$1,046,000 to the opening balance of fair value reserve.

Changes to the impairment calculation

HKFRS 9 requires an impairment on debt instruments recorded
at amortised cost or at fair value through other comprehensive
income, lease receivables, loan commitments and financial
guarantee contracts that are not accounted for at fair value
through profit or loss under HKFRS 9, to be recorded based
on an expected credit loss model. The Group applies the
simplified approach and record lifetime expected losses that
are estimated based on the present values of all cash shortfalls
over the remaining life of all of its trade and notes receivables.
The Group applies the general approach of financial assets
included in prepayments, deposits and other receivables and
amounts due from related parties.

All the other amendments and interpretations applied for the
first time in 2018, but do not have an impact on the interim
condensed consolidated financial information of the Group.

The Group has not early adopted any other standard,

interpretation or amendment that has been issued but is not
yet effective.

HUA HONG SEMICONDUCTOR LIMITED #E4T 888 5 R A F)

RIFFBMBEREERESR - RARN
TTETARTBEIBESREENFD
TRz EBMEERBEEBEAR
BRERNE - SRBENFEREE
BHNRARTETASHREREE
) o

RZZE—NF—A—H FEGTEEL]
FIRB T 2 ERKEWFIELER (B
BEHReBEEEY  BREMTEHTT
R BHRERKFIARERERE - 5T ATE
NFIE - Ze REMERFIENERE
ENNEW AR S 58) EE AR EY
TERAE AERISEO5R T8 TR B S5 Ak A 71 BR
HEFTE - EASFTLEAFEINRIEAT
AHEHERECE AR BV BREER
FORB N EARBEFAEMEEK
mE R T H - S & 81,046,000%
TTEF AR BEMEERTEHR -

HEE2E

BEVHRELREIRAE - BEE
2 E B ARBEHKX AR A EET
FROEBTA BERKHIE - EF0K
N 0 FEAR IR 8 W % i A ZE Rl B 95R
BARBESABSEARNMKERS
WHRE - AEREHEEEBRERA
B AREEABETN - AHRER
HE 8 5 RIEFIAREREES T F
HANMER e ERREGBFTOFHE
HIBBRAR - AEBERA —RITERE
FEATANFOR ~ e M E AR AFRIAIA
KM R T R BB E -

FrBEMERT A RRBON —_F— \F
BRER T8 ARET HEAK
BYBENELRE

NS B B P RAE R E A D HHE
R ARAERMEER] - RIEEIER] ©



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
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:

China (including Hong Kong) el (BIEEE)
United States of America EFRE REH
Asia (excluding China and Japan)

Europe M

Japan SN

Information about major customers

For six months ended 30 June 2018, no single customer
accounted for more than 10% of the Group’s total revenue (six
months ended 30 June 2017: nil).

Sl (MEEREERAX)

HREERE - AEEEREA—EXS
B I2ERHERHEYERE
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2017
—t 5
(Unaudited)
(RgeEZ)
(US$'000)
(F=%7T)

207,759
62,336
47,326
34,638
29,245

381,304
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Notes to the Interim Condensed Consolidated
Financial Information

FEIR RS I E R

4. Revenue, Other Income and Gains 4. WA ~ Hftl A & 2=
An analysis of revenue, other income and gains is as follows: WA -~ A RKRBSTAT

For the six months
ended 30 June
BEXRA=1+TRHLXEA
2018 2017
—E-)N\E —E—+t5F
(Unaudited) (Unaudited)
(REEX) (REEZ)

(US$000) (US$'000)
(F%=5x) (F=T)
Revenue WA
Sale of goods HEEm 439,961 381,304
Other income Hg A
Rental income e U A 6,852 6,348
Interest income FEU A 4,777 2,978
Government subsidies BT B 3,146 594
Others Hib 502 401
15,277 10,321
Other gains, net Hthly =2 558
Fair value gains on financial assets at BARBETABRAN
fair value through profit or loss REE 2 A BENE 1,787 =
With the adoption of HKFRS 15 from 1 January 2018, the BT \F—A—BRENBETH
disaggregation of the Group’s revenue from contracts with WMELRAESS  BEZT—/\F~A
customers, including sales of goods above, for the six months ZTHLEXNER AEEKREEFEH
ended 30 June 2018 is as follows: A (PR LEEREE) DBEET -
For the six
months ended
30 June 2018
BE-—Z—N\&F
~A=1H
1EA{EA
Type of goods or service EmSiRBER
Sales of semiconductor products and total revenue FERELHNHEENREEFPEL
from contracts with customers EOFEIIGN 439,961
Timing of revenue recognition s 2 T 5 e
Goods transferred at a point in time and total revenue  EX —IFEEENEY RIK B RS
from contracts with customer AR A 439,961
The disaggregation of the Group’s revenue based on the HEZZ—-N\FARA=+HBILAEAR -
geographical region for the six months ended 30 June 2018 is REBENE MU A D EEET M
included in note 3. 3
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Notes to the Interim Condensed Consolidated
Financial Information

ey A HA RS EH%-'F I ER MR

5. Profit Before Tax . BiEnEF
The Group’s profit before tax is arrived at after charging/ NEBAFADER R (GEA)
(crediting): THEIREER

For the six months ended

30 June
BZESA=1RHLEAER
2018 2017
—E-N\F “E—tF
(Unaudited) (Unaudited)
(REBER) (REEERZ)
Notes (US$’000) (US$'000)
iiz3 (F%7x) (F=)
Cost of inventories sold BEEFERAK 295,330 261,202
Depreciation e 10 57,803 46,637
Recognition of prepaid land lease payments WRAEN TR ETIE 345 320
Amortisation of intangible assets BV EEBH 1,466 1,737
Research and development costs TREER AR 22,409 22,809
Operating lease expenses RETHERY 1,777 1,607
Auditor's remuneration [ TR 333 226
Employee benefit expense: EERMAX :
Wages, salaries and other benefits T8 HFELREM
& 88,087 65,226
Pension scheme contribution RIKSFTEIHER 7,836 7,855
Equity-settled share option expense NEREER
AR Y 1,007 1,805
96,930 74,886
Rental income on an investment property, net REMENEE
N 4 (6,852) (6,348)
Government subsidies BURSfEah 4 (3,146) (594)
Foreign exchange differences, net SNFERE K Z 5558 7,092 4,042
Impairment on items of property, plant and ME - BEN
equipment FEBEERE 3,792 -
Provision of impairment of trade receivables B HRWFIBRERE 25 -
Write-down of inventories to net realisable value Mo FEZ A 835 FE - 418
6. Finance Costs 6. MKEHR
For the six months ended
30 June
BZEXRA=1+HLXEA
2018 2017
—E-N\F —TF
(Unaudited) (Unaudited)
(REFEZR) (REEZ)
(US$000) (US$'000)
(F%Rr) (F%t)
Interest on bank loans RITEFE 1,284 1,049
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Hong Kong profits were subject to profits tax at the rate of
16.5% during the period (six months ended 30 June 2017:
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 2017: 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 ym in
width and thus was entitled to a preferential tax rate of 15%
from 2017 to 2020.

The Company’s subsidiary incorporated and operating in
Japan is subject to a corporation tax rate of 25.5% (six months
ended 30 June 2017: 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
2017: 34%), as well as state tax at 8.84% (six months ended
30 June 2017: 8.84%).
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The major components of income tax
are as follows:

Current income tax — PRC

Current income tax — elsewhere
Withholding tax on dividend declared
Deferred tax

expense of the Group

EHMEH — PE

EHMEH — At

Bk S IEMH
AEREF IR

During the period, the directors of a subsidiary established in
Mainland China approved that any undistributed profits of the
subsidiary generated in 2017 will not be paid as dividends to
the Company. Accordingly, the Group reversed withholding
taxes on dividends distributable by the subsidiary established
in Mainland China of US$9,303,000 (six months ended 30 June
2017: US$6,580,000).

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 1,039,526,524 in issue during the period (six
months ended 30 June 2017: 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.

ANEEMRSHAZHNEEZHEKEH N
Y

2017

—T—tF

(Unaudited)

(RgeEZ)

(US$'000)

(F=7T)

11,142

241

2,260
(7,179)

6,464

REIR - AR B R Y — R T AR
2EEHAEATERZ T AR E—
tFEEMNTARD B RFRART X
B - Bt » NEBEGR BRI
N ZFRARIMA o IRKE BB BN
9,303,000k L (BAZE=ZT—tEF <A
=t+H1<MEA : 6,580,000F5T) °

EREARFNESBERT AR L ER
A ARGERGET RN ERE T
1,089,526,524% (HE - —tF <
BA=+HI"MEA : 1,033,871,656/%)
TR INE TG E -
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REZEBBRINEF AR ESRE
RENERAZHAND ETERREE
I E R P B EBRAR BT
FEHARRREBRBEATREETZE
BRI T8

Interim Report 2018 20184 R EAR &



Notes to the Interim Condensed Consolidated

Financial Information

rh

40

S BGZ S s ER T e

Earnings Per Share Attributable To Ordinary 8.
Equity Holders Of The Parent (continued)

BRER (&)

BRAAEBEREREAENL

The calculations of basic and diluted earnings per share are

BREANBERNOFTETIER

based on:
For the six months ended
30 June
BZE~A=1+RHIL~EA
2018 2017
—E-N\E —E—tF
(Unaudited) (Unaudited)
(REEERK) (REEEZ)
(US$000) (US$'000)
(F%5x) (FZ=T)
Earnings &7
Profit attributable to ordinary equity holders ~ FARETEGIRERE T
of the parent, used in the basic earnings AR EBRERE A
per share calculation JEAE & T 85,888 68,419
Number of shares
BHEE
For the six months ended
30 June
HZX<A=1tHLAEA
2018 2017
—E-N\F S
(000) (000)
(F) (F%)
Shares & 12
Weighted average number of ordinary BRI EEREREFI
shares in issue during the period used in AR BT TR
the basic earnings per share calculation hnHE 5 ) 1,039,527 1,033,872
Effect of dilution-weighted average number 38 A DN T 15 B
of ordinary shares: R
Share options BB e 12,124 8,789
1,051,651 1,042,661
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Final — HK$31 cents per ordinary share
(2017: HK$30 cents)

During the period, the Company’s shareholders approved 2017
proposed final dividend with a total amount of HK$322,271,659
(HK$31 cents per ordinary share) (six months ended 30
June 2017: HK$310,161,497). The amount of the final 2017
dividend was calculated based on the number of shares of the
Company as of 28 March 2018. The total 2017 final dividend
amount presented in US$ is slightly different from the proposed
one disclosed in the Group’s annual financial information for
the year ended 31 December 2017 due to the different rates of
exchange used in the translation.

During the six months ended on 30 June 2018, the Group
acquired items of property, plant and equipment with a
cost of US$67,281,000 (six months ended 30 June 2017:
US$89,392,000). Depreciation for items of property, plant and
equipment was US$57,803,000 during the period (six months
ended 30 June 2017: US$46,637,000). Impairment on items of
property, plant and equipment was US$3,792,000 during the
period (six months ended 30 June 2017: nil).

No significant property, plant and equipment were disposed of
for the six months ended 30 June 2018 and 2017, respectively.

As at 30 June 2018, certain of the Group’s property, plant and
equipment with a net carrying value of US$594,589,000 (31
December 2017: US$636,767,000) were pledged to banks to
secure the Group’s banking facilities (note 18).

2017
—T—tF
(Unaudited)
(RgeEZ)
(US$'000)
(F=7T)

RERE — BT A3 1AL
(ZT—+%F : 3071l

39,806

RERA » AABIREIAERE =T —+
FEFBFRBRK S A £322,271,659%8 T
(FREBBRIVEW) (22T —+F
NAZ=ZTHLERMEAR :310,161,4977%
L) e ZE—EFERHAKREMNESEIIR
BARBE-_ZE—N\F=ZA=-F+/\H
RIRNHEBFTE - ARNBREFTE ARE
EAAE - UAETE2IN T —FRH
REBHEEAEEBEEZ T —+F+=
A=t—RALEFEFEFBERFE
BEMEZERARERE TR -

REBEE-TE—NFXAZF+HLNHE
A AEBBEYE  WFEMEKHIEE
BIEK AN A67,281,000FE T (BE—ZF—
+FERNA=FTAHIESEAR 89,392,000
X)) o HAWE - BMERZRBEEEN
18 /57,803,000F T (2 —T—+
FRNA=ZF+HLIENER : 46,637,000%
JL) o BIAWE - BERRBEEE N
fEA3,792,000%( T (BE_ZT—+tF
ANAZFBIEAEA E) -

REBE-_ZT—\FR-_FT—tF A=
TRIERNEASEDE  BEEREN
BAHE -

R-ZZE—NFEXNA=Z+H AEBEK@
F {8 /5594,589,000k L (=T — £ F
+—-A=+—H :636,767,000% 7T)
WETHE BELIFEDEBETIR
AUESAEBORTEERE (M
18) °
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Carrying amount at 1 January R—A—BMEREE

Net gains from a fair value adjustment AR EEARNKEFRE
Exchange realignment M 5, B
Carrying amount at 30 June RANA=+HMEEAE

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 23 (b)).

As at 30 June 2018 and 31 December 2017, the Group’s
investment property was pledged to banks to secure the
Group’s banking facilities (note 18).

Available-for-sale investments AHfHERE
Equity instruments at fair value through BRAnBEFAHEMEE
other comprehensive income sk TR

As of 1 January 2018, available-for-sale investments under
HKAS 39 were transferred to equity instruments at fair value
through other comprehensive income under HKFRS 9 (note
2.2).

HUA HONG SEMICONDUCTOR LIMITED #E4T 888 5 R A F)

AEBHOREMEUNFTELE - 2P
HANKE - EFCEERYENMEE -
FHMEARETRENERIEDE

REMERBEEHOBE TR
(Mt5E23(b)) °

RZE—N\FERNA=Z+HEZZ—+F
+-A=+—F8 AEENREVED
ERTFRITURSAEENRITEER
& (Mizx18) o

31 December
2017
—E—+F
+—A=+—H”
(Audited)
(J2=1z)
(US$'000)
(F%=7T)

215,864
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Notes to the Interim Condensed Consolidated
Financial Information

30 June 2018
—E-N\FXA=1+H

12. Financial Investments (continued)

AR S B S B R H EE

12. SRR E (&)

30 June 31 December
2018 2017
—E-N\E T4
~A=tH +=-A=+—8H
(Unaudited) (Audited)
(REERK) (J&=1z)
(US$°000) (US$°000)
(F=;) (F=7t)
Financial assets at fair value through BAREBETAEEN
profit or loss SREE 190,134 -

Financial assets at fair value through profit or loss represent
debt instruments with contractual cash flows which fail ‘solely

payments of principal and interest’ criterion.

13. Inventories

A=zl

3

4

c

DR BEFABDNEBREERSH
EREAREME [EAINAE KF
B BRENEBTA -

30 June 31 December

2018 2017

—E-N\F —T—+F

AA=+HA +=ZA=+—H

(Unaudited) (Audited)

(REEZR) (Jgz)

(US$°000) (US$'000)

(F=7t) (F=%=7T)

Raw materials R E 57,509 52,813
Work in progress e Ua 47,118 47,464
Finished goods BIpK M 33,628 25,688
138,255 125,965
Less: provision for inventories B IFE R (10,258) (10,387)
127,997 115,578

14. Trade and Notes Receivables

14. ESEWNRERERERE

30 June 31 December

2018 2017

—E-N\F S

~A=tH +=-HA=+—8H

(Unaudited) (Audited)

(RIEER) (J5z)

(US$000) (US$000)

(F%57x) (F%7T)

Trade receivables B S EWGRIE 75,643 72,754
Notes receivable W EE 47,439 41,165
123,082 113,919
Impairment of trade receivables B 5 EWGRIERE (1,554) (1,547)
121,528 112,372
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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.

An aged analysis of the trade receivables, based on the
invoice date and net of provisions, is as follows:

Kﬁlﬁﬁgﬁmg%%%uﬁﬁ

EEH MR ABI0EIKR C HAREF
ﬁ%ﬁﬁ%k%%?ymi REEAL
BEAETEERR - AEELEE
%%F%mﬁﬁﬁhﬁﬁﬁﬁﬁﬁﬁﬁ
HEA R E S - B 5 REIAES
2B e

REZAME - E 5 RUWGUR (F0RR 5
) KRB DT ¢

31 December

2017
—T—+F
+=-A=+—H”
(Audited)
(J5=z)
(US$'000)
(F%=5T)
Within 3 months =EAUA 71,113
Over 3 and within 6 months =EAERANEALA 94
Over 6 months ~NEA K E =
71,207
31 December
2017
—E—+fF
+—A=+—H”
(Audited)
(J5=1z)
(US$'000)
(F%7t)
Cash and bank balances Re RIRTTHER 208,971
Restricted and time deposits BR & N E TR 364,449
568,420
Restricted and time deposits: BR&E R TE TR
Pledged deposits for letters of credit MIEAFERTR (850)
Other pledged deposits for payment MZIAR B 2 E B HEPTFR
of dividends (13)
Time deposits with original maturity FEEREBABB=1EA
more than three months H)5E HATF K (193,167)
(193,530)
Cash and bank equivalents Re RBITEEY 374,890
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Pledged deposits with a carrying value of US$327,000 as at 30
June 2018 (31 December 2017: US$350,000) were pledged to
secure the issuance of letters of credit.

Other pledged deposits with a carrying value of
US$13,881,000 as at 30 June 2018 (31 December 2017:
US$13,000) were pledged to secure the payment of dividends
to shareholders.

Time deposits with original maturity more than three months
with a carrying value of US$49,861,000 as at 30 June 2018
(31 December 2017: US$193,167,000) will mature within six
months.

An aged analysis of the trade payables of the Group as at the
end of the reporting period, based on the invoice date, is as
follows:

Within 1 month

Over 1 and within 3 months
Over 3 and within 6 months
Over 6 and within 12 months
Over 12 months

—fEARA

T EARE

The trade payables are unsecured, non-interest-bearing and
normally settled on 30 to 60 day terms.

f
& A LA X =18 A AR
=&AL RE A AR
SNMEA N ER+ @A UK 2,446

RZE—NEXA=+H  REEAS
327,000 (ZE—+F+_A=+
— B : 350,000%7C) MEEKTBERE
BB DVEBITERE -

R-_E—NEFEXA=+H EEES
13,881,000 L (ZE—+F+-A=
+—H : 13,000% L) WEMBEERF
REEER - LARESZHIRE -

RZE—NENA=+H EEEA
49,861,000 T (ZE—+F+=-A=
+—H :193,167,000% 7T) B R & 2
HBEBE=EANTETFHERAEAR
WE|HER -

RBEPRRERBAYEF - AEEE S
FEN SRR R DTEAT -

31 December
2017
—E—tF
+=—A=+—8H
(Audited)
(EZ)
(US$'000)
(F=%=7T)
42,185
14,051

1,766

7,676
68,124

ESRENRBAERF T8 R—K
RB0KEB0KNEEE °
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Notes to the Interim Condensed Consolidated
Financial Information

FEIR RS I E R

17. Other Payables, Advances from Customers 17. HESFE - FRERA K
and Accruals EHEA
30 June 31 December
2018 2017
—E-N\F —F—+F
~A=+H +=ZA=+—H
(Unaudited) (Audited)
(RIEER) (feEZ)
(US$°000) (US$'000)
(F%x) (F%=m)
Other payables and accruals Hi eI RIEREHER 74,707 76,534
Advances from customers FEUER SR 30,774 21,344
Payroll and bonus payables & RIEAL 24,083 32,017
Dividend payable FERTRR B 13,881 13
143,445 129,908
Other payables are unsecured, non-interest-bearing and HMERRIEEET, T ERER
repayable on demand. BRIFEE -
18. Interest-Bearing Bank Borrowings 18. st RBITHER
30 June 2018 31 December 2017
—E-\FxA=tH —FtFt-A=t-H
Effective Effective
interest interest
rate (%) Maturity US$’000 rate (%) Maturity US$000
BRRFIE(%) 3 TET BEME%) 28 TErn
(Unaudited) (Audited)
(REERZ) (f8&5Z)
Current TRE
Current portion of RERITER 1.20-4.13 2018 - 2019 60,694 1.20-3.49 2018 60,751
long term bank HIENERER 17
loans - secured — HiEH
Non-current FRE
Secured bank loans BIEARRITER 1.20 2019 -2025 29,471 120 2019 - 2025 32,139
90,165 92,890
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Analysed into: DA
Bank loans repayable: JEEEIRITE
Within one year —FRA
In the second year EF
Beyond third year, inclusive HBBE=F (PEER
MF)

As at 30 June 2018 and 31 December 2017, the Group’s bank
loans were secured by the pledges of the Group’s assets with
carrying values as follows:

Property, plant and equipment M - BE KR
Investment property WEWZ
Prepaid land lease payments TEff LA EFRIE
Intangible assets mVEE

In addition to the assets pledged above, the Group’s secured
bank loans as at 30 June 2018 and 31 December 2017 were
secured by the Company’s 36.23% of equity interest in its
subsidiary, HHGrace.

31 December
2017
—T—tF

+=-—RA=+—8H

(Audited)
(f21z)
(US$'000)
(F%7T)

60,751
4,591

27,548
92,890

RZE—N\EFEXA=Z+BAE-ZT—+F
+ZA=+—H AEEMNETERA
RIRASENEEFER  AEMNED
[EVENE

Notes
k=3
10

11

BRA LS HEMEE -

31 December
2017
—E—+F

+=—A=+—8

(Audited)
(&%)
(US$'000)
(F%7T)

636,767
179,586
21,308
5,285

842,946

KEEBR T —

NERAZ+BRARZZE—+F+ZA=
T—BEHNAEERRITERIARRFR
HF RAIFEYE /1 #36.23% I 1 1E K

e

Interim Report 2018 20184 R EAR &



Notes to the Interim Condensed Consolidated

Financial Information

= = SN — 30 June 2018
hHIRBRAR S T ERIMEE
19. Government Grants 19. BUF % BY
30 June
2018
—EB-N\E
~A=+H
(Unaudited)
(RIEER)
(US$°000)
(F%x)
At 1 January W—HA—H 40,523
Received during the period AR 2,294
Exchange realignment ME 5, B (612)
At 30 June mANA=+A 42,205

The Group received government funding for several
government-sponsored projects focusing on the research and

development of advanced technologies.

20. Share Capital

AEENZERNEEBAB SR SERT
BNETLEY ZFHRETINFRSL
HERAMT -

AA=+HR +=—HA=+—H

20. g Z<
Number of shares Amount
RGE B &8
30 June 31 December 30 June 31 December
2018 2017 2018 2017
—®-N\f —FtFf =B-\F —FT—+F

AA=+tH +=—H=+—H

(000) (000) (Unaudited) (Audited)
(F8) (Fr) (RE&E=) (Fezz)
(US$°000) (US$'000)
(F%rm) (FZ=7T)
Issued and ERTRHRE
fully paid:
1,040,834,998 1,040,834,998/%
ordinary shares LR
(2017: (—Z—4
1,037,570,661) 1,037,570,661%
ordinary shares) AR 1,040,835 1,037,571 1,558,999 1,554,870
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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.

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.

RRBRE—ABBRE S ([5%F
gl]) BEERUAKBIENEREME
B2 6 B2 mERE M RRE -
ZETBIZ TR ER2EEREARAE
Z(BRE—RFATES) RAKEH
ffE 8 - ZETEIE T —AFNAWEA
AR - BRIFESWBOHHIER] » Zat 8
# i BT 7TFRER °

B AR A IR 2 RITREB A
AT GBEZTBRETERAAT
EAIRRE BTN Z210% ° RAEM+
—EAHE  ZEFESTEER2EE
RIZBEE R BT 2RI E TS
BARRBEMEIRD HTRN Z21% °
HE— PR T RER 2 B AR
RERRAG LHE

MARARIESR TBTBRASRESZH
RS2 F BB A TR THERES
LS B IENITE UL © LN
WEMIM T+ —EAAHRE  RTFEARQF]
FERRSBL IR TESTXFES A
A A+ 2 ERERHAQ R
B EE BTG 20.1%3 2 E (IR
BEEEBHAQARRMERSE) B
5008870 - BIZAERERRERE LB
SRR HEAE -

AR ANARE L AL 28 A ARE 2
DRMERZBRE - XBRZREH
REHXIBET2R2ERE - BREZTT
EHREERE IR -_EZNFEEH
BEABARRZA8IER 2 BRTALE -

BREZITEERBHESET - TR
PRATMEZ&RE  ()VARERND
PRI T RE R B HIE B SR P 2 W (B
KA RBM R ERZ R B HAT A
R AEBRAZ FHRHE -

AR SEM R AT S B A/ B
KR A ZIRRRER) -
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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:

At 1 January 2018

Forfeited during the year
Exercised during the year

At 30 June 2018

RZZE—N\F
—A—H
FrpR UL
FRITE
RZE—N\F
NA=+H

AEERRTEENIZEEABNE
g (T —#)) RRTHEMBEENE
Pt (T2 —4#t1) - REIR AT BB A
R ARIRIREZ AT BITTHE ¢

Tranche A Tranche B
E—Ht Bt
Weighted Weighted
average average
exercise price Number of  exercise price Number of
HK$ per share  options '000 HKS$ per share  options '000
FhNE FhNE
FHITEE  EREHRAE FHITEE  EREHA
(E7T) (F2) (&7T) (T12)
6.912 5,583 6.912 18,027
6.912 - 6.912 (408)
6.912 (991) 6.912 (2,273)
6.912 4,592 6.912 15,346

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

follows:

2,222

8,858

8,858

19,938

6.912

6.912

6.912

HUA HONG SEMICONDUCTOR LIMITED #E4T 888 5 R A F)

RS BR M AR TTEBRENITEE R
ITEHEA T ¢

4 September 2017 to 3 September 2022

—E—t+FNANBE-_ZTE-__FhA=H

4 September 2018 to 3 September 2022

—E-N\FAANBE-_Z-—_FHA=H

4 September 2019 to 3 September 2022

—E-NAFAANBE-_Z-_FHLA=H



Notes to the Interim Condensed Consolidated
Financial Information

Loasee MEASERAR S BT IE E B M

21. Share Option Scheme (continued) 21. IBRRAESTE (&)
31 December 2017
Number of options Exercise price* Exercise period
000 HKS$ per share
—E—+F
+=A=+—H
BREZE TEE"
T4 BRET 1THEH
5,488 6.912 4 September 2017 to 3 September 2022
—E—+FNANBEZZE-__FHA=H
9,061 6.912 4 September 2018 to 3 September 2022
—E-\FHAANBEZZE-__FHNA=H
9,061 6.912 4 September 2019 to 3 September 2022
—E-hAFHLANAE=-E-—FhA=H
23,610
*  The exercise price of the share options is subject to adjustment Y B ETTHREATIR BT - AR ELZ
in the case of rights or bonus issues, or other similar changes in BRAFEMIANNE) - RIFERIEZ 7T1E
the Company s share capital. 1B R] T -
At the date of approval of the interim condensed consolidated REF ARG EMEER B - K
financial information, the Company had 19,938,000 share A EEEA 19,938,00017 & A% 1 15 AR AR 15
options outstanding under the Scheme, which represented ZETEITTE  EZBEARAREEITR
approximately 1.9% of the Company’s shares in issue as at MEIEI1.9% ©
that date.
22. Commitments 22, &
The Group had the following capital commitments at the end of REBERWERARER AT EAREE :

the reporting period:

30 June 31 December

2018 2017
—E-N\F —T—+F
~A=tH +=-A=+—8H
(Unaudited) (Audited)
(REEFER) (Jeg=1z)
(US$°000) (US$°000)
(F£5x) (F%T)
Contracted, but not provided for: BET4) - BAREE
Property, plant and equipment M - BB MEE 484,783 47,156
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(a) Name and relationship (a) BEERER

- Shanghai Huahong (Group) Co., Ltd. (“Huahong Group”) Holding company of Hua Hong International Inc.,

- DEET (RE) ARAR ([FUEE]) B GRARIRIER AR

- Hua Hong International Inc., (“Huahong International”) Shareholder of the Company

-EMERER AR ([T ) AREIRR

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

- DEEIREMRARAR ([FMRT]) =SNG

- Shanghai Hongri International Electronics Co., Ltd. (“Hongri”) Subsidiary of Huahong Group

- BT ABREFERAR (TR EEET AT

— Shanghai Integrated Circuit Research and Development Subsidiary of Huahong Group
Center (“ICRD”)

- DBERERMER O ([RRBEFAE]) =SSN

- Shanghai Hua Hong Jitong Smart System Co., Ltd. (“Jitong”) Subsidiary of Huahong Group

- DBEMA BT RARKROBRATR ([FH]) EMEE T AT

Shareholder of the Company

ARAIRR

- NEC Management Partner, Ltd. (“NEC Management”) Subsidiary of NEC
NECF A R]

- Sino-Alliance International Ltd. (“SAIL International”) Shareholder of the Company
ARAIRER

- Shanghai Huali Microelectronics Co., Ltd. (“Shanghai Huali") Subsidiary of SAIL

-EEENWEFARRAR ([ HEEN]) i3I /NG]

- QST Corporation (“QST") Subsidiary of SAIL

- DEWERBRARAR ([WERHR]) BT
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(@) Name and relationship (continued)

— INESA (Group) Co., Ltd. (“INESA”)

- DBEE (8E) BRAR ([BEXE))

- Shanghai INESA Intelligent Electronics Co., Ltd.
(“Shanghai INESA”)

-LEREERETARRRA ([ LEEE])

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

- EREFE RGRKERAE ([FFEHF])

- Huahong Real Estate Co., Ltd. (“Huahong Real Estate”)

- DEETBEEXARAR ([EMEX])

— Shanghai Huajin Property Management Co., Ltd. (“Huajin”)
- DEERYMEERARAR ([EH])

— China Electronics Corporation (“CEC”)

-PEBEFEREXEEERAR ([HHEET))

— CEC Huada Electronic Design Co., Ltd. (“Huada”)

A RREERETRAERRAAT ([FA)

- Shanghai Huahong Integrated Circuit Co., Ltd.
(“Shanghai Huahong IC”)

-EBENENEREREERA ([ DBETENERE )

- Shanghai Belling Co., Ltd. (“Shanghai Belling”)

-EBRERHERRAR ( [EERZ%E] )

— Hylintek Limited (“Hylintek”)

-BAEBEERAR ([BEFE])

(a) BBREAR ()

Shareholder of Huahong Group
EESEES
Subsidiary of INESA

BEEET AR
Subsidiary of INESA

EERETAR

el

Associate of the Group

AEEBERE]

Subsidiary of Huahong Technology Development
ERHRERFAT

Subsidiary of Huahong Technology Development
ERHRERFAR

Shareholder of Huahong Group
EESEES

Subsidiary of CEC
HEEFF AR

Subsidiary of CEC

HEIEFF AR
Subsidiary of CEC
HEIEFF AR
Subsidiary of CEC
HEIEFF AR
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(b) Related party transactions (b) BHAERS
B BARGBRAR & BT B R E A BF p
FIiRFE A 5 R s &R N - NEERH
NE T ETUTEARRS -

In addition to the transactions and balances disclosed
elsewhere in the interim condensed consolidated
financial information, the Group had the following material
transactions with related parties during the period:

2017
—T—tF
(Unaudited)
(Rie&EZ)
(US$000)
(F=)
Sales of goods to related parties (note (i) mEE A HEEm (Fx)
Huada iy 23,075
Shanghai Huahong IC LBEITERER 7,477
ICRD P E R E 4,844
Shanghai Belling =3=C: 2,226
Huahong Zealcore B 2,967
QST WARHY 1,616
Hongri = 35
Purchases of goods from related parties (note (ii)) BB AREEEM (HEG)
Hylintek BEEE 6,299
Hongri A 2,856
Huahong Zealcore = 354
NEC Management NEC Management 243
Service fee charged by related parties (note (iv)) B W E RIS B (FTEE(v))
Shanghai INESA LBEE 133
Nanyang Software [l 105
Huajin £ 109
Huahong Real Estate eI 49
Rental income from a related party (note (iii)) RE R A RS WA (BEEI))
Shanghai Huali EBES 6,176
Rental expense charged by a related party (note (iv))  BEEE R BRI TA S BIST (HisE(v))
Huahong Real Estate EEY 809
Expense paid on behalf of a related party (note (v)) REE S AMFES (HEV)
Shanghai Huali LBES 12,528
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(b) Related party transactions (Continued)

Note (i):

Note (ii):

Note (iii):

Note (iv):

Note (v):

The sales of goods to the related parties were made
according to the prices and terms agreed between
the related parties.

The purchases of goods from the related parties were
made according to the prices and terms offered by
the related parties.

The rental income from related parties were received
according to the prices and terms agreed between
the related parties.

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

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

(b) BEHERS ()

BaE) -

Bt et (i) -

B a2 iii) -

Htat(iv) -

Kzt (v) -

1B BB 77 1 B A B TR IR
HEETHE T 175 E 1B 18 R AR
1EH] o

E iR B B i K 1R %
IR 5 (R V18 18 R AF A1
o

A R B2 WA TSR
IR BT T 7 E 9B 18 R 1
AHER

BB R B9 2 B 5 R AR
B TR 1% B B 75 15 E Y
BIERAEHZ AT -

BB S 9B T et
B RAZREFEE
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Notes to the Interim Condensed Consolidated
Financial Information |
FHIRS R4S IS E R EE -

23. Related Party Transactions and Balances 23. B X Z RAERR (5])
(continued)

(c) Outstanding balances with related parties (c) EREAERS ZMHKREFHE

30 June 31 December

2018 2017
—E-N\F —TtF
~A=tH +=A=t—8H
(Unaudited) (Audited)
(REERZ) (f&&%)
(US$000) (US$1000)
(F%xr) (F%71)
Amounts due from related parties JE Mk B 5 3R
Huada X 36,280 28,760
Shanghai Huali HEER 8,122 7,565
Shanghai Huahong IC LEETERER 3,370 6,869
Shanghai Belling LBa%E 994 1,106
Huahong Real Estate ENEX 941 97
QsT BERR 787 1,430
Huahong Zealcore FEITE 568 1,137
ICRD SRERREE 434 24
51,496 46,988
Amounts due to related parties FES BN 5UR
Shanghai Huali LBER 11,018 4,677
Hylintek B 3,494 2,711
Shanghai Huahong IC BEERER 2,544 =
ICRD SR B 632 2,220
Huahong Zealcore TN 470 257
Shanghai INESA LBES 404 225
Hongri = 164 391
NEC management NEC management 109 122
Huajin =55 70 -
QST YERMER 59 120
Huahong Real Estate ENEE 58 124
Nanyang Software B 23 19
Jitong Gt 10 19
19,055 10,885
Balances with the related parties or subsidiaries were HEAR A F AR CHNESR A E
unsecured, non-interest-bearing and had no fixed TR At EREETEERAR -

repayment terms.
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(d) Compensation of key management personnel of the (d) ZEEFXEEEAENHS

Group

2017
—tF
(Unaudited)
(RiE#=%)
(US$'000)
(F=1)
Short term employee benefits A EBRA 1,186
Pension scheme contributions RIREETEMER 27
Equity-settled share option expense VAR 25 45 E O BE AR A R S 298

Total compensation paid to THFEBEEABNEE
key management personnel 1ERE 1,511

The carrying amounts of each of the categories of financial EReRITARRERARNKREEN
instruments as at the end of the reporting period are as N
follows:
Financial assets — loans and receivables TREE - ERREKRFIER
31 December
2017
ke S
+=ZA=+-H
(US$000)
(F=7)
Trade and notes receivables 2 ZREWHIERENERE 112,372
Financial assets included in prepayments, STABNFIE - He Kk
deposits and other receivables Hi IR SR E E 5,447
Due from related parties JE W At 75 TR IE 46,988
Restricted and time deposits B KT HFER 193,530
Cash and cash equivalents RekReEFEEY 374,890
733,227
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Financial assets — available-for-sale financial assets

Available-for-sale investments

Financial assets — debt instruments at amortised cost

Trade and notes receivables

Financial assets included in prepayments,
deposits and other receivables

Due from related parties

Restricted and time deposits

Cash and cash equivalents

Financial assets -- equity instruments at fair value through

other comprehensive income

Equity instruments at fair value through
other comprehensive income

HUA HONG SEMICONDUCTOR LIMITED #E4T 888 5 R A F)

A ERE

23

B 7 EMGA R BN R

FEATRRMFOR - e M
Hi R FIRN & B E &

& e B 0 BR0R

BREE K EHRER

R LR EED

TRMEE-&Q
WEHESETA
BAnBEFAEMEZE
W)tz T A

THMEE - JHIEEEREE

31 December
2017
5
+-A=+-H
(US$000)
(F%7)

215,864

THMEE -ZBENFIRNERT

31 December
2017
—E—tF
+-A=+—-H
(Audited)
(&%)
(US$'000)
(F=x

REEFAREMEZE

31 December
2017
5
+-A=+—H
(Audited)
(&%)
(US$'000)
(F%1)



Notes to the Interim Condensed Consolidated
Financial Information
s MHARSBRAR S IS E R MY R

24. Financial Instruments by Category 24. ZERETHEMIT A (&)
(continued)

Financial assets -- financial assets at fair value through ;ﬁﬂ EE-ZRAOABEFARENS
profit or loss MEE

30 June 31 December

2018 2017
—E-N\F ZEtF
~B=+H +=R=+-H
(Unaudited) (Audited)
(REEER) (58E%Z)
(US$'000) (US$'000)
(F%xr) (F%1)
Financial assets at fair value through profit or loss 12 AR BEFT AEZ

WemEE 190,134 -

Financial liabilities -- at amortised cost SREE - REHEKER

30 June 31 December
2018 2017
—E-N\F B
~A=t+H +=ZR=+—-H
(Unaudited) (Unaudited)
(REER) (RiEEZ)

(US$'000) (US$000)

(T%x) (F=1)

Trade payables B SR 66,561 68,124
Financial liabilities included in other payables, ST AR AR FIE -

advances from customers and accruals TEWER R R EHE R

e aE 89,106 65,922

Interest-bearing bank borrowings T BERTTE R 90,165 92,890

Due to related parties FE ARG 5 5K IR 19,055 10,885

264,887 237,821
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The carrying amounts and fair values of the Group’s financial
instrument, other than those with carrying amounts that
reasonably approximate to fair values, are as follows:

Equity instruments at BARBERTA
fair value through other H b 2w
comprehensive income mEm TR

Financial assets at
fair value through BAREERTA
profit or loss BaemEE

Interest-bearing
bank borrowing sHERITIER

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.
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31 December

AEBEeRIA (TEEREEEQA
EEABMENERTR) NEREER
DAEEFHINWAT

31 December

2017 2017
ZE—+F —E—+F
+=-A=+—H” +=—A=+—H
(US$'000) (US$'000)
(FZ=T) (F=51)
(Audited) (Audited)

(fe =A%) (fe#==Z)
38,720 31,431

ERECHEBRESRREEFEY BR
BEERFER - B 5 RUGRIE MR
FiE - EHRMAFIA - FEABENFIA -
BeREMRBUGKIENEREE « 5tA
H RN - BRERREGERD
SRAE B RN BB TR
AR5t BIRTTIERE BN B 2 72 (B
B WEHREKEEMEES  T2EH
RZFETEGREHAZIE -

AEEBETAMBEESENTHHEA
EETERITAAREEFENERRK
B MBHERAMBAERS - 1
EREAH MBHBOMERTANE
BEEPHVETHETERNEEEH AR
& HEHRYHREEZIILE -



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 2018 and
31 December 2017 was assessed to be insignificant.
Management has assessed that the fair value of the
non-current interest-bearing bank borrowings of the Group
approximates to their carrying amount due to their floating
interest rates, expect for the loan disclosed above.

Fair value hierarchy

The following tables illustrate the fair value measurement
hierarchy of the Group’s financial instruments:

Financial assets measured at fair value

30 June 2018

Equity instruments at BARBERA

fair value through other H 2 EEs
comprehensive income iR T A

Financial assets at fair value  IZA R EBEETA
through profit or loss BEaferEE

During the period, there were no transfers of fair value
measurements between Level 1 and Level 2 and no transfers
into or out of Level 3 for the financial assets above.

STRRITEEIEENHMBOO R EBET
FREAAFRUER  FERR LT
R 2 BRRS R ) T B4R B AE B 2 L R Bh
REPRRIREREFTE - AEBXRF
RZE—N\FENAZ+BR=ZZE—tF
TZA=+—BMEERITERNTE
HRBRETFER/LNEK - ARIREH
Xt ERENHERABR/AEEAE
RBEFRRITERN DA BEEHLRE
EMRE - R ERERI

DMREEER

TERIITRARESRIEZ A EE
SEHR

TE]

>

ARA BETEZTHEE

—E-NFXA=tH

216,177 - 216,177
- 190,134 190,134

216,177 190,134 406,311
REIN - A LS BEEMS 1 REFE2RMEL

BEAREBEMAEES  AFRUEEAL
Lﬂj
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Fair value hierarchy (continued)

The recurring fair value measurement for the Group’s financial
assets at fair value through profit or loss, was made using
significant unobservable inputs (Level 3) as at 30 June 2018.
Below is a summary of the valuation techniques used and the
key inputs to the valuation:

Financial assets at fair value Discounted cash

through profit or loss flow method
RARBEFABENEREE MEREREE

A significant increase (decrease) in the discount rate per
annum in isolation would result in a significant increase
(decrease) in the fair value of the financial assets at fair value
through profit or loss.

As at 31 December 2017, there was no financial instruments
measured at fair value under HKAS 39.

There is no material subsequent event undertaken by the
Group after 30 June 2018.

The interim condensed consolidated financial information was
approved and authorised for issue by the board of directors on
7 August 2018.
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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 2018, the Company had 19,937,927 share options outstanding
under the share option scheme, which represented approximately
1.9% 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 2017:

Mr. Yu Wang 869,000 869,000 200,000 -
TR
Mr. Takayuki Morita 119,000 119,000 - -
REEzEE
29,262,000 22,621,596 3,064,337 407,332
30,250,000 23,609,596 3,264,337 407,332

Please refer to pages 49 to 51 of the Notes to the Interim
Condensed Consolidated Financial Information for further details.
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As at 30 June 2018, save as disclosed below, none of the Directors RZFB-NFRNA=TH BTXWESE

nor the chief executive of the Company had any interests and short Sy MEARBEERERITHRAERAR

positions in the shares, underlying shares or debentures of the Al sk A AEEAE (F& R &5 &R G

Company or any associated corporation (within the meaning of Part SEXVER) WD - MR REEETEE

XV of SFO), as recorded in the register kept under section 352 of MARBREF R P EGROIBI2RATFE

the SFO, or as otherwise notified to the Company and the Stock m B R T A AR - SRR

Exchange pursuant to the Model Code for Securities Transactions MARAFEN EMBETAESETESKS

by Directors of Listed Issuers (“Model Code”) contained in the MRS R (RSP RI)) ARG ARR R

Listing Rules. Bk SZ P A (R (AT M 25 BOK B

Mr. Yu Wang Beneficial owner

FREE EnEAA 669,000 0.06%

Mr. Takayuki Morita Beneficial owner

RHAEZ & ERBEEA 119,000 0.01%

Note: 5T

(1) Long position in the underlying shares of the Company under share (1) RERETEREEREETNARGE
options granted pursuant to the Share Option Scheme ARMD TR
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As at 30 June 2018, persons other than a Director or chief executive RZF—N\ERA=TH BAABRESK

of the Company, having interests of 5% or more or short positions in E%%jﬁﬁj\;ﬁ‘\ M$$ H%ﬁ KAARAR 15
the shares and underlying shares of the Group, were as follows: RIEAL% A FESSUKB AL -
Shanghai Hua Hong International, Inc. Legal and Beneficial owner
(Hua Hong International)®
EEMBERERAR (FARE) @ EEREREBA 350,401,100 33.67%
Shanghai Huahong (Group) Co., Ltd. Interest in a controlled corporation
(Huahong Group)®
LR (RE) BRAR (FUEHE) @ ReEh)EEES 350,401,100 33.67%
China Electronics Corporation (CEC)® Interest in a controlled corporation
PHEFEREXREBRAR (FHEF) @ Bt EEER 350,401,100 33.67%
INESA (Group) Co., Ltd. (INESA)® Interest in a controlled corporation
HEEE (RE) BRAR (BE5HE) @ REEh)EEER 350,401,100 33.67%
Sino-Alliance International, Ltd. Legal and Beneficial owner
(Sino-Alliance International)
ETREBRERA 160,545,54111316) 15.42%
Sino-Alliance International, Ltd. Interest in a controlled corporation
(Sino-Alliance International)
Rt EEER 34,919,354 3.35%
Shanghai Alliance Investment Ltd. (SAIL) Interest in a controlled corporation
HEBMRERRAR (LEM) Rt EEER 545,865,995(045) 52.45%
NEC Corporation Legal and Beneficial owner
EERERERA 99,038,800 9.52%
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Notes:

(1)
)

Long positions in the shares of the Company.

Hua Hong International is a wholly-owned subsidiary of Huahong
Group. As at 30 June 2018, 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.

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

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.

On 17 May 2018, Sino-Alliance International entered into a placing
agreement for the placing of 28,000,000 Shares of the Company
through a secondary share placing. Completion of such placing took
place on 23 May 2018.

The percentages are calculated based on the total number of shares
of the Company in issue as at 30 June 2018, i.e., 1,040,832,998
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 2018, 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.

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 2018.
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Huahong Group, SAIL and INESA, 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, Huahong Group and SAIL 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.

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 2018.

Pursuant to the disclosures made in accordance with Rule
13.51B(1) of the Listing Rule, Kwai Huen Wong, JP, the independent
non-executive director, has been appointed as the independent
non- executive director of NWS Holdings Limited (Stock Code: 659.
HK) since July 2018.
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The Company has adopted a code of conduct regarding the
Directors’ securities transactions on terms no less exacting than
the required standard set out in the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix
10 of the Listing Rules (the “Code”). 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 Code throughout the six months ended 30 June 2018.

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 2018 and has discussed with the
management on the accounting principles and practices adopted
by the Group, internal controls and financial reporting matters.

The interim report for the six months ended 30 June 2018
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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