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China Electronics Huada Technology Company Limited

PHEFEAREZAERAA

The board of directors (the “Board”) of China
Electronics Huada Technology Company Limited
(the “Company”) hereby presents the unaudited
condensed consolidated results of the Company

FRETFEABIBEERLAA (AR
ANESEg((E2g])EHEHREAA
AIREMBAR ([REE]) #HZE2018
F6AH30R IE A8 A B R EEZER

and its subsidiaries (the “Group”) for the six f#RAZEBWT :
months ended 30 June 2018 as follows:
CONSOLIDATED STATEMENT OF PROFIT #HZ&HEHZ®
OR LOSS
Unaudited
RICEX
Six months ended 30 June
B Z6A30A L AEA
2018 2017
20184 20174
Note HK$’000 HK$’000
Mt 5 FExT FHET
Revenue L'ON 4 981,034 688,074
Cost of sales SHER AR (662,451) (432,375)
Gross profit EF 318,583 255,699
Other income Hip g A 5 19,709 117,775
Selling and marketing costs e TS E KA (50,616) (43,795)
Administrative expenses THHAX (170,567) (150,651)
Operating profit R F 117,109 179,028
Finance income BB WA 6 2,874 5,601
Finance costs B R A 6 (48,919) (48,925)
Finance costs - net BMEKEK—FHE 6 (46,045) (43,324)
Share of results of associates iy NI 3 12 13,251 29,142
Share of result of a joint venture EE—EAERARER 236 (1,451)
Profit before taxation BRBL AR R 7 84,551 163,395
Taxation I 8 (4,559) (19,633)
Profit for the period H 5 R 79,992 143,762
Profit for the period HREINEEBR :
attributable to:
Owners of the Company ARAERFEE 78,080 142,957
Non-controlling interests JE 1% % 25 1,912 805
79,992 143,762
HK cents HK cents
Al il
Basic earnings per share BRELXEF 10 3.85 7.04
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China Electronics Huada Technology Company Limited

PREFEARBZARDA
CONSOLIDATED STATEMENT OF meEtEkER
COMPREHENSIVE INCOME
Unaudited
RICER
Six months ended 30 June
HZ6H30BIEAEA
2018 2017
20184 20174
HK$’000 HK$’000
FET FHET
Profit for the period H 9 55 F 79,992 143,762
Other comprehensive income HAMKRBEENEMGEE
for the period, net of taxation: W #
ltems that will not be subsequently 7~ & Hi7% & 5 8 % i Fll
reclassified to profit or loss: HEBERIER -
Share of an associate’s FE(R —FE B & R R
revaluation gains on properties b ES R € - 1,147
Iltems that may be subsequently H& Rl aeE DB R A
reclassified to profit or loss: S EIEMIER
Exchange differences on BMEGINEEHE L =
translation of foreign operations HE (107,731) 30,819
Total comprehensive income HR2EKEAE
for the period (27,739) 175,728
Total comprehensive income HRAZEKRZLERER
for the period attributable to:
Owners of the Company ARAERFEE (27,366) 174,517
Non-controlling interests El3udig E (373) 1,211
(27,739) 175,728
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China Electronics Huada Technology Company Limited

FEETEAMKARAF

CONSOLIDATED STATEMENT OF FEMBRRER
FINANCIAL POSITION
30 June 31 December
2018 2017
2018%F6H30H 2017412H31H
(Unaudited) (Audited)
(RBEERK) (& Z)
Note HK$’000 HK$’000
M et FHET FET
ASSETS &E
Non-current assets IRBEE
Property, plant and equipment WE BERKR 11 410,314 420,352
Investment properties REME 50,765 51,202
Land use rights ot {50 R A2 11,977 12,314
Intangible assets G E 11 4,870 2,869
Investment in associates REEREIRE 12 2,631,506 2,782,326
Investment in a joint venture R—HEEERAKRE - 4,106
Deferred tax assets FRERTEE E 44,151 40,980
3,153,583 3,314,149
Current assets REBEE
Inventories FE 493,518 406,085
Trade and other receivables B 5 K H fih FE YR IB 13 999,370 767,270
Available-for-sale financial assets A HE S E E 2 - 202,485
Financial assets at fair value RARBESFABZSRME
through profit or loss -3 180,521 =
Short-term deposits SR-GEC = 11,000
Cash and cash equivalents ReERREZEEY 299,367 373,831
1,972,776 1,760,671
Asset held for sale RIEHENEE 4,116 =
1,976,892 1,760,671
Total assets BERE 5,130,475 5,074,820
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China Electronics Huada Technology Company Limited

TRHEFEARKAERAA

CONSOLIDATED STATEMENT OF REMBRRER
FINANCIAL POSITION
30 June 31 December
2018 2017
2018%F6H30H 2017412H31H
(Unaudited) (Audited)
(RBEERK) (& Z)
Note HK$’000 HK$’000
M et FHET FET
EQUITY AND LIABILITIES EEREE
Equity attributable to owners AAFEHEFTEE
of the Company FEfL R
Share capital and premium A% AR K i 8 825,454 825,454
Reserves R (657,258) (551,812)
Retained earnings 1R F 1,769,064 1,751,880
1,937,260 2,025,522
Non-controlling interests FERER 16,015 16,388
Total equity ERAR 1,953,275 2,041,910
Liabilities afE
Non-current liabilities kRBEE
Deferred tax liabilities BERBARE 11,396 14,126
Current liabilities REBEE
Deferred government grants iE 3T B 48 BY 33,574 31,863
Advances from customers BEBMARE 5,093 10,462
Trade and other payables B REMENREA 14 775,784 634,801
Bank and other borrowings BITREMBE 2,337,920 2,314,473
Income tax payable FE ET 4S5 B 3R 1B 13,433 27,185
3,165,804 3,018,784
Total liabilities EEAE 3,177,200 3,032,910
Total equity and liabilities ERREEASE 5,130,475 5,074,820
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China Electronics Huada Technology Company Limited
FPREEFEAMBZERAA

CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

ERREEREB R

Unaudited
FEFH
Attributable to owners of the Company
KRARREAERE
Non-
Share Share Retained controlling Total
capital premium Reserves earnings Total interests equity
2R
e REER L1 REEH £ B BREE
HK$'000 HKS'000 HKS'000 HK$'000 HKS'000 HKS'000 HK§'000
FiEn T FEL Fin T FHL Fin
At1 January 2017 R2017E1A1R 20,299 805,155 (76839 1610720 1,667,776 12873 1,680,649
Total comprehensive income RENEEE - - 31,560 142,057 174517 1211 175,728
Dividend & - - - (60,896) (60,896) - (60,896
At 30 June 2017 H20176A30R 20,299 805,155 (736,838) 1,692,781 1,781,397 14,084 1,795,481
At1 January 2018 RO18E1A18 20,299 805,155 (651,812) 1,751,880 2,025,522 16,388 2,041,910
Total comprehensive income SENEEE - - (105,446) 78,080 (27,366) (873) (27,739)
Dividend ke - - - (60,896) (60,896) - (60,896)
At 30 June 2018 #2018%6A308 20,299 805,155 (657,258) 1,769,064 1,937,260 16015 1,953,275
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China Electronics Huada Technology Company Limited

FTEHEFEAMBARAA

CONSOLIDATED STATEMENT OF CASH SERERER
FLOWS
Unaudited
REERX
Six months ended 30 June
#HZ6H30H L <EA
2018 2017
20184 20174
HK$’000 HK$’000
FER FHET
Cash flows from RETH HERE
operating activities
Cash flows (used in)/generated from &% (Fif) /E4XZRE
operations mE (65,001) 98,996
Interest paid FFE (53,607) (47,828)
Income tax paid TSR (24,212) (17,489)
Net cash flows (used in)/generated KRES (FTR) EE2
from operating activities REMmEFHE (142,820) 33,679
Cash flows from RETH HERE
investing activities
Interest received L R A 2 7,716 5,601
Purchase of property, plant and BEWE BEK
equipment and intangible assets REMERLEE (14,560) (32,575)
Payment for available-for-sale XA ESREE
financial assets RIE - (147,385)
Proceeds from disposal of available- & A[ i HH & & @& &
for-sale financial assets FR18 38 - 94,441
Payment for financial assets at fair XNRX A ER AR
value through profit or loss S RMEERE (284,664) -
Proceeds from disposal of financial HERQA BT ABR
assets at fair value through profit S REEMBRIE
or loss 307,793 =
Decrease in short-term deposits BOBBER R
and cash in transit EBRBEE 11,000 958,331
Proceeds from disposal of property,  HEW¥ « FE K&
plant and equipment REATSRIE 35 8,348
Proceeds from disposal of a business & — I8 ¥ 1S58 = 113,373
Dividends received L ER AR 2, - 51,000
Net cash flows generated from REBRBELEZ
investing activities RemEFHE 27,320 1,051,134
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China Electronics Huada Technology Company Limited

FAETEARKERAA

CONSOLIDATED STATEMENT OF CASH MER
FLOWS
Unaudited
RCEX
Six months ended 30 June
HZ6A308 LLXEA
2018 2017
20184 20174
HK$’000 HK$’000
FET FEIT
Cash flows from RETHZRERE
financing activities
Proceeds from bank and RITRH A B B A8 3RIE
other borrowings 143,067 2,128,915
Repayment of bank and EEFRITREMEE
other borrowings (100,000) (567,093)
Redemption of unsecured e mE At EESR
corporate bonds - (8,117,767)
Net cash flows generated from/ MEESHEL,/(FTA)Z
(used in) financing activities RenEFHE 43,067 (1,5655,945)
Net decrease in cash and RERASEEYRIFHE
cash equivalents (72,433) (471,132)
Effect of exchange rate changes ERgegH e (2,031) 15,954
Cash and cash equivalents at HYzBHeRASEED
beginning of the period 373,831 911,917
Cash and cash equivalents BARZASRALEEY
at end of the period 299,367 456,739
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China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

1

Basis of preparation

(a)

(b)

Compliance with HKFRS and Listing Rules

The condensed consolidated interim financial
statements have been prepared in accordance with
the applicable disclosure requirements of Appendix
16 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the
“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
statements should be read in conjunction with the
consolidated financial statements of the Group for
the year ended 31 December 2017, which have
been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRS”).

The condensed consolidated interim financial
statements have been prepared under the historical
cost convention as modified by the revaluation of
investment properties, certain financial assets at fair
value through profit or loss and available-for-sale
financial assets which are carried at fair value.

Going concern

As at 30 June 2018, the Group's current liabilities
exceeded its current assets by HK$1,188,912,000
primarily due to the fact that the Group has liabilities
under short-term bank and other borrowings (the
“Short-term Borrowings”) of HK$2,337,920,000.

The Board has reviewed the Group’s cash flow
projections which covers a period of not less than
twelve months from 30 June 2018. Given that
the Short-term Borrowings of HK$2,242.9 million
are guaranteed by China Electronics Corporation
Limited (“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 maturities
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 2018. Accordingly, the
Board has prepared the condensed consolidated
interim financial statements on a going concern
basis.

TRHEFEARKAERAA

SRS T H M R R M

1

REEE

(@)

(b)

HEBEBNBREEIR LR A

BHAGATRRBERRIBEEE
BMEXZMARRARES LmHA
(T ETR AL B S1 657 8 2 8 3
BRERBEGAAGRHGLE
BEER ((FBEER]) $34
FIPBMP RS | 2 REMRE

AR A P B SRR EER AR
RIEE BB REER ([ EHEER
SRR ) RE 2 HE2017F12 431
HILFEZ KA MEHRE—HE9E -

AR & B 7 W R R IR S K
AEREGRE  IRREMERET
BAREHABESRMEERAH
HESREAE (BAREIR ME
fEmEHERT

MR2018F6A30H  NEE 2 i 8
BESREREEE188,912,000
B TEARAEEBETHA
2,337,920,0007% 7T 52 AR 17 R Ll
EE(EHEE]D -

EESeCEMAEEREA2018F
6AB0H BT AR+ @AMz
BEmnEEA - ERABE224295
EBATZEHEEATEETFERE
¥EEERAB(PRHEFER])
ERRGEEEAEEASHH I H
BR - BIERASELEZES - FEHE
HEENERMERRAISHEZE
EEEEERE ETeRATEE
BRAABAZHBERNENSE
B201846 A30H it kK + =18 A
FEZHBARE - Al EEGLUE
BREEERRUEALRA R MK
-
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China Electronics Huada Technology Company Limited

HEETEAR

RERRA A

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

2  Principal accounting policies

Except as described below, the accounting policies used
in the preparation of the condensed consolidated interim
financial statements are consistent with those used in the
consolidated financial statements of the Group for the
year ended 31 December 2017.

(i)

In 2018, the Group had adopted the following new
and amended standards that are relevant to its
operations and effective for the accounting period
beginning on 1 January 2018:

HKFRS 9 Financial instruments
HKFRS 15 Revenue from contracts with
customers
HKAS 40 Transfers of investment
(amendments) property

Save as disclosed below, the application of the
above new and amended standards from 1 January
2018 has no material impact on the amounts and/or
disclosures reported in this condensed consolidated
interim financial statements.

HKFRS 9 “Financial instruments”

From 1 January 2018, the Group classifies its
financial assets in the following measurement
categories:

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.

Interim Report 2018 & 8 % &
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China Electronics Huada Technology Company Limited
PREBEFEAMEBERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

SRS T H M R R M

2  Principal accounting policies (Continued) 2

HKFRS 9 “Financial instruments” (Continued)

The classification depends on the entity’s business
model for managing the financial assets and the
contractual terms of the cash flows.

From 1 January 2018, the category of loans and
receivables, including cash and cash equivalents,
short-term deposits, trade receivables, and
financial assets included in other receivables,
were transferred to debt instruments at amortised
cost under HKFRS 9. Available-for-sale financial
assets were transferred to financial assets at
fair value through profit or loss under HKFRS
9. No revaluation reserve is transferred from
other reserves to retained earnings as there is nil
revaluation reserve related to available-for-sale
financial assets at 31 December 2017. Impairment
of trade receivables, other receivables and short-
term deposits are recorded based on the expected
credit loss model. The Group applies the simplified
approach under HKFRS 9 and records lifetime
expected losses that are estimated based on
the present values of all cash shortfalls over the
remaining life of all of its trade receivables. The
Group applies the general approach under HKFRS 9
to financial assets included in other receivables and
short-term deposits.

The comparative information of the condensed
consolidated interim financial statements continues
to be reported under the accounting policies and
disclosure requirements prevailing prior to 1 January
2018, with changes in presentation as explained
below.

31 December
2017
(As originally
reported)
Consolidated statement

of financial position BABBRR 2017%12H31H
(Extract) x(H ) (REZ5)
HK$’000
FHT
Available-for-sale AHEESREE
financial assets 202,485
Financial assets at fair BRAREFABE
value through profit SRMEE

or loss =

DEEANEESREENTED
EBEARZEENREREAN

&R -

MR2018F1A1H * B K WK
R (RRASRASEED - ﬁ
T B HEMEIE R BEEE M E
WHRBEBNNESREE) CERAES
B 75 o 5 A R S5 O5R A T H& 3 AR AR
JIRERITA - A ESREED
BEAEBUBMEEIFORET
BARAEHABEERMEE - AR
2017F12A3IB L EHEAIH T E S
MEEMBz EHHEE  AiiEs
EFEE SR EHEEEARBER -
B 5 MEWGRIE - E fth FE U FRIE K 2 HR
FRRRERBEEEBEBERXA
BR o REBMRNE B EHRERERE
ORI TR0k - W IRIE R E AT
BESREBFEHR T FHANNFAER
%%ﬂ LHBREMGSOFEHERER
o NEBRME BB REXER
%Q%FIET BT EREBEERLM
FERRBEBREEERAANSRHEE -

B4R A R SRR M LB E R
# B IRE 201851 A1 8 Bl £ A
BHBERRBEREERZ® T
Frit s T 25 2 SBERN -

Effect of 1 January
adoption of 2018
HKFRS 9 (Restated)
RNEE 20185

BB WE 1818
EREIRNEE (E35)
HK$°000 HK$’000

FHET FHT

(202,485) =
202,485 202,485
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China Electronics Huada Technology Company Limited
FPREEFEAMBZERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

2  Principal accounting policies (Continued)

HKFRS 15 “Revenue from contracts with
customers”

From 1 January 2018, revenue of the Group
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 comparative information
of the condensed consolidated interim financial
statements continues to be reported under the
accounting policies and disclosure requirements
prevailing prior to 1 January 2018.

Disclosure on revenue recognised from contracts
with customers by categories that depict how the
nature, amount, timing and uncertainty of revenue
and cash flows are affected by economic factors
for the six months ended 30 June 2018 are set out
in Note 4 to notes to the condensed consolidated
interim financial statements.

(i) 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 2018 and have not been early adopted:

HKFRS 16 Leases (effective
from 1 January 2019)

HKFRS 10 and Sale or contribution of assets
HKAS 28 between an investor and
(@amendments) its associate or joint venture

(effective date not yet
determined)

Management is currently assessing the impact
of the above new and amended standards on
the amounts and/or disclosures reported in the
condensed consolidated interim financial statements
of the Group.
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NOTES TO THE CONDENSED CONSOLIDATED

China Electronics Huada Technology Company Limited

INTERIM FINANCIAL STATEMENTS

3

Financial risk management

3.1 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 AN
flow interest rate risk), credit risk and liquidity risk.

The condensed consolidated interim financial
statements does not include all financial risk
management information and disclosures required
in a complete set of financial statements which
have been prepared in accordance with HKFRS,
and should be read in conjunction with the Group’s

TRHEFEARKAERAA

SRS T H M R R M

3 MEEBRER

3.1 MBEBRER

consolidated financial statements for the year ended

31 December 2017.

There have been no significant changes in the risk
management policies since 31 December 2017.

3.2 Liquidity risk

The maturity profile of the Group’s financial liabilities
as at the end of the reporting period, based on the
contractual undiscounted cash flows, is as follows:

FEBZQEEHARXSETRY
BRE  mERR (BENMNERR

EFXREERRERENER

®)  ERERBERDESER -

AERGATHYBRRLTEE
—OREFENBEREERNGER L
TEMBEMERAE A M RR
EEAHREE  UREASEHE
20174 12A31A L FE 2R & 01
R —HIBIE -

H2017F12A31B A% - BB E R
B mE R -

3.2 RBESEME

AEERBREPRNSBAEDHN
BRREAONRTARSRELS
)T

30 June 2018

201866 H30H
More than
1 year but less
Within 1 year than 2 years Total
—FUE
—FR BIEBWE mE
HK$’000 HK$’000 HK$°000
TEx FTEx THET
Bank and other borrowings RITREMEE 2,431,841 = 2,431,841
Trade and other payables BHREMEMKE
(excluding salary payable (TRERNFSR
and other taxes payables) HibpEft5iE) 702,889 - 702,889
3,134,730 - 3,134,730
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China Electronics Huada Technology Company Limited
FREFEAREAERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

3 Financial risk management (Continued)

3.2 Liquidity risk (Continued)

ERGRE F M B R R

3 MBRABRERE)

3.2 RBELEK (&)

31 December 2017

20179128318
More than
1 year but less

Within 1 year than 2 years Total
—FNE

—&ER BEBME Eox |

HK$’'000 HK$’'000 HK$’'000

FEL FET FAEL

Bank and other borrowings RITREMEE 2,320,234 - 2,320,234

Trade and other payables 85 REAMENRIE

(excluding salary payable (TRERNFSR

and other taxes payables) HibpEftiiE) 567,962 - 567,962

2,888,196 - 2,888,196
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS

3 Financial risk management (Continued)

3.3 Fair value estimation

China Electronics Huada Technology Company Limited

3 MBEREE(

TRHEFEARKAERAA

SRS T H M R R M

3.3 RAEMHE

Movements in the financial assets that are measured HANUAR B EZEREE &
at fair value during the period are as follows: BT
Level 1 Level 2 Level 3 Total
E-%& et L ot
HK$’000 HK$°000 HK$’000 HK$°000
TET TER TER TET
Financial assets at fair value BOREFAERE
through profit or loss SREE
- Wealth management products -HEEEER
Unaudited REER
At 1 January 2018 H2018F1A18 - - 202,485 202,485
Transfer between levels (Note (a)) MBI E & (Hita) - 142,360 (142,360) -
Exchange differences ERER - 1,804 (2,818) (1,014)
Additions i - 4,669 297,608 302,277
Disposals & - (93,349) (229,878) (323,227)
At 30 June 2018 H2018%6A30H - 55,484 125,037 180,521
Available-for-sale financial assets T HESRHEE
- Wealth management products -HEEEER
Audited BEEK
At 1 January 2017 W2017F1818 = = 37,249 37,249
Exchange differences ERER N - 7,711 7,711
Additions )l = = 579,444 579,444
Disposals HE - - (421,919) (421,919)
At 31 December 2017 H2017F128318 = - 202,485 202,485

(@

The investments at 30 June 2018 represent
investments in certain wealth management
products issued or sold 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 either
at any time or at certain time within three
months. The fair values of these investments
were determined with reference to either
the statements provided by the commercial
banks or with discounted cash flow method.
The transfer out of Level 3 into Level 2 fair
value measurements is because observable
market data became available for these wealth
management products at 30 June 2018.

201846 A30H K% & Jh151%
BRPAEAREME ([FE])
BERTBITREENE TH
EEEER ZESHMEETEEM
TRIFRARIFREBIR - WA
AR (TAREDFERAR
EMEREKE=EABRAE
LRI IER - ZERENDR
B2 ERERITAIRED
HIRBER BB REEME
E e BEMANEHENEEE
E /R BNR20185F6A30H
B TZEVEERERNA
BR 5T 5 UK o
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China Electronics Huada Technology Company Limited

FEETEAMKARAF

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

3 Financial risk management (Continued)

SRS T H M R R M

3 MBEREER(

3.3 Fair value estimation (Continued) 33 AAEM

Movements in the investment properties that are HANUNRDAEFEZREWE ZE

measured at fair value during the period are as B

follows:

Investment properties RENE Level 1 Level 2 Level 3 Total
£-8 et 4 =R #E

HK$’000 HK$’000 HK$°000 HK$’000

TERT TERT TET TERT

Unaudited REER

At 1 January 2018 H2018F1A1A - - 51,202 51,202

Exchange differences EREE - - (437) (437)

At 30 June 2018 #2018%6A30H - - 50,765 50,765

Audited BEK

At 1 January 2017 H20175181A - - - -

Additions Em = - 49,478 49,478

Exchange differences EREE - - 1,724 1,724

At 31 December 2017 H2017512831R8 = = 51,202 51,202

Information about fair value measurements using
significant unobservable inputs (Level 3) is as

follows:

Description

B

Office building and
carparks - Beijing
BFEREM IR

Wealth management
products
HEERER

Fair value at
30 June 2018
#2018 F  Valuation
6 308  technique(s)
ZARE  EERE
HK$'000
AT
50,765  Direct
comparison
method
BEELBE
125,037 Discounted cash
flow method
NRASREE

Unobservable

inputs
BHUER
Y

Market price
M5 ER

Discount rate
Sk

FEREANBEUBRZBEEIAR

BEFE(E=ZR)

Range of
unobservable
inputs/weighted
average
BUBRZ
HEEE
EEF9E

RMB30,810

per square metre
[SRDP

AR® 30,810 T

3.3% to 4.24%

MBERERNT

Relationship of
unobservable inputs
to fair value
BHUBREIHE
BARE

HEE

The higher the
market price, the
higher the fair
value

miEERES
AREHS

The higher the
discounted rate,
the lower the fair
value
DR EBE
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China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

4 Revenue and segment information

(a)

(b)

Revenue

HEERERER

Sale of integrated
circuit products

FTEHEFEAMBARAR

SRS T H M R R M

4 WARSBER

(a)

['ON
Unaudited
RGEERZ
Six months ended 30 June

#HZEZ6A30HLLAEA
2018 2017
20184 20174
HK$°000 HK$'000
FET FHET
981,034 688,074

All the revenue of the Group are from sale of goods,
which is recognised when the control of goods is
transferred at a point in time.

Operating segments

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

The Board considers that the Group’s operations
are operated and managed as a single segment,
accordingly no operating segment information is
presented.

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.

(b)

AEFEMENHEEERKA » THER
Bt S S R A R AR

T

BoE

BN

EEEERBEEG (T2LERR
)Eﬁﬁm’ﬁuﬂﬁi’%fﬁ& FECE R
E’]i&% ﬁEE‘*@ %%ﬁﬁﬂ*

H‘!k

E’JATHSU\EZE%SE) LA*HEﬁi’EfE

z

ESERRAKEZEBUNE—D
BEERER WU EREEED I
At

ENAKEIZE100% 2 RARB R
BT A HBIBI0% 2 FEMENVE ENL
N R ERELRIEER -
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China Electronics Huada Technology Company Limited
FPREEFEAMBZERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

SRS T H M R R M

5 Other income 5 HtlgA
Unaudited
RISEXK
Six months ended 30 June
B Z6H30HILAEA
2018 2017
20185 20174
HK$’000 HK$'000
FET FHET
Government grants EBRIFH 8 6,733 11,926
Gain on disposal of a business e —EEB R
(Note (a)) (Hiit(a)) = 102,510
Exchange gains [ 5, U 2 4,046 -
Fair value gains on financial assets &2 A Bz AEZE
at fair value through profit or loss EMEEQARERE 2,994 -
Gain on disposal of financial assets HI &R A A EF AEZE
at fair value through profit or loss SHEE RS 4,587 -
Interest income on available-for-sale a1 & & g & &
financial assets F B A - 1,230
Rental income AW A 1,349 -
Others Hpth = 2,109
19,709 117,775

(@) The Group recognised a gain before taxation of
HK$102,510,000 arising from the disposal of its
navigation chips business in May 2017.
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China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

TEEFEKR

SRS T H M R R M

I HBERRQF

6 Finance costs - net 6 ®MERS-FE
Unaudited
RICEX
Six months ended 30 June
#HZE6H30HILAEA
2018 2017
20185 20174
HK$’000 HK$°000
FEx FHET
Finance costs L& B AR
— Interest expense on borrowings —BEMEXE 48,919 48,925
Finance income mEKA
- Interest income on cash —“BekREEEY
and cash equivalents FLEWA (2,874) (5,601)
Finance costs — net BMEKAR—FE 46,045 43,324
7  Profit before taxation 7 BRBADEFR

The Group’s profit before taxation has been arrived at
after charging/(crediting) the following:

Depreciation of property,
plant and equipment
Amortisation of intangible assets
Provision for inventories
Impairment/(reversal of impairment)
provision for trade receivables
Operating lease expenses on
properties

BB E#H

TR EE

B5REHREZ
MERE (BE)

MEZBEBERX

AEEZBBARFIENG, (GEA) K
TRE:

Unaudited
REEZ
Six months ended 30 June
HZ6A30HLLAEA
2018 2017
20184 20174
HK$’000 HK$’000
FHRT THR
12,015 12,761
3,542 10,203
14,860 6,602
1,634 (3,524)
6,228 7,017

Research and development costs for the six months
ended 30 June 2018 were HK$108,762,000 (2017:
HK$101,886,000), and mainly comprised of employee
costs of HK$59,231,000 (2017: HK$54,504,000)
and material costs of HK$18,111,000 (2017:
HK$10,750,000). No research and development costs
were capitalised during the six months ended 30 June
2018 (2017: nil). For the six months ended 30 June
2018, provision for inventories of HK$14,860,000 (2017:
HK$6,602,000) has been charged to cost of sales.

B Z=2018F6A30H 1L/~ & A #7E &FH
K A< £108,762,0005 7T (20174 ¢
101,886,000/ 7T) + £ 2B EB TR K
59,231,000/ 7t (20174 : 54,504,000
7 70) KA R Z4818,111,0005% 7T (2017
£ 110,750,000/ 7T) - RELZE20184F6 A
308 IERMEA AR - I MK R FHBEK A
FLABE AL (20174 « &) - B E2018%F
6A30H L1 A - A%£14,860,0007 7T
78 2 B (20174 : 6,602,000/ 7T) B
STASHERA -
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China Electronics Huada Technology Company Limited
FPREEFEAMBZERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

SRS T H M R R M

8 Taxation 8 ®BiE
Unaudited
RBEX
Six months ended 30 June
BZ6A30ALA<EA
2018 2017
20185 20174
HK$’000 HK$’000
FET FHET
Current taxation AEMHIE

— PRC corporate income tax —FRENEMER 10,115 15,605

~ Withholding tax on distributed —Ba s ER
profits (Note (c)) FR 188 (M 3#(c)) (5,276) 219
4,839 15,824

Deferred taxation RIER IR

- PRC corporate income tax —HhEREMER (4,005) 1,988

— Withholding tax on undistributed ~ — K % B2 & 7 2 B0
profits (Note (c)) B ™ (K1 it(c) 3,725 1,821
(280) 3,809
4,559 19,633

(@) 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 2018 (2017: nil).

(b) In accordance with the corporate income tax laws
of the PRC, the applicable statutory tax rate of
CEC Huada Electronic Design Co., Ltd (“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.

(¢) 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%.
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China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

9 Dividend

The Board has resolved not to declare any dividend for
the six months ended 30 June 2018 (2017: nil).

10 Earnings per share

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

Profit for the period
attributable to owners of
the Company (HK$’000)
Weighted average number of
ordinary shares for the purposes
of basic earnings per share
Basic earnings per share (HK cents)

FHYA

RUAGESRER
Bz & m

FRERBN GEIL)

TRHEFEARKAERAA

SRS T H M R R M

9 KE

EEGORERBE2018F6A308 LA
8BRS AR S (20174 « £&) o

10 BRER

TRERBFTIRE T EEE

AREEEEEERG
Z R (AT

Unaudited
REERZ
Six months ended 30 June
BZ6H30ALAMEA

2018 2017

20184 20174
78,080 142,957
2,029,872,000 2,029,872,000

3.85 7.04

No diluted earnings per share is presented as the
Company did not have any potential ordinary shares
outstanding.

11 Property, plant and equipment and intangible
assets

During the six months ended 30 June 2018, the Group
had additions to property, plant and equipment of
HK$8,922,000 (2017: HK$17,298,000).

During the six months ended 30 June 2018, the Group
had additions to intangible assets of HK$5,638,000
(2017: HK$15,277,000).

MRNAR BN EESERARITELER
B MU EBERGREERM -

1 9% BERRBNELEE

REE2018F6A30H L AEARN - K&
BRARAENE BERRBZIRAR
8,922,000 7T (20174 : 17,298,000/
JT) °

REZE2018F6A30H L AEARN - K&

ERORE B A E 2 AR 55,638,000
77T (20174F = 15,277,000% 7T) °
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China Electronics Huada Technology Company Limited
FPREEFEAMBZERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

12 Investment in associates

SRS T H M R R M

12 RBELRRE

Unaudited
RISEXK
Six months ended 30 June
B Z6H30HILAEA
2018 2017
20185 20174
HK$’000 HK$'000
FET FAT
Beginning of the period W) 4 o4 2,782,326 2,449,780
Share of results EAG & 13,251 29,142
— Share of post-acquisition —fERUEER (B51B)
(loss)/profit i ) (2,613) 29,142
- Gain on cancellation of — — At E QAR
subsidiaries of an associate NGl € 2,697 -
— Gain on combination of business ~ — — & H & A 7 &) £ [F
under the common control of THI T EBA O
an associate g 2 3,079 S
— Gain on anti-dilution of interest ——RBE QAN
in an associate o R M s 10,088 -
Exchange differences JE 5 =% (19,101) 64,898
Dividend 98 (51,000) (51,000)
Share of revaluation gains EEMEEGH KRS
on properties - 1,147
Share of exchange differences on BB B INEB D
translation of foreign operations &N =5 (93,970) (8,127)
End of the period HA R 4 #4 2,631,506 2,490,840
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China Electronics Huada Technology Company Limited

TRHEFEARKAERAA

NOTES TO THE CONDENSED CONSOLIDATED  ffER%R& o B B F5 3R R M =L

INTERIM FINANCIAL STATEMENTS

12 Investment in associates (Continued) 12 REZEQRRE (

Particulars of the associates at 30 June 2018 and 31
December 2017 are as follows:

Place of
establishment
and type of Principal place of
Name legal entity operation and activities
£B RIBRRAAME TEREHUREY
China Electronics Optics Valley - Cayman Islands, PRC, development and
Union Holding Company limited liability company operation of business parks
Limited (‘CEOVU') REHR BREEAT TE EXRERRER
PEXABARRERART
(rrExal)
Beijing Chipadvanced PRC, limited liability PRC, provision of integrated
Technology Inc. company circuit testing services
IERZHERAERAE BB ARELLE HE - REERER SRS

It & X B 1201896 A30H &2017412
ABIBZFBHET -

Interest held
fik s
30June 31 December
2018 2017
Paid-in capital 20185 0174
BUWEE 64308 12A818

HK$764,237,200 33.37% 33.06%
(2017:
HKS$771,332,400)
764,237,200 70
(2017%
771,332,400% )

RMB40,740,000 10.36% 10.36%
AR %40,740,0007

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

The Group has not received any dividend from CEOVU
during the six months ended 30 June 2018 (2017:
HK$51,000,000).

The fair value of the Group’s interest in CEOVU at 30
June 2018 based on the closing price of HK$0.61
per CEOVU ordinary share as quoted on The Stock
Exchange of Hong Kong Limited on 30 June 2018 was
HK$1,555,500,000.

There are no contingent liabilities relating to the Group’s
interest in associates at 30 June 2018 (31 December
2017: nil).

EFEERRAKENBERRTELAY
FAEEMEBEE -

REE2018F6A30B I AEARN » A&
5] 3F A U ER A f] P B R AR R (20174 ¢
51,000,000/ 7T) °

REBPREHA 2 EZEN201856A30
B2 2 A {8 A1,555,500,000% 7T+ Jh 4R
BERPEXALEBRMN20184F6A30AH
EEBHAR AR ARMERZKHE
0.61& s & ©

7201846 A 30 H A 5 B R B & 1) 7)) 42

=8 AHHE A E (2017F128318 -
=) -
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China Electronics Huada Technology Company Limited

FEETEAMKARAF

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

12 Investment in associates (Continued)

Set out below are the summarised financial information

of CEOVU and its subsidiaries:

SRS T H M R R M

12 RBELRRE

FEEARAMBRARZUBERNT :

30 June 31 December
2018 2017
201846 H30H 2017F12A31H
(Unaudited) (Audited)
(REEEFRK) (&%)
HK$’000 HK$’000
FTET FHT
Current B
Assets BE 12,613,595 12,565,416
Liabilities afE (5,540,728) (4,632,298)
Non-current FETRE
Assets BE 5,648,174 5,034,072
Liabilities af& (3,978,178) (3,693,895)
Net assets AEFE 8,742,863 9,273,295
Net assets attributable to EENRER S ER
owners of CEOVU BEECZEEFE 7,844,442 8,374,301
Investment in an associate RSN RRE 2,617,690 2,768,517
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NOTES TO THE CONDENSED CONSOLIDATED

China Electronics Huada Technology Company Limited

INTERIM FINANCIAL STATEMENTS

12 Investment in associates (Continued)

12 RBERRRE(

Set out below are the summarised financial information

TRHEFEARKAERAA

SRS T H M R R M

FEEARAMBRARZUBERNT :

of CEOVU and its subsidiaries: (Continued) (4&)
Unaudited
RIGEX
Six months ended 30 June
HZ6A308 LLXEA
2018 2017
20184 20174
HK$’000 HK$’000
FERT FHET
Revenue WA 940,544 1,608,359
Profit for the period attributable to B R 5 B Y
owners of CEOVU PEAREEREE 40,172 91,412
Other comprehensive income for B HE fh 2 E M A
the period:
Revaluation gains on properties b/ ES=A Al & - 3,597
Exchange differences on MEBINERH
translation of foreign operations [E N =58 (283,384) (9,810)
Total comprehensive income for HAZENGAERS
the period attributable to owners RARERA RS
of CEOVU HEE (243,212) 85,199
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China Electronics Huada Technology Company Limited
FPREEFEAMBZERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

13 Trade and other receivables

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. The ageing

SRS T H M R R M

13 ESREAMERRE

AEBEZHEEABHNEEHAOAE
1350 EMHENERHEE MR 3
0 AEEE S EUGE (NBRRERR)

analysis of the Group’s trade receivables (net of provision R DTN -
for impairment) is as follows:

30 June 31 December
2018 2017
201846 H30H 2017412A31H
(Unaudited) (Audited)
(RBER) (B#& %)
HK$°000 HK$'000
FTHET FET
Current to 30 days 30HA 178,950 208,398
31-60 days 31H £60H 136,209 62,798
61-180 days 61H £180H 434,895 256,138
Over 180 days and within 1 year 180H LA £ R1F R 102,626 106,934
Over 1 year 1 £ 37,852 93,407
890,532 727,675

14 Trade and other payables

The ageing analysis of the Group’s trade payables is as
follows:

14 ES5REMENSTE

FEEEZEMNFRORESFTOT :

30 June 31 December

2018 2017

201846 A30H 20174 12A831H

(Unaudited) (Audited)

(REE®R) (B EZ)

HK$’000 HK$'000

FTHERT FET

Current to 30 days 30H A 192,204 205,936
31-60 days 31H £60H 132,815 90,051
Over 60 days 608 LA E 170,767 119,751
495,786 415,738
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China Electronics Huada Technology Company Limited
PREBEFEAMEBERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

15 Contingent liabilities

The Group did not have any material contingent liability
at 30 June 2018 (31 December 2017: nil).

16 Related party transactions and balances

The Group entered into the following material
transactions in the ordinary course of business with

related parties during the period:

(a) Significant transactions with related parties

SRS T H M R R M

15 REEE

H2018F6A30H « A& E W EAE R E A
B BE (20174128318 « &) -

16 BEHALRZREH

PEIRARSER B 2B BT kA

THETT TIRHEERRS :

(@) ERBALZERRS

Unaudited
RCERZ
Six months ended 30 June
HZ6A308 LAEA
2018 2017
2018% 20174
HK$’000 HK$°000
FEx FHET
CEC TEEFEE
Interest expenses FlE X H 1,580 1,529
Guarantee fee ERE 5,805 5,360
Companies under SHEETEHR

common control of CEC HEZEHZ AT
Sale of products HEER 98,156 74,881
Purchase of goods and services  HB & m kRS 405,577 304,271
Interest income F B U A 1,207 579
Interest expenses F B i 21 5,648
Rental income Ae kA 1,349 -
Rental expenses e 1,141 -
Property management fee MEEESB 4,041 3,254

Fees and commissions B BR TS 2

for financial services FHEERAS - 10
Catering service fee BHREE 208 1,135
Addition of borrowings HiEgEE - 215,154
Repayment of borrowings BEEE - 435,318
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China Electronics Huada Technology Company Limited

FEETEAMKARAF

NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS

16 Related party transactions and balances (Continued)

16 BHALIRZRER

SRS T H M R R M

(b) Significant balances with related parties (b) EBEEB AT ZERLEH
30 June 31 December
2018 2017
201846 A30H 2017412A31H
(Unaudited) (Audited)
(REEE®K) (&%)
HK$’000 HK$'000
FET FAT
CEC FEEFEH
Other payables H A FR8 3,558 3,589
Borrowings B 71,166 71,778
Companies under THhEEFEM
common control of CEC #HEZFZ AT
Trade receivables B 5 EWGRIE 81,280 19,020
Other receivables H il fE U RIA 6,443 1,485
Deposits TR 162,223 326,736
Trade payables B S EMRIE 338,557 318,245
Other payables e 5RIE 16,882 25,591
Advance from customers EPEM KA 1,238 5,988
Joint venture AEAR
Trade receivables B 5 EWNIE 7,286 7,348

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 B o
with interest rate ranging from 4.00% to 4.35% per

annum.
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China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

16 Related party transactions and balances (Continued)

(c) Key management compensation

TEEFEAMBRAERAA

ERGRE F M B R R

16 BHALRZREH (Z)

(c) XEEBAEME

Unaudited
RCER
Six months ended 30 June
#HZ6A30HLLAEA
2018 2017
20185 20174
HK$’000 HK$’000
FER FET
Salaries, allowances and 2= 3:.953
benefits in kind B WiEF 3,522 3,698
Contributions to retirement RIKETE
schemes HR 297 278
3,819 3,976
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China Electronics Huada Technology Company Limited

PHEFEAREZAERAA

REPORT ON REVIEW OF CONDENSED
CONSOLIDATED INTERIM FINANCIAL
INFORMATION

e

AR S PR B AR EFR
HE

Ernst & Young RAKBETMEBFR Tel EB5%: +852 2846 9888
EY& i 22/F, CITIC Tower EHEDRAEE1R Fax fSE: +852 2868 4432
7 1 Tim Mei Avenue hiEkE2218 ey.com

Central, Hong Kong

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
31, which comprises the consolidated statement
of financial position of China Electronics Huada
Technology Company Limited (the “Company”)
and its subsidiaries as at 30 June 2018 and the
related consolidated statement of profit or loss,
consolidated statement of comprehensive income,
condensed consolidated statement of changes
in equity and consolidated statement of cash
flows 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” (“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 condensed consolidated interim financial
information in accordance with HKAS 34. Our
responsibility is to express a conclusion on
this condensed consolidated interim 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.
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China Electronics Huada Technology Company Limited

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 HKAS 34.

Ernst & Young
Certified Public Accountants

Hong Kong, 30 August 2018
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China Electronics Huada Technology Company Limited
FPREEFEAMBZERAA

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

Results overview

Revenue of the Group for the six months
ended 30 June 2018 amounted to HK$981.0
million, representing an increase of 42.6% when
comparing with the corresponding period of last
year. Profit attributable to owners of the Company
amounted to HK$78.1 million, representing a
decrease of 45.4% when comparing with the
corresponding period of last year. The decrease in
profit was primarily attributable to the recognition
by the Group of a one-off gain before taxation
of HK$102.5 million arising from the disposal of
its navigation chips business for the six months
ended 30 June 2017. The basic earnings per
share was HK3.85 cents (2017: HK7.04 cents).

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, the Group’s products are mainly used
in sectors such as identity authentication, financial
payment, government utilities, telecommunication
and mobile payment. For the six months ended
30 June 2018, the Group has obtained 27 new
patents, registered 4 new software copyrights and
4 new integrated circuits layout designs.
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China Electronics Huada Technology Company Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

During the first half of 2018, driven by the policy
on the issuance of state cryptographic algorithm
powered bank cards, and benefited from the
positive impacts resulted from centralised
issuance of bank cards by state-owned banks, the
market demand for domestic financial payment
chips grew continuously, and coupled with the
Group’s successful participation in bank card
projects of various major domestic banks, both
market share and sales volume of the financial
payment chips of the Group increased significantly
when comparing with the corresponding period
of last year. Meanwhile, as a result of the
acceleration of issuance of the second-generation
social security cards due to the commencement
of the replacement process for the domestic
social security cards, as well as the supply of the
third-generation social security cards in the first
tranche pilot cities which began during the first
half of 2018, sales volume of the social security
card chips increased significantly when comparing
with the corresponding period of last year. Sales
volume of other major products, such as identity
authentication and telecommunication and mobile
payment smart card chips remained stable when
comparing with the corresponding period of last
year. For the six months ended 30 June 2018,
overall sales volume of the Group increased by
10.7% when comparing with the corresponding
period of last year. Since the types of smart card
chips that recorded growth in sales volume for the
first half of 2018 were mainly financial payment
and social security products with unit price higher
than the average selling price, revenue of the
Group for the six months ended 30 June 2018
increased by 42.6% to HK$981.0 million.
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China Electronics Huada Technology Company Limited
FPREEFEAMBZERAA

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

For the six months ended 30 June 2018,
the overall gross profit margin was 32.5%,
representing a drop of 4.7 percentage points
from 37.2% of the corresponding period of last
year. The decrease was mainly attributable to the
intensified competition in the market of financial
payment chips and telecommunication and
mobile payment chips in 2018, which resulted in
the decrease of selling price of these products
when comparing with the corresponding period
of last year. Nevertheless, through successfully
conducting the research of, applying and
promoting different types of assembling materials,
the Group has not only relieved the problem of
shortage of raw material, but also controlled and
reduced cost to a certain extent, and partly offset
the negative impact of the abovementioned factor
on the overall gross profit margin of the period.

Selling and marketing costs for the six months
ended 30 June 2018 amounted to HK$50.6
million (2017: HK$43.8 million). The percentage of
selling and marketing costs to revenue decreased
to 5.2% from 6.4% of the corresponding period
of last year. The decrease was mainly attributable
to the continuous implementation by the Group of
stringent cost control measures during the period.

Administrative expenses for the six months
ended 30 June 2018 amounted to HK$170.6
million, representing an increase of 13.2% when
comparing with the corresponding period of last
year, which was primarily due to the increase
in research and development costs during the
period. The percentage of administrative expenses
to revenue decreased to 17.4% from 21.9% of the
corresponding period of last year.
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China Electronics Huada Technology Company Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

Research and development costs for the six
months ended 30 June 2018 was HK$108.8
million (2017: HK$101.9 million), which
represented 11.1% of the revenue for the six
months ended 30 June 2018 (2017: 14.8%).
Research and development during the period
primarily focused on the continuous improvements
in product functions and performance, advanced
research of new process, enhancement of product
security technology, research in application of
security chips in the Internet of Things sector
and the development of application systems and
solutions.

Other income

Government grants recognised as income
decreased by 43.5% to HK$6.7 million for the
six months ended 30 June 2018 resulted from
less government subsidies for research and
development costs incurred in the period.

Share of result of an associate

CEOVU, the Group’s 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. Since a number of the
projects were still in the development stage in the
first half of 2018, the Group’s share of result from
CEOVU for the six months ended 30 June 2018
decreased by 55.0% to HK$13.0 million.
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China Electronics Huada Techno\ogy Company Limited
FPREEFEAMBZERAA

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

Outlook

Looking forward, benefited from rapid promotion
of the domestic smart card chips and the gradual
increase of competitiveness of domestic smart
card chip products, the domestic financial
payment chips market will retain a relatively large
market capacity, while the trial and promotion of
the third-generation social security cards will enter
the scale application stage and facing intensified
competition across the domestic and overseas
integrated circuits industry, the Group will closely
track the domestic market demands, seize the
opportunity of the financial payment chips and the
third-generation social security card chips market,
actively explore potential customers in industries
and enterprises, strengthen the construction of
sales channels and expand its scale of sales.
In addition, the Group will step up its efforts
in developing new business layouts that could
drive its future revenue growth, strive to provide
diversified and high-quality products that meet the
demands of customers and markets.

On the other hand, based on its independently
developed security technology, smart card chips
design technology and application technology
accumulated over the years, the Group will adopt
a market-orientated approach to strengthen its
research in areas such as Internet of Things
system technology, security technology, smart
card chips technology, and production process
technology, and take forward the development
of products such as Internet of Things security
chips and system solution, and internet of Things
secure operation and maintenance platforms, as
well as the application in industries such as smart
cities, smart manufacturing, smart transportation,
smart home, and automotive electronics in a
progressive manner, and continuously enhance
its core competitiveness in the Internet of Things
industry and market. In addition, the Group will
also actively strengthen its strategic co-operation
with foundry manufacturers and optimise the
processing flows of its supply chain, and continue
to research and promote personalised assembling
product solution, to ensure its production capacity
and lower its production cost, and strive to
become a world leading supplier of smart cards
and security chips for Internet of Things.
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China Electronics Huada Technology Company Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

Dividend
The Board has resolved not to declare any
dividend for the six months ended 30 June 2018
(2017: nil).

Financial Review

The Group generally finances its working capital
and funding requirements through internal
resources, and bank and other borrowings. At
30 June 2018, the Group had cash and cash
equivalents amounted to HK$299.4 million, of
which 98.0% was denominated in Renminbi, 1.5%
in United States dollars and 0.5% in Hong Kong
dollars (31 December 2017: HK$373.8 million, of
which 96.8% was denominated in Renminbi, 2.3%
in United States dollars and 0.9% in Hong Kong
dollars).

At 30 June 2018, the Group had bank and
other borrowings of HK$2,337.9 million, all
were denominated in Renminbi (31 December
2017: HK$2,314.5 million, of which 95.6% were
denominated in Renminbi and 4.4% in Hong Kong
dollars). Among these borrowings, (i) HK$23.7
million were secured by deposits of the Group and
HK$2,314.2 million were unsecured (31 December
2017: all were unsecured), and (ii) all were
borrowed at fixed interest rates (31 December
2017: HK$2,214.5 milion and HK$100.0 million
were borrowed at fixed and variable interest
rates respectively). At 30 June 2018, committed
borrowing facilities available to the Group but not
drawn amounted to HK$1,054.3 million.

At 30 June 2018, certain assets of the Group with
an aggregate carrying value of HK$24.3 million
were pledged as collateral for borrowings of the
Group (31 December 2017: the Group did not
pledge any assets as collateral for its borrowings).
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China Electronics Huada Technology Company Limited
FPREEFEAMBZERAA

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 2018, the Group had net current
liabilities of HK$1,188.9 million (31 December
2017: HK$1,258.1 million). The gearing ratio,
which is calculated as net debt divided by total
equity and net debt of the Group, was 51.1% (31
December 2017: 48.7%).

At 30 June 2018, the Group did not have any
material capital commitment (31 December
2017: nil) for the acquisition of fixed assets and
intangible assets. The Group did not have any
material contingent liability at 30 June 2018 (31
December 2017: nil).

Employee and Remuneration
Policies

At 30 June 2018, the Group had approximately
360 employees, the majority of whom were based
in the PRC. Employee benefit expenses during the
period were HK$107.4 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

OTHER INFORMATION

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

At 30 June 2018, 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, an executive
director of the Company and Deputy Chairman of
the Board, had personal interest (long position) in
1,189,420 shares of the Company (representing
0.06% of the issued share capital of the
Company), and Ms. Liu Jinmei, a non-executive
director of the Company, had personal interest
(long position) in 197,250 shares of the Company
(representing 0.01% 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 “SFO”)), 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.

Directors’ Rights to Acquire Shares
or Debentures

At no time during the six months ended 30 June
2018 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.
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China Electronics Huada Technology Company Limited
FPREEFEAMBZERAA

OTHER INFORMATION

Shareholders with Notifiable Interests

At 30 June 2018, 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 BERRZESLE
China Electronics Corporation
(BVI) Holdings Company

Limited (“CEC (BVI)")

Huada Semiconductor Co., Ltd ERYERARRA
(“Huada Semiconductor”) (Ev2-t-1)
(Note 1) (Br#t1)

CEC (Note 2) FEETFEE (M2

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 2018,
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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China Electronics Huada Technology Company Limited

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
2018.

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 2018.

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 2018.
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FPREEFEAMBZERAA

OTHER INFORMATION

Audit Committee

The audit committee of the Board has reviewed
the unaudited condensed consolidated interim
financial statements of the Group for the six
months ended 30 June 2018.

Directors’ Particular

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

Mr. Dong Haoran was appointed as an executive
director of Huada Semiconductor (Chengdu) Co.,
Ltd in March 2018 and a non-executive director
of Advanced Semiconductor Manufacturing
Corporation Limited (a company with its shares
listing on The Stock Exchange of Hong Kong
Limited) in May 2018.

Mr. Liu Hongzhou ceased to be an executive
director of Huada Electronics in March 2018.

By Order of the Board

Dong Haoran
Chairman

Hong Kong, 30 August 2018
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