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DEFINITIONS

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

“Board”

“China” or “the PRC”

“Company” or “our Company”

“Company Secretary”
“Director(s)”
“EPS”

“Executive Director(s)

“Group”

HKS
“Hong Kong”

“HH-Wuxi”

“Independent Non-Executive
Director(s)”

the board of Directors of the Company;

the People’s Republic of China, but for the purpose of this annual report and for
geographical reference only and except where the context otherwise requires,
references in this annual report to “China” and the “PRC” do not include Taiwan, the
Macau Special Administrative Region and Hong Kong;

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 company secretary of the Company;

the director(s) of the Company;

earnings per share;

the executive director(s) of our Company;

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 PRC;

Hua Hong Semiconductor (Wuxi) Limited, a company incorporated in the PRC
on 10 October 2017. Upon such incorporation, HH-Wuxi was held as to 100% by
HHGrace, a wholly-owned subsidiary of the Company, and will continue to be held
as to 51.0% by the Group following the completion of the transactions under the
JV Agreement and the Capital Increase Agreement, of which 22.2% will be held
directly by the Company and 28.8% will be held indirectly by the Company through
HHGrace; China Integrated Circuit and Wuxi Xi Hong Lian Xin will hold 29.0% and
20.0% of HH-Wuxi, respectively;

the independent non-executive director(s) of our Company;
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DEFINITIONS

“Listing Rules”

“Non-Executive Director(s)”

‘RMB”

“SFO”

“Stock Exchange”

‘Us$”

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

the non-executive director(s) of our Company;
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;

The Stock Exchange of Hong Kong Limited;

US dollars, the lawful currency of USA.
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Board of Directors

Executive Directors
Suxin Zhang (Chairman)

Junjun Tang (President) (appointed on 1 May 2019)

Yu Wang (resigned on 1 May 2019)

Non-Executive Directors

Yang Du

Takayuki Morita

Jing Wang (appointed on 28 June 2019)
Jun Ye

Jianbo Chen (resigned on 28 June 2019)

Independent Non-Executive Directors
Stephen Tso Tung Chang

Kwai Huen Wong, JP

Long Fei Ye

Company Secretary
Xiaojun Wang (Solicitor)

Authorized Representatives

Junjun Tang (appointed on 1 May 2019)
Xiaojun Wang (Solicitor)

Yu Wang (resigned on 1 May 2019)

Audit Committee

Stephen Tso Tung Chang (Chairman)
Long Fei Ye

Jun Ye

Remuneration Committee

Kwai Huen Wong, JP (Chairman)

Long Fei Ye

Jing Wang (appointed on 28 June 2019)
Jianbo Chen (resigned on 28 June 2019)

Nomination Committee
Suxin Zhang (Chairman)
Kwai Huen Wong, JP
Long Fei Ye

Website

www.huahonggrace.com

Auditor

Ernst & Young

Certified Public Accountants
22nd Floor, CITIC Tower

1 Tim Mei Avenue, Central
Hong Kong

CORPORATE INFORMATION

Legal Advisor

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

Principal Banks

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

Industrial and Commercial Bank of China Shanghai
Branch

No. 9, Pudong Avenue

Pudong New Area

Shanghai, PRC

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

Pudong New Area

Shanghai, PRC

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

China Development Bank Shanghai Branch
No. 68, Puming Road
Shanghai, PRC

China Construction Bank Corporation Hong Kong
Branch

28/F, CCB Tower, 3 Connaught Road, Central

Hong Kong

Bank of Communications Co., Ltd. Hong Kong Branch
20 Pedder Street, Central
Hong Kong

China Development Bank Jiangsu Branch
No. 232, Middle Jiangdong Road
Nanjing, Jiangsu, PRC

Agricultural Bank of China Wuxi Xinwu Subbranch
No. 26, Hefeng Road

Xinwu District

Wuxi, Jiangsu, PRC
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CORPORATE INFORMATION

Share Registrar
Tricor Investor Services Limited
Level 54, Hopewell Centre

183 Queen’s Road East
Hong Kong

Registered Office
Room 2212, Bank of America Tower

12 Harcourt Road, Central
Hong Kong

Principal Place of Business and Head
Office

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

Stock Code

1347
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Performance

1H 2019 1H 2018 Change

US$’000 US$ 000

Unaudited Unaudited
Revenue 450,790 439,961 25 %
Cost of sales (308,370) (295,330) 4.4 %
Gross profit 142,420 144,631 (1.5)%
Other income and gains 31,807 17,064 86.4 %
Selling and distribution expenses (4,004) (3,712) 7.9 %
Administrative expenses (63,075) (55,765) 13.1 %
Other expenses (2,119) (6,884) (69.2)%
Finance costs (625) (1,284) (51.3)%
Share of profits of an associate 1,010 5,161 (80.4)%
Profit before tax 105,414 99,211 6.3 %
Income tax expense (8,879) (13,083) (32.1)%
Profit for the period 96,535 86,128 12.1 %

Attributable to:
Owners of the parent 90,826 85,888 57 %
Non-controlling interests 5,709 240 2,278.8 %
Revenue

Revenue was US$450.8 million, an increase of 2.5% compared to 1H 2018, primarily due to increased average selling
prices.

Cost of sales
Cost of sales was US$308.4 million, an increase of 4.4% compared to 1H 2018, primarily due to increased unit cost of
raw materials and depreciation expenses.

Gross profit
Gross profit was US$142.4 million, a decrease of 1.5% compared to 1H 2018, primarily due to lower utilization,
increased unit cost of raw materials and depreciation expenses, partially offset by increased average selling prices.

Other income and gains
Other income and gains were US$31.8 million, an increase of 86.4% compared to 1H 2018, primarily due to increased
fair value gains on financial assets at fair value through profit or loss and interest income.

Selling and distribution expenses

Selling and distribution expenses were US$4.0 million, an increase of 7.9% compared to 1H 2018, primarily due to
increased labor expenses.
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MANAGEMENT DISCUSSION AND ANALYSIS

Administrative expenses
Administrative expenses were US$63.1 million, an increase of 13.1% compared to 1H 2018, primarily due to increased
labor expenses and R&D expenses, partially offset by an impairment provision in 1H 2018.

Other expenses
Other expenses were US$2.1 million, a decrease of 69.2% compared to 1H 2018, mainly due to decreased foreign
exchange losses.

Finance costs
Finance costs were US$0.6 million, a decrease of 51.3% compared to 1H 2018, primarily due to decreased bank
borrowings.

Share of profits of an associate
Share of profit of an associate was US$1.0 million, a decrease of 80.4% compared to 1H 2018, due to decreased profit
realized by the associate.

Income tax expense
Income tax expense was US$8.9 million, a decrease of 32.1% compared to 1H 2018, primarily due to increased
reversal of dividend withholding tax and decreased taxable profit.

Profit for the period

As a result of the cumulative effect of the above factors, profit for the period was US$96.5 million, an increase of 12.1%
compared to 1H 2018. Net profit margin was 21.4%, an increase of 1.8 percentage points compared to 19.6% in 1H
2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Status

[ ]
30 June 31 December
2019 2018 Change
US$’000 US$ 000
Unaudited Audited
Non-current assets
Property, plant and equipment 1,037,724 773,180 34.2 %
Right-of-use assets 16,914 - 100.0 %
Investment property 170,939 171,225 (0.2)%
Investment in an associate 64,900 64,005 1.4 %
Equity instruments designated at fair value through
other comprehensive income 208,008 208,357 (0.2)%
Other non-current assets 175,375 87,432 100.6 %
Total non-current assets 1,673,860 1,304,199 28.3 %
Current assets
Inventories 139,128 129,629 7.3 %
Trade and notes receivables 147,771 176,797 (16.4)%
Due from related parties 4,366 10,800 (59.6)%
Other current assets 72,067 12,479 477.5 %
Financial assets at fair value through profit or loss 658,306 667,033 (1.3)%
Restricted and time deposits 14,724 337 4,269.1 %
Cash and cash equivalents 834,678 777,000 7.4 %
Total current assets 1,871,040 1,774,075 55 %
Current liabilities
Trade payables 76,966 79,470 (3.2)%
Due to related parties 12,688 5,838 117.3 %
Other current liabilities 341,290 239,890 42.3 %
Lease liabilities 1,381 - 100.0 %
Interest-bearing bank borrowings 4,364 4,371 (0.2)%
Total current liabilities 436,689 329,569 325 %
Net current assets 1,434,351 1,444,506 (0.7)%
Non-current liabilities
Interest-bearing bank borrowings 24,001 26,227 (8.5)%
Lease liabilities 16,653 - 100.0 %
Deferred tax liabilities 8,203 18,146 (54.8)%
Total non-current liabilities 48,857 44 373 10.1 %
Net assets 3,059,354 2,704,332 13.1 %
Explanation of items with fluctuation over 5% from 31 December 2018 to 30 June 2019
Property, plant and equipment
Property, plant and equipment increased from US$773.2 million to US$1,037.7 million, mainly as a result of the
construction of the HH-Wuxi project.
[ ]

Right-of-use assets/Lease liabilities

Right-of-use assets and lease liabilities were recognized under HKFRS 16 after 1 January 2019. According to HKFRS
16, a lessee is required to recognize a right-of-use asset representing its right to use the underlying leased asset and
a lease liability representing its obligation to make lease payments.
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MANAGEMENT DISCUSSION AND ANALYSIS

Other non-current assets
Other non-current assets increased from US$87.4 million to US$175.4 million, primarily due to increased prepayments
for capital expenditures.

Inventories
Inventories increased from US$129.6 million to US$139.1 million, primarily due to increased raw materials.

Trade and notes receivables
Trade and notes receivables decreased from US$176.8 million to US$147.8 million, primarily due to lower revenue
compared to 2H 2018.

Due from related parties
Due from related parties decreased from US$10.8 million to US$4.4 million, primarily due to decreased account
receivables from certain of our related parties.

Other current assets
Other current assets increased from US$12.5 million to US$72.1 million, primarily due to increased prepayments to
suppliers and VAT deductible tax.

Restricted and time deposits
Restricted and time deposits increased from US$0.3 million to US$14.7 million, due to US$13.9 million of restricted
deposits for the portion of dividend not paid yet on 30 June 2019.

Cash and cash equivalents

Cash and cash equivalents increased from US$777.0 million to US$834.7 million, mainly due to (i) payout of
US$1,535.4 million from investment in financial assets at fair value through profit or loss, (i) US$317.0 million of equity
injection to HH-Wuxi, (iii) US$99.5 million generated from operating activities, (iv) US$11.9 million of interest income,
and (v) US$1.3 million proceeds from share option exercise. This was offset by (i) investment in financial assets at fair
value through profit or loss of US$1,518.9 million, (ii) capital investments of US$333.3 million, (iii) dividend payments of
US$51.0 million, (iv) a repayment of bank borrowing of US$2.2 million, (v) lease liabilities payments of US$0.2 million,
and (vi) interest payments of US$0.2 million. Additionally, there was a negative adjustment of US$1.6 million due to
RMB depreciation.

Due to related parties
Due to related parties increased from US$5.8 million to US$12.7 million, primarily due to a receipt of rental prepayment
from one of our related parties.

Other current liabilities

Other current liabilities increased from US$239.9 million to US$341.3 million, primarily due to (i) increased payables
for capital expenditures, (ii) increased dividend payables, and (iii) a receipt of government funding, partially offset by
payments of taxations and year-end bonus for 2018.

Interest-bearing bank borrowings
Total interest-bearing bank borrowings decreased from US$30.6 million to US$28.4 million, due to a repayment of bank
borrowing.

Deferred tax liabilities

Deferred tax liabilities decreased from US$18.1 million to US$8.2 million, primarily due to a reversal of dividend
withholding tax accrued for 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

Cash Flow

1H 2019 1H 2018 Change

US$’000 US$ 000

Unaudited Unaudited
Net cash flows generated from operating activities 99,518 109,495 (9.1)%
Net cash flows used in investing activities (304,919) (167,369) 82.2 %
Net cash flows generated from financing activities 264,710 523,168 (49.4)%
Net increase in cash and cash equivalents 59,309 465,294 (87.3)%
Cash and cash equivalents at beginning of the period 777,000 374,890 107.3 %
Effect of foreign exchange rate changes, net (1,631) (3,462) (52.9)%
Cash and cash equivalents at end of the period 834,678 836,722 (0.2)%

Net cash flows generated from operating activities
Net cash flows generated from operating activities decreased from US$109.5 million to US$99.5 million, primarily due
to increased payments of VAT deductible tax, partially offset by enhanced account receivable collection.

Net cash flows used in investing activities

Net cash flows used in investing activities were US$304.9 million, primarily attributed to (i) US$1,518.9 million for
investment in financial assets at fair value through profit or loss, and (ii) US$333.3 million for capital investments,
offset by (i) payout of US$1,535.4 million from investment in financial assets at fair value through profit or loss, and (ii)
US$11.9 million of interest income.

Net cash flows generated from financing activities

Net cash flows generated from financing activities were US$264.7 million, including (i) US$317.0 million of equity
injection to HH-Wuxi and (ii) US$1.3 million proceeds from share option exercise, partially offset by (i) dividend
payments of US$51.0 million, (ii) a repayment of bank borrowing of US$2.2 million, (iii) interest payments of US$0.2
million, and (iv) lease liabilities payments of US$0.2 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

The conditions of the global semiconductor market were affected by high inventories in the first half of the year,
with poor performance in the wafer foundry industry for the first half of 2019. Using flexible sales strategies and the
advantages of certain differentiated technologies, the Company has achieved year-on-year growth in sales for the
second quarter and the first half of 2019.

Overall demand for discrete devices has remained stable, with a record high production of DT (Deep Trench)-SUNFET.
The Company’s average selling prices increased from the second half of last year and the same period last year,
mainly due to product mix optimization, in particular by increasing capacity ratios for high voltage power discrete
devices, such as DT (Deep Trench)-SINFET and IGBT.

In response to the increasing demand for MCU required for future intelligent control applications, the Company has
continuously worked on the optimization and business expansion of eNVM technologies. In the first half of 2019, the
wafer shipment volume and average selling price of embedded flash technology for MCU increased year-on-year. In
addition, there was a strong increase in the number of new products using 0.11um embedded flash technology.

Construction of the 300mm wafer factory. HH-Wuxi, which commenced in March 2018, has progressed smoothly. In
the second quarter of 2019, the clean room passed certification, and most of the equipment and tools were installed.
Early stage technology development has progressed smoothly, including: 55nm logic and radio-frequency CMOS
technology; 90nm embedded flash memory technology; and 90nm BCD technology. Based on market research and
technology evaluation result, a 12-inch power discrete technology was adopted, which led to a 12-inch IC + Power
project plan at HH-Wuxi. Larger production capacity & upgrade of technology of 12-inch power discrete technology at
HH-Wuxi will allow the Company to better serve domestic and overseas customers, and expand our industry-leading
advantages in the power discrete field, especially for medium and high voltages power discrete technologies.

Implementation of the corporate development strategy for embedded flash MCU, radio-frequency IC and power
discrete using 200mm wafer technology and the start of 300mm wafer volume production in the fourth quarter initially
for 55nm logic and radio-frequency CMOS technology will enable the Company to provide higher quality service of
differentiated technologies for our customers.
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REPORT ON REVIEW OF INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

RS S M B ERNERRES

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

Introduction

We have reviewed the interim financial information set out on
pages 24 to 58 which comprises the 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 2019 and the related condensed
consolidated statements of profit or loss, comprehensive income,
changes in equity and cash flows for the six-month period then
ended, 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 (“HKICPA”). The directors of the Company are
responsible for the preparation and presentation of this interim
financial information in accordance with HKAS 34. Our responsibility
is to express a conclusion on this 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.

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 HKICPA. 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 interim financial information is not prepared, in
all material respects, in accordance with HKAS 34.

Ernst & Young

Certified Public Accountants
Hong Kong

6 August 2019
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
PROFITORLOSS
P BAAGSEER wrenmmner

FOR THE SIX MONTHS ENDED

i 30 JUNE
BEAA=THIAEAR
2019 2018
—®-nE —T-N\&
(Unaudited) (Unaudited)
(REER) (CRIgEZ)
Notes (US$°000) (US$'000)
Hiat (F%£x) (FZ=T)
Revenue SHEMA 4 450,790 439,961
Cost of sales SHERAR (308,370) (295,330)
Gross profit EF 142,420 144,631
Other income and gains EH AU A KU zs 4 31,807 17,064
Selling and distribution expenses HERDIHER (4,004) (8,712)
Administrative expenses EEER (63,075) (55,765)
Other expenses Hi &R (2,119) (6,884)
Finance costs WEER (625) (1,284)
Share of profit of an associate i — e & A B 7l 1,010 5,161
PROFIT BEFORE TAX BADER & 105,414 99,211
Income tax expense SR> 6 (8,879) (13,083)
PROFIT FOR THE PERIOD AR 96,535 86,128
Attributable to: AR S IEFELS -
Owners of the parent ISYNCIE/Z PN 90,826 85,888
Non-controlling interests PR i R 5,709 240
96,535 86,128
EARNINGS PER SHARE ATTRIBUTABLE TO BA & BERERFE A
ORDINARY EQUITY HOLDERS OF EhERAR
THE PARENT: 7
Basic - VIN
— For profit for the period — BT US$0.071 US$0.083
0.071% T 0.0833%7T
Diluted s
— For profit for the period — HAR& A US$0.070 US$0.082
0.0703% T 0.082% 7T
[ ]
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

FHIERAFRS EEWNER

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_Z-NAFAA=THELREA

FOR THE SIX MONTHS ENDED
30 JUNE
BEAA=tHILEAEA

2019 2018
—B-nF —T-N\F
(Unaudited) (Unaudited)
(REER) (REEEZ)
(US$’000) (US$'000)
(GFE=om) (FZ=T)
PROFIT FOR THE PERIOD Dbyl 96,535 86,128
OTHER COMPREHENSIVE LOSS Hit2EEE
Other comprehensive income RERBBTSENHE
not to be reclassified to profit or EERRMHEMEEIE
loss in subsequent periods:
Net gain on equity instruments at BARnRBEFARMEE
fair value through other comprehensive Ias R s T BRI
income, net of tax MERFIE - 1,645
Other comprehensive income RERBRET EE
to be reclassified to profit or BaEmEMEE R
loss in subsequent periods:
Exchange differences on translation MEBINETEE R
of foreign operations HNIE Z= BB (11,486) (30,446)
OTHER COMPREHENSIVE LOSS HAHM2EES
FOR THE PERIOD, NET OF TAX HBRFLIE (11,486) (28,901)
TOTAL COMPREHENSIVE INCOME HAZEK AR
FOR THE PERIOD 85,049 57,227
Attributable to: LA B IRELG
Owners of the parent ISYNCIL VPN 87,301 65,362
Non-controlling interests IR (2,252) (8,135)
85,049 57,227

20194 #xRk45 INTERIM REPORT 2019 25

AN

/




INTERIM CONDENSED CONSOLIDATED STATEMENT OF
FINANQ_IAL POSITION .
PHEA R AR S BT IS AR L R o .

30 June 31 December

< 2019 2018
—E-NE —E—)\F
AA=+H +=RA=+—H
(Unaudited) (Audited)
(RESEZ) (FFEZ)
Notes (US$’000) (US$'000)
ez (F%rm) (F=7T)
NON-CURRENT ASSETS ERBEE
Property, plant and equipment M - WE MR 9 1,037,724 773,180
Right-of-use assets FREEE 16,914 -
Investment property WEYZ 170,939 171,225
Prepaid land lease payments TEfS T AR EFRIE 58,570 58,989
Intangible assets EmEE 12,198 9,571
Investment in an associate R—EBE A RIMIEE 64,900 64,005
Equity investments designated BERAABETAHM
at fair value through other FHEKENERTE
comprehensive income 208,008 208,357
Long term prepayments to third parties ENE =7 2 REITA FRIE 90,270 3,762
Long term prepayments A B 77 =R EATE T I8
to related parties 6,908 8,747
Deferred tax assets R IBEE 7,429 6,363
Total non-current assets EREEELRTE 1,673,860 1,304,199
CURRENT ASSETS REBEE
Inventories i3 139,128 129,629
Trade and notes receivables B 5 UG IA K R R K 10 147,771 176,797
Prepayments, other receivables TEfSFRIE - Bt FEURIE
and other assets NEMEE 72,067 12,479
Due from related parties JFE U BB 5 FR0E 4,366 10,800
Financial assets at fair value EARBEGTAEBRN
through profit or loss TREE 658,306 667,033
Restricted and time deposits EUR & K& EHITFR 14,724 337
Cash and cash equivalents HeRBEeEEY 834,678 777,000
Total current assets MENEELRE 1,871,040 1,774,075
CURRENT LIABILITIES REBEE
Trade payables B S IR 11 76,966 79,470
Other payables and accruals HAb eI RIBE R EHE R 267,047 165,370
Interest-bearing bank borrowings FTESRITER 4,364 4,371
Lease liabilities HEaRFE 1,381 =
Government grants BT ED 55,335 44,406
Due to related parties A REES: 5 5B 12,688 5,838
Income tax payable FERTFR1S R 18,908 30,114
Total current liabilities U IN=REF 436,689 329,569
NET CURRENT ASSETS REEEFHE 1,434,351 1,444,506
TOTAL ASSETS LESS EELERRBAR
CURRENT LIABILITIES 3,108,211 2,748,705
continued)/...
g/ ..
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

—eaeenore PHARGRAAR S IR IR R

30 June 31 December

2019 2018
—E-hE —ZT-)N\F
AA=+H +=RA=+—H
(Unaudited) (Audited)
(REEFX) (fFEZ)
Notes (US$’000) (US$'000)
Htat (FZ%r) (F=%=x)
NON-CURRENT LIABILITIES FRBEME
Interest-bearing bank borrowings FTESRITER 24,001 26,227
Lease liabilities HEEE 16,653 =
Deferred tax liabilities RIETHIABE 8,203 18,146
Total non-current liabilities ERE B ERTE 48,857 44,373
Net assets EERH 3,059,354 2,704,332
EQUITY =
Equity attributable to BREER AL
owners of the parent
Share capital &N 12 1,961,742 1,960,159
Reserves & 234,763 195,097
Total equity attributable to BARHEEAELEREE
owners of the parent 2,196,505 2,155,256
Non-controlling interests PG T 862,849 549,076
Total equity R 3,059,354 2,704,332
Suxin Zhang Jun Ye
RED ik
Director Director
3 EFE
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

RS S ER FER

HEz-T—

FOR THE SIX MONTHS ENDED 30 JUNE 2019
NERA=FHIEAEA

Attributable to owners of the parent

BAREE AR
Other
Share  reserve and Fair Asset  Statutory  Exchange Non-
Share Merger option  contributed value revaluation reserve fluctuation  Accumulated controlling Total
capital reserve reserve  surplus reserve  reserve’ fund reserve losses Total interests equity
BRE HbRER OnEER EEER EE  EXED FER
e AHRRE fFE  fRen 1 HE  BRES fife gkl fit B En4E
US$'000  USS'000  USS000  US$'000  USS'000  US$000  USS000  US$000 US$'000  USS000  US$000  USS$000
T£7 T£7 57 T4n T4n Ti7 Ti7 Ti7 T4n T7 Ti7 Ti7
(note 20)
(H20)
At 31 December 2018 (audited) RZE-NE
TZAZT-B(ERH) 1960159 645494 6,607 34,590* 2,545 99,257 71,595 34,655 (699,646) 2,155,256 549,076 2,704,332
Effect of adoption HKFRS 16 (note 22) iRV B 5228
Z16%MF2 (ho2) - - - - - - - - (1570)  (1,570) - (1,570)
At 1 January 2019 (restated) (unaudited) R=F—-hE—A—F
(&5) (R EER) 1960,159 645494 6607 34590 2505 99257  TI595 34,655 (701,216) 2153686 549076 2,702,762
Proft for the period BaH - - = = - - - - 90,826 90,826 5,709 96,535
Exchange differences on ranslation ~~ BEBINERELE)
of foreign operations MNEZE - - - - - - - (3,525) - (3,525) (7.961)  (11,486)
Total comprehensive income BRrEhEEE
forthe period 5 5 . - = - - (5% 086 &3 (22%) 8509
Capital contributon from FARERTE
non-controlling interests - - - 975 - - - - - 975 316,025 317,000
Issue of shares ki 1,583 - (308) - - - - - - 1,275 - 1,275
Equity-settled share option arrangements  MESEEMERER - - 4,040 - - - - - - 4,040 - 4,040
Final 2018 cvidend declared s45E-2-/\Ehe - - = - = = = 5 (077 (50772) - G
Transfer from retained profits FRE-RHTLR
generated by a subsidiary EENBERR - - - - - - 8,084 - (8,084) - - -
At 30 June 2019 (unaudited) RZE-NE
NASTR(REREE) 1961742 645494° 10,339 35,565* 2,545 99,257 79,679 31,1304 (669,246) 2,196,505 862,849 3,059,354
At 31 December 2017 (audited) i d
TZA=T-R(EER) 1554870 645,494 7,083 45007 - 99,257 52,173 113518 (822,287) 1,695,205 - 1,695,205
Effect of adoption HKFRS 9 ROERTBRS
RRIZoRNTE - - - - 1046 - - - - 1,046 - 1046
At 1 January 2018 (restated) (audited) ~ R=F—/\F—-A—H
(7)) (%H) 154870 645494 7083 45097 1046 9257 S2173 113508 (822087) 1,696,251 - 1696251
Profit for the period BEH = = = = S = = = 85,888 85,888 240 86,128
Change in fair value, net of tax MhEEEE MREE - - - - 1,545 - - - - 1545 - 1545
Exchange differences on translation ~ REIGHERELH
of foreign operations NEZE - - - - - - - (2201) - (20m) (8375 (30,446)
Total comprehensive income BRrENREE
for the perod . . . S 1 . S o) o888 65k (B1%) 5727
Capital contribution from FHERERTE
non-controlling interests - - - - - - - - - - 565,000 565,000
Issue of shares ¥kt 4129 - (1,249) - - - - - - 2880 - 2880
Equity-settled share option amangements JAERLEMERETH - - 1,007 - - - - - - 1,007 - 1,007
Final 2017 dividend declared RRER-F-tERE - - - - - - - - (41,09)  (41,09) - (410%)
Transfer from retained profits ERE-HTOR
generated by a subsidiary EENRER - - - - - - 8464 - (8.464) - - -
At 30 June 2018 (unaudited) RZE-N\F
NAZTH(REER) 1558999 645,494 6,841 45,097 2591 99,257 60,637 91,447 (785,958) 1,724,405 556,865 2,281,270
# The asset revaluation reserve arose from a change in use from an # BESHFEBEREABERYERRERA
owner-occupied property to an investment property carried at fair BRARBEIRZIREDSE -
value.
* These reserve accounts comprise the consolidated reserves of * ZERBIRBRA GRS T EARR
US$234,763,000 (31 December 2018: US$195,097,000) in the RN b A 5234, 763,000 7T (= B —
interim condensed consolidated statement of financial position. NE+=ZA=+—H :195,097, 000E7T) °
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_T-NFARA=TRHLAEAR

CASH FLOWS
FHIERAGERERER

FOR THE SIX MONTHS ENDED

30 JUNE
BEAA=tTHIEAXEA

2019 2018
—E-hF —F-N\F

(Unaudited) (Unaudited)
(RREXR) (RgeEZ)

(US$°000) (US$'000)
(F%5x) (F=7T)
CASH FLOWS FROM RETHIBRERE
OPERATING ACTIVITIES
Profit before tax 758 A A 105,414 99,211
Adjustments for: BUATHIEELRFAE
Finance costs BhE &R 625 1,284
Share of profit of an associate G — R E A R (1,010) (5,161)
Interest income R B U A (11,299) (4,777)
Fair value gains on financial assets RAnBEFAB=NSH
at fair value through profit or loss BEAREBEKS (13,500) (1,787)
Loss on disposal of items of property, HEWE - BREREZE
plant and equipment 18 B wEstE 16 84
Depreciation of property, plant and equipment W - WERRETE 60,328 57,803
Provision of impairment of B SR RIERERE
trade receivables 47 25
Write-down of inventories to WomF & = A #IR)FE
net realisable value 1,020 -
Impairment on items of property, M - B &REE B RE
plant and equipment - 3,792
Amortisation of intangible assets T B B 1,687 1,466
Recognition of prepaid land lease payments RN LA E A 326 345
Depreciation of right-of-use assets FREEENE 802 =
Equity-settled share option expense it E AR 2 4,040 1,007
148,496 153,292
Increase in inventories FEEM (10,504) (12,290)
Decrease/(increase) in trade B S EWGRIA R EWEE
and notes receivables D, (35hn) 28,979 (9,163)
Increase in prepayments, other receivables TERFIE - EAbEUGRIE &
and other assets HAh & EEE N (61,697) (1,963)
Decrease/(increase) in amounts due from FEUR AR 5 s B (2 n)
related parties 6,434 (4,508)
(Increase)/decrease in restricted R A R EHITF R
and time deposits (&), (458) 36
Decrease in trade payables B SN RIBER LD (2,504) (1,563)
Increase in other payables and accruals Hfth S 5RIE R B B R 0 66 2,565
Increase in government grants TSR 485 B3 AN 14,629 2,294
Increase in amounts due to related parties JFE A< B HE: 5 SRIBE 0 6,850 8,170
Cash generated from operations RETHEENRS 130,291 136,870
Income tax paid BT FTEH (30,773) (27,375)
Net cash flows from operating activities RETEMBRENEFHE 99,518 109,495
continued)/...
&/ ..
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS
THFRGERERER

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_ZT-NFARA=THELXEA

FOR THE SIX MONTHS ENDED
30 JUNE
BEAA=ZTHILEAEA

2019 2018
—E—NE —E-N\F
(Unaudited) (Unaudited)
(REEEZX) (REEEZ)
(US$°000) (US$'000)
(5F=27e) (FZ=T)
CASH FLOWS FROM INVESTING ACTIVITIES #REFHFEBRESRE
Interest received BUYFE 11,917 5,875
Purchases of items of property, plant and BEWX  WERZEIEE
equipment (332,012) (71,764)
Purchases of prepaid land lease payments BEEN T HEERIE - (43,342)
Purchases of items of intangible assets BEELEEIER (1,258) (470)
Proceeds from disposal of items of property, HEYE BERKZEEE
plant and equipment i858 2 3
Decrease in restricted and time deposits BR & KOE SRR - 139,602
Purchase of financial assets at fair value BERARBETAERD
through profit or loss SREE (1,518,918) (291,915)
Proceeds from disposals of financial assets HERARBEFABEN
at fair value through profit or loss EREE 1,535,350 94,642
Net cash flows used in investing activities RETEFTARESREFE (304,919) (167,369)
CASH FLOWS FROM FINANCING ACTIVITIES ®BEEHFERESRE
Proceeds from issue of shares BT TS F0A 1,316 2,806
Capital contribution from IR ITE
non-controlling interests 317,000 565,000
Dividends paid BERRE (37,042) (27,221)
Repayment of bank loans BEBITEN (2,182) (2,267)
Increase in restricted and time deposits R K E HRTF g 0 (13,943) (13,867)
Interest paid BERFE (190) (1,283)
Principal portion of lease payments S NMEEREEMD (249) =
Net cash flows generated from REEEEREREFE
financing activities 264,710 523,168
NET INCREASE IN CASH AND REeRRESEEYIEINFE
CASH EQUIVALENTS 59,309 465,294
Cash and cash equivalents YR e RIRSEED
at beginning of period 777,000 374,890
Effect of foreign exchange rate changes, net HNENE R B L - FHEE (1,631) (3,462)
CASH AND CASH EQUIVALENTS HMAREERRSEEY
AT END OF PERIOD 834,678 836,722
ANALYSIS OF BALANCES OF CASH ReRBESEEMERDM
AND CASH EQUIVALENTS
Cash and bank balances e RIRTTHES 510,002 835,252
Unrestricted time deposits with REERRIEADR=EA
original maturity of less than B MR 45 5 HRTF AR
three months when acquired 324,676 1,470
Cash and cash equivalents as stated ReERERFAINIRE K
in the statement of cash flows HEeEEY 834,678 836,722
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

30 June 2019
—ZE-AFXA=TH

Corporate Information

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

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

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

2.1 Basis of preparation

The interim condensed consolidated financial information for
the six months ended 30 June 2019 has been prepared in
accordance with HKAS 34 Interim Financial Reporting. The
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 consolidated financial statements for
the year ended 31 December 2018.

The financial information relating to the year ended 31
December 2018 that is included in the interim condensed
consolidated statement of financial position 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
those 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 2018 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
auditors have reported on the financial statements for the
year ended 31 December 2018. The auditor’s report was
unqualified; and did not contain a statement under sections
406(2), 407(2) or 407(3) of the Hong Kong Companies
Ordinance.

 H R B An

2.1
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CONSOLIDATED FINANCIAL INFORMATION
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2.2 Changes in Accounting Policies and

32

Disclosures

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 2018, except for the adoption of the new and
revised Hong Kong Financial Reporting Standards (“HKFRSs")
effective as of 1 January 2019.

Amendments to HKFRS 9 Prepayment Features with

Negative Compensation

HKFRS 16 Leases
Amendments to HKAS 19 Plan Amendment Curtailment
or Settlement

Amendments to HKAS 28 Long-term Interests in
Associates and Joint
Ventures

Uncertainty over Income Tax
Treatments

Amendments to HKFRS 3,
HKFRS 11, HKAS 12 and

HKAS 23

HK(IFRIC)-Int 23

Annual Improvements
2015-2017 Cycle

Other than as explained below regarding the impact of HKFRS
16 Leases, the new and revised standards are not relevant to
the preparation of the Group’s interim condensed consolidated
financial information. The nature and impact of HKFRS 16 are
described below:

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4
Determining whether an Arrangement contains a Lease,
HK(SIC)-Int 15 Operating Leases — Incentives and HK(SIC)-
Int 27 Evaluating the Substance of Transactions Involving the
Legal Form of a Lease. The standard sets out the principles
for the recognition, measurement, presentation and disclosure
of leases and requires lessees to account for all leases under
a single on-balance sheet model. Lessor accounting under
HKFRS 16 is substantially unchanged from HKAS 17. Lessors
will continue to classify leases as either operating or finance
leases using similar principles as in HKAS 17. Therefore,
HKFRS 16 did not have any financial impact on leases where
the Group is the lessor.
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

30 June 2019
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2.2 Changes in Accounting Policies and

Disclosures (continued)

The Group adopted HKFRS 16 using the modified
retrospective method of adoption with the date of initial
application of 1 January 2019. Under this method, the standard
is applied retrospectively with the cumulative effect of initial
adoption as an adjustment to the opening balance of retained
earnings at 1 January 2019, and the comparative information
for 2018 was not restated and continues to be reported under
HKAS 17.

New definition of a lease

Under HKFRS 16, a contract is, or contains a lease if the
contract conveys a right to control the use of an identified
asset for a period of time in exchange for consideration.
Control is conveyed where the customer has both the right
to obtain substantially all of the economic benefits from use
of the identified asset and the right to direct the use of the
identified asset. The Group elected to use the transition
practical expedient allowing the standard to be applied only
to contracts that were previously identified as leases applying
HKAS 17 and HK(IFRIC)-Int 4 at the date of initial application.
Contracts that were not identified as leases under HKAS 17
and HK(IFRIC)-Int 4 were not reassessed. Therefore, the
definition of a lease under HKFRS 16 has been applied only to
contracts entered into or changed on or after 1 January 2019.

At inception or on reassessment of a contract that contains
a lease component, the Group allocates the consideration in
the contract to each lease and non-lease component on the
basis of their standard-alone prices. A practical expedient is
available to a lessee, which the Group has adopted, not to
separate non-lease components and to account for the lease
and the associated non-lease components (e.g., property
management services for leases of properties) as a single
lease component.
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2.2 Changes in Accounting Policies and
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Disclosures (continued)

As a lessee — Leases previously classified as operating
leases
Nature of the effect of adoption of HKFRS 16

The Group has lease contracts for various items of property.
As a lessee, the Group previously classified leases as either
finance leases or operating leases based on the assessment
of whether the lease transferred substantially all the rewards
and risks of ownership of assets to the Group. Under HKFRS
16, the Group applies a single approach to recognise and
measure right-of-use assets and lease liabilities for all leases,
except for two elective exemptions for leases of low value
assets (elected on a lease by lease basis) and short-term
leases (elected by class of underlying asset). The Group has
elected not to recognise right-of-use assets and lease liabilities
for (i) leases of low-value assets; and (i) leases, that at the
commencement date, have a lease term of 12 months or less.
Instead, the Group recognises the lease payments associated
with those leases as an expense on a straight-line basis over
the lease term.

Impacts on transition

Lease liabilities at 1 January 2019 were recognised based on
the present value of the remaining lease payments, discounted
using the incremental borrowing rate at 1 January 2019.

The right-of-use assets were measured at the amount of
the lease liability, adjusted by the amount of any prepaid or
accrued lease payments relating to the lease recognised in the
statement of financial position immediately before 1 January
2019. All these assets were assessed for any impairment
based on HKAS 36 on that date.

The Group has used the following elective practical expedients
when applying HKFRS 16 at 1 January 2019:

e  Applied the short-term lease exemptions to leases with
a lease term that ends within 12 months from the date of
initial application; and

e  Applied a single discount rate to a portfolio of leases with
reasonably similar characteristics.
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NOTES TO THE INTERIM CONDENSED

CONSOLIDATED FINANCIAL INFORMATION
= nenere PHARBRAR S B E R EE

2.2 Changes in Accounting Policies and

Disclosures (continued)

As a lessee — Leases previously classified as operating

leases (continued)
Impacts on transition (continued)

The impacts arising from the adoption of HKFRS 16 as at 1

January 2019 are as follows:

22 B BERNSBRKE (&)

EREBA - ERAEEHENE
g

BRTE (')

R NEF— A BERATEN R
SHEREGTFAEENTEMT :

Increase/(decrease)
#mn, CR)
US$’000
FEx
(Unaudited)
(REEXZ)
Assets BE
Increase in right-of-use assets 5 FREE I 17,746
Decrease in prepayments, other receivables — FBfHFIE « H b FEUCEIE M
and other assets HAb & =R (1,711)
Increase in deferred tax assets EET I E =N 277
Increase in total assets BEREEN 16,312
Liabilities =V
Increase in lease liabilities GE==Le il (17,882)
Increase in accumulated losses ZETEBEEM 1,570

Summary of new accounting policies

The accounting policy for leases as disclosed in the annual
financial statements for the year ended 31 December 2018
is replaced with the following new accounting policies upon
adoption of HKFRS 16 from 1 January 2019:

Right-of-use assets

Right-of-use assets are recognised at the commencement date
of the lease. Right-of-use assets are measured at cost, less
any accumulated depreciation and any impairment losses,
and adjusted for any remeasurement of lease liabilities. When
the right-of-use assets relate to interests in leasehold land
held as inventories, they are subsequently measured at the
lower of cost and net realisable value in accordance with the
Group’s policy for “inventories”. The cost of right-of-use assets
includes the amount of lease liabilities recognised, initial
direct costs incurred, and lease payments made at or before
the commencement date less any lease incentives received.
Unless the Group is reasonably certain to obtain ownership of
the leased asset at the end of the lease term, the recognised
right-of-use assets are depreciated on a straight-line basis
over the shorter of the estimated useful life and the lease term.
A right-of-use assets arising from land lease is presented as
prepaid land lease payments.
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2.2 Changes in Accounting Policies and

36

Disclosures (continued)

Summary of new accounting policies (continued)

Lease liabilities

Lease liabilities are recognised at the commencement date
of the lease at the present value of lease payments to be
made over the lease term. The lease payments include fixed
payments (including in-substance fixed payments) less
any lease incentives receivable, variable lease payments
that depend on an index or a rate, and amounts expected
to be paid under residual value guarantees. The lease
payments also include the exercise price of a purchase
option reasonably certain to be exercised by the Group and
payments of penalties for termination of a lease, if the lease
term reflects the Group exercising the option to terminate. The
variable lease payments that do not depend on an index or a
rate are recognised as an expense in the period in which the
event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the
Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is
not readily determinable. After the commencement date, the
amount of lease liabilities is increased to reflect the accretion
of interest and reduced for the lease payments made. In
addition, the carrying amount of lease liabilities is remeasured
if there is a modification, a change in future lease payments
arising from change in an index or rate, a change in the lease
term, a change in the in-substance fixed lease payments or a
change in assessment to purchase the underlying asset.
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

30 June 2019
—T-NAFRA=+H

Operating Segment Information

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

The principal assets employed by the Group are located in
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:

3.

AR B AR & B 35 B R B RE

w85 BEN

TRERRE  AEBEBE—FEEY
%7‘1 CFERERENHEEYERE
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For the six months
ended 30 June
BZEASA=1THIEAEA

2019 2018

—E-AF = — N\

(Unaudited) (Unaudited)

(REER) (REEEZ)

(US$’000) (US$'000)

(F%£5x) (F=7T)

China (including Hong Kong) HE (BIEEE) 243,904 251,857
United States of America EFERE R 83,136 80,052
Asia (excluding China and Japan) M (EFER B R AZA) 53,059 52,969
Europe B 36,706 32,975
Japan SN 33,985 22,108
450,790 439,961

AN
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4. Revenue and Other Income and Gains

38

30 June 2019
—ET-hFXA=1H

An analysis of revenue and other income and gains is as

follows:

WA ~ AR K

A - A RMmAH DT

For the six months
ended 30 June
BZEASA=1THIEAEA

2019 2018
—E-hE —ZT—)\&F
(Unaudited) (Unaudited)
(REBEZR) (REEZ)
(US$°000) (US$'000)
(F=x) (F%=1)
Revenue from contracts with customers ZF&#E
Sale of goods HEEm 450,790 439,961
Other income Hibug A
Rental income HUA 6,409 6,852
Interest income FE U A 11,299 4,777
Government subsidies IEdiaR 311 3,146
Others HAftb 288 502
18,307 15,277
Other gains, net Hith = F 50
Fair value gains on financial assets BEAREEFABER 2
at fair value through profit or loss TREEZ AR EERE 13,500 1,787
31,807 17,064
Type of goods or service ERmBREEN D E
Sales of semiconductor products and total ~ HEEE RS EFIR B
revenue from contracts with customers BEE X BB A 450,790 439,961
Timing of revenue recognition W = R SR A
Goods transferred at a point in time and total 3 —2hEEE NS K 2k B
revenue from contracts with customer EEEHRRIEA 450,790 439,961

The disaggregation of the Group’s revenue based on the
geographical region for the six months ended 30 June 2019 is

included in note 3.
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5. Profit before Tax

The Group's profit before tax is arrived at after charging:

NOTES TO THE INTERIM CONDENSED

CONSOLIDATED FINANCIAL INFORMATION

e PHIBRAGS MR E R
5. BiAnmA

REBRTADE N TIR kR T 5B IRE

eI
For the six months
ended 30 June
BZEASA=1THIEAEA
2019 2018
—E-hEF —ZT—)\F
(Unaudited) (Unaudited)
(REER) (CRIEEZ)
(US$’000) (US$'000)
(SF==m) (FZ=T)
Cost of inventories sold BEEFEKA 308,370 295,330
Write-down of inventories to FEMRER EIRFE
net realisable value 1,020 -
Impairment of trade receivables B 5 R IERE 47 25
Impairment on items of property, Y% - BE MR EEERE
plant and equipment - 3,792
Exchange losses [E 5 &5 2,102 7,092

Income Tax

Hong Kong profits were subject to profits tax at the rate of
16.5% during the period (six months ended 30 June 2018:
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 2018: 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 have
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 a High
and New Technology Enterprise and thus was entitled to a
preferential tax rate of 15% from 2018 to 2020.

Frig®i

REIARNE B R NAR16.5%(HE-F
—N\FRA=TRHLNEA :16.5%)H
BERGMAED - ARARR R —RE
FB M AL B F 1 B 7 B A I S ERAF
FERFRLUA - B BB AN B HREH
BEEE—T-\FARA=THLAHE
A ) -

AR ARRERSESEMKZINTA
AERSHSY EES L X0 (M
FRMRIN LB EMES - WEBT A
BB BERMEREHR -

i A< 9 B =0 B A B0 B P
EOFAF - R HAEE R S
Bi£ R R AR B AT 2 A R
Uy A\ 42 259% B0 72 B A o B A
8%t -

BIEFPBEEEEREZRREREEE
R E - AEE KT AR LEELT
RNHFEBREEGEFR AR ([FEWRN])
HEBERKARTRMEE  HEER
CE-N\FE T _TFHRIE15%H
BEB R -
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6.

40

30 June 2019

Income Tax (continued)

Pursuant to the relevant laws and regulations in the PRC and
with approval from the tax authorities in charge, one of the
Group’s subsidiaries, Huahong Semiconductor (Wuxi) Co.,
Ltd. ("HH-Wuxi”), is entitled to an exemption from CIT for five
years, commencing from the first year that HH-Wuxi generates
taxable profit, and a deduction of 50% on the CIT rate for the
following five years.

The Company’s subsidiary incorporated and operating in
Japan is subject to a corporation tax rate of 25.5% (six months
ended 30 June 2018: 25.5%).

The Company’s subsidiary incorporated and operating in the
United States is subject to a federal corporation income tax
rate of 21% during the period (six months ended 30 June
2018: 21%), as well as state tax at 8.84% (six months ended
30 June 2018: 8.84%).

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

—ET-hFXA=1H

6. P (%)

RIBFBEEREZRIER L EREEE
HRAME  ARE—RTRRELFE
B (RS BRAR ([FILER])EER
ERERBENE —FEAFRALH
MIEERAEHR - MR A FR250% °

RRBIEBARNFEMAL R EEN T AT
fE1Z25.5% (BE—_FT—/\FXRA=1TH
1E7XME A 25.5% ) AR B RF -

AAREERTMA S K EERT AR
B 1% (BE-_T—N\F,A=1+H
LENMER 1 21%) My SIS R &
8.84% (B ZEZE—Z—N\FAA=1FHLN
& : 8.84% ) KM FE AR R EHHR ©

RNEERSHFAZHEEZHEKERD N
T

For the six months
ended 30 June
BZEASA=1THIEAEA

2019 2018

—E-hHF —ZT—)\F

(Unaudited) (Unaudited)

(REER) (CRIgEZ)

(US$°000) (US$'000)

(SF==m) (FZ=T)

Current income tax — PRC EHIFEH —F 14,936 15,386
Current income tax — elsewhere B EIRTS R — Bt [@ 18 31
Withholding tax on dividend declared TR ETEN 4,656 4,245
Deferred tax EERIR (10,731) (6,579)
8,879 13,083

During the period, the directors of a subsidiary established in
Mainland China approved that any undistributed profits of the
subsidiary generated in 2018 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$12,443,000 (six months ended 30
June 2018: US$9,303,000).
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REIR - R BRI B — B2 A
BEERETERZTRAAR-E—N
FEAZIARDEEFRAANRRZ
AR S o Eitt - REBFHH B AHAK
S Z T A B A R IR B B TR0
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

30 June 2019
—T-NAFRA=+H

Earnings per Share attributable to Ordinary
Equity Holders of the Parent

The calculation of the basic earnings per share amounts is
based on the profit for the period attributable to ordinary equity
holders of the parent and the weighted average number of
ordinary shares of 1,284,846,838 in issue during the period (six
months ended 30 June 2018: 1,039,526,524).

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.

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

7.

AR B AR & B 35 B R B RE

BRAREBEREFEARLE
RE R

EREABFTERT A AL EKE
BEABRGBHNGRERBANEET
1,284,846,838 K (B =2=—ZF—/\F /<A
=+HIENEA 1,039,526,5240%) &
AR IEESEETE -

BRECEERNSRVREE QR ER
BRERA ANREHNENGE - 5B R
KRz T BB AR A EERE
RENFHRAZBAB BT EBEREE
N ERERFTA B EEEE BRRR BTT
EHA BB ERRHEATRERTZE
SBAINAE IR -

BREANEBRNOAETLER

For the six months
ended 30 June
BZEAA=1THIEAEA

2019 2018
—E-nE  —T)\F
(Unaudited) (Unaudited)
(REER) (REEEZ)
(US$’000) (US$'000)
(F%£5x) (F=7T)
Earnings ZF
Profit attributable to ordinary equity
holders of the parent, used in the basic ~ FRFTEEREABFIHNF AR
earnings per share calculation LB e AR 90,826 85,888
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

T HR R B AR & B A5 R B R

7. Earnings per Share attributable to Ordinary 7.
Equity Holders of the Parent (continued)

30 June 2019
—ET-hFXA=1H

BRAREBEREFEARLE
REF (%)

Number of shares
8k |
For the six months
ended 30 June
BZEARA=THLREAR

8.

42

2019 2018
—E-hF —F-N\F
(’000) ('000)
(TR) (Fh%)
Shares 47l
Weighted average number of ordinary ARG E SRERBFIREA
shares in issue during the period used in BT BRI E
the basic earnings per share calculation 1,284,847 1,039,527
Effect of dilution-weighted average number @A E I FHHMF L
of ordinary shares:
Share options R 14,014 12,124
1,298,861 1,051,651
Dividends BRE
For the six months ended
30 June
BEANA=THIEAHE
2019 2018
—e-nE —TN&F
(Unaudited) (Unaudited)
(REER) (REEEZ)
(US$’000) (US$000)
(F=75) (F=7T)
Final declared — HK$31 cents per REARR B — BT @A 318l
ordinary share (2018: HK$31 cents) (ZZ2—NF :318M0) 50,772 41,095

During the period, the Company’s shareholders approved 2018
proposed final dividend with a total amount of HK$398,462,807
(six months ended 30 June 2018: HK$322,271,659). The
amount of the final 2018 dividend was calculated based on
the number of shares of the Company as of 17 May 2019.
The total 2018 final dividend amount presented in US$ is
slightly different from the proposed one disclosed in the
Group’s annual financial information for the year ended 31
December 2018 due to the different exchange rates used in
the translation.
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RER - ARRREIERSE =T — )\
FRFEARIME A £398,462,807F T
(HE-_Z—N\FA=tHIAAR :
322,271,659%87L) - —F — \FRHK
ENSBENREARTEE T —NF
AATEEHMRGEEBE - ARBRE
FriEAMERTE  UETE2IH_-F
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
e PHIBRAGS MR E R

9. Property, Plant and Equipment 9. ¥ - MERSZE
During the six months ended on 30 June 2019, the Group RBEZ_Z—NFAA=1THIERHE
acquired items of property, plant and equipment with a R AEBEESEYE  BEIEKHIEE
cost of US$332,213,000 (six months ended 30 June 2018: BIAK AR &332,213,000E T (B E-F—
US$67,281,000). Depreciation for items of property, plant and NFESNA=F+HINEA 67,281,000
equipment was US$60,328,000 during the period (six months EL) o HAYE BMERRHEEE®
ended 30 June 2018: US$57,803,000). P& 560,328,000k L (B 2 —ZF— N
FRA=F+HIEREA 57,803,000
JT) °
No significant property, plant and equipment were disposed REBEEZZT-—NER_Z—NFA=
by the Group during the six months ended 30 June 2019 and THIEREAR  AEEHEDE  BE
2018, respectively. BRBOEALE -
10. Trade and Notes Receivables 10. EZ R RIER BRRE

30 June 31 December

2019 2018

—E-NF —E-N\F

AA=+HB +=-A=+—8

(Unaudited) (Audited)

(REER) (FE&EZ)

(US$’000) (US$'000)

(F%5x) (F=7T)

Trade receivables =) e e 112,670 123,414
Notes receivable e E I 36,650 54,887

149,320 178,301

Impairment of trade receivables E 5 WG IERIE (1,549) (1,504)
147,771 176,797
An aging analysis of the trade receivables, based on the REZAEE - B HEKGIE (R

invoice date and net of provisions, is as follows: BRI T ¢

30 June 31 December

2019 2018

—E-NF —ETN\F

~NA=+H +=-—A=+—H

(Unaudited) (Audited)

(REEEZR) (f&==%)

(US$’000) (US$'000)

(F3=78) (F=7T)

Within 3 months =EAMNUA 102,538 121,910
Over 3 and within 6 months =@EAULERANEABA 8,581 -
Over 6 months ~NEA A E 2 =
111,121 121,910
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

PR S M ERIEE s

11. Trade Payables 1. EZEARE
)
An aging analysis of the trade payables of the Group as at the RIEPRIERHZAHT - AEEE S
end of the reporting period, based on the invoice date, is as FERSRIBR BRI AT T -
follows:
30 June 31 December
2019 2018
—E-hE —Z=-N\F
~NB=+H +-A=+—H
(Unaudited) (Audited)
(REBEX) (feE%)
(US$’000) (US$'000)
(F=x) (F=T)
Within 1 month —@AUR 46,025 26,704
Over 1 and within 3 months —(ERAAER=(EALA 17,589 37,713
Over 3 and within 6 months =EANRERNEAA 2,537 4,310
Over 6 and within 12 months NMEA M ER A =@ A AR 2,628 2,215
Over 12 months F+@EAE 8,187 8,528
76,966 79,470
12. Share Capital 12. |R7
Number of
shares Amount
A& E + 5
(000) (US$°000)
(FBR) (F%r)
31 December 2018 —E—NF+=-A=+—H 1,283,952 1,960,159
Issue of shares with exercise of share options 217 A1 T{FEEEAZAERI AR (5 1,447 1,583
30 June 2019 (unaudited) —E-NFRA=1H
(REEEZ) 1,285,399 1,961,742
13. Commitments 13. &iE
The Group had the following capital commitments at the end AR B R S BRI AT & AR IE ¢
of the reporting period:
30 June 31 December
2019 2018
—E-hEF —ZE-N\F
ANA=+H +=—A=+—H
¢ (Unaudited) (Audited)
(REBEX) (fe&z)
(US$’000) (US$'000)
(F=x) (FZ=7T)
Contracted, but not provided for: BEETA) - (BREME -
Property, plant and equipment Y - B KEEE 309,915 409,701
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

30 June 2019

AR B AR & B 35 B R B RE

—ZE-NFRA=1H
14. Related Party Transactions 14. BB AR 5B
(a) Name and relationship (a) BWRBER
Name of related party Relationship with the Group
B B8 ER 7S £2 B 1Y B &
Huahong Group and its subsidiaries
ENEEREF AR

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

— LBE (RE)ARAR ([FEIKE])

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

—EMT R AR AR ([ ])

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

— PEEIBEEREARAR ([FMEF])

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

— BT BEBBREFARAR (MR )

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

— PBEXEEAEDO ([EKERRE])

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

— DEEMREREEGRMAERAR ([FH:E])

NEC Corporation (“NEC”)

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

SAIL and its subsidiaries
EPEBAREFATR

— Sino-Alliance International Ltd. (“SAIL International”)

— Shanghai Huali Microelectronics Co., Ltd.
(“Shanghai Huali”)

— ERENMEFRRAB( EEEN])

— QST Corporation (“QST")

— DEWERRAERAR ([WER])

AN

Holding company of Hua Hong International
Inc.,

IR B R A A MIZER A A

Shareholder of the Company

PAN/NG] LSS

Subsidiary of Huahong Group

EIEEF QA

Subsidiary of Huahong Group
EEEFRA]

Subsidiary of Huahong Group
FEMEEFRA]

Subsidiary of Huahong Group
FEAEEFRA]

Shareholder of the Company
ZUNEI &

Subsidiary of NEC
NECF 7]

Shareholder of the Company
RRBIRER

Subsidiary of SAIL
EBEAF AR

Subsidiary of SAIL
LB AR]
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

T HR R B AR & B A5 R B R

30 June 2019

14. Related Party Transactions (continued)

46

(a) Name and relationship (continued)

—ET-hFXA=1H

14. BB LSR5 (])
(a) HHERBIR ()

Name of related party

Relationship with the Group

*

HUA HONG SEMICONDUCTOR LIMITED Z=4T 4 & g& 5 R N 7]

RS 518 B E B REER
INESA and its subsidiaries
BEEERLTAT

— INESA (Group) Co., Ltd. (“INESA”)

—beEE(EE)ARQR(MEEEE])

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

~ LEREEEETARAR ([ LEEE)

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

— LEEAENRRERER AR (TRFEMf])

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

EEEANFRERERAR ([FINEEHRE D

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

—PEENEZFARAR([FELEX])

— Shanghai Huajin Property Management Co., Ltd.
(“Huajin”)
— FBEEYESIEAR AT ([88])

CEC and its subsidiaries

FEREFRETFAF

— China Electronics Corporation (“CEC”)*
—HREFEEEXEEERAR ([FHEEF])

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

—IRPEEREFRITAEREEAT ([EXR])

— Shanghai Huahong Integrated Circuit Co., Ltd.
(“Shanghai Huahong IC")*

—bBENENERERETAR ([ LEETEKEE

— Shanghai Belling Co., Ltd. (“Shanghai Belling”)*

—EBRaERNBERAR ([ LF8%E])"

— Hylintek Limited (“Hylintek”)*

—BERBEFR AR (B FE])”

CEC disposed of all of its shareholdings in Huahong
Group on 26 October 2018. From then on, CEC and its
subsidiaries are no longer related parties of the Group.

Shareholder of Huahong Group
EEIL e

Subsidiary of INESA
BEEETLA

Subsidiary of INESA
BEEET AR

Associate of the Group
AEE BB A A

Subsidiary of Huahong Technology
Development

FEA R ERT LA

Subsidiary of Huahong Technology
Development

EMRHRERF AR

Shareholder of Huahong Group
(before 26 October 2018)

EMRERE
(RZZE-—NF+AZT/XBZA

Subsidiary of CEC

FEEFFAF

Subsidiary of CEC

FEEFFAF

Subsidiary of CEC
FEIBFFAF]
Subsidiary of CEC
FEIEFFAAF]

* HEEFR=F—NF+AZ=F
NHAMHERRELE B AR
#eo G FEHEFRAFLA]
THEELEEEH T -
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14. Related Party Transactions (continued)

(b)

NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

30 June 2019
—T-NAFRA=+H

In addition to the transactions disclosed elsewhere in
this financial information, the Group had the following Gh

transactions with related parties during the period:

AR B AR & B 35 B R B RE

14. BB LR 5 (&)

(b) BREMBEMEMIDARERS
AREBERAE EEER T ET

ATR5

For the six months ended

30 June
BZEAA=THIEAER
2019 2018
—E-NE —Z-N\&F
(Unaudited) (Unaudited)
(REER) (RE&Z)
(US$'000) (US$000)
(F%x) (F%£7x)
Sales of goods to related parties (note (i)) ) BRE 7 S B (FIEE()
Huahong Zealcore B2 1,750 2378
ICRD ERE R AR 1,572 5,324
QST WERH 747 519
Huada X - 27,436
Shanghai Huahong IC LSS ERER - 5,806
Shanghai Belling LBa%E - 2,917
Purchases of goods from related parties (note (i) B s EE SR (M)
Hongri 4T H 2,482 3,998
NEC Management NEC Management 442 343
Huahong Zealcore TR 275 380
ICRD SRXERIE 268 -
Jitong i@ 5 _
Shanghai Huali LBER 1 =
Hylintek BEGE - 7,880
Purchases of intangible assets from a related party (note (iii)) & BAE 7 88 B &4 & (P 3£ (i)
ICRD SEPERE 3,150 -
Service fee charged by related parties (note (iv)) A T R B RS B (PR (iv))
Shanghai INESA HEEE 744 1,049
Huajin e 111 118
Huahong Real Estate ENEX 48 64
Nanyang Software [2)aaikes 21 198
Rental income from a related party (note (v)) PELLyaklise ON(EI()
Shanghai Huali LBER 6,697 6,916
Rental expense charged by a related party (note (iv))  Ba%EH WEREIFA £ 552 (Bt 3% (iv))
Huahong Real Estate EEX 820 839
Expense paid on behalf of a related party (note (vi)) REH R SR (Vi)
Shanghai Huali EEER 14,697 15,745

AN
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

PR S M ERIEE s

14. Related Party Transactions (continued) 14. BB A X 5 (&)

(b) (continued)
Notes:

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

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

(iii)  The purchases of intangible assets from the related party
was made according to the prices and terms offered by the
related parties.

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

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

(vi) The expense paid on behalf of the related party is interest-
free and repayable on demand.
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(b) (&)

Hrat

()

(ii)

(iif)

(iv)

(v)

(vi)

MEIR T HEME R R IR HE
B8 77 10 T HO B AR B GRS

BT B E R E R R
T7 R RO B R AR

BRI BENELEEDRE
AR 7 PR AL AR R RFRIE ©

B T B R PR
7918 58 5B 7 15 0 B T
Rf o

KA BB 7 AR S A T AR 1B 8
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14. Related Party Transactions (continued)

(c)

(d)

NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
e PHIBRAGS MR E R

14. BB AR5 ()

Outstanding balances with related parties

The amounts due from/to related parties as at the end
of the reporting period are unsecured, interest-free and
settled in accordance with the terms agreed with the
related parties.

Compensation of key management personnel of the
Group

(c) BREBET ZEMAREBHRE

BEREHR - UL RN REH

FARELA - 28 RARZR R

T BERGRREH

(d) TEEZEEBEASNHE

For the six months ended

30 June
BZEASA=1THIEAEA
2019 2018
—E-AF  —T-N\F

(Unaudited) (Unaudited)
(REEEXK) (REEEZ)

(US$’000) (US$'000)

(F%£5x) (FZ=T)

Short term employee benefits R B &R 1,234 1,194

Pension scheme contributions RS FT B 39 33

Equity-settled share option expense SRR EIRER S 557 185
Total compensation paid to IRNTEEZEEAEN

key management personnel B <& 4828 1,830 1,412

AN
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

= A p <IN — 30 June 2019
Epgﬁgsﬁﬁﬂ%mﬂji%ﬁﬂmqﬁ —E—h&~A=+A
15. Fair Value and Fair Value Hierarchy of 15. ERITENAABERARE
Financial Instruments BEER
The carrying amounts and fair values of the Group's financial rEESRIA(TEEREEEARE
instrument, other than those with carrying amounts that BERAEEENeR T E)WEEERAR
reasonably approximate to fair values, are as follows: BEFHIIWNT :
Carrying amounts Fair values
IREE AREE
30 June 31 December 30 June 31 December
2019 2018 2019 2018
—E-AF —E-)N\F —E-hF —E-N\F
~A=+H +=—A=+—H HK~A=+H +-A=+—8H
(US$’000) (US$'000) (US$000) (US$'000)
(F%=r) (F=%=7T) (F%=r) (F=%=mx)
(Unaudited) (Audited)  (Unaudited) (Audited)
(REER) (Fe2=1z) (REEZ) (f&&EZ)
Financial assets TRIEE
Equity investments EEEAREE
designated at fair STAEAMZME
value through other W Rz
comprehensive income TE 208,008 208,357 208,008 208,357
Financial assets at
fair value through BRAREBERA
profit or loss BRNEREE 658,306 667,033 658,306 667,033
866,314 875,390 866,314 875,390
Financial liability TREE
Interest-bearing bank
borrowings FHERITER 28,365 30,598 25,083 26,246
Lease liabilities HEBE 18,034 = 18,034 =
46,399 30,598 43,117 26,246

50

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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AEBEBR T AR BERSENM B R
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
= nenere PHARBRAR S B E R EE

15. Fair Value and Fair Value Hierarchy of

Financial Instruments (continued)

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could be
exchanged in a current transaction between willing parties,
other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair
values of those financial assets and liabilities measured at fair
value:

The fair values of equity investments designated at fair value
through other comprehensive income have been estimated
using the market approach. If there is a recent deal regarding
the unlisted investments, the fair values are estimated based
on the dealing price. If there is no such deal to be referenced,
the directors will determine comparable public companies
(peers) based on industry, size, leverage and strategy, and
calculates an appropriate price multiple, such as price to
book value (“P/B”) multiple, for each comparable company
identified. The multiple is calculated by dividing the enterprise
value of the comparable company by net assets. The trading
multiple is then discounted for considerations such as
illiquidity based on company-specific facts and circumstances.
The discounted multiple is applied to the corresponding net
assets of the unlisted equity investments to measure the fair
value. The directors believe that the estimated fair values
resulting from the valuation technique, which are recorded
in the consolidated statement of financial position, and the
related changes in fair values, which are recorded in other
comprehensive income, are reasonable, and that they were
the most appropriate values at the end of the reporting period.

Financial assets at fair value through profit or loss represent
wealth management products issued by banks in Mainland
China. The Group has estimated their fair value by using a
discounted cash flow valuation model based on the market
interest rates of instruments with similar terms and risks.

The fair values of interest-bearing bank borrowings and lease
liabilities have 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 2019 and 31 December 2018 was
assessed to be insignificant.

15. M TENARBERAAE

EE&R (&)

TREERAENAABEIKRER
BRET RS (MIEBCESEREE )P Al
RMEBTANSRIE - BEHRAA
BEMAENEHEERAENOAEE
THERATHTER R

BERBARBEFARMBEEKZH
BuaTAZARBERAMSEGEE -
MBI RRZBERALTRE - AR
BEDERRZEMGE - MABZEFR
FRAIHSE  BEEHRETE  RE -
FENRRBEEALR LT AR (F
17) - BB EENZAELRAFEE
BENBRES  wmRR(THEE])
BE - ZBHENRABLBRABZEE
BERANFEEMRS - XZEHERR
BRAFEBASAMATIEREEFH
ETLARRIR - RRIREBUE RN IE LT
s TEANHERFEEATEAAEE -
BEERR - sTARBMBIMAKRNGE
BAFEEN G AR BERLET AR
fEEREN A BEEEEIES
2 MAHREARNEERSRE -

BARBEAABENESHEERHT
BIAMIRITEITHIEVER - AEER
BEARUFHEARN TANTH S
T RAMARSREHERILGEER

AT

AERITEENEERENAAEET
FEBERERRLUENK - FERRKF
FRE|HAES B A T A% B AE A 2 LR Bk
BEPARRACRENE - AEEAXH
R_B-NFRA=ZTHERZZ-NF
TZA=+—BMEERITERNTE
HIEBR AT E /I REK ©

20194 fR H#R 45 INTERIM REPORT 2019 51
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PR S M ERIEE s

15. Fair Value and Fair Value Hierarchy of 15. ERITENAABERARE
Financial Instruments (continued) BEE& (&)
Fair value hierarchy AREEER

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

Financial assets measured at fair value

ne

TRIFAREEBIA A% BE
EER

URABETEZEHEE

30 June 2019 —E-AFARA=TH
Fair value measurement categorised into
PERUTERZAABENE
Level 1 Level 2 Level 3 Total
FE1R F28% £33 wet
US$’000 US$’000 US$’000 US$’000
FER FET FEx FEx
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RBERZ) (RBRER) (REER) (REER)
Equity instruments at BAREERA
fair value through other Efth 2 E W
comprehensive income KR T A - 2,380 205,628 208,008
Financial assets at fair value AR BEFA
through profit or loss BamMerREE - - 658,306 658,306
- 2,380 863,934 866,314

31 December 2018

—Z2-N\F+=ZHA=+—H

Fair value measurement categorised into

DRBNTERZ A% BEHE

Level 1 Level 2 Level 3 Total
FAH Fom FE3R HET
(US$'000) (US$'000) (US$'000) (US$'000)
F=T FE=r F=r F=x
Equity investments EERELARBE
designated at fair value FFAHMEE
through other WapiEsm T A
comprehensive income - 2,384 205,973 208,357
Financial assets at fair value AR BEA
through profit or loss BaNEREE - = 667,033 667,033
- 2,384 873,006 875,390

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 (six months
ended 30 June 2018: nil).
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

—E-NFRA=TH

15. Fair Value and Fair Value Hierarchy of

30 June 2019

Financial Instruments (continued)

Fair value hierarchy (continued)

Financial assets measured at fair value (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 2019.
Below is a summary of the valuation techniques used and the

key inputs to the valuation:

AR B AR & B 35 B R B RE

15. eI ENAREBERAARE

EE&R (&)

DAREEER (F)

URR BEFEZEHEE (&)
AEBZEAABEMABENEHEE
WEMAREBEFENERA T —NF
NAZTHENEATABRBARE (F
3O - TRABMHERHERM &
ITEHABEBEHE

Valuation Significant Sensitivity of fair value
technique unobservable input Range to the input
ERFAHE DMAREEHRARE
fh{EH: iy 2 A BB #HE ZHRBE
Equity investments Valuation Average P/B 0.9x-3.9x 5% increase/decrease
designated at fair multiples multiple of peers would result in increase/
value through other decrease in fair value
comprehensive income by 5%
BERBRAABEFAREM HERE EESS S 0.9x-3.9x  5%HIL IR K EEK

FEWEER T A

Financial assets at Discounted cash

fair value through flow method
profit or loss
RAnBEFABRNER RRASREE

Discount for
illiquidity

R A IR

Discount rate per
annum

FROF X

3.60-4.00%

3.60-4.00%

RAEEEM,HD5%
20%-30% 5% increase/decrease
would result in
decrease/increase in
fair value by 5%
5%ENIE N, R A S E B
DR BERD,IEIN5%

20%-30%

5% increase/decrease
would result in
decrease/increase in
fair value by 0.02%

5% BB IN, R A G BEL
DA EERD,HEN
0.02%

AN
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
T HR R B AR & B A5 R B R

15. Fair Value and Fair Value Hierarchy of

30 June 2019
—ZE-NEFESA=1+H

15. eI ENAREBERAARE

Financial Instruments (continued)

Fair value hierarchy (continued)

Financial assets measured at fair value (continued)
The movements in financial assets categorised into Level 3

during the year are as follows:

EE&R (&)

DAREEER (F)

URR BEFEZEHEE (&)
FRADBEREIFNETREEZSHNT

Equity investments Financial
designated at fair assets at
value through other fair value
comprehensive through
income profit or loss
RAREETA BAARER
Hith 2 E K s AR
HESTA SREE
(US$000) (US$°000)
(F%7x) (F%x)
1 January 2019 —T—hF—H—H 205,973 667,033
Purchases BE - 1,518,918
Disposals BE - (1,535,350)
Total gains recognised in RIEERERET AR
the statement of profit or loss PN GGt
included in other income and
gains - 13,500
Exchange realignment ME 5 8 B (345) (5,795)
As at 30 June 2019 (unaudited) RZZE—NFRA=+H
(R#&ER) 205,628 658,306
As at 1 January 2018 RZE—-N\F—H—H
as previously reported BEERR 214,257 =
Effect of adoption of HKFRS 9 KRB BIEREZER
FORHTE 1,230 -
At 1 January 2018 RZE—N\E—HA—H 215,487 =
Purchases BE - 291,915
Disposals BE = (94,642)
Total gains recognised in RIERRERET AEAM
the statement of profit or loss oS G e ok
included in other income
and gains - 1,787
Total gains recognised in R E A2 E S TE R
other comprehensive income s 4858 918 =
Exchange realignment b 5 SR (2,701) (8,926)
As at 30 June 2018 (unaudited) RZZE—N\FRA=1+H
(REe&EZ) 213,704 190,134
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
e PHIBRAGS MR E R

16. Share Option Scheme

The Company operates a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's
operations. The Scheme includes three batches, which were
effective on 4 September 2015 (the “2015 Options”), on 24
December 2018 (the “2018 Options”) and on 29 March 2019
(the “2019 Options”), respectively.

16. lE R T &

ARARHRB—HEBEBRETE (%5
21 BEABAEEIENZEREME
B2 A ER2EERTNE &R -
ZETES AR SRR —AEA
AUB ([ ZZ=—hFBRE])  —F—
NE+—A=-F+HA (=T \FERK
BNDE_ZE—NAF=ZA=-ThB(==

—NEFRERRRE ) ER -
2015 Options —E-hFERE
The following share options were outstanding under the 2015 INTERERBAMARBE_S—0F
Options during the period: REMRHETTIE -
Weighted
average Number of
exercise price options
HKS$ per share ’000
hn#E
FHITHEE BIREHE
BRET T4
At 1 January 2019 RZZE—hFE—HA—H 6.912 18,872
Forfeited during the period BRI 6.912 (57)
Exercised during the period BARTTE 6.912 (1,447)
At 30 June 2019 R-ZZE-AFXA=1+H 6.912 17,368

The exercise prices and exercise periods of the share options
outstanding under the 2015 Options as at the end of the
reporting period are as follows:

NBEBE - — B AEERIEE T
RITEIEARAE FOTT (B RAT I T -

30 June 2019
—E-NEASA=tH
Number of options Exercise price* Exercise period
BIREHE TEE* 1758
’000 HKS$ per share
T4 BRET
1,118 6.912 4 September 2017 to 3 September 2022
—E—+tFNANRAE-E-_—F A=A
7,708 6.912 4 September 2018 to 3 September 2022
—E- ) \FhAMBE=_ZT-_—_FhA=H8
8,542 6.912 4 September 2019 to 3 September 2022
—E-NAFhAMNBE-_T_—_FHNA=A8
17,368

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

AN

* WEETEREAIRET - AR A2
BRAEFRMBIELUNE) - ABREZ TR
1B R TR
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NOTES TO THE INTERIM CONDENSED

CONSOLIDATED FINANCIAL INFORMATION

30 June 2019

T HR R B AR & B A5 R B R

16. Share Option Scheme (continued)

—F-NFRNA=FH

16. B RERT 8 (&)

2018 Options —E-)\FERE
The following share options were outstanding under the 2018 AT ERERENERIBBE S —\F
Options during the period: BEARESTIE -
Weighted
average Number of
exercise price options
HKS$ per share ’000
hnkg
T TEE BIREHE
BRE T T4
At 1 January 2019 R-_T—hF—H—H 15.056 34,500
Forfeited during the period BRI 15.056 =
Exercised during the period BARTTIE 15.056 =
At 30 June 2019 RZZ—AFA=+H 15.056 34,500

The exercise prices and exercise periods of the share options
outstanding under the 2018 Options as at the end of the
reporting period are as follows:

—E ) \FBERERETH

RITEBBIENITEERITERNT

30 June 2019
—E-hFARA=TH
Number of options Exercise price* Exercise period
BRERE TEE" 1THEH
’000 HKS$ per share
T4 BRAET
11,015 15.056 24 December 2020 to 23 December 2025
—E T+ HAWAE-_ZT-_AFt+_A-+=8
11,015 15.056 24 December 2021 to 23 December 2025
TR+ A-+WAEE-_AF+=-A=+=AH
11,015 15.056 24 December 2022 to 23 December 2025
Rt ACTmAE—E-RAF+=ZA=1+=H
1,455 15.056 24 December 2023 to 23 December 2025
=+ -A-t+WAE-_ET-_HFt+-A=-+=H
34,500

* The exercise price of the share options is subject to adjustment
in the case of rights or bonus issues, or other similar changes in
the Company’s share capital.
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
e PHIBRAGS MR E R

16. Share Option Scheme (continued) 16. B ETE ()

2019 Options
The following share options were outstanding under the 2019
Options during the period:

—E-NFBREE
ATREBEERNPARARE_F—NF
PR ETTIE -

Weighted
average Number of
exercise price options
HKS$ per share ’000
hn#E
FII{TEE BRERE
BRET T4
At 1 January 2019 RZZE—NF—H—H = =
Granted during the period BRI 18.400 500
At 30 June 2019 RZZ—NFA=+H 18.400 500

The fair value of 2019 Options on the date of grant was
immaterial and, therefore, the Group did not recognise any
share option expense under 2019 Options during the six
months ended 30 June 2019.

The exercise prices and exercise periods of the share options
outstanding under the 2019 Options as at the end of the
reporting period are as follows:

RERLBEH  —E-NFERENDA
BEFEAR)  HAKEREE_T—
NFRA=THERNEALERER T
—NEBERMER e EMERERX -

REBEIR - — T NEBREET Y
RO E R AT BB T -

30 June 2019
—E-hEFAXA=TH
Number of options Exercise price* Exercise period
BIREHE TEE* 1T1EH
’000 HKS$ per share
T4 BRET
125 18.400 29 March 2021 to 28 March 2026
- F=A-t+NREZT=R"F=A=F+N\H
125 18.400 29 March 2022 to 28 March 2026
TR CF=R-+hBEZZE-AF=A=+NH
125 18.400 29 March 2023 to 28 March 2026
T =F=RAt+NAREZZT=R"F=A=F+/\AH
125 18.400 29 March 2024 to 28 March 2026
ZEMF=A-thAREZZTE-AF=A=+N\AH
500

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

* WEETEREAIRET - AR A2
BRAEFRMBIELUNE) - ABREZ TR
1B R TR

20194 #xRk45 INTERIM REPORT 2019 57

/




N\

NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

PR S M ERIEE s

17. Event after the Reporting Period 17. REHREE
There is no material subsequent event undertaken by the AEBR - NEFXA=+HEHE
Group after 30 June 2019. BAETMEAIEEIE -

18. Approval of the Interim Condensed 18. L EPHARS AR S B E R
Consolidated Financial Information
The interim condensed consolidated financial information was FHSRGSMBERNER S —NF
approved and authorised for issue by the board of directors on NARNBESEES I ERERERE -

6 August 2019.
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OTHER DISCLOSURES

30 June 2019

—ZE-NFARNA=+H E; {&*&Eﬁ ﬁ*&l’

SHARE OPTION SCHEME

The Company adopted a share option scheme which became
effective on 4 September 2015 and, unless otherwise cancelled or
amended, will remain in force for 7 years from that date. As at 30
June 2019, the Company had 52,367,692 share options outstanding
under the share option scheme, which represented approximately
4.07% 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 2019:

-

BT E

ARRABRA—BBEEE T —A1F
NAMBREER - FRIFWFHLIER] - TR
BREESHZEEEFRER - R
T-NFERA=1TH » NAFRBEREES
R T H#HB52,367,692(0 R1TREBIE - 10E
Rz BBRA QB HITRNA4.07% © &R
FIBE_T-NFARA=ZTHILEAEAH
BIRIEREREF SR TESREMARAN
RARTTEA BN B R EEIFN

Number of share options
ERESA
Cancelled ~ Cancelled  Cancelled  Cancelled  Exercised  Cancelled Lapsed Exercise
Nameorcategory ~ Grantedat  Grantedat  Grantedat  duringthe  duringthe  duringthe  duringthe  duringthe  duringthe  during the At Exercise period price of
of participants 04092015 24122018 2932019  year2015  year2016  year2017  year2018 period period period 306.2019  of share options share options
R=%-NE R-E-NE
gz R=%-1F tZA=tRB ZA-thE R-3-1F R-B-AF R-B-tF RoR-NF R=F-1E BhEz
HESER NABERH it R iz Fis i 0 BRGR BRdE BRGM ABSTR BREZORE it
Directors
£
Mr. Takayuki Morita 119,000 - - - - - - - - 119,000 04.09.2017-03.09.2022 HKS6.912
g S “E-tENANEE 6912
S
- 80,000 - - - - - - - - 80000  24.12.2020-23.12.2025 HK$15.056
2 ol s 2 15,0567
ZECRFt-AZ1=R
Mr. Junjun Tang - - 500,000 - - - - - - - 500000  29.3.2021-283.2026 HK$18.400
BHRRE ZRC-FZACThEE 184007
ZZoNEZRZTNR
Other employees 30,131,000 - - (130,000)  (1458,000)  (1353,399) (7545%) 1446670 (57,666) (334) 17248692  04.09.2017-03.09.2022 HK$6.912
HfeEs Z2-tENAREE 6912%T
S
- 34420000 - - - - - - - - 34420000  24.122020-23.1220%5 HK$15.056
5 e o 12 1505677
“RCRFTCACTEA
In aggregate 30250000 34500000 500,000 (130,000)  (1458000)  (1353,399) (7539%) 1446670 (57,666) (334) 52367692

&y

Cancelled during the year 2017: Including Cancelled and Lapsed
during the year 2017.

Cancelled during the year 2018: Including Cancelled and Lapsed
during the year 2018.

Please refer to pages 31 to 58 of the Notes to the Interim
Condensed Consolidated Financial Information for further details.

AN

Y RIEEFEE BERFtFEH

* ORCE-N\FREE R -FFEF

E—FHBAELH T RERLES MBER N
FIE31HES8H ©
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OTHER DISCLOSURES
HibiwEE#

30 June 2019
—ZE-NEFSA=1+H

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 30 June 2019, save as disclosed below, none of the Directors
nor the chief executive of the Company had any interests and short
positions in the shares, underlying shares or debentures of the
Company or any associated corporation (within the meaning of Part
XV of SFO), as recorded in the register kept under section 352 of
the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (“Model Code”) contained in the
Listing Rules.

EERBSITBRAERARAR
12 R AR RE R 47 Y RE 5

RZE-NFRA=Z1TH KBRTITXHKESE
Sh BBEBARBAEZERERTRABRAEAR
BSEMEEERE (R A ES LB RIS
XVER) MR en - R SkERE R EAHEA
REBEES LG GRIIFEIEEATEFENER
AR EFEE AR - SRR EMRAM
HIEMBETAEFTETERRHNRESTR
(TMR¥ESTRI ) BRI & AN A B R B 32 P 9 £ ]
RmPRR -

Number of
underlying shares Approximate
held in percentage of
Name of Director Capacity long position™ interests
UEFREHEN
EEpE 14 HERGHEO BMOERB L
Mr. Junjun Tang Beneficial owner
EHEELE BERBEBA 500,000 0.04%
Mr. Takayuki Morita Beneficial owner
FRERZ KL BERfEBA 199,000 0.02%
Note: st

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

As at 30 June 2019, persons other than a Director or chief executive
of the Company, having interests of 5% or more or short positions
in the shares and underlying shares of the Group, were as follows:

OTHER DISCLOSURES

30 June 2019
—T-NAFRA=+H

FERRREMALTRAQRER
D AAERE AR 47 Ky RE 5

RZZB-NFRNA=Z1TH BARRESK
RRITBABI - RAKE D MR D

REEES% A LSRR EMALINT ¢

Approximate
percentage of

aggregate
interests
Capacity and Number of in issued share
Substantial shareholders nature of interest shares held capital*
HERT
RS BTN
FERR SO RERMEE BERGEE BMAOB D
Shanghai Hua Hong International, Inc. Legal and Beneficial owner 350,401,100 27.26%
(Hua Hong International)®
B AR A R (E R )@ FEEREEEA
Shanghai Huahong (Group) Co., Ltd. Interest in a controlled corporation 350,401,100 27.26%
(Huahong Group)®
PEET (RE)ARAR (FILEEH) R EhEE R
INESA (Group) Co., Ltd. (INESA)® Interest in a controlled corporation 350,401,100 27.26%
HEESE (RE)ARAR (EEEE) RESEEE R
Sino-Alliance International, Ltd. Legal and Beneficial owner 160,545,541M@) 12.49%
(Sino-Alliance International)
EERE=REEA
Sino-Alliance International, Ltd. Interest in a controlled corporation 34,919,354 2.72%
(Sino-Alliance International)
RESEEE R
Shanghai Alliance Investment Ltd. (SAIL) Interest in a controlled corporation 545,865,995(M4) 42.47%
BB E AR AR (EH) R thEE R
Xinxin (Hongkong) Capital Co., Limited Legal and beneficial owner 242,398,925 18.86%
S5 (BB)REFRAA EERE=EGA
China Integrated Circuit Industry Interest in a controlled corporation 242,398,925 18.86%
Investment Fund Co., Ltd.
BREXNEREXREESROHABRAF] Rt EE R
NEC Corporation Legal and Beneficial owner 99,038,800 7.71%

EENRESEEA
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OTHER DISCLOSURES

HibiwEE#

30 June 2019
—ZE-NEFSA=1+H

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

Notes:

(1)
)

Long positions in the shares of the Company.

Hua Hong International is a wholly-owned subsidiary of Huahong
Group. As at 30 June 2019, Huahong Group was 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 4.75% voting rights pursuant to a voting bloc from INESA
to SAIL. Therefore SAIL and INESA were deemed to be interested in
the Shares 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 (27.26%) it indirectly held
through Hua Hong International, SAIL indirectly held interests in the
Company through four wholly-owned subsidiaries, including Sino-
Alliance International.

The percentages are calculated based on the total number of shares
of the Company in issue as at 30 June 2019, i.e., 1,285,365,895
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 2019, no other
person or corporation had any interests or short positions in any
shares or underlying shares of the Company which was recorded
in the register required to be kept by the Company pursuant to
section 336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

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 2019.
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(1) MARBRMDPHLFER -

(2) BEUBEBRAELTEENZETRE - RZF
—hWENA=+E iﬂlﬁlﬁhbﬂ Mg
BAT7.08%MHE o ILoN - EIBBERE AR E
H%@E’JM OS%HX%MMF%%%@;@L’E

BRI IR EE B ES4.75% R EREm iR & 2=
IEI51.83%E’J$ i o REFEHFRBER
BIEXVES - EEBME EESEERRAERE
AR PR R -

(3) Sino-Alliance International iXEi B & FEE %
PEM B H 3,084 881D ©

(4) FriFiEEFEBEPREERH 350,401,100 AR 5
(27.26%)%0 + BB BEREE FAA]
BESino-Alliance International B 58 A A
AR o

- AUTIBRARRR=_F—NFRA=TH
E%éﬁﬂ']ﬁ% 34888 (BN1,285,365,895 B A% ()

e
al -+ °

B EXBEEIN AR REEREZESTH
ABFIE  RZZBE-AFRA=1TH  HE
ARABEZHRZSTERABRIIEMA L
OEBR AR RERBKR O SKARBRO P EE
AR IORE W B R AREES MRS 5P
%3361'71:2’& /A%’Tﬁmnaﬁﬂﬂ'm °

BE  HE3EEmEs
BE-T-AFAA=TALEABEASMN

ARAHEEFAFRAABEERELBEDI AR
AR EHES
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COMPLIANCE WITH THE DEED OF NON-
COMPETITION AND DEED OF RIGHT OF FIRST
REFUSAL

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 Non-
competition” 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 “Right of First Refusal” in the
section headed “Relationship with Controlling Shareholders” of
the Prospectus. As of 30 June 2019, 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.

CORPORATE GOVERNANCE

The Company is committed to maintaining a high standard of
corporate governance with a view to safeguarding the interests of
its shareholders and enhancing corporate value and accountability.

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 2019.

N\

Z—NERA=TH

OTHER DISCLOSURES
30 June 2019 E{m*&‘ﬁgﬁ*ﬂ

BFITHRFRERBLEERZE

ANABREA AR R EE - HBRBM RS
BEEIVARA-_ZE—NELA-+=H
NABEFRE ([THEFRE]) - FEHKRA
HA-—Z—NE+A=ANEAATBRER
(TR ERR |) e AR R | — 8P [
BEAE & - B BUEBEN LEHA
eI B A-—Z—NEXA+ANEERE
BRZE([BLABERERE])  #FBHNA
AR E 2 [ BTG ARR MRER | —FiR [BEEE
- - RAFRBE-_Z—-NAE~A=1
HIEE B bl SRR AR MEFT
BEZERELEERZE(RBERME)A
AENEABH  BYFATESDERE
SRR UHERTHFRIERELEEEX
B (RIBRAME) N2 AZHERREETD
F 85T o

EER

ARABBARBEEERESKYE - ARE
BRERREACEEEREEKE

ARRBHIRFEEERESKF - URE
BRESEMEACREE EFERR AN
RAIRBE-_T-NAFRA=+THILAREAR
HIA — BT EmAR R+ P B 5
EASTRIARY ST RIES
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OTHER DISCLOSURES
HibiwEE#

30 June 2019
—ZE-NEFSA=1+H

CODE OF CONDUCT FOR SECURITIES
TRANSACTIONS BY DIRECTORS

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
2019.

AUDIT COMMITTEE

The Audit Committee, comprising one Non-executive Director and
two Independent Non-executive Directors of the Company, has
reviewed and approved the unaudited results of the Group for
the six months ended 30 June 2019 and has discussed with the
management on the accounting principles and practices adopted
by the Group, internal controls and financial reporting matters.

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

The interim report for the six months ended 30 June 2019
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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