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China Electronics Huada Technology Company Limited
FPREEFERAMBZERAA

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

FRETFEABIEERAA (AR
ANESe((E2g)) EHEHREAA
AIREMBAR ([AEE]) #HZE2019
F6A30R L8 A B R EEZER

and its subsidiaries (the “Group”) for the six f#RAZEBWT :
months ended 30 June 2019 as follows:
CONSOLIDATED STATEMENT OF PROFIT #HZ&HEHZ®
OR LOSS
Unaudited
RICEX
Six months ended 30 June
B Z6A30A LLAEA
2019 2018
2019 20184
Note HK$’000 HK$’000
Kt FExT FHET
Revenue WA 4 908,572 981,034
Cost of sales SHE R AR (608,522) (662,451)
Gross profit EF 300,050 318,583
Other income Hip g A 5 24,369 19,709
Selling and marketing costs S BT HEE KA (43,533) (50,616)
Administrative expenses THHAX (165,378) (168,933)
Impairment losses on trade and B 5 hEMmEKRIE
other receivables HERE (8,055) (1,634)
Operating profit KERF 107,453 117,109
Finance income & WA 6 876 2,874
Finance costs BMEKAK 6 (53,054) (48,919)
Finance costs - net BhE A — F 5 6 (52,178) (46,045)
Share of results of associates S NG 12 16,878 13,251
Share of result of a joint venture EiH—MAaERAIES - 236
Profit before taxation BB A% R 7 72,153 84,551
Taxation FIE 8 972 (4,559)
Profit for the period H 9 55 R 73,125 79,992
Profit for the period HREINEBR :
attributable to:
Owners of the Company RAREG/ESE 72,231 78,080
Non-controlling interests g £ 894 1,912
73,125 79,992
HK cents HK cents
Al bl
Basic earnings per share BRELXEF 10 3.56 3.85
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China Electronics Huada Technology Company Limited

PFREEFEARBZARADA
CONSOLIDATED STATEMENT OF mERElER
COMPREHENSIVE INCOME
Unaudited
RCER
Six months ended 30 June
HZ6H30BIEAEA
2019 2018
20194 20184
HK$’000 HK$’000
FET FHET
Profit for the period H 7955 F 73,125 79,992
Other comprehensive income HAMKRBEENEMGEE
for the period, net of taxation: W #
Items that may be subsequently A ES AR R
reclassified to profit or loss: HBERIER -
Exchange differences on ME BRI
translation of financial [EH =5
statements (14,572) (107,731)
Total comprehensive income HRe2EBEARE
for the period 58,553 (27,739)
Total comprehensive income HRAZEKRZLERTER
for the period attributable to:
Owners of the Company ARAEHFEE 58,401 (27,366)
Non-controlling interests IR AR A 152 (373)
58,553 (27,739)
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China Electronics Huada Technology Company Limited

FAETEARRERAA

CONSOLIDATED STATEMENT OF SEBERRE
FINANCIAL POSITION
30 June 31 December
2019 2018
2019F6H30H 2018412H31H
(Unaudited) (Audited)
(REERK) (& Z)
Note HK$’000 HK$’000
M et FHET FET
ASSETS &E
Non-current assets IRBEE
Property, plant and equipment ME - BE MR 11 84,973 367,599
Right-of-use assets ERAEEE 11 91,437 -
Investment properties BREME 48,801 48,847
Land use rights - fsE A A = 11,302
Intangible assets BREE 4,902 2,059
Investment in associates REENBIRE 12 2,646,795 2,665,777
Deferred tax assets EERIEEE 45,599 38,024
2,922,507 3,133,608
Current assets REBEE
Inventories FE 520,844 603,679
Trade and other receivables B 5 K H b FE W IE 13 1,026,331 722,947
Financial assets at fair value BRAREABR
through profit or loss TREE 102,669 42,029
Short-term deposits HEITER 238,718 91,303
Cash and cash equivalents RERBLEEY 230,217 375,525
2,118,779 1,835,483
Total assets EEAE 5,041,286 4,969,091
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China Electronics Huada Technology Company Limited

THEFEARETARAA

CONSOLIDATED STATEMENT OF RERBRRER
FINANCIAL POSITION
30 June 31 December
2019 2018
2019F6H30H 2018412H31H
(Unaudited) (Audited)
(REERK) (& Z)
Note HK$’000 HK$’000
B et FHET FET
EQUITY AND LIABILITIES EEREE
Equity attributable to owners AATERIZEE
of the Company FEfL R
Share capital and premium A& A K 8 825,454 825,454
Reserves s (721,196) (707,366)
Retained earnings 1R BB 3 | 1,879,203 1,804,305
1,983,461 1,922,393
Non-controlling interests FERER 18,942 18,790
Total equity ERARE 2,002,403 1,941,183
Liabilities afE
Non-current liabilities E 8 =Rt
Lease liabilities HEAE 68,868 -
Deferred tax liabilities EERBEE 8,776 24,511
77,644 24,511
Current liabilities REBEE
Deferred government grants iR A BT 46 B 40,978 44,083
Contract liabilities AHERE 4,931 13,377
Trade and other payables B REMENREA 14 594,052 638,480
Bank and other borrowings RITREMEE 2,286,051 2,295,297
Lease liabilities HEARE 22,604 -
Income tax payable FERFT 1SR Z/0E 12,623 12,160
2,961,239 3,008,397
Total liabilities EEAE 3,038,883 3,027,908
Total equity and liabilities EEkEBEEE 5,041,286 4,969,091
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China Electronics Huada Technology Company Limited
+ FEARMKRAERRAA

CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

ERREERSB R

Unaudited
FEFK
Attributable to owners of the Company
KDARREAERL
Non-
Share Share Retained controlling Total
capital premium Reserves earnings Total interests equity
2R
e RfER B REEA £ B BREE
HK$000 HKS'000 HKS'000 HK$'000 HKS'000 HKS'000 HK§'000
T T THL T TiEL FHL Tin
At1 January 2018 H2018F1A18 20,29 805,155 (651812) 1751880 2025522 16,388 2,041,910
Total comprefensive income FENEEE - - (105,446) 78,080 (27,366) (879) (27739
Dividend S - - - (60,896 (60,896) - (60,896
At 30 June 2018 #2018%6A308 20,299 805,155 (657,258) 1,769,064 1,937,260 16,015 1,953,275
At 31 December 2018, as previously reported  H2018%12A318 (WAZ R %) 20,299 805,155 (707,366) 1,804,305 1,922,303 18790 1,941,183
Effeot of adoption of HKFRS16 FREAEBREENS6RNTE - - - 43,264 43,264 - 43,264
At 1 January 2019, as restated #2019%1A1A (E3)) 20,299 805,155 (107,366) 1,847,569 1,965,657 18,790 1,984,447
Total comprehensive income FENEER - - (13,830) 72,281 58,401 152 58,553
Dividend k& - - - (40,597) (40,597) - (40,597)
At 30 June 2019 #2019%6A308 20,299 805,155 (721,196) 1,879,208 1,983,461 18942 2,002,403
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China Electronics Huada Technology Company Limited

TEEFEAMBEARAA

CONSOLIDATED STATEMENT OF CASH GEBEERER
FLOWS
Unaudited
REERZ
Six months ended 30 June
#HZ6H30H 1L <EA
2019 2018
20195 20184
HK$’000 HK$’000
FEx FHET
Cash flows from RETHHERE
operating activities
Cash flows used in operations REFBAzRERE (141,202) (65,001)
Interest paid ERNEISN (55,265) (53,607)
Income tax paid ISR (22,493) (24,212)
Net cash flows used in KEESFAZ
operating activities REeREFE (218,960) (142,820
Cash flows from RETZHZRERE
investing activities
Interest received W B F) S, 6,679 7,716
Purchase of property, plant and BEVE BER
equipment and intangible assets RENEREE (14,888) (14,560)
Payment for financial assets at fair YR A R EF AR
value through profit or loss CRAERE (63,687) (284,664)
Proceeds from disposal of financial HEZRARETABR
assets at fair value through profit SRV EEMBRIE
or loss 3,474 307,793
(Increase)/decrease in short-term REATE R () R
deposits (147,415) 11,000
Proceeds from disposal of property, B &%  BE K&
plant and equipment BUGIREE$ 280,832 35
Proceeds from disposal of land BB T RS RIE
use rights 11,467 =
Net cash flows generated from REETBEELEZ
investing activities Be&REFHE 76,462 27,320
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China Electronics Huada Technology Company Limited

FTEETFEAMBAERAA

CONSOLIDATED STATEMENT OF CASH SEEERER
FLOWS
Unaudited
RGEX
Six months ended 30 June
HZ6A308 LLXEA
2019 2018
20194 20184
HK$’000 HK$’000
FET FHET
Cash flows from MEFTHZHELAE
financing activities
Proceeds from bank and RIT R EAEE RIS
other borrowings 115,794 143,067
Repayment of bank and EEFRITREMEE
other borrowings (115,910) (100,000)
Principal portion of lease payments AENRAAS MG (1,245) ¥
Net cash flows (used in)/ BMEED (FTA) EE2
generated from financing activities ReRsEFHE (1,361) 43,067
Net decrease in cash and ReRASESEYRL FE
cash equivalents (143,859) (72,433)
Effect of exchange rate changes EREHPE (1,449) (2,031)
Cash and cash equivalents at HyzHeRBEEEEY
beginning of the period 375,525 373,831
Cash and cash equivalents HARZHASRASEZEY
at end of the period 230,217 299,367
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China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

1

Basis of preparation

(a)

(b)

Compliance with HKFRS and Listing Rules

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

The condensed consolidated interim financial
statements should be read in conjunction with the
consolidated financial statements of the Group for
the year ended 31 December 2018, which have
been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”).

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

Going concern

At 30 June 2019, the Group’s current liabilities
exceeded its current assets by HK$842,460,000
primarily due to the fact that the Group has liabilities
under short-term bank and other borrowings (the
“Short-term Borrowings”) of HK$2,286,051,000.

The Board has reviewed the Group’s cash flow
projections which covers a period of not less than
twelve months from 30 June 2019. Given that
the Short-term Borrowings of HK$2,160.4 million
are guaranteed by China Electronics Corporation
Limited (“CEC”), and taking into account the
financial resources available to the Group, including
the internally generated funds, expected renewal
and extension of borrowings upon their maturities
and the available committed borrowing facilities, the
Board considers that there are sufficient financial
resources available to the Group to meet its financial
liabilities as and when they fall due in the coming
twelve months from 30 June 2019. Accordingly, the
Board has prepared the condensed consolidated
interim financial statements on a going concern
basis.
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China Electronics Huada Technology Company Limited
FPREEFERAMBZERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

2  Principal accounting policies

Except for the adoption for the first time of all the
new and amended HKFRSs issued by the Hong Kong
Institute of Certified Public Accountants that are
relevant to the Group’s operations and effective for the
accounting period beginning on 1 January 2019, the
accounting policies adopted in the preparation of the
condensed consolidated interim financial statements
are consistent with those adopted in the consolidated
financial statements of the Group for the year ended 31
December 2018.

Except as disclosed below, the adoption of these new
and amended standards had no material effect on
the results and financial position of the Group and/
or disclosures set out in the condensed consolidated
interim financial statements.

HKFRS16 “Leases”

In the current period, the Group has adopted
HKFRS16 “Leases”. HKFRS16 sets out the principles
for the recognition, measurement, presentation and
disclosure of leases. The Group has applied HKFRS16
retrospectively with the cumulative effect of initial
adoption as an adjustment to the retained earnings at 1
January 2019, and the comparative information of the
condensed consolidated interim financial statements
continues to be reported under the accounting policies
and disclosure requirements prevailing prior to 1 January
2019.

Under HKFRS16, 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. Upon adoption of HKFRS16, the Group
recognised right-of-use assets and lease liabilities for
those leases previously classified as operating leases,
except for leases with terms of 12 months or less
(“short-term leases”) and leases of low-value assets.
Right-of-use assets are initially measured at cost
and subsequently carried at cost less accumulated
depreciation and impairment losses. The cost of right-
of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and less any
lease incentives received. Lease liabilities are initially
measured at the present value of the remaining lease
payments discounted using the incremental borrowing
rate of the lessee. Subsequently, lease liabilities are
adjusted by interest accretion and lease payments. For
short-term leases and leases of low-value assets, lease
payments are recognised as an expense on a straight-
line basis over the lease term.

Interim Report 2019 # & & &
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China Electronics Huada Technology Company Limited
PREEFEAMEBERAAF

NOTES TO THE CONDENSED CONSOLIDATED  ff§FR%4R& o B A #5 3R R i =E

INTERIM FINANCIAL STATEMENTS

2  Principal accounting policies (Continued) 2

HKFRS16 “Leases” (Continued)

The effects of adoption of HKFRS16 at 1 January 2019 20191 A1 B HRHNE BT KRS ED
are as follows: FIHMMEENT ¢
Increase
2 tn
HK$’'000
FHET
Right-of-use assets FRAEAE 2,614
Investment in associates RS N FRE 43,322
Lease liabilities HEARE 2,672
Retained earnings RE & A 43,264
The reconciliation from operating lease commitments at HR2018F 12 A31H ML HEFAEHER
31 December 2018 to lease liabilities at 1 January 2019 2019F 1 AMEMEEEENHERNT :
is as follows:
HK$’000
FHET
Operating lease commitments 2018412 531 A K 4% & f B &
at 31 December 2018 17,198
Weighted average incremental 201941 A1 B &9 hnig
borrowing rate at 1 January 2019 e EERE 4.89%
Discounted operating lease commitments M20195F1 B1B IR
at 1 January 2019 R EAE 16,511
Less: Commitments relating to short-term Wb REHEERRKEERE
leases and leases of low-value assets e R EE (13,839)
Lease liabilities at 1 January 2019 R20196F1 A1EMEEAE 2,672
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China Electronics Huada Technology Company Limited
FPREEFERAMBZERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

AR S T H M R R M

3 Financial risk management 3 HERABER
3.1 Financial risk factors 31 M¥RABEZR
The Group’s operating activities expose it to a REB 7 RETHESEETRE
variety of financial risks: market risk (including EREK  mEERE (BEMNERR
foreign exchange risk, fair value interest rate risk AREMERREERETEMNER
and cash flow interest rate risk), credit risk and %)  EERRERBECER -
liquidity risk.
The condensed consolidated interim financial AL E TR FRRL TBIE
statements does not include all financial risk —DREEBVHERELENRR 2
management information and disclosures required TERUMKRREENMEM AR
in a complete set of financial statements which EEENEEE  TEEAAKERHEE
have been prepared in accordance with HKFRSs, 2018F12A3MB L FE 2R a0
and should be read in conjunction with the Group’s R —HFBIE -
consolidated financial statements for the year ended
31 December 2018.
There have been no significant changes in the risk H2018F12A31H A K - A& 2
management policies since 31 December 2018. BRERS mEEREE -
3.2 Liquidity risk 32 RBESER
The maturity profile of the Group’s financial liabilities AEEBRBERRNC B AGBE H
at the end of the reporting period, based on the BR(BREAONRITBRSRE
contractual undiscounted cash flows, is as follows: g)mr
30 June 2019
201966 H30H
More than
1 year but less
Within 1 year than 5 years Total
—EpE
—FR BRBBHEF M
HK$’000 HK$’000 HK$’000
FER FER FExT
Bank and other borrowings RITREMEE 2,323,910 - 2,323,910
Lease liabilities HEAR 29,780 71,449 101,229
Trade and other payables B 5 REMENTE
(excluding salary and (T REERMAHM
welfare payables and other MEF & EH A
taxes payables) FERFE) 524,705 1,001 525,706
2,878,395 72,450 2,950,845
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NOTES TO THE CONDENSED CONSOLIDATED

China Electronics Huada Technology Company Limited

INTERIM FINANCIAL STATEMENTS

3 Financial risk management (Continued)

3.2 Liquidity risk (Continued)

FEETFEAMKRAERAA

EAGRE F M BRI

3 MEBERBRERE)

3.2 REBELEK (&)

31 December 2018

20185 12A31H

More than
1 year but less
Within 1 year than 2 years Total
—FHRE
—FR  ETBAWE M
HK$’'000 HK$’'000 HK$’'000
FET FET FHET
Bank and other borrowings RITREMBEE 2,378,339 - 2,378,339
Trade and other payables B 5 REMENTE
(excluding salary and (T BRERNEH
welfare payables and other AR R E A
taxes payables) FENFIE) 571,789 - 571,789
2,950,128 - 2,950,128
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China Electronics Huada Technology Company Limited

FAETEARRERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

3 Financial risk management (Continued)

AR S T H M R R M

3 MBEREE(

3.3 Fair value estimation 3.3 RAEMKE

Movements in the financial assets that are measured HANUAARBHAEZEREEZ#

at fair value during the period are as follows: BT

Wealth management products HEEBRER Level 1 Level 2 Level 3 Total
-8 £ Eg #E

HK$’000 HK$°000 HK$’000 HK$'000

TET TER TER TET

Unaudited RBER

At 1 January 2019 #20195181A - 37,358 4,671 42,029

Exchange differences R ER - (1,281) (20) (1,301)

Additions Em - 65,355 60 65,415

Disposals HE = (3,474) - (3,474)

At 30 June 2019 #2019%6A30H - 97,958 4,711 102,669

Audited BEK

At 1 January 2018 H2018F1A1A = = 202,485 202,485

Transfer between levels BRI EE - 142,360 (142,360) -

Exchange differences EHESE - (3,081) (844) (3,925)

Additions #m - 180,720 370,835 551,555

Disposals HE = (282,641) (425,445) (708,086)

At 31 December 2018 H2018F128318 = 37,358 4,671 42,029

The investments at 30 June 2019 represent
investments in certain wealth management products
issued by commercial banks in the People’s
Republic of China (the “PRC”). These wealth
management products are principal protected and
with non-guaranteed return. They are denominated
in Renminbi (“‘RMB”) and can be redeemed either at
any time or at certain time within three months. The
fair values of these investments were determined
with reference to either the statements provided
by the commercial banks or discounted cash flow
method.

16  Interim Report 2019 & &%k &
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China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

3 Financial risk management (Continued)

TEE

ERMBERRA

AR S T H R I IR R

3 MBEREE(

3.3 Fair value estimation (Continued) 3.3 AAEME

Movements in the investment properties that are HANUNRAEANEZREME ZE

measured at fair value during the period are as B

follows:

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

HK$’000 HK$’000 HK$°000 HK$’000

TERT TET TET TERT

Unaudited REER

At 1 January 2019 H2019F1A18 - - 48,847 48,847

Exchange differences ERESE - - (197) (197)

Changes in fair value DAEES - - 151 151

At 30 June 2019 H201956A30R - - 48,801 48,801

Audited LER

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

Exchange differences ERESE - - (2,355) (2,355)

At 31 December 2018 #2018512A31H = = 48,847 48,847

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

Fair value at
30 June 2019
#2019 F  Valuation
Description 6 308  technique(s)
#5 ZARE  EERE
HK$'000
FAET
Office building and 48,801 Direct
carparks - Beijing comparison
BRRREM R method
BEELBE
Wealth management 102,669  Discounted cash

flow method
MRFLREE

products
HEERER

Unobservable

inputs
BHUER
Y

Market price

mn{ER

Discount rate
ok

FEREANEUBR BEEIR

BEFE(E=ZR)

Range of
unobservable
inputs/weighted
average
BUBRZ
yEeEE/
EEF9E

RMB30,903

per square metre
[SEDIPN

AR¥ 30,903 7

2.6% t0 3.6%

MBBEAERNT

Relationship of
unobservable inputs
to fair value
BHUBREZHE
BARE

LS

The higher the
market price, the
higher the fair
value

TSERES -
AnEHS

The higher the
discounted rate,
the lower the fair
value
AR EBE

Interim Report 2019 & & & &
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China Electronics Huada Technology Company Limited

FEE

FEARBRARAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

4  Revenue and segment information

(a)

(b)

Revenue

Sale of integrated HEEKERER

circuit products

AR S T H M R R M

4

WA R D EBE R
(a) WA
Unaudited
REERZ
Six months ended 30 June
BZ6H30BLLA<EA
2019 2018
20195 20184
HK$°000 HK$'000
FER FET
908,572 981,034

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

Operating segments

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

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

Nearly 100% of the Group’s revenue is attributable
to the market in the PRC and over 90% of the
Group’s non-current assets are located in the PRC.
No geographical information is therefore presented.

Interim Report 2019 # & & &
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E)ERHEEFERR RO EERA
MRS BEZEENR -EEERE
BESBIEERF (TRERDE
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China Electronics Huada Technology Company Limited
PREEFEAMEBERAAF

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

AR S T H R I IR R

5 Other income 5 HftlgA
Unaudited
RISEX
Six months ended 30 June
B Z6H30HILAEA
2019 2018
20195 20184
HK$’000 HK$'000
FET FHET
Government grants BT 6,720 6,733
Exchange gains FE 3, s 25 = 4,046
Fair value gains on financial assets 12 QA # EFF AR
at fair value through profit or loss EMEEQARLBERE 1,729 2,994
Gain on disposal of financial assets HER AR EFAEBZR
at fair value through profit or loss A E R - 4,587
Interest income FE WA 5,388 -
Rental income el A 1,260 1,349
Gain on disposal of a building BE—RURRED
in the PRC EFE 9,122 -
Others Hith 150 -
24,369 19,709

Interim Report 2019 & i 3 &

19



China Electronics Huada Technology Company Limited
FPREEFERAMBZERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

AR S T H M R R M

6 Finance costs - net 6 ®MERE-FHE
Unaudited
RGEX
Six months ended 30 June
#HZ6H30H 1L <EA
2019 2018
20195 20184
HK$’000 HK$’000
FET FET
Finance costs LRSI
- Interest expense on borrowings —fEEMEXH 53,054 48,919
Finance income AEWKA
- Interest income on cash - REeRkReEEYD
and cash equivalents T B WA (876) (2,874)
Finance costs — net A KR —FRE 52,178 46,045
7  Profit before taxation 7 BRBADER
The Group’s profit before taxation has been arrived at AEBMZBRBAGEFNENBRUTSHE :
after charging the following:
Unaudited
RICEX
Six months ended 30 June
HZ6A308 LAEA
2019 2018
20194 20184
HK$’000 HK$’'000
FET FET
Depreciation of property, WE - BEREETE
plant and equipment 6,551 12,015
Depreciation of right-of-use assets B ENE 9,779 -
Amortisation of intangible assets EREE#H 3,339 3,542
Provision for inventories FEZBE 1,050 14,860
Rental expenses from short-term EHAERREEEE
leases and leases of low-value HEfeMAX
assets 5,007 =
Operating lease expenses on MEZCEHER
properties - 6,228

Research and development costs for the six months
ended 30 June 2019 were HK$105,994,000 (2018:
HK$108,762,000), and mainly comprised of employee
costs of HK$53,677,000 (2018: HK$59,231,000)
and material costs of HK$31,050,000 (2018:
HK$18,111,000). No research and development costs
were capitalised during the six months ended 30 June
2019 (2018: nil). For the six months ended 30 June
2019, provision for inventories of HK$1,050,000 (2018:
HK$14,860,000) has been charged to cost of sales.

20 Interim Report 2019 # Hi 5k %

#H Z=2019%6A308 1k 75 1@ A i %% & B
X 7K 2105,994,0005% 7T (20184 -
108,762,000 7T) * T EBIEREREK AR
53,677,000/ 7T (20184 : 59,231,000
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China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

8

THEFEARETARAA

AR S T H R I IR R

Taxation 8 ®BiE
Unaudited
RGEX
Six months ended 30 June
BZ6A30ALA<EA
2019 2018
20194 20184
HK$’000 HK$’000
FET FHET
Current taxation AEMHIE
— PRC corporate income tax —FRENEMER 11,704 10,115
- Withholding tax on distributed —Ba ks ER
profits (Note (c)) RS (M7 3#(c) (5,790) (5,276)
5,914 4,839
Deferred taxation PRIE IR
- PRC corporate income tax —HREREMER (10,392) (4,005)
— Withholding tax on undistributed ~ — K % B2 & 7 2 81
profits (Note (c)) SR (f1i(c) 3,506 3,725
(6,886) (280)
(972) 4,559

(@

No provision for Hong Kong profits tax had been
made as the Group did not generate any assessable
profit in Hong Kong for the six months ended 30
June 2019 (2018: nil).

In accordance with the corporate income tax laws
of the PRC, the applicable statutory tax rate of
CEC Huada Electronic Design Co., Ltd (“Huada
Electronics”) and Shanghai Huahong Integrated
Circuit Co., Ltd (“Huahong”) is 25%. However,
Huada Electronics and Huahong qualify as an
“Integrated Circuit Design Enterprises in National
Planning Layout” and thus enjoy a 10% preferential
tax rate for the six months ended 30 June
2019 (2018: 10% and 15% preferential tax rate,
respectively).

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

(@)

MR A EBEREE201996 A308 b
NEAREEYL EELTMERB
EA B ERE BN ERELBE
(20184 : &) -

RIFFBECERESFEANRE - R
PEEAEFRIAAREELR ([E
RETF) R EBETERERGR
EEAR([EU]) 2EAEERE
R25% ° A EREFREWE
BIERBREMGBAEKEE R
X ER EREREFRETCHE
201946 A308 IEAEAZEF10%
ZBEBE (20184 : H Bl A10%M
15% 2 BERE) o

R B TS BUEMN A BBE -
FBIRA 2 INEIRE B EUR B RE
BINMEE E S B H2008F1 A1H
EEREH - ZEREBMNI0%E
TSR -
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China Electronics Huada Technology Company Limited
FPREEFERAMBZERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

9 Dividend

The Board has resolved not to declare any dividend for
the six months ended 30 June 2019 (2018: nil).

10 Earnings per share

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

AR S T H M R R M

9 KE

EEFDREREZE2019F6A308 1ER
{8 A AR AT E AT AR S (20184F « &) o

10 SRER

FREABFTIRE T BEAE -

Unaudited
REERZ
Six months ended 30 June
BZ6A30ALLAMEA
2019 2018
20194 20184
Profit for the period ARAERTHE RN
attributable to owners of Z BRER (FHT)
the Company (HK$'000) 72,231 78,080
Weighted average number of AU HEBRER
ordinary shares for the purposes Bz EEAR e
of basic earnings per share FHEE 2,029,872,000 2,029,872,000
Basic earnings per share (HK cents) &A% E A& F| (&4L) 3.56 3.85

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

11 Property, plant and equipment and right-of-use
assets

During the six months ended 30 June 2019, the
Group acquired property, plant and equipment for
considerations of HK$8,486,000 (2018: HK$8,922,000),
and disposed of certain of its property, plant and
equipment for considerations of HK$275,694,000 (2018:
HK$140,000).

During the six months ended 30 June 2019, the Group

recognised right-of-use assets for leasing of office
buildings of HK$98,602,000.

Interim Report 2019 # & & &
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China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS

12 Investment in associates

THEFEARETARAA

AR S T H R I IR R

12 RBEQARRE

Unaudited
KRICEXK
Six months ended 30 June
HZ6A30ALLA<EA
2019 2018
20195 20184
HK$’000 HK$'000
F#ExT FHET
Beginning of the period HR W 4 84 2,665,777 2,782,326
Share of the effect of AR BB RS AR
adoption of HKFRS16 El:00-2 43,322 -
Share of results e 16,878 13,251
— Post-acquisition profit/(loss) —leiEmE T, (FE) 8,638 (2,613)
— Gain on cancellation of — —[EE QB H
subsidiaries of an associate (o= PNGIE & - 2,697
- Gain on combination of business ——ME A RHER
under the common control of EHITH K E O
an associate Uy =5 - 3,079
- Gain on anti-dilution of interest ——HEBE QAN
in an associate e I W R o 8,240 10,088
Exchange differences IE N =5 (12,261) (19,101)
Dividend SN (63,750) (51,000)
Share of currency translation differences {5 &k E =% (3,171) (93,970)
End of the period KB 2,646,795 2,631,506
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China Electronics Huada Technology Company Limited
FPREEFERAMBZERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

12 Investment in associates (Continued)

Particulars of the associates at 30 June 2019 and 31
December 2018 are as follows:

Place of

establishment

and type of Principal place of
Name legal entity operation and activities
28 RUBERAAME TEREHUREY

China Electronics Optics Valley  Cayman Islands,
Union Holding Company limited liability company
Limited (‘CEOVU") REHE BREAAR
PEXABABRRERAR
(MrEx4a))

PRC, development and

Beijing Chipadvanced
Technology Inc.
ERRZHBERNERAR

PRC, limited liability
company
PE - ERELLR

circuit testing services

12 RBERRRE(

operation of business parks

TH EXECRRRER

PRC, provision of integrated

TE - RUEERERASRE

AR S T H M R R M

Bt 2 X B 1201996 A30H &2018%F 12
A31BZFHEBHNT -

Interest held
fiks s
30June 31 December
2019 2018
Paid-in capital 20195 20185
BhEL 64308 12A318

HK$757,435,200 33.67% 33.47%
(2018:
HKS761,821,200)
757,435,200 70
(2018%
761,821,200 70)

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

10.36% 10.36%

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

The Group has not received any dividend from CEOVU
during the six months ended 30 June 2019 (2018: nil).

The fair value of the Group’s interest in CEOVU at 30
June 2019 based on the closing price of HK$0.59
per CEOVU ordinary share as quoted on The Stock
Exchange of Hong Kong Limited on 30 June 2019 was
HK$1,504,500,000.

There are no contingent liabilities relating to the Group’s

interest in associates at 30 June 2019 (31 December
2018: nil).
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China Electronics Huada Technology Company Limited
PREEFEAMEBERAAF

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

AR S T H R I IR R

12 Investment in associates (Continued)

Set out below are the summarised financial information

of CEOVU and its subsidiaries:

12 RBEQARRE

FERAREMBRRZHBERNT :

30 June 31 December
2019 2018
201946 H30H 20184128318
(Unaudited) (Audited)
(REEEFRK) (&%)
HK$°000 HK$’000
FTET FAT
Current B
Assets BE 13,172,924 12,642,138
Liabilities a1E (6,075,837) (5,666,477)
Non-current FERE
Assets BE 6,938,612 5,952,458
Liabilities afE (5,323,804) (4,196,408)
Net assets BEFE 8,711,895 8,731,711
Net assets attributable to BENREX S ER
owners of CEOVU HEECZEAEFE 7,820,350 7,923,344
Investment in an associate R—EBEARRE 2,633,112 2,652,135
Unaudited
REGEX
Six months ended 30 June
BZ6A30ALA<EA
2019 2018
20194 20184
HK$’000 HK$’000
FET FHET
Revenue KA 1,346,601 940,544
Profit for the period attributable to B I 55 8 Y
owners of CEOVU PEXAERFFAESE 25,496 40,172
Other comprehensive income for HAEMEEKES :
the period:
Currency translation differences B = Eg (9,465) (283,384)
Total comprehensive income for HRE2EKNBERE
the period attributable to owners RPELAER
of CEOVU HEE 16,031 (243,212)
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China Electronics Huada Technology Company Limited
FPREEFERAMBZERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

13 Trade and other receivables

The majority of the Group’s sales are with credit terms
of 30 days to 135 days. The remaining amounts are
due immediately after the delivery of goods. The ageing

AR S T H M R R M

13 ESREAMERRE

AEBEZHERBHNEERAROAE
13650 HHRHENEBERINKE
B AEERSEKHEHNBRRERR

analysis of the Group’s trade receivables (net of loss BE)NBREBESITHOT
allowance for impairment) is as follows:

30 June 31 December
2019 2018
201966 H30H 2018%12A31H
(Unaudited) (Audited)
(RBER) (B#&Z)
HK$°000 HK$'000
FTHET FHET
Current to 30 days 30BR 230,298 330,280
31-60 days 31H £60H 156,092 63,652
61-180 days 61H£180H 395,057 169,427
Over 180 days and within 1 year 180H LA £ R1F R 98,864 112,669
Over 1 year 1A £ 37,577 16,155
917,888 692,183

14 Trade and other payables

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

14 ESREMENSTE

AEEEFEMNFROKESFTOT :

follows:
30 June 31 December
2019 2018
20196 H30H 20184 12A31H
(Unaudited) (Audited)
(REE®R) (&EZ)
HK$’000 HK$'000
FTET FET
Current to 30 days 30H A 125,122 258,037
31-60 days 31H £60H 123,186 58,261
Over 60 days 60H LA £ 59,460 85,674
307,768 401,972
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China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

15 Contingent liabilities

The Group did not have any material contingent liability
at 30 June 2019 (31 December 2018: nil).

16 Related party transactions and balances
The Group entered into the following material

transactions in the ordinary course of business with
related parties during the period:

THEFEARETARAA

AR S T H R I IR R

15

16

Ep=Fi |

M2019F6A30H « AEEW EIEREKX
HAEBE (20185128318 « &) -

BBALRSRER

REAREEN A S EBBIZT EERA
THETT TIIRHEERRS

(a) Significant transactions with related parties (a) EBABALTZEARRS
Unaudited
REERZ
Six months ended 30 June
HZ6A308 LAEA
2019 2018
20195% 20184
HK$’000 HK$’000
FEx FAT
CEC TEEFEE
Interest expenses FEZH 1,529 1,580
Guarantee fee BZRE 5,471 5,805
Companies under ZHEHETEE
common control of CEC HEZFHZAT
Sale of products HEEM 72,968 98,156
Purchase of goods and services — $%fE & f MR 59,050 405,577
Interest income F BN 1,605 1,207
Rental income AR WA 1,260 1,349
Rental expenses e 575 1,141
Property management fee MEEEE 1,912 4,041
Additions of right-of-use assets ¥ FAEEE
(Note (a)) (Hiit(a) 88,171 -
Associate | 1N
Purchase of goods and services  #xBE & @ M IR 608 =

(a) The Group recognised these right-of-use
assets based on leases with terms ranging
from one year to two years, with the
intention to renew these leases for further
periods.

(a) AEBRBEEBR/IFER2
FUTETFAERNEE
ERZEEREEE -
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China Electronics Huada Technology Company Limited

FHEFEAREZAERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

16 Related party transactions and balances (Continued)

(b) Significant balances with related parties

AR S T H M R R M

16 BEA LIRS RER

(b) ERBAEEA L2 E KR

30 June 31 December
2019 2018
201946 H30H 2018%F12H31H
(Unaudited) (Audited)
(REEZ) (&)
HK$’000 HK$’000
FERT FHET
CEC TEHEEFE
Other payables H A JE A FRE 3,410 3,424
Borrowings = 68,205 68,477
Companies under THEEFEME
common control of CEC HEZHZATF
Trade receivables E 5 RWRIE 85,777 64,175
Other receivables H fth & U R IE 4,064 3,453
Deposits TR 352,247 302,430
Trade payables B SN RE 31,165 37,425
Other payables E Al FE < FRIE 25,492 6,020
Contract liabilities ARAaE 362 -
Associate 3N
Trade payables B 5N RE 910 1,394

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

(c) Key management compensation

BRESRREE RIS - it Bk
THHBEAEER 28 WRIFAERMEN
BRGREE - BBALEERER
R IRF M KA4.35%5T 8

(c) TEEBEAEME

Unaudited
RICEX
Six months ended 30 June
B Z6H30HILA<EA
2019 2018
20194 20184
HK$’000 HK$’000
FET FHT
Salaries, allowances and e EER
benefits in kind EWRER 4,326 3,622
Contributions to retirement BARETE
schemes R 388 297
4,714 3,819
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China Electronics Huada Technology Company Limited

REPORT ON REVIEW OF CONDENSED
CONSOLIDATED INTERIM FINANCIAL
INFORMATION

e

PREEFEAMEBERAAF

RS P B E R =R
wE

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

Central, Hong Kong

TO THE BOARD OF DIRECTORS OF

CHINA ELECTRONICS HUADA

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

Introduction

We have reviewed the condensed consolidated
interim financial information set out on pages 4 to
28, which comprises the consolidated statement
of financial position of China Electronics Huada
Technology Company Limited (the “Company”)
and its subsidiaries as at 30 June 2019 and the
related consolidated statement of profit or loss,
consolidated statement of comprehensive income,
condensed consolidated statement of changes
in equity and consolidated statement of cash
flows for the six-month period then ended, and
a summary of significant accounting policies and
other explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation
of a report on interim financial information to
be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34
“Interim Financial Reporting” (“HKAS 34”) issued
by the Hong Kong Institute of Certified Public
Accountants. The directors of the Company are
responsible for the preparation and presentation
of this condensed consolidated interim financial
information in accordance with HKAS 34. Our
responsibility is to express a conclusion on
this condensed consolidated interim financial
information based on our review. Our report is
made solely to you, as a body, in accordance
with our agreed terms of engagement, and for no
other purpose. We do not assume responsibility
towards or accept liability to any other person for
the contents of this report.

BTEHEFEANKARQADESS

(RESHEFTMALZRR BREE
BEEZHRRA])

5=

AL EED (LA TR (2 4F9)) B &0
DEH R F4E28E M BHLR A P HI BF
BER  WEBPLEETRHTEERS
BEHEETFEAREARAA(TER
ADRETFAR(ABIEEE]) R
2019F6A30HMirA EEAE RN
HEZA L NEAPENEBEE K
BE CGEEERER - BHRER
HEPHRINGARERER  UEE
DEHBRHMERE MM FRE - &
BHMARSIIERARES EMRA
BT B EAET S A RHR B IR A %
BEE L ERBNEBIECARE S
M ATEANE S S ERFE34
S PHERE] - BRRESA
BEREBERES ST ERE345% [+ &
MBREIRERINFZEGHESE
FHEIBEER - RPN EE—RIBER
M ENHZSHPLE P HUBE
FHEH & WIRBREBZ IERER
BREESHRE B ZINEREF
EEMEH RMFERARENR
?WE@E@At%i&@%E@E
{ °

Interim Report 2019 & & & &

29



30

China Electronics Huada Technology Company Limited
FPREEFERAMBZERAA

Scope of Review

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

Conclusion

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

Ernst & Young
Certified Public Accountants

Hong Kong, 28 August 2019
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China Electronics Huada Technology Company Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

Results overview

Revenue of the Group for the six months ended
30 June 2019 amounted to HK$908.6 million,
representing a decrease of 7.4% when comparing
with the corresponding period of last year. Profit
attributable to owners of the Company amounted
to HK$72.2 million, representing a decrease of
7.5% when comparing with the corresponding
period of last year. The basic earnings per share
was HK3.56 cents (2018: HK3.85 cents).

Integrated circuits design operation

The Group’s integrated circuits design operation
comprises the design of security smart card
chips and the development of application system.
Currently, the Group’s products are mainly used
in sectors such as identity authentication, financial
payment, government utilities, telecommunication
and mobile payment. For the six months ended
30 June 2019, the Group has obtained 13 new
patents, registered 1 new software copyright and
3 new integrated circuits layout designs.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

During the first half of 2019, as domestic-made
bank card chips were increasingly recognised
by various banks, the market demand for
domestic-made bank card chips continued to
increase, and sales volume of bank card chips
increased significantly when comparing with the
corresponding period of last year. For social
security cards, given the population coverage
of the second-generation social security cards
has reached a fairly high level, demand for
the second-generation social security cards
gradually declined, whereas issuance of the third-
generation social security cards has started in
most provinces leading to a growth in demand.
During the period, sales volume of social security
card chips increased slightly when comparing
with the corresponding period of last year. Sales
volume of other major products such as identity
authentication as well as telecommunication and
mobile payment smart card chips remained stable
when comparing with the corresponding period of
last year. Sales volume of other products such as
public transportation card chips decreased when
comparing with the corresponding period of last
year. For the six months ended 30 June 2019,
overall sales volume of the Group decreased by
3.9% when comparing with the corresponding
period of last year.

Given that an increase in sales volume of bank
card chips and social security card chips was
recorded for the six months ended 30 June 2019,
the impact of a general decline in the selling price
of smart card chips when comparing with the
corresponding period of last year as a result of
further intensification in market price competition
on the revenue during the period was partially
offset. Revenue of the Group for the six months
ended 30 June 2019 was HK$908.6 million,
representing a decrease of 7.4% when comparing
with the corresponding period of last year.
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China Electronics Huada Technology Company Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

For the six months ended 30 June 2019, the
overall gross profit margin was 33.0% (2018:
32.5%). During the period, cost reduction and
control were achieved to a certain extent through
accelerating the launching of and switching
to new products, improving efficiency in the
production of new products, etc., and had
compensated the impact of the increasingly fierce
competition in the market of bank card chips and
telecommunication and mobile payment smart
card chips that led to a fall in the selling price of
these products on the overall gross profit margin
of the period.

Selling and marketing costs for the six months
ended 30 June 2019 amounted to HK$43.5
million (2018: HK$50.6 million). The percentage of
selling and marketing costs to revenue decreased
to 4.8% from 5.2% of the corresponding period
of last year. The decrease was mainly attributable
to the continuous implementation by the Group of
stringent cost control measures during the period.

Administrative expenses for the six months ended
30 June 2019 amounted to HK$165.4 million,
representing a decrease of 2.1% when comparing
with the corresponding period of last year. The
percentage of administrative expenses to revenue
was 18.2% (2018: 17.2%). The Group continued
to implement stringent cost control measures
during the period.

Research and development costs for the six
months ended 30 June 2019 amounted to
HK$106.0 million (2018: HK$108.8 million).
The percentage of research and development
costs to revenue was 11.7% (2018: 11.1%).
During the period, the Group established plans
for the development of new Internet of Things
security chip products and the upgrading of
existing products and continued to invest in
the improvement of product safety technology,
enhancement of product functions and
performance, advanced research of new process,
etc.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

Other income

For the six months ended 30 June 2019, the
Group recognised a gain on disposal of a
building in the PRC of HK$9.1 million following
the termination of the agreement to purchase
Block C of China Electronics Information
Security Technology Research and Development
Foundation in the PRC.

Share of result of an associate

CEOVU, the Group’s associate listed on
The Stock Exchange of Hong Kong Limited,
is principally engaged in the business of
development and operation of large-scale
business parks in the PRC. The Group’s share of
result from CEOVU for the six months ended 30
June 2019 was HK$16.8 million (2018: HK$13.0
million).

Outlook

Looking forward, the market demand for smart
card chips is expected to enter a stage of steady
development. Application of the domestic-made
substitutes and the state cryptographic algorithm
will continue to advance in certain sectors of
the smart card chips market, and the domestic
integrated circuits design industry and the
momentum for market development will further
improve. However, competition will also be fiercer,
and selling price of products will see a more
apparent decreasing trend. With opportunities
and challenges coexisting, the Group will continue
to closely track domestic market demands,
seize market opportunities, and actively explore
potential customers to ensure its leading position
in the field of smart card chips.

On the other hand, based on its smart card chips
security and application technology accumulated
over the years, the Group, with a market
orientated approach, will continue to strengthen
its product development in the direction of
Internet of Things security chips and promote the
application of such products in the industry. At the
same time, the Group will focus on expanding the
applications for industries such as smart cities,
smart home and Internet of Vehicles, continuously
striving to enhance its core competitiveness in the
market of Internet of Things.
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China Electronics Huada Technology Company Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

Dividend
The Board has resolved not to declare any
dividend for the six months ended 30 June 2019
(2018: nil).

Financial Review

The Group generally finances its working capital
and funding requirements through internal
resources, and bank and other borrowings. At
30 June 2019, the Group had cash and cash
equivalents amounted to HK$230.2 million, of
which 97.1% was denominated in Renminbi, 1.8%
in United States dollars and 1.1% in Hong Kong
dollars (31 December 2018: HK$375.5 million, of
which 90.2% was denominated in Renminbi, 8.0%
in Hong Kong dollars and 1.8% in United States
dollars).

At 30 June 2019, the Group had bank and
other borrowings of HK$2,286.1 million, of
which 97.5% were denominated in Renminbi
and 2.5% in Hong Kong dollars (31 December
2018: HK$2,295.3 million, of which 97.5% were
denominated in Renminbi and 2.5% in Hong Kong
dollars). Among these borrowings, (i) HK$57.5
million were secured by deposits of the Group
and HK$2,228.6 million were unsecured (31
December 2018: HK$57.5 million were secured
by deposits of the Group and HK$2,237.8 million
were unsecured), and (i) HK$2,228.6 million
and HK$57.5 million were borrowed at fixed and
variable interest rates respectively (31 December
2018: HK$2,237.8 million and HK$57.5 million
were borrowed at fixed and variable interest
rates respectively). At 30 June 2019, committed
borrowing facilities available to the Group but not
drawn amounted to HK$2,000.8 million.

At 30 June 2019, certain assets of the Group with
an aggregate carrying value of HK$62.5 million
were pledged as collateral for borrowings of the
Group (31 December 2018: HK$62.8 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review (Continued)

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

At 30 June 2019, the Group had net current
liabilities of HK$842.5 million (31 December 2018:
HK$1,167.9 million). The gearing ratio, which is
calculated as net debt divided by total equity and
net debt of the Group, was 47.6% (31 December
2018: 48.5%).

At 30 June 2019, the Group did not have any
material outstanding capital commitment (31
December 2018: nil) for the acquisition of fixed
assets and intangible assets. The Group did not
have any material contingent liability at 30 June
2019 (31 December 2018: nil).

Employee and Remuneration
Policies

At 30 June 2019, the Group had approximately
380 employees, the majority of whom were based
in the PRC. Employee benefit expenses during the
period were HK$97.3 million.

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

OTHER INFORMATION

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

At 30 June 2019, Mr. Dong Haoran, a non-
executive director of the Company and Chairman
of the Board, had personal interest (long position)
in 4,672,420 shares of the Company (representing
0.283% of the issued share capital of the
Company), and Ms. Liu Jinmei, a non-executive
director of the Company, had personal interest
(long position) in 197,250 shares of the Company
(representing 0.01% of the issued share capital
of the Company). Save as disclosed herein, none
of the directors nor the chief executive of the
Company had any interests or short positions in
the shares, underlying shares or debentures of the
Company or any of its associated corporations
(within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFQO”)), which
were recorded in the register maintained by the
Company pursuant to Section 352 of the SFO or
as otherwise notified to the Company and The
Stock Exchange of Hong Kong Limited pursuant
to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules.

Directors’ Rights to Acquire Shares
or Debentures

At no time during the six months ended 30 June
2019 was the Company, its holding companies
or any of its subsidiaries or fellow subsidiaries
a party to any arrangements to enable the
directors of the Company or their respective close
associates (as defined under the Listing Rules) to
acquire benefits by means of acquisition of shares
in, or debentures of, the Company or any other
body corporate.
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OTHER INFORMATION

Shareholders with Notifiable Interests

At 30 June 2019, the register maintained by the
Company pursuant to Section 336 of the SFO
showed that the following persons (other than the
directors or chief executive of the Company) had
notified the Company that they had an interest
of 5% or more in the issued share capital of the
Company:

Name of interested party BERRZESE
China Electronics Corporation
(BVI) Holdings Company

Limited (“CEC (BVI)")

Huada Semiconductor Co., Ltd ERYERERRA
(“Huada Semiconductor”) (MEX+E)
(Note 1) (Br#t1)

CEC (Note 2) FRETEE (HiF2)

Notes:

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

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

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

Save as disclosed above, at 30 June 2019,
the Company had not been notified of any
other interest or short position in the shares or
underlying shares of the Company which were
required to be recorded in the register required to
be kept under Section 336 of the SFO.
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China Electronics Huada Technology Company Limited

OTHER INFORMATION

Specific Performance Obligation on
Controlling Shareholder

According to the terms and conditions of a
revolving loan facility in an aggregate amount
of up to RMB250 million (the “Facility”), CEC,
a controlling shareholder of the Company, is
required to maintain not less than 51% of the
beneficial shareholding interest (direct or indirect)
of the Company. Details of the Facility are set out
in the announcement dated 11 December 2018.

Purchase, Sale or Redemption of
Securities

Neither the Company nor any of its subsidiaries
had purchased or sold any of the Company’s
shares and the Company had not redeemed any
of its shares during the six months ended 30 June
2019.

Corporate Governance Code

The Company is committed to achieving the best
corporate governance practices by emphasising
its accountability, transparency, independence,
responsibility and fairness. The Company is
dedicated to exercise corporate governance
through regular reviews of its adopted practices
with reference to the Corporate Governance Code
(the “CG Code”) as set out in Appendix 14 to the
Listing Rules. The Company has complied with
all the applicable code provisions in the CG Code
throughout the six months ended 30 June 2019.

The Model Code for Securities
Transactions by Directors

The Company has adopted the Model Code to
regulate the directors’ securities transactions.
All directors have confirmed, following specific
enquiry by the Company, that they have fully
complied with the Model Code throughout the six
months ended 30 June 2019.

THEEFEAMBARAR

HttEH

BERRR2EHEITRE

BIE—BBTE LR AARKE205E
TTEREF H*(FH*J)Z%?&&M%
o hRAEFEE (RRAZERRR)
BHRBFHRBAR TK%@&%E@EE
R (EBERE) - BEHBEH
NEHA2018F12A11BZAER -

BE- HESEEES

R EE2019F6 A30H LB A A -
AN B o HAE ] P S 2 B 30 B () aX

HETRARQRFKD - BAQRINE
B8 [ E AT A ©

T EEETA
ARABIBNEBRGRKENEEER
BROLHEIEHE BH B
EEMAFFE RARRERITE
¥ER 2 L WARKE4E 2
N\

TEEATANCEESLRTADE
BRET TR B - AR R REZE
20196 A30R LN A A AE BF
¥ERTAINEASTANEX °

ESETERFRGNRETH
AARERMBETR  AREES

EITHESRRS - KARBIEH AR

BRI FTAEESHEER  REE
2019F6A30H LN AR « FEH
BE2HETZEESTR -

Interim Report 2019 & i 3 &

39



China Electronics Huada Technology Company Limited
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OTHER INFORMATION

Audit Committee

The audit committee of the Board has reviewed
the unaudited condensed consolidated interim
financial statements of the Group for the six
months ended 30 June 2019.

Directors’ Particular

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

Mr. Chow Chan Lum retired from the precedent
partner of Wong Brothers & Co, Certified Public
Accountants in April 2019.

Mr. Yu Jian was appointed as the chairman of
the supervisory committee of Shanghai Belling
Corp., Ltd (a company with its shares listing on
the Shanghai Stock Exchange) in April 2019 and a
director of Solomon Systech (International) Limited
(a company with its shares listing on the Hong
Kong Stock Exchange) in June 2019.

By Order of the Board

Dong Haoran
Chairman

Hong Kong, 28 August 2019
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