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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 interim report and
for geographical reference only, except where the context otherwise requires,
references in this interim 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 its present subsidiaries where the context refers
to the time before it became the holding company of 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, the
businesses operated by our subsidiaries or their predecessors (as the case may
be) with respect to the period before our Company became the holding company of
our present subsidiaries (or became associated companies of our Company);

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 100% owned by HHGrace, a
wholly-owned subsidiary of the Company. HH-Wuxi is currently owned 51.0% by the
Group, 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)”

‘QST”

‘RMB”

“SFO”

“Shanghai Huali”

“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;

QST Corporation (W EREARAF]), a company incorporated in the PRC on
13 September 2012 and a connected person;

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;

Shanghai Huali Microelectronics Corporation (_E/8%E 7#8E FHR A F]), a company
incorporated in the PRC on 18 January 2010 and a connected person;

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)

Non-Executive Directors
Yang Du

Takayuki Morita

Jing Wang

Jun Ye

Independent Non-Executive Directors

Stephen Tso Tung Chang
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Long Fei Ye

Company Secretary
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Junjun Tang
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Long Fei Ye
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Long Fei Ye

Jing Wang
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Legal Advisor
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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 Places of Business
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Zhangjiang Hi-Tech Park
Shanghai, PRC
Postcode: 201203

No. 30, Xinzhou Road
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Postcode: 214000

Stock Code
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KEY FINANCIALS
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MANAGEMENT-DISCUSSION AND ANALYSIS

Financial Performance

1H 2020 1H 2019 Change

US$’000 US$ 000

Unaudited Unaudited
Revenue 428,204 450,790 (5.0)%
Cost of sales (326,972) (308,370) 6.0 %
Gross profit 101,232 142,420 (28.9)%
Other income and gains 25,406 31,807 (20.1)%
Selling and distribution expenses (4,226) (4,004) 55 %
Administrative expenses (129,748) (63,075) 105.7 %
Other expenses 3) (2,119) (99.9)%
Finance costs (618) (625) (1.1)%
Share of profits of an associate 7,258 1,010 618.6 %
(Loss)/profit before tax (699) 105,414 (100.7)%
Income tax credit/(expense) 4,705 (8,879) (153.0)%
Profit for the period 4,006 96,535 (95.9)%

Attributable to:
Owners of the parent 38,140 90,826 (58.0)%
Non-controlling interests (34,134) 5,709 (697.9)%
Revenue

Revenue was US$428.2 million, a decrease of 5.0% compared to 1H 2019, primarily due to decreased average selling
price and decreased demand for smart card ICs and super junction products, partially offset by increased demand for
MCU and power management products.

Cost of sales
Cost of sales was US$327.0 million, an increase of 6.0% compared to 1H 2019, primarily due to increased wafer

shipments, depreciation and labor expenses.

Gross profit
Gross profit was US$101.2 million, a decrease of 28.9% compared to 1H 2019, primarily due to decreased average
selling price, increased depreciation and labor expenses.

Other income and gains

Other income and gains were US$25.4 million, a decrease of 20.1% compared to 1H 2019, primarily due to decreased
fair value gains on financial assets at fair value through profit or loss and interest income, partially offset by increased
government subsidies.

Selling and distribution expenses

Selling and distribution expenses were US$4.2 million, an increase of 5.5% compared to 1H 2019, primarily due to
increased labor expenses.
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MANAGEMENT DISCUSSION AND ANALYSIS

Administrative expenses
Administrative expenses were US$129.7 million, an increase of 105.7% compared to 1H 2019, primarily due to
increased development, depreciation and labor expenses for Wuxi fab.

Other expenses
Other expenses were US$3,000, compared to US$2.1 million in 1H 2019, mainly due to a foreign exchange loss in the
previous period.

Share of profits of an associate
Share of profit of an associate was US$7.3 million, an increase of 618.6% compared to 1H 2019, due to increased
profit realized by the associate, Shanghai Huahong Technology Development Co., Ltd.

Income tax credit/(expense)
Income tax credit was US$4.7 million, compared to income tax expense of US$8.9 million in 1H 2019, primarily due to
increased reversal of dividend withholding tax accrued for the prior year 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$4.0 million, a decrease of 95.9%
compared to 1H 2019. Net profit margin was 0.9% compared to 21.4% in 1H 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Status

30 June 31 December

2020 2019 Change
US$’000 US$ 000
Unaudited Audited

Non-current assets
Property, plant and equipment 1,790,860 1,558,283 14.9%
Investment property 166,154 168,615 (1.5)%
Right-of-use assets 75,810 74,526 1.7 %
Investment in an associate 79,335 73,142 8.5 %
Equity instruments designated at fair value through

other comprehensive income 204,658 207,689 (1.5)%
Other non-current assets 84,455 34,437 145.2 %
Total non-current assets 2,401,272 2,116,692 13.4 %
Current assets
Inventories 176,856 142,087 245 %
Trade and notes receivables 135,518 164,968 (17.9)%
Due from related parties 11,588 9,262 25.1 %
Prepayments, other receivables and other assets 66,174 113,453 (41.7)%
Financial assets at fair value through profit or loss 84,759 519,779 (83.7)%
Restricted and time deposits 766 70,776 (98.9)%
Cash and cash equivalents 698,957 476,286 46.8 %
Total current assets 1,174,618 1,496,611 (21.5)%
Current liabilities
Trade payables 92,607 86,119 75 %
Due to related parties 13,467 10,655 26.4 %
Other current liabilities 372,886 372,343 0.1%
Lease liabilities 3,757 1,922 95.5 %
Interest-bearing bank borrowings 4,238 4,300 (1.4)%
Total current liabilities 486,955 475,339 2.4 %
Net current assets 687,663 1,021,272 (32.7)%
Non-current liabilities
Interest-bearing bank borrowings 19,069 21,502 (11.3)%
Lease liabilities 16,889 16,694 1.2 %
Deferred tax liabilities 3,194 17,176 (81.4)%
Total non-current liabilities 39,152 55,372 (29.3)%
Net assets 3,049,783 3,082,592 (1.1)%

Explanation of items with fluctuation over 5% from 31 December 2019 to 30 June 2020

Property, plant and equipment
Property, plant and equipment increased from US$1,558.3 million to US$1,790.9 million, mainly as a result of the
construction of the Hua Hong Wuxi.

Investment in an associate

Investment in an associate increased from US$73.1 million to US$79.3 million, primarily due to profit shared from the
associate, Shanghai Huahong Technology Development Co., Ltd., in the period.
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MANAGEMENT DISCUSSION AND ANALYSIS

Other non-current assets
Other non-current assets increased from US$34.4 million to US$84.5 million, primarily due to increased prepayments
for capital expenditures and increased intangible assets.

Inventories
Inventories increased from US$142.1 million to US$176.9 million, primarily due to increased raw materials and finished
goods.

Trade and notes receivables
Trade and notes receivables decreased from US$165.0 million to US$135.5 million, primarily due to lower revenue
compared to 2H 2019.

Due from related parties
Due from related parties increased from US$9.3 million to US$11.6 million, primarily due to increased receivables from
certain of our related party.

Prepayments, other receivables and other assets
Prepayments, other receivables and other assets decreased from US$113.5 million to US$66.2 million, primarily due to
receipts of tax return of VAT.

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss decreased from US$519.8 million to US$84.8 million, primarily due
to payout from investment in financial products.

Restricted and time deposits
Restricted and time deposits decreased from US$70.8 million to US$0.8 million, due to payout from investment in time
deposits.

Cash and cash equivalents
Cash and cash equivalents increased from US$476.3 million to US$699.0 million, mainly due to the reasons stated in
the cash flow analysis below.

Trade payables
Trade payables increased from US$86.1 million to US$92.6 million, primarily due to increased purchases of materials
for Hua Hong Wuxi.

Due to related parties
Due to related parties increased from US$10.7 million to US$13.5 million, primarily due to a receipt of rental
prepayment from one of our related parties.

Lease liabilities
Total lease liabilities increased from US$18.6 million to US$20.6 million, primarily due to renewed lease contracts.

Interest-bearing bank borrowings
Total interest-bearing bank borrowings decreased from US$25.8 million to US$23.3 million, due to a repayment of bank
borrowing.

Deferred tax liabilities

Deferred tax liabilities decreased from US$17.2 million to US$3.2 million, primarily due to a reversal of dividend
withholding tax accrued for 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

Cash Flow

1H 2020 1H 2019 Change

US$’000 US$ 000

Unaudited Unaudited
Net cash flows generated from operating activities 95,208 99,518 (4.3)%
Net cash flows generated from/(used in) investing activities 132,861 (304,919) (143.6)%
Net cash flows (used in)/generated from financing activities (1,568) 264,710 (100.6)%
Net increase in cash and cash equivalents 226,501 59,309 281.9 %
Cash and cash equivalents at beginning of the period 476,286 777,000 (38.7)%
Effect of foreign exchange rate changes, net (3,830) (1,631) 134.8 %
Cash and cash equivalents at end of the period 698,957 834,678 (16.3)%

Net cash flows generated from operating activities

Net cash flows generated from operating activities decreased from US$99.5 million to US$95.2 million, primarily due
to increased payments for materials and labor expenses, decreased receipts of government grants, partially offset by
receipts of tax return of VAT.

Net cash flows generated from investing activities

Net cash flows generated from investing activities were US$132.9 million, primarily including (i) payout of US$1,173.8
million from investment in financial assets at fair value through profit or loss, (ii) payout of US$70.0 million in investment
in time deposit, and (i) US$5.8 million of interest income, partially offset by (i) US$738.1 million for investment in
financial assets at fair value through profit or loss, and (ii) US$378.6 million for capital investments.

Net cash flows used in financing activities

Net cash flows used in financing activities were US$1.6 million, attributed to (i) lease liabilities payments of US$2.7
million, (i) a repayment of bank borrowing of US$2.1 million, and (iii) interest payments of US$0.6 million, partially
offset by US$3.8 million proceeds from share option exercise.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

In the first half of 2020, the global semiconductor market was hit by the impact of COVID-19. Despite the on-going
impact, some regions, which experienced the pandemic earlier, are gradually recovering. Thanks to the joint efforts
of our shareholders, customers, suppliers, and employees, our revenue rebounded steadily in the second quarter, up
11% on a QoQ basis.

The sharp increase in shipment volumes of pandemic prevention supplies has driven significant growth in revenue for
MCU products in the first half of the year, posting a relatively good performance. In the second quarter, as a result
of containment of COVID-19 in China, demand for smart card IC gradually recovered in the Chinese market. In the
meantime, the Company actively developed its 90nm embedded flash memory process in its HH-Wuxi 12-inch wafer
fab, to keep abreast of development trends in the high-density memory industry. The fab commenced mass production
of 90nm embedded flash memory technology in the first half of the year, playing a key role for the Company to seize
future market opportunities. As an increasing number of products are certified and the 12-inch wafer capacity is
continuously expanded, the Company expects to see further increases in revenue in the eNVM market segment.

Development of discrete devices remained stable. Despite the consequences of the pandemic, the Company achieved
an outstanding double digit QoQ growth in shipment volume of power discrete devices in the second quarter, thanks
to our diverse types of power device processes, quality assurance of excellent technologies, and wide range of
customer base. Shipment volumes for both SGT-MOSFET and IGBT reached new record levels.

The HH-Wuxi 12-inch wafer fab, which was put into operation in the fourth quarter of 2019, ran smoothly in the first
half of 2020. For platform products, the 90nm eNVM, 65nm logic & RF platform, and discrete products entered into
mass production. The technology roadmap, in accordance with the strategy of “IC+Power”, has been successfully
implemented, which ensures the Company’s ability to continuously maintain high-level service and abundant product
supply for its customers in the future.

Looking forward to the future, the Company’s 8-inch wafer fab will work on continuous development of its power
discrete device, embedded flash memory MCU, PMIC, and cellphone RF IC businesses, and the 12-inch wafer fab will
continue to consistently implement the “IC+Power” strategy. We will continue to implement our “8-inch+12-inch” wafer
technology development strategy to provide customers with better differentiated technology products.
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REPORT ON REVIEW OF INTERIM CONDENSED
CONSOLIDATED FINANCIAEANFORMATION

RS ASRS M B ERNERRS

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 52 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 2020 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

11 August 2020
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
PROFIT OR LOSS

PHEHG SRR R

FOR THE SIX MONTHS ENDED 30 JUNE 2020
HE-Z-ZFXA=+THIEANEA

FOR THE SIX MONTHS ENDED

30 JUNE
BEAA=THIAEAR
2020 2019
—E-EF —E-NEF
(Unaudited) (Unaudited)
(REER) (REEEZ)
Notes (US$’000) (US$'000)
Hiat (F%£x) (F=7T)
Revenue SHEWA 4 428,204 450,790
Cost of sales SHERKA (326,972) (308,370)
Gross profit EFI 101,232 142,420
Other income and gains E bl A R as 4 25,406 31,807
Selling and distribution expenses HERDIHER (4,226) (4,004)
Administrative expenses EEER (129,748) (63,075)
Other expenses Hib&A (3) (2,119)
Finance costs WEER (618) (625)
Share of profit of an associate DI — KB E N E A 7,258 1,010
(LOSS)/PROFIT BEFORE TAX BiAT (B8),BF 5 (699) 105,414
Income tax credit/(expense) Fisfise, (FAX) 6 4,705 (8,879)
PROFIT FOR THE PERIOD H A& F 4,006 96,535
Attributable to: AN S IRFELG ¢
Owners of the parent [SYNCITYEPN 38,140 90,826
Non-controlling interests el (34,134) 5,709
4,006 96,535
EARNINGS PER SHARE ATTRIBUTABLE &S ARIEBREFEA
TO ORDINARY EQUITY HOLDERS EhERER
OF THE PARENT: 7
Basic AR
— For profit for the period — AR A US$0.030 US$0.071
0.030% T 0.071%7T
Diluted e
— For profit for the period — BAA R A US$0.029 US$0.070
0.0293% T 0.070%7T
24  HUAHONG SEMICONDUCTOR LIMITED 4T 88455 2 o]



INTERIM CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

FHIE SRS EH B ER

FOR THE SIX MONTHS ENDED 30 JUNE 2020
HE-—T-_TFA=1tAHILXEA

FOR THE SIX MONTHS ENDED
30 JUNE
BEAA=tHILEAEA

2020 2019
—ECEF —ZT-NF
(Unaudited) (Unaudited)
(REBEZR) (CREgEZ)
(US$’000) (US$'000)
(F=;) (F=x)
PROFIT FOR THE PERIOD BRI 4,006 96,535
OTHER COMPREHENSIVE LOSS Hih2HEE
Exchange differences on translation B G INETSEE E R INE Z 58
of foreign operations (44,791) (11,486)
OTHER COMPREHENSIVE LOSS HRHMEEEE @ HRHE
FOR THE PERIOD, NET OF TAX (44,791) (11,486)
TOTAL COMPREHENSIVE (LOSS)/INCOME HA2ME (BE) WS EHE
FOR THE PERIOD (40,785) 85,049
Attributable to: AT & IEE
Owners of the parent ISYNCIL PPN 5,380 87,301
Non-controlling interests IR (46,165) (2,252)
(40,785) 85,049
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
FINANQ_IAL POSITION v
PHEA R AR S BT A AR L R e .

30 June 31 December

2020 2019
—E-EF —E-NEF
~A=tH +=-A=+—H
(Unaudited) (Audited)
(REEEZ) (FEFEZ)
Notes (US$’000) (US$'000)
iz (F%r) (FZE7T)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment W - R K EAE 9 1,790,860 1,558,283
Right-of-use assets FREEE 75,810 74,526
Investment property LB 166,154 168,615
Intangible assets EREE 32,201 13,322
Investment in an associate R—REE QA RINIEE 79,335 73,142
Equity investments designated EERA T ET AEM
at fair value through other 2 EW G RERE
comprehensive income 204,658 207,689
Long term prepayments to third parties ERE=h2
RHATEN I 42,100 6,740
Long term prepayments to related parties  [AIB3EE 5 & EAFE N 70B 1,994 6,808
Deferred tax assets FRERIBE 8,160 7,567
Total non-current assets JEMENEERT 2,401,272 2,116,692
CURRENT ASSETS REBEE
Inventories w8 176,856 142,087
Trade and notes receivables B SR IA K IR 10 135,518 164,968
Prepayments, other receivables TERFIE - EfbER
and other assets TR EMEE 66,174 113,453
Due from related parties eI RS 5 F0E 11,588 9,262
Financial assets at fair value BATERT ABRR
through profit or loss SREE 84,759 519,779
Restricted and time deposits BUR& K TE TR 766 70,776
Cash and cash equivalents He KR EEY 698,957 476,286
Total current assets MENE AR 1,174,618 1,496,611
CURRENT LIABILITIES RBEE
Trade payables B SN RIA 11 92,607 86,119
Other payables and accruals E A SRIA R E B A 318,489 303,614
Interest-bearing bank borrowings FTEERITER 4,238 4,300
Lease liabilities HEaE 3,757 1,922
Government grants BT BN 40,105 40,641
Due to related parties JEASH BB 5 508 13,467 10,655
Income tax payable JERTER1S R 14,292 28,088
Total current liabilities mEBB ERRE 486,955 475,339
NET CURRENT ASSETS REEEFHE 687,663 1,021,272
TOTAL ASSETS LESS CURRENT EEHERRBER
LIABILITIES 3,088,935 3,137,964
continued/...
g/ ..
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

30 JUNE 2020
—T-TFXRA=1+H

AR R AR S MR R R

30 June 31 December
2020 2019
—ECEF —E-NF
AA=+H +=RA=+—~H
(Unaudited) (Audited)
(REEFX) (fE&EZ)
Note (US$’000) (US$'000)
Htat (FZ%x) (F=7T)
NON-CURRENT LIABILITIES FkRBAE
Interest-bearing bank borrowings SHEERITER 19,069 21,502
Lease liabilities HEEE 16,889 16,694
Deferred tax liabilities RERIBEE 3,194 17,176
Total non-current liabilities JEmEI B ERR 39,152 55,372
Net assets EEERH 3,049,783 3,082,592
EQUITY =
Equity attributable to owners BATEE ABGER
of the parent
Share capital N 12 1,971,748 1,966,095
Reserves G 286,489 279,146
2,258,237 2,245,241
Non-controlling interests IR 791,546 837,351
Total equity S 3,049,783 3,082,592
Suxin Zhang Jun Ye
RED ik
Director Director
= =
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
FIAEREG SERBE R oo

Attributable to owners of the parent

BARERARSE
Other
Share reserve and Fair ~ Asset Statufory 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
SHRER iR Ex

B offis BRERE H¥ES AVERR EMRE GREE NBRR  EMER o FERBR BR4E
USS000 USS'000 US$000  USS'000 US$000 USS'000 US$000  USS000  US$000 USS'000  US$000  USS'000
i FEn TR TR TR TR A fRr TR TR TR AR

(note 12)
(R£12)
At 1 January 2020 N-B-TF
—-A-A 1,966,005 645,494* 12481 3,685+ 4847 99257 89,186 (462)°  (607,342) 2,245241 837,351 3,082,592
Profloss) for e perid  5IER/(858) . - - - - - - - R0 B0 (A1) 4006
Exchange differences BERNSHELS
ontranlaion of foreign~~ SNEEE
operations - - - - - - - (32,760) - (2760)  (12,031)  (44,791)
Total comprehensive loss SN2 EEEAE
for the period - - - - - - - 760 M0 530 (46165 (40,78B)
Issue of shares ikt 5,653 - () = = - - - -3 -3
Equity-setlled share WEREEH
opfion arrangements ElERH - - 368 - - - - - - 3684 %0 404
Transfer from retained profits E& - A
generated by a subsidiary  E£HEFET - - - - - - 5998 - (5,998) - - -
At 30 June 2020 (unaudited) H=F=FF
~NAZ1A
(RiEEH) 1,971,748 645,494 14444 35,685+ 4847 99257  95184*  (33222)  (575,200) 2,258,237 791546 3,049,783
At 1 January 2019 RZE-NE-A-H 1960159 645,494 6,607 34590 o545 992657 T15% 34695 (702,786) 2152,116 549,076 2,701,192
Prolfit for the period il = = = - - - - - 90826 90,82 5709 96,53
Exchange differences REBNSHELS
ontranlation of foreign~~ SNEZE
operations - - - - - - - (3525) - (3525)  (7.961) (11,486)
Total comprehensive nzElaes
income for the period - - - - - - - (3525) 90826 87,301 (2252) 85,049
Capial contrioution from AR E
non-controlling interests - - - 975 - - - - - 975 316025 317,000
Issue of shares B 1583 - (3) - - - - - - 125 - 2B
Equity-settled share option ~ WAEREES
anangements B - - 400 - - - - - - 400 -4
Final 2018 dividend declared HAEE=F—/\F
ke - - - - - - - ST ) - B
Transfer from retained profits E&E -4
generated by a subsidiary  E£MEREF - - - - - - 8084 - (8,084) - - -
At 30 June 2019 (unaudited) R=F—71
FAR=TH
(F@5H%) 1961,742 645494 10339 35,56 2546 99257 79,679 31130 (670.816) 2194935 862,849 3,067,784
# The asset revaluation reserve arose from a change in use from an # BESHMERESARYEREENR
owner-occupied property to an investment property carried at fair BRAFEIRZEEYE -
value.
* These reserve accounts comprise the consolidated reserves of * % (R AR BN BR RS PR AR & BT S kR
US$286,489,000 (31 December 2019: US$279,146,000) in the KRN Z 4R A 286,489,000 L (—ZF —
interim condensed consolidated statement of financial position. NET=A=+—H :279,146,000%%7T) °
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF

FOR THE SIX MONTHS ENDED 30 JUNE 2020
BE-_ZT-_ZTHFA=1+RHI~EA

CASH FLOWS

PHISRGE R T RER

FOR THE SIX MONTHS ENDED

30 JUNE
BEAA=THIAEAR
2020 2019
—E-EF —NF
(Unaudited) (Unaudited)
(REER) (REEEZ)
(US$°000) (US$'000)
(GFE=om) (F=7T)
CASH FLOWS FROM OPERATING ACTIVITIES K& EHFEBRESRE
(Loss)/profit before tax A (E518), & T (699) 105,414
Adjustments for: PUATHIEELRFAE
Finance costs 5 ER 618 625
Share of profit of an associate AME—KEE R R m A (7,258) (1,010)
Interest income AEMA (5,670) (11,299)
Fair value gains on financial assets at fair value BATEFT ABZER
through profit or loss BRUEE N T EWS (5,112) (13,500)
Loss on disposal of items of property, plant HEWE - BE R
and equipment HEBEENEER - 16
Depreciation of property, plant and equipment #@% BB REETE 88,425 60,328
Provision of impairment of trade receivables B ZENGRIBRE R E - 47
Write-down of inventories to net realisable value MoRGFEEER SR FEE 239 1,020
Amortisation of intangible assets B B 1,958 1,687
Depreciation of right-of-use assets EREEENE 2,812 1,128
Equity-settled share option expense AR A E B AR A 2 4,044 4,040
79,357 148,496
Increase in inventories FE (34,838) (10,504)
Decrease in trade and notes receivables S E NS ES P 29,470 28,979
Decrease/(increase) in prepayments, TERFIE - EAbEUGRIE &
other receivables and other assets HibBER LD, (3n) 46,318 (61,697)
(Increase)/decrease in amounts due from FE 5 BR B 75 7R IE (38 0n), R
related parties (2,326) 6,434
Increase in restricted and time deposits BURAS KT AR 3L 0 1) (458)
Increase/(decrease) in trade payables B 5 R, (O d) 6,488 (2,504)
(Decrease)/increase in other payables E A RIA K
and accruals FEEA L), 0 (8,807) 66
Increase in government grants B8 Bh IS AN 56 14,629
Increase in amounts due to related parties JE A~ BB 7 FRIR LN 2,812 6,850
Cash generated from operations RETHEENRS 118,529 130,291
Income tax paid B ATEE (23,321) (30,773)
Net cash flows from operating activities KEFTHBEESREFE 95,208 99,518
continued)/...

20204 Bk 45 INTERIM REPORT 2020 29



INTERIM CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS
TGS RERER |

FOR THE SIX MONTHS ENDED 30 JUNE 2020

—ERERNA=TRIEANEA

FOR THE SIX MONTHS ENDED
30 JUNE
BEAA=tHILEAEA

2020 2019
—E-EF —NF
(Unaudited) (Unaudited)
(REER) (REEEZ)
(US$’000) (US$'000)
(GFE=om) (F==T)
CASH FLOWS FROM INVESTING ACTIVITIES #REFEHFEBRESRE
Interest received B UF 8 5,835 11,917
Purchases of items of property, EEME - BELFZHIER
plant and equipment (364,258) (332,012)
Purchases of items of intangible assets BEELEEIER (14,365) (1,258)
Proceeds from disposal of items of property, HEMZE - BER
plant and equipment RAEIA B TS 3R - 2
Decrease in restricted and time deposits BREE N E HTEROR 70,000 =
Purchase of financial assets at fair value BEZRATETABEN
through profit or loss SRVEE (738,163) (1,518,918)
Proceeds from disposals of financial assets HERA AT ABRR
at fair value through profit or loss SRVEEFS A 1,173,812 1,535,350
Net cash flows generated from/(used in) RETBRE(FTA)
investing activities HEREFHE 132,861 (304,919)
CASH FLOWS FROM FINANCING ACTIVITIES R&EZEfESRERE
Proceeds from issue of shares TR S RIR 3,834 1,316
Capital contribution from non-controlling interests ~ JFIERRAERS T E - 317,000
Dividends paid BEfRRE - (37,042)
Repayment of bank loans BEBITER (2,119) (2,182)
Increase in restricted and time deposits BURAS KT AR 3L 0 - (13,943)
Interest paid BERAFE (618) (190)
Principal portion of lease payments SAHERE % (2,665) (249)
Net cash flows (used in)/generated mMEEE (FTA) B
from financing activities RERETFHE (1,568) 264,710
NET INCREASE IN CASH ReRBESEEYILNFHE
AND CASH EQUIVALENTS 226,501 59,309
Cash and cash equivalents at beginning of period EifJIR & IR & & (&Y 476,286 777,000
Effect of foreign exchange rate changes, net SNEIERF L - HE (3,830) (1,631)
CASH AND CASH EQUIVALENTS AT END HAREERRASEEY
OF PERIOD 698,957 834,678
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAEINFORMATION

30 June 2020
—E-TFAA=1H

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
referred 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 2020 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 2019.

The financial information relating to the year ended 31
December 2019 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:

 H R B An

2.1

S B E RN

DNEEH

FEEBRERAG([ARF A K
R-BERE—A_+—BEEBTM
BB RAR o AR AWM ERE
AEBAPREREI2HEEZRFEITHO
2212%F °

ARABNEBEHAREZEK - R H]
A ARANFRAR (BRI AEER])
TEREFEREDNEENRES -

EERR ARANERAREERE R
Ao RlA e EARAR ([ LE
Bk EBEE (KRE)ARAR ([
BEE])  LEBNREEEEHR/N
REE ARAME ([HEKZILHEE
BEEEEHEZE8e ([BEZDEEN
BB QA -

A

HE—_ZT-_ZFNA=THIEAEAN
FHIGBRSRE MBS ERERER BE;
AR ZE AR P I R & iR 2 - R HARS
AR E S BRI TR IEF IS RE
HEMABERKFESIE - WHEHEK
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FEMFREEVERE—HEE -

PEIEBRS A MR RS EEE
—E-NEF+ZA=+—HILEFENY
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

ARG S IS E R

30 June 2020

2.1 Basis of Preparation (continued)

The Company has delivered the financial statements for the
year ended 31 December 2019 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 2019. 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.

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 2019, except for the adoption of the following
revised Hong Kong Financial Reporting Standards (“HKFRSs")
for the first time for the current period’s financial information.

Amendments to HKFRS 3 Definition of a Business

Interest Rate Benchmark
Reform

Amendments to HKFRS 9,
HKAS 39 and HKFRS 7

Amendments to HKAS 1 Definition of Material

and HKAS 8
Amendments to HKFRS 16 Covid-19-Related Rent

Concessions

(early adopted)

Several amendments apply for the first time in 2020, but do

not have an impact on the interim condensed consolidated
financial statements of the Group.
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANGIAL INFORMATION

30 June 2020
—Z-2FXA=+A

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 5 A T B R B EE

w8 S BEN

TRERRE  AEBEBE—FEEY
%ﬁ CFERERENHEEYERE
c BIEBHEEL S @Eﬁﬁﬁ’ﬁﬁﬁﬁ))&%
pﬂaﬁﬁl%ﬁ%%& IRAEE
It - WEEHDEAHT ©

AEEFEANEBEECRRE - KL
AR R T B A 2515 B
#t o

32 [ 5 G WA TS IR B P R i 8
7o RREFP ARSI D HME D F
BRARAZINWT

For the six months
ended 30 June
BZEASA=1THIEAEA

2020 2019

- o 53 —ET-NEF

(Unaudited) (Unaudited)

(REER) (REEEZ)

(US$’000) (US$'000)

(F%£5x) (F=7)

China (including Hong Kong) HE (BIEEE) 262,093 243,904
United States of America EFERE R 59,121 83,136
Asia (excluding China and Japan) M (EsER B R AZA) 57,866 53,059
Europe B 35,298 36,706
Japan B 13,826 33,985
428,204 450,790
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
PGS M E R

4. Revenue and Other Income and Gains 4. WA - EBIRA R K E

An analysis of revenue and other income and gains is as

follows:

WA ~ A RMmAH DT

For the six months
ended 30 June
BZEASA=1THIEAEA

2020 2019
—E_EHF —ZT—NF
(Unaudited) (Unaudited)
(REBEZR) (REFEZ)
(US$’000) (US$'000)
(F=x) (F%=1)
Revenue from contracts with customers EEAHWE
Sale of goods HEEm 428,204 450,790
Other income Hilr A
Rental income WA 6,169 6,409
Interest income FEUWA 5,670 11,299
Government subsidies BT A 7,060 311
Others HA 404 288
19,303 18,307
Other gains, net Hiyl s F 58
Fair value gains on financial assets BATERT ABZER
at fair value through profit or loss SREEA T EKS 5,112 13,500
Exchange gains, net HNE I FRR 991 =
6,103 13,500
25,406 31,807
Type of goods or service ERBRBEHNSE
Sales of semiconductor products HEFERBEMR
and total revenue from contracts EEEHW =R
with customers 428,204 450,790
Timing of revenue recognition Wy z5 TR RE IR
Goods transferred at a point in time and RIETE R A% E M
total revenue from contracts with customer BEPEAHWmERE 428,204 450,790

The disaggregation of the Group’s revenue based on the
geographical region for the six months ended 30 June 2020 is

included in note 3.
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
—ewrinorr PHAGBAAR S IIIE E R MR

5. (Loss)/Profit before Tax

The Group’s (loss)/profit before tax is arrived at after charging/
(crediting):

5. BiAT (&E]), R

AEEHTAT (E1R), S5 M TRk,
(FTA) I B IRIEEE

For the six months ended

30 June
HZXA=1THIAEA
2020 2019
== A

(Unaudited) (Unaudited)
(RRER) (RgeEZ)

(US$’000) (US$000)

(F=r) (F=7T)

Cost of inventories sold BEFERAR 326,972 308,370
Write-down of inventories FEMRZE AT EIRFE

to net realisable value 239 1,020

Impairment of trade receivables B 5B E - a7

Exchange differences, net HNE Z BRI F R (991) 2,102

Income Tax

Hong Kong profits were subject to profits tax at the rate of
16.5% during the period (six months ended 30 June 2019:
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 2019: 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 it

REBNB BB R FEIE16.5%(HEZT
—NWERA=1THIEAREAR :16.5%)K
REHWFEH - AREARF R —KRE
BT F A B R BN S
FERERLURA - R B s BB RS B fE D
BEEEZE-—NFNA=Z+THLAME
B &)

AR ARBERSESEMKIZIHNTA
AEFSHS EEA S X0 E (M
ERRIN LB EAE - BERTL
BRI BRMERER -

EAEEETEEMAETEALE
BT AR BRRERIEAETBRAE
BOE BB R BEDEE MK B T2 RERD
WAIZ25% BRFE B R BN B X P
BH -

BEFPEAEEEREREREEE
AR E - AEB—KRTFRAR LEET
RAFXEEBEER AR ([ELOEAN])
FEERKASTEMEE  HEER
—E - N\FE_ZT_TFHEIKRI5%HN
EET R -
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NOTES TO THE INTERIM CONDENSED

CONSOLIDATED FINANCIAL INFORMATION

hHARS AR S IS BRI RE Lt
6. 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 major components of income tax credit/(expense) of the
Group are as follows:

Frig®i ()

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

AREAHEBIER, (XM EBER
WM :

For the six months ended

30 June
BEAA=THIAEAR
2020 2019
—E-EF —E-NEF
(Unaudited) (Unaudited)
(REER) (REEEZ)
(US$’000) (US$'000)
(F%£5x) (F=7T)
Current income tax expense - PRC & HFT5HH S — & (9,841) (14,936)
Current income tax expense EHMERASZ - Efui@E
— elsewhere 17) (18)
Withholding tax expense on EIRRETENRAL
dividend declared - (4,656)
Deferred tax credit BIETRIRE 14,563 10,731
Total income tax credit/(expense) Frisfise, (X)) 2% 4,705 (8,879)

During the period, the directors of a subsidiary established in
Mainland China approved that any undistributed profits of the
subsidiary generated in 2019 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$15,832,000 (six months ended 30
June 2019: US$12,443,000).
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANGIAL INFORMATION

30 June 2020
—E-ZFXA=1H

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 1,291,026,256 in issue during the period (six
months ended 30 June 2019: 1,284,846,838).

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 5 A T B R B EE

BRAEBEREFEARLE
RE R

EREABFTERT A AL EKE
BHABGBHREHNERRPRE BT
1,291,026,256 K (L2 =ZF—NF /<A
=+HIENER :1,284,846,838/% ) &
AR IEESEETE -

BRECEERNSRVREE QR ER
BRERA ANREHNENGE - 5B R
KAz BB INEF OB R EERE
ABRNERAZHAD BTEBREE
N ERERFTA B EEEE BRRR BTT
EHA BB ERRHEATRERTZE
SBAINAE IR -

BREAMEBRNOAETLER

For the six months ended

30 June
BEAA=1+THLAEA
2020 2019
—g-%5 -TNF
(Unaudited) (Unaudited)
(REBEXR) (REEEZ)
(US$°000) (US$'000)
(F%Ex) (F=7T)
Earnings ZF
Profit attributable to ordinary equity ~ R ESRERZFH
holders of the parent, R RIS RRERE ARERT
used in the basic earnings
per share calculation 38,140 90,826
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

RS B AR S B A B R B R

30 June 2020
—T-TFRA=1+H

7. Earnings Per Share Attributable to Ordinary 7.

Equity Holders of the Parent (continued)

BRARAEBEREFEARLGE
REF (%)

Number of shares

R4 EE
For the six months ended
30 June
BZXA=THLXEA
2020 2019
=F-%F —T-NEF
(’000) ('000)
(&) (FA&)
Shares [i&viy
Weighted average number of ARGESRERZETH
ordinary shares in issue during the BN E BT AR I 5
period used in the basic earnings
per share calculation 1,291,026 1,284,847
Effect of dilution-weighted average TRREE NN E
number of ordinary shares:
Share options SRR 10,425 14,014
1,301,451 1,298,861
8. Dividends 8. BE
For the six months ended
30 June
BZEXRA=tTHLXEA
2020 2019
—F-%HF —TNF
(Unaudited) (Unaudited)
(REER) (REEEZ)
(US$’000) (US$'000)
(F%Ex) (F=%=m)
Final declared — Nil (2019: HK$31 BEEIR— EREERZE
cents) per ordinary share ZZ—E 318D - 50,772

The directors did not declare any final dividend for the six
months ended 30 June 2020 (six months ended 30 June 2019:
US$50,772,000).
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
st FHARRAR S RIS & R MR

9. Property, Plant and Equipment

During the six months ended on 30 June 2020, the Group
acquired items of property, plant and equipment with a
cost of US$351,371,000 (six months ended 30 June 2019:
US$332,213,000). Depreciation for items of property, plant and
equipment was US$88,425,000 during the period (six months
ended 30 June 2019: US$60,328,000).

No significant property, plant and equipment were disposed
by the Group during the six months ended 30 June 2020 and
2019, respectively.

10. Trade and Notes Receivables

RBE-_Z-_ZFA=1+HIEAE
B AEBEEVE  BEIKHEEE
MK AN&351,371,000Fk T (B2 T —
NERA=F+HIE/MEA 332,213,000
E) o HAVE  BEEKRHBEE D
Y& 588,425,000k L (B2 —ZF— N
FRXA=+HIE/NEA 60,328,000
JT) °

REBE_ZT_TFR_FT-AFRA=
THRIERER AEEHEYE - BFE
RENERHE -

10. EZ BUCRIER EREE

30 June 31 December

2020 2019

e —T-NEF

~NA=+H +=-—A=+—H

(Unaudited) (Audited)

(REEEZR) (FeEH%)

(US$000) (US$'000)

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

Trade receivables B 5 EINGIA 112,953 121,884
Notes receivable JrE W ZE 24,074 44,613
137,027 166,497
Impairment of trade receivables Z 5 R FIERAE (1,509) (1,529)
135,518 164,968
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

PEA GRS M ERME

10. Trade and Notes Receivables (Continued) 10. EZ EWFIE R B 1R (&)
An ageing analysis of the trade receivables, based on the REZHH - B 5 RUGRIE (MR E
invoice date and net of provisions, is as follows: H BRI T ¢

30 June 31 December

2020 2019
—ECEF —E-hEF
ANE=+H +=ZA=+—H
(Unaudited) (Audited)
(REER) (feE=%)
(US$’000) (US$'000)
(F%w) (FZ=T)
Within 3 months ={EALA 100,348 120,355
Over 3 and within 6 months =B ERNEAUA 8,698 =
Over 6 months NEA M E 2,398 =
111,444 120,355
11. Trade Payables 1. EZBNRIE
An ageing analysis of the trade payables of the Group as at RBEBRIZEZAM - AEBES
the end of the reporting period, based on the invoice date, is R RIERRRITAOT
as follows:
30 June 31 December
2020 2019
—F-%F —TNF
NA=tH +=—A=+—H
(Unaudited) (Audited)
(REEZR) (=)
(US$’000) (US$'000)
(F%r) (F=T)
Within 1 month —EARA 59,249 54,737
Over 1 and within 3 months —EAA ER=FEAAA 17,710 18,276
Over 3 and within 6 months =AM ERAEAAA 4,063 2,901
Over 6 and within 12 months ANEAMKER A =@ A A 2,428 1,402
Over 12 months TZEAMAE 9,157 8,803
92,607 86,119
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANGIAL INFORMATION
AR B AR 5 A T B R B EE

30 June 2020
—T-TFRA=TH

12. Share Capital 12. lR7A<
Number of
shares Amount
58 B KX
(°000) (US$’000)
(F8&) (F%x)
1 January 2020 —E-FF—HF—H 1,288,820 1,966,095
Issue of shares with exercise BATRAIA TR BB ARV AR (0 (Bt 5E(a))
of share options (note (a)) 4,415 5,653
30 June 2020 (unaudited) —EB-FEXA=TH (KREER) 1,293,235 1,971,748
1 January 2019 —E-NF—A—H 1,283,952 1,960,159
Issue of shares with exercise BATRIATE B AR AR (D (Bt (a))
of share options (note (a)) 1,447 1,583
30 June 2019 (unaudited) —E—RENA=ZTH GREER) 1,285,399 1,961,742
Notes: Kiet -
(a) During the period, the subscription rights attached to 4,415,000 (@) FHEIA - 4,415000(3 (BE=F— N

FRA=Z+THIEAMEA :1,447,00017)
BRENEZRABECRRBEESR
6912 T (BE—T—NFA=1H
IENEA - Fi%6.91287T)1T1F » 312K
174,415,000 (BEZ=F—NF~A
=+BI1ENEA :1,447,0008% )RS -
A& E/53,932,000%T (BE-=
—NFESRNA=+HIEAER 1,275,000
ZE0T) o BRI - 1,721,000
T(EBEZE—NFENAZTHILAE
A :308,000% 7T ) RIA L RS ARIE R
BRI o

13. &iE
AREERIRE RGBT EARE

(six months ended 30 June 2019: 1,447,000) share options were
exercised at the subscription price of HK$6.912 per share (six
months ended 30 June 2019: HK$6.912 per share), resulting
in the issue of 4,415,000 (six months ended 30 June 2019:
1,447,000) shares for a total cash consideration of US$3,932,000
(six months ended 30 June 2019: US$1,275,000). An amount of
US$1,721,000 (six months ended 30 June 2019: US$308,000)
was transferred from the share option reserve to share capital
upon exercise of the share options.

13. Commitments

The Group had the following capital commitments at the end
of the reporting period:

30 June 31 December
2020 2019
—E-ZF —ET-NF
~A=tH +=-A=+—H
(Unaudited) (Audited)
(REER) (F&FEZ)
(US$’000) (US$'000)
(F5x) (F=7T)
Contracted, but not provided for: BEETA) - [BREME -
Property, plant and equipment Y% - W NEEAE 661,824 383,653
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NOTES TO THE INTERIM CONDENSED

CONSOLIDATED FINANCIAL INFORMATION
PGS M E R

14. Related Party Transactions

42

30 June 2020

(a) Name and relationship

14. B AR5
(a) BEREE

Name of related party

Relationship with the Group

BT B8 BEAKENEER
Huahong Group and its subsidiaries
EUEERAE AT

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

— bEEI (KE)ARQR ([FIERE )

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

— W ER AR AR ([ ])

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

— PEEMBERRARAR ([FIEK])

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

— B BRBEREFERAR (T4 A ])

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

— PEEXREEAET O ([EKEREME])

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

— DBEMREEEGRMARAE ([FH:8])

NEC Corporation (“NEC”)
NEC Corporation([NEC /)
— NEC Management Partner, Ltd. (“NEC Management”)
— NEC Management Partner, Ltd.([NEC Management )

HUA HONG SEMICONDUCTOR LIMITED Z=4T 4 & 885 R N 7]

Holding company of Hua Hong
International Inc.,

EITFIR B R A FIAER A A

Shareholder of the Company

PAN/NET &S

Subsidiary of Huahong Group

EIEETF AR
Subsidiary of Huahong Group

EIEETF AR
Subsidiary of Huahong Group

EIEETF AR
Subsidiary of Huahong Group

I EEFRF]

Shareholder of the Company
RARIRRE

Subsidiary of NEC
NECF2 7]



NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANGIAL INFORMATION

30 June 2020
—Z-2FXA=+A

14. Related Party Transactions (continued)

(a) Name and relationship (continued)

AR B AR 5 A T B R B EE
14. BB AR5 ()

(a) BBREE ()

Name of related party

Relationship with the Group

BT 218 BEAREE R BIR
SAIL and its subsidiaries
EEBAREFAT

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

— Sino-Alliance International Ltd. ([ SAIL International ])

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

— bBENMEFAERAR ([ EEN])

— QST Corporation (“QST")

— DEWEREARAR ([WERHE])

INESA and its subsidiaries

BREKBRHEFAT

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

— PBEEEREFARAR([ LEEE])

— Shanghai Nanyang Software System
Integration Co., Ltd. (“Nanyang Software”)
— bEmFRURaEXRAERAE ([EFEHE])

— Shanghai Nanyang Wanbang Software
Technology Co., Ltd. (“Wanbang”)
— bEmFrERRERMARAR ([EF])

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

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

—PEENERARAR((FELER])

— Shanghai Huajin Property
Management Co., Ltd. (“Huajin”)

— bEERYEERAR AR ([#iE])

Shareholder of the Company
RARIRRE
Subsidiary of SAIL

EEBRF AR
Subsidiary of SAIL
LSBT AR

Subsidiary of INESA

BEEEFAA
Subsidiary of INESA

BEEEFRA
Subsidiary of INESA

BEEEET QA

Associate of the Group

REEHEE AT

Subsidiary of Huahong Technology
Development

ERRERT LA

Subsidiary of Huahong Technology
Development

EMMRERT AR

20204 Bk 45 INTERIM REPORT 2020 43



NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
RS B AR S B A B R B R

14. Related Party Transactions (continued)

30 June 2020
—T-TFRA=1+H

14. BB LR 5 (&)

(b)

44

In addition to the transactions disclosed elsewhere in
this financial information, the Group had the following
transactions with related parties during the period:

(b) HREMBEEMEMIDARERS
Sh - REBREIAT SRR 5T
AR5 :

For the six months
ended 30 June
BZEASA=1THIEAEA

2020 2019
—E-EF —E-NEF
(Unaudited) (Unaudited)
(REER) (RE&EZ)
(US$’000) (US$'000)
(F%£5x) (F=T)
Sales of goods to related parties (note (i)  [AIEFHE T HE & & (FIFE())
ICRD SR B 5,219 1,572
QsT BERHX 2,141 747
Huahong Zealcore B 1,486 1,750
Purchases of goods from related BB BB E T (FEEG))
parties (note (ii))
Hongri 4T H 5,443 2482
Shanghai Huali HEER 1,442 1
NEC Management NEC Management 396 442
Huahong Zealcore By i 244 275
Jitong 58 181 5
ICRD SR EBIEIE - 268
Purchases of intangible assets from Bl EERTAE
related parties (note (ii)) (B &E(ii))
Shanghai Huali EgER 17,100 =
ICRD EXEBIEIE - 3,150
Rental income from a related party 2R B B 7 R E S U
(note (iii)) (B =E()
Shanghai Huali EgER 6,368 6,697
Service fee charged by related parties R Bk 77 R B IR 7S &
(note (iv)) (FF=EGIv))
Shanghai INESA EEES 1,702 744
Huajin B 107 111
Huahong Real Estate HEIEZ 50 48
Nanyang Software F B 19 21
Wanbang =i 1 -
Interest expense charged by a related BaE T (TEREMEA)
party under lease arrangement IR AR & 2 HE R &Y
as a lessee (note (iii)) FLE R (B aE(ii)
Huahong Real Estate EEX 387 416
Expense paid on behalf of a related RS RS
party (note (v)) (FHEE(v))
Shanghai Huali LBES 12,578 14,697
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANGIAL INFORMATION

30 June 2020
—Z-2FXA=+A

14. Related Party Transactions (continued)

(b)

()

(continued)

Notes:

()

(i)

(ifi)

(iv)

(v)

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

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

The rental income received from a related party was based
on the prices and terms agreed between the related
parties.

The service fees and interest expense charged by related
parties were based on the prices and terms agreed
between the related parties.

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

Compensation of key management personnel of the
Group

AR B AR 5 A T B R B EE

14. BB LR 5 (&)

(b) (#&)

(c)

e -

() MRS HENERTIRIEHEE
B8 77 190 5E RO B AR L AGRSRIEH

(iy BEEIBENERRETEE
TR Yz B 77 4R (A0 B A% T 6K
it

(i) SR E BT A 2 U A Th R 15 £l
BARSE 77 175 S FO (B AR R R -

(iv) R T W ER A0 AR 7S B e Al B R X2
Ty AR 15 B BA B U5 175 5 RO (B A8 B A
AT e

) REIE I AOBEE AT A
BIEHRESIEE -

FEMEREBASHME

For the six months
ended 30 June
BZEASA=1THIEAREA

2020 2019

—E-EF —T—hE

(Unaudited) (Unaudited)

(REERZ) (REEEZ)

(US$°000) (US$'000)

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

Short term employee benefits REEB R 1,023 1,234

Pension scheme contributions RIKEET SR 26 39

Equity-settled share option expense AR AL S BRI AERT 539 557
Total compensation paid to key SHTFEEEEAEBNING AT

management personnel 1,588 1,830
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15. Fair Value and Fair Value Hierarchy of 15.

46

Financial Instruments

30 June 2020
—F-FFAA=TA

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

EMTENAFHERQFERE
AR
AEESHT A (TREREERATE

ABRENSRT E)NERAENEAFE
By

Carrying amounts Fair values
BREE AFE
30 June 31 December 30 June 31 December
2020 2019 2020 2019
—BCEF —ZE-NEF —E-EF —ZE-NEF
AA=+HA +ZA=+—H AA=+HA +ZA=+—H
(US$°000) (US$'000) (US$°000) (US$'000)
(F%x) (F=%=m1) (F%7x) (F=%=x)
(Unaudited) (Audited) (Unaudited) (Audited)
(REEFX) (fR&EZ) (RRER) (&%)
Financial assets SEEE
Equity investments 18T B A TEETA
designated at fair v 2EER
value through other (&N g2
comprehensive
income 204,658 207,689 204,658 207,689
Financial assets at AT ERT ABZER
fair value through TREE
profit or loss 84,759 519,779 84,759 519,779
289,417 727,468 289,417 727,468
Financial liability TRaRE
Interest-bearing bank  5FERITHEK
borrowings 23,307 25,802 20,662 23,079
Lease liabilities HEaE 20,646 18,616 20,646 18,616
43,953 44,418 41,308 41,695

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.

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:
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
—ewrinorr PHAGBAAR S IIIE E R MR

15. Fair Value and Fair Value Hierarchy of

Financial Instruments (continued)

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 of 30 June 2020 and 31 December 2019 was
assessed to be insignificant.

15. SR TENAFERAFRESE

& (%)

EE BB AFEF AR 2 E KSR
AREZ R HERAMEAGE - &
MRRRZAEBALTIRE - RFETS
ERRZEMEE - MEEZFR S A
2 BRHREBTE RE FEND
EERBEEA LR EMAT (A7) A
HRERENZABELRARFEEEN
EREE - WmRXR ([HERE])ER -
ZEBIMZAI B LR AR 2 R EEER
WEEEMRS - XPBBHEERRIEAR
RERRMIRABIERBEFRET U
BhIR - B BBUE AR IF L AR E
MERFEENGEQATE EFR
5 A AR A M BAOR R B ERMPT
EENEF R FEARGAEMEEK
SNATFEREESBSE - MAHRS
HIRNEERA/RE -

BAFEFARENEREERATE
AIIRTTHITHEM EmR - ARERE
BBRUFHERARNTANTSHMNE -
RERRASREMERUGEERF
=

AERITEREAEAENAFENE
BEREFEUGS EERREE S
ZIHARS M T EZ B AE A 2 th R BEIR
TEHARRE S RETE - AEBAFR
—EEFEARAZTERZE—NEFT
CAZT BN RRITERNTEY
EBIELE BT TEKX °
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
RS B AR S B A B R B R

15. Fair Value and Fair Value Hierarchy of 15. SR TANAFERAFERE

30 June 2020
—T-TFRA=1+H

Financial Instruments (continued) & (&)

Fair value hierarchy ATEER

The following tables illustrate the fair value measurement TRETASESHITANATEGTE
hierarchy of the Group's financial instruments: B4

Financial assets measured at fair value BN FEGENEHEE
30 June 2020 —E-EFXA=TH

Fair value measurement categorised into

DEBUTER A VEE

Level 1 Level 2 Level 3 Total
1R E28 E3R At
US$’000 US$’000 US$’000 US$’000
e SFEdw SEEZoT FExT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEFEZR) (REER) (RBE®) (REEEX)
Equity investments BT AR AT ERTA
designated at fair Efth 2 EWERHY
value through other IR &
comprehensive
income - - 204,658 204,658
Financial assets at BAFEF ABRN
fair value through TRIEE
profit or loss - - 84,759 84,759
- - 289,417 289,417
31 December 2019 —E-AF+=A=+—H
Fair value measurement categorised into
PER/RATER 2 AV EE
Level 1 Level 2 Level 3 Total
F1R FoM F3R #Et
(US$'000) (US$'000) (US$'000) (US$'000)
(F%7T) (F%7) (F=%7) (F=%x)
Equity investments EEREATERA
designated at fair Efth 2 AW ERRY
value through other AR &
comprehensive
income - - 207,689 207,689
Financial assets at BATERT AEZEH
fair value through TREE
profit or loss - - 519,779 519,779
- - 727,468 727,468
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANGIAL INFORMATION

30 June 2020
—E-ZFXA=1H

15. Fair Value and Fair Value Hierarchy of
Financial Instruments (continued)

Fair value hierarchy (continued)

Financial assets measured at fair value (continued)

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 2019: nil).

The recurring fair value measurement for the Group’s
equity investments designated at fair value through other
comprehensive income and financial assets at fair value
through profit or loss, was made using significant unobservable
inputs (Level 3) as at 30 June 2020. Below is a summary of the

AR B AR 5 A T B R B EE

15. SR TENAFERAFRESE

& (%)

DR EER(E)

B FEFENTHEE (&)

REA - A EEREENFE 1 REFE 2R
R BN FEFEEE - BEIRLEE
ASBHBE_T-NFAA=THL
NMEA ;) -

AEBEERERFEF AR BEZEE
BRRARE M A FEFABENE
BEENBRAFEFENEA T
ZERNA=ZTHNERTABEH AR
B (E3REL - TRRM[BEMAMKE

valuation techniques used and the key inputs to the valuation: Rk EZH ABIEHE :
Significant
Valuation unobservable Sensitivity of fair value
technique input Range to the input
ERFAHE DN EHBAREZ
fh{E i LD 6 HE HRE
Equity investments Valuation Average P/B 2020: 5% (2019: 5%) increase/
designated at fair multiples multiple of peers 0.9x-5.0x decrease would result in
value through other 2019: increase/decrease in fair
comprehensive income 0.2x-5.5x value by 5% (2019: 5%)
EERRATHE AR M EHERER [ FHmEREX ZETF . 5% (ZTE—NF 5% 8
2 HBRNRALE 0.9x-5.0x m A EERATE
—TNF 0, WM 5%(ZE—H
0.2x-5.5x F :5%)
Discount for 2020: 5% (2019: 5%) increase/
illiquidity 20%-30% decrease would result in
2019: decrease/increase in fair
20%-30% value by 5% (2019: 5%)
TRZ IRy TECTE . 5%(-T—H4F 5% K
WriEE 20%-30% m/ WO EH A FE
—TNF WL, HINE%(ZE—Hh
20%-30% F :5%)
Financial assets at Discounted Discount rate per 2020: 5% (2019: 5%) increase/
fair value through cash flow annum 3.00% decrease would result in
profit or loss method 2019: decrease/increase in fair

BAHEF ARBZED

MIRBEESREER FREX

3.55%-3.80%

value by 0.01% (2019:
0.02%)

TTECTE . 5%(ZT—NF 5% R
3.00% /R i E BN TER
—E-hE: b/ HEM0.01%(ZF—R

3.55%-3.80%

F 1 0.02%)
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30 June 2020
—T-TFRA=1+H

15. Fair Value and Fair Value Hierarchy of 15.

Financial Instruments (continued)

Fair value hierarchy (continued)

The movements in financial assets categorised into Level 3

during the period are as follows:

ERTENAFERAFEE

A& (|)
AFEBER (R

HIADBREIRNSREEZSHNT

Equity
investments
designated at Financial
fair value assets at
through other fair value
comprehensive through
income profit or loss
EEREAVE RAFE
SFAEMEE S FFABEN
R E SREE
(US$°000) (US$°000)
(F%x) (F%7x)
1 January 2020 —E-FF—H—H 207,689 519,779
Purchases BE - 738,163
Disposals BE - (1,173,812)
Total gains recognised in the RERRERT A MU A K
statement of profit or loss I as BN 25 4B 2R
included in other income
and gains - 5,112
Exchange realignment & H % (3,031) (4,483)
As at 30 June 2020 (unaudited) HRZE_ZFNA=1+H
(REEEZ) 204,658 84,759
At 1 January 2019 RZE—NF—HA—H 205,973 667,033
Purchases fBE - 1,518,918
Disposals BE - (1,535,350)
Total gains recognised in the RIBE KRR AL MU A K
statement of profit or loss I as RN 25 42 58
included in other income
and gains - 13,500
Exchange realignment & H T (345) (5,795)
As at 30 June 2019 (unaudited) R ZZ—AFA=1H
(REEEZ) 205,628 658,306
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANGIAL INFORMATION
—-senn PHIBAGR S 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 two batches, which were effective on 4
September 2015 (the “2015 Options”) and on 24 December
2018 (the “2018 Options”), respectively.

On 29 March 2019, 500,000 options were granted to the Chief
Executive (“2018 Tranche A”). On 23 December 2019, 300,000
options were granted to Directors and key management
personnel (2018 Tranche B”) and 2,182,000 options were
granted to other employees (“2018 Tranche C").

2015 Options
The following share options were outstanding under the 2015
Options during the period:

16. iB A2 &

ARARE - BBEREE ([&Z
2l aﬁﬁiﬁ$‘il¥ﬂ%ﬁiﬂﬂ’ﬁﬂjﬁ
B A B2 EERUNE M 2R -

ZEt Bl Rmit - RN —E—HFN
AmA(T=F— ﬂfﬁﬁﬁﬂxﬁ%ﬂ&_g—
NF+ZAZ+TOR ([ZZ-N\FER
LR -

RZZE—hF=A=+7.H8 500,000
NEBREERE FTRETERAER ([ ZE—
NEFEAZA]) - RZE—NF+=—A=
+=H ' 300,000 EREE K TES
FEEEBAB([ZZE—N\FEBHH 1)
§2,182,000 EREE X T HMIES
([ZZ—NEFECHD D -

—E-hEFEBERE
ATERERERERBEE-_S—AF
AT TIE -

Number of
options
’000
BRESE
T4
At 1 January 2020 RZZE=TF—H—H 13,947
Exercised during the period HNTTE (4,415)
At 30 June 2020 RZZ_ZFA=1H 9,532
2018 Options —E-)\FERE
The following share options were outstanding under the 2018 INTERERBAMARBRE =S —/\F
Options during the period: RENRRETTIE -
Number of
options
’000
BREHE
T4
At 1 January 2020 RZZE=TF—H—H 35,811
Forfeited during the period HRA R U (320)
At 30 June 2020 RZT_ZFA=+H 35,491
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

PEA GRS M ERME

17. Event after the Reporting Period 17. REHREBE
There is no material subsequent event undertaken by the AEBR - -_FTFA=+HEHE
Group after 30 June 2020. BAEFMEAIEEIE -

18. Approval of the Interim Condensed 18. it/ EPHIR AR S I E R
Consolidated Financial Information
The interim condensed consolidated financial information was qﬂﬁﬂ%ﬁﬂﬁé\aﬁ%ﬁﬂa%f?:gg
approved and authorised for issue by the Board of Directors NA+— BEEREHUE RARRETIR -

on 11 August 2020.
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SHARE OPTION SCHEME

The Company adopted a share option scheme which
became effective on 4 September 2015 and, unless
cancelled or otherwise amended, will remain in
force for 7 years from that date. As of 30 June 2020,
the Company had options for 45,022,996 shares
outstanding under the share option scheme, which
represented approximately 3.48% of the Company’s
issued shares as of that date. The table below sets out
details of outstanding options granted to Directors and
other grantees under the share option scheme and
transactions during the 6 months ended 30 June 2020:

OTHER DISCLOSURES

30 June 2020

L HA R R E R

-

BRETE

NARERMN—IEEREASS AT —AFALANBERE
B BRIEMEESH B RT - BERIBBAAERT B Rz H iRt
ERNAR - RZZE-ZTFNA=1H KRB ERRES
BT H£E45,022,99615 K1 TEEERRE - HAERZBHA
NAB BTN #3.48% « TRFINHZE T _FTF <A
=+ HIENE A BERIRERETEIR T ESE REMAR
AHERITENBERENFERESER
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OTHER DISCLOSURES

Hfik ZE#

30 June 2020
—EoEF R A=+H

Number of share options
ERREA
Weighted
average
closing
price of the
options
immediately
before the
dates on
Cancelled Cancelled Cancelled Cancelled Cancelled Vesting Exercise  which the
Name or during ~ duing  duing  duing  during Exercised Cancelled  Lapsed Ouistanding Ouistanding period priceof  options
categoryof  Grantedon Grantedon Granfedon Grantedon  theyear theyear theyear theyear theyear  during  during  during on on ofshare  Exercise period share were
participants 04092015 24122018 29.03.2019 23.12.2019 015 016 2017 2018 2019 theperiod theperiod the period 01.01.2020 3002020 options of share options options  exercised
R R R 2EdE
R ZB-NE Z3-0F ZR-E R R fikng
S8R t2f 2R toh R R R i R i il
3887 REBR ZtBA ZthR  StER S%-BF S3-AF C3-tfF 305 3-8 -B-B AB=TH BRE2 BhE.  METY
HEAEH RY R R R HE 0 OHE  ## 0 2F  @# AROR MMEE BARR HAGE EAGR BEER BRE:EM  GRE YeER
Directors
]
Mr. Takayuki 119000 - - - - - - - - - - - 119,000 119000 (1) (409.2017- HK$6.912 -
Morta 03092022
gL Bt 6912 -
NAMAZ A
S
1AZR
- 80000 - - - - - - - - - - 80000 8000 2,12.2020- HK§15.056 -
81220
5% 1096 =
g oy R 7
i3
+ZA=t=AR
Mr. Junjun - - 500000 - - - - - - - - - 500000 500000 (3) 2032021 HK§18.400 -
Tang 28032026
i 5k 18400 -
SRzthRE A
=55
=AzthA
Other 30,131,000 - - - (130000) (1458,000) (1,358,399) (7545%)  (68,000) 4415031 - - 13628027 94129% (4) (409.2017- HK$6.912  HKS21.356
employees 03092022
Efrfe 5-tf 6912 21.3%6ET
NARRZ A
2k
AA=A
- 34420000 - - - - - - (1635,000) - - (305,000) 32,785,000 32480000 (5) 212200- HK$15.056 -
281220
“BE 15,06 -
tZAZtERE A
“IoRE
+-Azt=h
- - - 2482000 - - - - (36,000) - - (15000) 2446000 2431000 (6) 28.12.2021- HK§17.952 -
21220
25— 17962 -
tZAt=RZ  #n
IpE
|
Inaggregate ~ 30260,000 34500000 500000 2482000 (130,000) (1458,000) (1,33,399) (754.%) (1,729,000) 4415031 - (320000) 49,756,027 45,022,996
i
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* Vesting period of share options

(1) One third of the options shall vest on each of 4
September 2017, 4 September 2018 and 4 September
2019

(2) One fourth of the options shall vest on each of 24
December 2020, 24 December 2021, 24 December 2022
and 24 December 2023

(3) One fourth of the options shall vest on each of 29 March
2021, 29 March 2022, 29 March 2023 and 29 March
2024

(4) One third of the options shall vest on each of 4
September 2017, 4 September 2018 and 4 September
2019

(5) For employees at or above the level of the vice president,
one fourth of the options shall vest on each of 24
December 2020, 24 December 2021, 24 December 2022
and 24 December 2023; for the other employees, one
third of the options shall vest on each of 24 December
2020, 24 December 2021 and 24 December 2022

(6) For employees at or above the level of the vice president,
one fourth of the options shall vest on each of 23
December 2021, 23 December 2022, 23 December 2023
and 23 December 2024; for the other employees, one
third of the options shall vest on each of 23 December
2021, 23 December 2022 and 23 December 2023

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

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

Cancelled during the year 2019: Including Cancelled and
Lapsed aduring the year 2019.

Please refer to note 16 of the Notes to the Interim
Condensed Consolidated Financial Information for
further details.

|
S
+_J

OTHER DISCLOSURES
SR AfbREEH

BREZRBHHE

HEN=52—BORR-Z—tFNAEA - Z2—-N\
FAANAR-_Z-NFNAANBERE

HENUS 2 — PR =S =_FF+-_A=+WEH -
T —F+=—A=+HH - :2::¢+fﬁf+m5&
R =F+ A+ HARE

HENNS 2 —E2R —_E-—F=A—-+hNH
—_—#=ZA=-+hB - ZE_=F=A= +na&f7f
WE=A-+IBRE

HEN=52—BORR-Z—tFNAEA - Z2—-N\
FAANAR-_Z-NFANANBERE

Bl A ERRINEEMES - BHENND 2 — B9 RN
ZEZEF+ A+ NHE R —F+ A=+
E~:T::¢+ AZt+mWBR=ZZT=_=F+=A=+

BB HiEEmE - BN =522 —#95IR2F
:%$+:H:+Ea —E-—F+-A-t+HWHHE=
T _F+-_A-1+NHEB

BRI LEZRNEEMS @ BHEAND Z—BHBIR
T+ -A-+=ZA - ZTE-_—Ft+=-A=+=
B - =F+_A-+=HR-Z-_OmF+-HA=-+
—HRBE: EfEEMmMS @ HIEN=02—#BHRR=%
Z—%+ZA=Z+=A ZFEZ=ZF+=A=+=HEk=
TZ=F+ZA=+=HK

R-B—tFidH : @R T FEAHREN -

R-Z—)\Fitl : @R T\ FEAHRKEN] -

R-B—NFHEH : BER T NFEAHRKENX -

A

E2 T RS A M ERMEE16 -
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OTHER DISCLOSURES

30 June 2020
—EoEF R A=+H

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

As of 30 June 2020, except as disclosed below, none
of the Directors nor the Chief Executive of the Company
had any ownership 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.

EERBSITRAERAR KRG REE
MR A7 AR AR

R-ZZ-_FEXA=1TH BRTIXEEEN  BEALQF]
EEZNERTHRABRARR RS AEMBEEE (EXRE
> MEERPIEXVER R - AR HEERETHES
FARBEESF MBIGRIIFEI2GATHFENELMAN
EfgERRR - IR EMRAME LHETAESE
TREFRZHFEST A ([FRETA ) BME AR B KB
FrEOE AT FOR A ©

Number of
underlying shares Approximate
held in percentage of
Name of Director Capacity long position M ownership
UHREHEN
EEpE 14 HERGHEO BRERBE DL
Mr. Junjun Tang Beneficial owner
EHEELE BERBEBA 500,000 0.04%
Mr. Takayuki Morita Beneficial owner
RHERZKE EmEAA 199,000 0.02%
Note: Bt -

(1) Long position in the underlying shares of the Company
under share options granted pursuant to the Share
Option Scheme. Please refer to page 53 for particulars
of outstanding options as of 1 January 2020 and 30 June
2020 respectively.
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SUBSTANTIAL SHAREHOLDERS’
AND OTHER PERSONS’ OWNERSHIP
IN THE SHARES AND UNDERLYING
SHARES OF THE COMPANY

As of 30 June 2020, persons other than a Director or
Chief Executive of the Company, having ownership
of 5% or more or short positions in the shares and

OTHER DISCLOSURES
30June 2020 m*& ﬁ*}l'

—ETE S

FERRREMALTRE DT RGMIBEE
MR AT B AR

$7l\ E’\$’§lﬁ%}&ﬁ%ﬁﬁ%}qﬂ%&*ﬁ‘5%szM:$2§‘ ok
BERALTAHT :

underlying shares of the Group, were as follows:

Approximate
percentage of

aggregate
ownership
Capacity and Number of in issued share
Substantial shareholders nature of ownership shares held capital*
HEBITRA
BN
FERR SO RERMEE FERGEE MAE D
Shanghai Hua Hong International, Inc. Legal and Beneficial owner 350,401,100M 27.09%
(Hua Hong International) @
EBETER AR A (EA B )@ FEERERERA
Shanghai Huahong (Group) Co., Ltd. Interest in a controlled corporation 350,401,100M 27.09%
(Huahong Group) @
PR (RE)ARQR (FIEE)? Ry EEER
INESA (Group) Co., Ltd. (INESA) @ Interest in a controlled corporation 350,401,100 27.09%
PEES(RE)ERAR (EEEE)@ RE L EE R
Sino-Alliance International, Ltd. Legal and Beneficial owner 160,545,541 12.41%
(Sino-Alliance International)
EERBEHERA
Sino-Alliance International, Ltd. Interest in a controlled corporation 34,919,354 2.70%
(Sino-Alliance International)
T EE R
Shanghai Alliance Investment Ltd. (SAIL) Interest in a controlled corporation 545,865,995 42.21%
EEEARERR AT (LgHR) XEwEEER
Xinxin (Hongkong) Capital Co., Limited Legal and beneficial owner 242,398,925 18.74%
B (BB)REERAA EENEBRERA
Xun Xin (Shanghai) Investment Co., Ltd. Iﬂterest in a controlled corporation 242,398,925 18.74%
R&(LB)REARAT R EE R
China Integrated Circuit Industry Interest in a controlled corporation 242,398,925 18.74%
Investment Fund Co., Ltd.
BHREXREREXREESROERAR  EFIEE#R
NEC Corporation Legal and beneficial owner 99,038,800 7.66%

EERBEEHEAA
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OTHER DISCLOSURES
Hin iR BEER

30 June 2020
— T NA=1H

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

Notes:
(1) Long positions in the shares of the Company.

(2) Hua Hong International is a wholly-owned subsidiary
of Huahong Group. As of 30 June 2020, Huahong
Group was 81.34% owned by SAIL. Therefore SAIL was
deemed to be the beneficial owner of all the Shares in
which Huahong Group is the beneficial owner by virtue of
Part XV of the SFO.

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

(4) In addition to the 350,401,100 Shares (27.09%) it
indirectly held through Hua Hong International, SAIL
indirectly held beneficial ownership in the Company
through four wholly-owned subsidiaries, including
Sino-Alliance International.

The percentages are calculated based on the total
number of issued shares of the Company as of 30 June
2020, i.e., 1,293,234,591 shares.

Except as disclosed above, so far as is known to any of
the Directors and Chief Executive of the Company, as of
30 June 2020, no other person or corporation had any
beneficial ownership 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
2020.

GEARING RATIO

The Group monitors capital using a gearing ratio,
which is net debt divided by total equity plus net debt.
The Group includes, within net debt, trade payables,
other payables and accruals, interest-bearing bank
borrowings, lease liabilities and amounts due to related
parties, less cash and cash equivalents. The Group’s
gearing ratio as at 30 June 2020 was -9.92% (31
December 2019: -2.14%).
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CHARGES ON GROUP ASSETS

As at 30 June 2020, certain of Group’s property,
plant and equipment with a net carrying value of
US$22,763,000 (31 December 2019: US$25,059,000)
and right-of-use assets of US$5,261,000 (31 December
2019: US$5,445,000) were pledged to banks to secure
the Group’s banking facilities.

Pledged deposits with a carrying value of US$739,000
as at 30 June 2020 (31 December 2019: US$749,000)
were pledged to secure the issuance of letters of credit.

Other pledged deposits with a carrying value of
US$27,000 as at 30 June 2020 (31 December 2019:
US$27,000) were pledged to secure the payment of
dividends to shareholders.
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PERFORMANCE OF THE EQUITY
INVESTMENTS AND FVTPL

The table below sets out the breakdown of the
performance in respect of the Equity Investments and
FVTPL during the six-month period ended 30 June
2020.

RERERBAFEFAREZRR

TEBFIAE T —BEA A=A EABEEHR
IS MR A TE AR KRB o

Principal guaranteed
structured deposits

and wealth
Shanghai management products
Huali QST purchased from banks
BT ERRAM
EsER WERNE ABMERINEMER
(USD’000) (USD’000) (USD’000)
(%) (%) (%)
Initial investment cost 229,133 1,704 84,752
BB R A
Book value at the beginning of the period 205,344 2,345 519,779
REIY 2 BREE
Purchases = = 738,163
BE
Redemption - - (1,173,812)
f&[e
Changes in fair value - - 5112
NHEZ
Exchange realignment (2,997) (34) (4,483)
DEE 3¢, 8 28
Book value at the end of the period 202,347 2,311 84,759
REIR 7 BREE
Percentage of shares* 6.3428% 2.18% N/A
- SnN=Ras
Size compared to the total assets 5.7% 0.1% 2.4%

HEERELR AR

*

refers to the percentage of shares held by the Company
in Shanghai Huali and QST respectively

During the six-month period ended 30 June 2020, the
Group did not dispose of any shares in Shanghai Huali
or QST. Increases in the fair value of the Company’s
equity investment in Shanghai Huali and QST were Nil.

Shanghai Huali was established in 2010. As an
industry-leading IC wafer foundry company, Shanghai
Huali has advanced process technologies and offers
comprehensive solutions. It is devoted to providing
one-stop wafer foundry technical services for
process technology nodes from 65/55nm to 28/22nm
for design companies, IDM companies and other
system companies. Shanghai Huali has two 12-inch
fully-automated wafer fabs in China.
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PERFORMANCE OF THE EQUITY
INVESTMENTS AND FVTPL (continued)

During the six-month period ended 30 June 2020, the
book value of the Company’s equity investment has
decreased by US$2,997,000 due to depreciation of
the RMB. Overall, Shanghai Huali continued steady
development in 2020. Accordingly, the Board is of the
view that the performance of Shanghai Huali during the
six-month period ended 30 June 2020, has been in line
with its expectations.

QST is committed to the research and development
of high performance sensors, emerging sensors and
intelligent sensor systems for the internet-of-things, and
industrial and automobile applications. In 2018, QST
was awarded the Top 10 MEMS Enterprises of China.
Similar to the investment in Shanghai Huali, the increase
of exchange rate has caused a foreign currency
statement loss of around US$34,000. As the business of
QST is still in its early development stage, the Board is
of the view that the performance and strategic planning
of QST during the six-month period ended 30 June
2020 have been consistent with its expectations.

With respect to of the FVTPL, the Products are generally
principal-protected, short-term and low-risk investment
products offering a better interest rate than prevailing
rates. Their fair value increased by US$5,112,000
during the six-month period ended 30 June 2020. Their
performance in the period tracks the expected rate of
return as contained in the terms and conditions of these
financial products and are in line with the management
expectations.

The Company confirms that it has complied with the
accounting policy of investments and other financial
assets (policies under HKFRS 9 applicable from 1
January 2018) as contained in the interim report of the
Company for the six-month period ended 30 June 2020.

The Company expects the future prospects of the
aforementioned investments to be largely in line with
that over the past period. No significant changes in
investment strategy or source of funding are expected
for the coming year.
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EMPLOYEES AND REMUNERATION
POLICIES

As of 30 June 2020, the company had approximately
5,500 employees in the People’s Republic of China and
overseas (30 June 2019: approximately 4,700). The
Company’s remuneration policy is reviewed periodically
and determined by reference to the analysis on market
competitiveness, company performance, and individual
qualifications and performance. Staff benefits include
medical schemes, mandatory social insurance and
provident fund etc.

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 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 2020, the Company
has reviewed the written declaration from each of the
controlling shareholders mentioned above on their
compliance with their commitments 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 commitments 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.
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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 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 2020.

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
confirmation that they have complied with the required
standard as set forth in the Code throughout the six
months ended 30 June 2020.
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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 2020 and has discussed with management 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
2020 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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