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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”

“Hua Hong 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, Hua Hong Wuxi was 100% owned by
HHGrace, a wholly-owned subsidiary of the Company. Hua Hong Wuxi is currently
owned 51.0% by the Group, of which 22.2% is held directly by the Company and
28.8% is held indirectly by the Company through HHGrace. China Integrated Circuit
and Wuxi Xi Hong Lian Xin hold 29.0% and 20.0% of Hua Hong Wuxi, respectively;

the independent Non-Executive Director(s) of our Company;
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DEFINITIONS

“Listing Rules”

“Non-Executive Director(s)”

‘RMB”

“SFO”

“Shanghai Huali”

“Stock Exchange”

‘Us$”

2

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

the Non-Executive Director(s) of our Company;
Renminbi, the lawful currency of the PRC;

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as
amended or supplemented from time to time;

Shanghai Huali Microelectronics Corporation (_E/8%E 1#8E FHR2AF]), 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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CORPORATE INFORMATION
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Performance

1H 2021 1H 2020 Change

US$’000 US$'000

Unaudited Unaudited
Revenue 650,953 428,204 52.0%
Cost of sales (493,125) (326,972) 50.8%
Gross profit 157,828 101,232 55.9%
Other income and gains 21,232 25,406 (16.4)%
Selling and distribution expenses (4,608) (4,226) 9.0%
Administrative expenses (100,799) (129,748) (22.3)%
Other expenses (97) (3) 3,133.3%
Finance costs (5,054) (618) 717.8%
Share of profits of associates 2,936 7,258 (59.5)%
Profit/(loss) before tax 71,438 (699) (10,320.0)%
Income tax (expense)/credit (13,335) 4,705 (383.4)%
Profit for the period 58,103 4,006 1,350.4%

Attributable to:
Owners of the parent 77141 38,140 102.3%
Non-controlling interests (19,038) (34,134) (44.2)%
Revenue

Revenue reached a record high of US$651.0 million, an increase of 52.0% compared to 1H 2020, primarily due to
increased wafer shipments and improved average selling price.

Cost of sales
Cost of sales was US$493.1 million, an increase of 50.8% compared to 1H 2020, primarily due to increased wafer
shipments and depreciation expenses.

Gross profit
Gross profit was US$157.8 million, an increase of 55.9% compared to 1H 2020, primarily driven by improved average
selling price and capacity utilization, partially offset by increased depreciation expenses.

Other income and gains

Other income and gains were US$21.2 million, a decrease of 16.4% compared to 1H 2020, primarily due to decreased
fair value gains on financial assets at fair value through profit or loss and government subsidies, partially offset by
increased foreign exchange gain.

Selling and distribution expenses

Selling and distribution expenses were US$4.6 million, an increase of 9.0% compared to 1H 2020, primarily due to
increased labor expenses.

6 HUA HONG SEMICONDUCTOR LIMITED



MANAGEMENT DISCUSSION AND ANALYSIS

Administrative expenses
Administrative expenses were US$100.8 million, a decrease of 22.3% compared to 1H 2020, primarily due to
decreased development costs and increased government grants for research and development.

Other expenses
Other expenses were US$97,000, compared to US$3,000 in 1H 2020.

Finance costs

Finance costs were US$5.1 million compared to US$0.6 million in 1H 2020, primarily due to increased bank
borrowings.

Share of profits of associates

Share of profits of associates were US$2.9 million, a decrease of 59.5% compared to 1H 2020, due to decreased profit
realized by the associates.

Income tax (expense)/credit

Income tax expense was US$13.3 million, compared to income tax credit of US$4.7 million in 1H 2020, primarily due to
increased taxable profit.

Profit for the period

As a result of the cumulative effect of the above factors, profit for the period was US$58.1 million, an increase of
1,350.4% compared to US$4.0 million in 1H 2020. Net profit margin was 8.9%, compared to 0.9% in 1H 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Status

30 June 31 December
2021 2020 Change
US$’000 US$'000
Unaudited Audited
Non-current assets
Property, plant and equipment 2,710,002 2,510,442 7.9%
Investment property 182,287 180,476 1.0%
Right-of-use assets 76,997 79,221 (2.8)%
Investment in associates 110,699 105,218 5.2%
Equity instruments designated at fair value
through other comprehensive income 232,575 230,265 1.0%
Other non-current assets 63,732 56,706 12.4%
Total non-current assets 3,376,292 3,162,328 6.8%
Current assets
Properties under development 107,865 - 100.0%
Inventories 355,881 226,476 57.1%
Trade and notes receivables 108,358 120,952 (10.4)%
Due from related parties 6,253 4,706 32.9%
Prepayments, other receivables and other assets 61,448 130,979 (63.1)%
Restricted and time deposits 362 359 0.8%
Cash and cash equivalents 974,522 922,786 5.6%
Total current assets 1,614,689 1,406,258 14.8%
Current liabilities
Trade payables 147,074 130,980 12.3%
Due to related parties 18,723 12,647 48.0%
Other current liabilities 589,865 469,402 25.7%
Lease liabilities 2,010 4,235 (52.5)%
Interest-bearing bank borrowings 138,627 47,784 190.1%
Total current liabilities 896,299 665,048 34.8%
Net current assets 718,390 741,210 (3.1)%
Non-current liabilities
Interest-bearing bank borrowings 616,254 518,391 18.9%
Lease liabilities 16,463 17,405 (5.4)%
Deferred tax liabilities 10,391 13,621 (23.7)%
Total non-current liabilities 643,108 549,417 17.1%
Net assets 3,451,574 3,354,121 2.9%
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MANAGEMENT DISCUSSION AND ANALYSIS

Explanation of items with fluctuation over 10% from 31 December 2020 to 30 June 2021

Other non-current assets
Other non-current assets increased from US$56.7 million to US$63.7 million, primarily due to increased prepayments
for capital expenditures.

Properties under development
Properties under development mainly included the cost of a piece of land used for real estate development.

Inventories
Inventories increased from US$226.5 million to US$355.9 million, primarily due to increased demand from customers.

Trade and notes receivables
Trade and notes receivables decreased from US$121.0 million to US$108.4 million, primarily due to improved customer
credit management.

Due from related parties
Due from related parties increased from US$4.7 million to US$6.3 million, primarily due to increased receivables from
certain of our related parties.

Prepayments, other receivables and other assets
Prepayments, other receivables and other assets decreased from US$131.0 million to US$61.4 million, primarily due to
decreased prepayments, partially offset by increased VAT refund receivables.

Trade payables
Trade payables increased from US$131.0 million to US$147.1 million, primarily due to increased purchases of
materials for Hua Hong Wuxi.

Due to related parties
Due to related parties increased from US$12.6 million to US$18.7 million, primarily due to a receipt of rental
prepayment from one of our related parties.

Other current liabilities
Other current liabilities increased from US$469.4 million to US$589.9 million, primarily due to increased advances from
customers and payables for capital expenditures.

Lease liabilities
Total lease liabilities decreased from US$21.6 million to US$18.5 million, primarily due to payments of lease contracts.

Interest-bearing bank borrowings
Total interest-bearing bank borrowings increased from US$566.2 million to US$754.9 million, due to drawdowns of
bank borrowings.

Deferred tax liabilities

Deferred tax liabilities decreased from US$13.6 million to US$10.4 million, primarily due to a reversal of dividend
withholding tax accrued for 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS

Cash Flow
1H 2021 1H 2020 Change
US$’000 US$'000
Unaudited Unaudited
Net cash flows generated from
operating activities 159,958 95,208 68.0%
Net cash flows (used in)/generated from
investing activities (302,247) 132,861 (237.5)%
Net cash flows generated from/(used in)
financing activities 187,512 (1,568) (12,058.7)%
Net increase in cash and cash equivalents 45,223 226,501 (80.0)%
Cash and cash equivalents at
beginning of the period 922,786 476,286 93.7%
Effect of foreign exchange rate changes, net 6,513 (3,830) (270.1)%
Cash and cash equivalents at end of the period 974,522 698,957 39.4%

Net cash flows generated from operating activities

Net cash flows generated from operating activities increased from US$95.2 million to US$160.0 million, primarily due to
increased collection of trade receivables and receipts of government grants, partially offset by increased payments for
materials, labor expenses and decreased receipts of VAT return.

Net cash flows used in investing activities
Net cash flows used in investing activities were US$302.2 million, primarily including US$303.9 million for capital
investments and US$1.4 million for investment in an associate, partially offset by US$3.1 million of interest income.

Net cash flows generated from financing activities

Net cash flows generated from financing activities were US$187.5 million, including US$190.8 million of proceeds
from bank borrowings and US$6.6 million proceeds from share option exercise, partially offset by (i) interest payments
of US$4.3 million, (ii) principal portion of lease liabilities payments of US$3.3 million, and (iii) a repayment of bank
borrowing of US$2.3 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

In the first half of 2021, despite the Covid-19 outbreak still remains, the global economy recovered from the trough in
2020 and was on the track of continuous development. The Company performed well in the first half of the year, with a
year-on-year increase of 52% in its revenue, due to long-term demand for semiconductors, particularly rapid growth of
demand for China market, and the contribution made by the Company’s increasing production capacity to address the
global shortage in supply of semiconductors.

With accelerated recovery of the local economy, there was rapid growth in the markets for home appliances, Internet of
Things, industrial controls, and other sectors, driving continuous and rapid growth of MCU shipments by the Company.
12-inch 90nm eFlash MCUs were mass produced, while the 55nm eFlash MCU was successfully developed. Mass
production is expected by the 2" half of the year. Meanwhile, smart card ICs were gradually upgraded from the 8-inch
to the 12-inch technology platforms, which enables the Company to meet additional market demand. For standalone
memory, significant development of 12-inch technology platform NOR Flash products was achieved due to the
continuous increasing demand of TWS, mobile phone, PC, smart speaker, vehicle electronics, and other applications
and joint efforts with the Company’s customers, gradually becoming a new source of revenue growth for the Company.

Development of discrete devices remained good progress. There was a year-on-year increase of 40% in revenue for
discrete devices in the first half of the year, with the rich process types, superior technical quality assurance and the
Company'’s broader customer base. Shipment volume of IGBT increased 121% year-on-year. Super-Junction MOSFET
and SGT-MOSFET continued to grow rapidly. The continued impetus for growth comes from extremely active global
market for electric two and four wheeled vehicles, new energy, and other power conversion applications.

In the first half of 2021, the 12-inch fab in Wuxi, which was successfully put into operation in 2019, operated very well
with its capacity utilization remaining high. While ensuring the existing stable supply and continuously expanding
production capacity, we continue making improvements in service quality. In terms of products, 90nm eFlash, 90nm
BCD, 55nm CIS, DT-SJ, and IGBT were mass produced in the 12-inch production lines, thereby better meeting the
capacity needs of customers. The Company is the first Pure Play Foundry in the world to mass produce advanced
FS-Trench IGBT on both 8-inch and 12-inch production lines at the same time.

Looking forward to the future, the Company’s simultaneous progress in its “8+12” production line technologies and
its “IC + Discrete” technology platforms development strategy for the Embedded Non-Volatile Memory, Analog
& Power Management, and Logic & RF IC device and Discrete device businesses will provide its customers with
comprehensive and excellent technical support in foundry field.
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REPORT ON REVIEW OF INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

FHSRG S IR ERNEFNRS

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 53 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 2021 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

12 August 2021
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF

PROFIT OR LOSS

RHf SRS ER R

FOR THE SIX MONTHS ENDED 30 JUNE 2021
BE_ZT-_—F,A=1+RHIt~EA

FOR THE SIX MONTHS
ENDED 30 JUNE
BEAA=THLAEA

2021 2020
s —ZT-FTHF
(Unaudited) (Unaudited)
(REER) (CRIEEZ)
Notes (US$’000) (US$'000)
HtaE (F%w) (FZ=T)
Revenue SHE WA 4 650,953 428,204
Cost of sales SHERA (493,125) (326,972)
Gross profit EF| 157,828 101,232
Other income and gains Hp A Rz 4 21,232 25,406
Selling and distribution expenses HERDHER (4,608) (4,226)
Administrative expenses EREEA (100,799) (129,748)
Other expenses Hivp B (97) (3)
Finance costs Br 75 & F (5,054) (618)
Share of profit of associates pak sl NI 2,936 7,258
PROFIT/(LOSS) BEFORE TAX BiADEF, (&#8) 71,438 (699)
Income tax (expense)/credit ARt (AX) HEx 6 (13,335) 4,705
PROFIT FOR THE PERIOD HREF 58,103 4,006
Attributable to: AT B IERELN :
Owners of the parent BRREEA 77,141 38,140
Non-controlling interests Pl (19,038) (34,134)
58,103 4,006
EARNINGS PER SHARE ATTRIBUTABLE RAREEREZFEA
TO ORDINARY EQUITY HOLDERS OF FELEERER :
THE PARENT: 7
Basic R
— For profit for the period — B A US$0.059 US$0.030
0.059% T 0.030%7T
Diluted g
— For profit for the period — B Al US$0.058 US$0.029
0.058% T 0.029% 7T
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

FHIERAFRS EEWER

FOR THE SIX MONTHS ENDED 30 JUNE 2021
BHE_T-_—FA=tBHISEA

FOR THE SIX MONTHS
ENDED 30 JUNE
BEAA=THLAXEAR

2021 2020
—E-—F —E-THF
(Unaudited) (Unaudited)
(REERZ) (REEEZ)
(US$’000) (US$'000)
(GFE=om) (F=7T)
PROFIT FOR THE PERIOD Dbyl 58,103 4,006
OTHER COMPREHENSIVE INCOME/(LOSS) Hip2mikz  (EER)
Other comprehensive income/(loss) that REZARE AT REEHT
may be reclassified to profit or loss SR EERTEM
in subsequent periods: 2HKE (E8)
Exchange differences on translation of MEBINETEE R
foreign operations HNIE Z= B8 33,599 (44,791)
Net other comprehensive income/(loss) that MRE& BRI AT RE B 3T
may be reclassified to profit or loss DEEEZAEAM
in subsequent periods 2EKE(ER)FE 33,599 (44,791)
OTHER COMPREHENSIVE INCOME/(LOSS) HRHEMmEERE
FOR THE PERIOD, NET OF TAX (B518) - HIBRBLE 33,599 (44,791)
TOTAL COMPREHENSIVE INCOME/(LOSS) HREEKE
FOR THE PERIOD (B8 ) #5 91,702 (40,785)
Attributable to: L‘A—F%Iﬁﬁ‘éfﬁ :
Owners of the parent UNEIE Y =PN 102,498 5,380
Non-controlling interests #? PR A 2 (10,796) (46,165)
91,702 (40,785)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION
 Ef B AR S B E IR R AR

30 JUNE 2021

T —F,"A=+H
30 June 31 December
2021 2020
—B-—fF —BLFF
AA=+H +=-A=+—8H
(Unaudited) (Audited)
(REEERZ) (&%)
Notes (US$’000) (US$'000)
Hist (F=m) (F=)
NON-CURRENT ASSETS FREEE
Property, plant and equipment L EN S 9 2,710,002 2,510,442
Right-of-use assets EREEE 182,287 180,476
Investment property "B 76,997 79,221
Intangible assets B AE 35,784 36,947
Investment in associates REE R RHRE 110,699 105,218
Equity investments designated at fair value  38E IR A FEF AEAD
through other comprehensive income ZHEHMEAERTE 232,575 230,265
Long term prepayments to third parties ENE=7 2 REENFIA 17,407 10,768
Long term prepayments to related parties e RERSE T < REATAN 1B 40 26
Deferred tax assets RIEFHIBEE 10,501 8,965
Total non-current assets IEMBEERT 3,376,292 3,162,328
CURRENT ASSETS KB EE
Properties under development FEEHR Y2 107,865 =
Inventories Eay 355,881 226,476
Trade and notes receivables B 5 W RE M RN EE 10 108,358 120,952
Prepayments, other receivables and TEFIE - b
other assets HENHMWEE 61,448 130,979
Due from related parties FEURBEESE 5 5/0B 6,253 4,706
Restricted and time deposits BR&E MEHIE 362 359
Cash and cash equivalents ReRBELEEM 974,522 922,786
Total current assets MENEE R 1,614,689 1,406,258
CURRENT LIABILITIES RBRE
Trade payables B SR 5/IE 11 147,074 130,980
Other payables and accruals HiENSHIERE G E R 491,089 386,305
Interest-bearing bank borrowings FTERITIE 138,627 47,784
Lease liabilities HeEak 2,010 4,235
Government grants AT ) 76,611 58,926
Due to related parties FEISTREESE 5 500R 18,723 12,647
Income tax payable FERTFR1SHL 22,165 24171
Total current liabilities mEB A EARE 896,299 665,048
NET CURRENT ASSETS RBEETHR 718,390 741,210
TOTAL ASSETS LESS EERERARBAR
CURRENT LIABILITIES 4,094,682 3,903,538
continued/: -
B
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

30 JUNE 2021

AR B AR S B AR R R

—T-—FxXA=1+H
30 June 31 December
2021 2020
—E-—F T CTEF
AA=tH +=-A=t+—8H
(Unaudited) (Audited)
(REBEX) (feFEz)
Note (US$°000) (US$'000)
Mt (F%Ex) (F%m)
NON-CURRENT LIABILITIES FREEE
Interest-bearing bank borrowings FTERITER 616,254 518,391
Lease liabilities HeEaE 16,463 17,405
Deferred tax liabilities EEIAEE 10,391 13,621
Total non-current liabilities JERBBERSE 643,108 549,417
Net assets EEFH 3,451,574 3,354,121
EQUITY e
Equity attributable to owners of the parent &2 TEE AEEES
Share capital N 12 1,984,207 1,979,033
Reserves Gt 652,280 549,409
2,636,487 2,528,442
Non-controlling interests FEFEAR R 815,087 825,679
Total equity RSB 3,451,574 3,354,121
Suxin Zhang Jun Ye
RED 1} 3
Director Director
EE EZE
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

RS S ER FER

FOR THE SIX MONTHS ENDED 30 JUNE 2021
BE_ZT-_—F,A=1+RHIt~EA

Attributable to owners of the parent

BATER AR
Other

Share reserve and Fair Asset Statutory ~ Exchange Non-
Share  Merger  option contributed  value revaluation reserve fluctuation Accumulated controlling Total
capital  reserve reserve  surplus  reserve  reserve’ fund  reserve losses  Total interests  equity

BRE GfRER ATR g%  iE Ed FER
Rx GHRE  BF  URBH  BE  EMBE REEC  RERE 0 EMER S Bs RBE4E
USS000 US$000 USS000  US$'000 USS'000  USS'000  US$000  US$'000 US§'000 USS'000  US$000  USS§'000
i i fEn tin  fEn i TEn TEn i tEn TE TEn
(note 12)
b))

At1 January 2021 i S

-A-A 1,979,033 645494*  16,212* 3,685+ 11,826 99257 105631  159,648* (524.344) 2,528,442 825,679 3,354,121
Profitoss) for the period 7/ (5558 - - - - - - - - T T (190%8) 58,103
Exchange diferences B89N
on translation of EEH
foreign operations MNEZE - - - - - = - %37 - 5% 8242 33599
Total comprehensive ~ HAZE
ncome for the period R 4% = - - - - - - 25,357 77,141 102,49 (10,79) 91,702
Issue of shares ik 5,174 - (131 - - - - - - 38 - 38
Equitysetled share ~ bHEREEN
opion amangements  ERERH - - 1686 - - - - - - 1686 200 1890
Transfer fom retained ~ EHF—F
profts generated FAFEER
by a subsidiary Ee) - - - - - - o6 - (9,761) - - -
At 30 June 2021 i
(unaudited) ~NAZTH

(RERZ) 1984207 645494  16,585° 35,685 11,826 99,257 115392 185,005* (456,964)* 2,636,487 815,087 3,451,574
At1 January 2020 NE%

-A-A 1966,0% 645494 12481 35,685 4,847 99257 89,186 (462) (607,342) 2245241 837,351 3,082,592
Profiloss) fo the period  EiFiaF,/ (E5te) - - - - - - - - B0 B0 (34134) 4006
Exchange diferences B /BSMEE
on translation of EEH
foreign operations HEEES - - - - - - - (3,760) - (32760)  (12081) (44791)
Total comprehensive ~ HAZE
ossfortiepeiod  EEEE - - - - - - S (@0 B0 530 (46165  (407%)
Issue of shares ik 5653 - (172) - - - - - - 3w [
Equitysetled share ~ bHEGEEN
option arrangements  EMRERH: - - 368 - - - - - - 368 B0 40M
Transfer fom retained ~ E&F—F
profts generated FAFEER
by a subsidiary Ee) - - - - - - 5% - (5,99) - - -
At30 Jung 2020 i
(unaudited) ~NAZTH

(RE5H) 197,748 645494 14444 35,680 4,847 99257 95,184 (33,222) (575,200) 2,258,237 791546 3,049,783
# The asset revaluation reserve arose from a change in use from an # EESHFEEREKERYEREERR

owner-occupied property to an investment property carried at fair BAVEFIEZIREYE -
value.

These reserve accounts comprise the consolidated reserves of
US$652,280,000 (31 December 2020: US$549,409,000) in the
interim condensed consolidated statement of financial position.
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF

FOR THE SIX MONTHS ENDED 30 JUNE 2021
BE_ZT-_—FA=1+AHIAEA

CASH FLOWS

FHEREFASRERER

FOR THE SIX MONTHS
ENDED 30 JUNE
BEAA=tTHILEAEA

2021 2020
—E-—F —E-THF
(Unaudited) (Unaudited)
(REER) (REEEZ)
(US$°000) (US$000)
(GFE=om) (F==T)
CASH FLOWS FROM OPERATING ACTIVITIES K& EHFBRERE
Profit/(loss) before tax A= F, (E8) 71,438 (699)
Adjustments for: BUATHIEELRFAE
Finance costs BI75E A 5,054 618
Share of profit of associates DG E R RN T (2,936) (7,258)
Interest income FEUWA (6,585) (5,670)
Fair value gains on financial assets at fair value BATERT ABZER
through profit or loss TRIEEQ T ERE - (5,112)
Loss on disposal of items of property, plant HEWE - BE X
and equipment HEBEENEER 8 =
Depreciation of property, plant and equipment W - BEMEETE 141,518 88,425
Impairment on items of property, plant Y% - BB KEEE B RE
and equipment 1,462 -
(Reversal)/write-down of inventories to FE#&E), MRz
net realisable value Al IR HE (969) 239
Amortisation of intangible assets B B 5,413 1,958
Depreciation of right-of-use assets FREEENE 3,013 2,812
Equity-settled share option expense N E E R AR 1,890 4,044
219,306 79,357
Increase in inventories FE (128,624) (34,838)
Decrease in trade and notes receivables S E S ES P 12,782 29,470
(Increase)/decrease in prepayments, TERTFIE - EAbEUGRIE &
other receivables and other assets HabBEGGM), B (37,634) 46,318
Increase in amounts due from related parties FEUR B8 5 FIEE N (1,547) (2,326)
Increase in restricted and time deposits BR & & T AT 5138 0 - (1)
Increase in trade payables Z 5 IR N 16,094 6,488
Increase/(decrease) in other payables o RIA R HE R
and accruals #n,CRd) 76,769 (8,807)
Increase in government grants AT #e B L hn 17,135 56
Increase in amounts due to related parties FE A< BB EE 5 SIS AN 6.76 2,812
Cash generated from operations RETHEENRS 180,357 118,529
Income tax paid B ATEE (20,399) (23,321)
Net cash flows from operating activities RETEMBRENEFE 159,958 95,208
continued/-*
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS
FHEASRERERER

FOR THE SIX MONTHS ENDED 30 JUNE 2021

BE-ZT=-—FA=THIAEAR

FOR THE SIX MONTHS
ENDED 30 JUNE
BEANA=tTHILEAEA

2021 2020
—E-—F —E-THF
(Unaudited) (Unaudited)
(REER) (REEEZ)
(US$°000) (US$000)
(GFE=om) (F==T)
CASH FLOWS FROM INVESTING ACTIVITIES  #REFHFERESRE
Interest received BEUF 8 3,089 5,835
Purchases of investments in an associate BER—ZRWEARNKRE (1,484) 4
Purchases of items of property, plant and BEVE  BEX
equipment, prepaid lease payment and REAEE  ENHEE
intangible assets FIEREREE (303,892) (378,623)
Proceeds from disposal of items of property, Hj’%%¥ B &5
plant and equipment 5B PS50 40 =
Decrease in restricted and time deposits ERE K E TR - 70,000
Purchase of financial assets at fair value BEZRATETABRZN
through profit or loss SRVEE - (738,163)
Proceeds from disposals of financial assets HERAFEFABRN
at fair value through profit or loss SRVEEMS A - 1,173,812
Net cash flows (used in)/generated from RETE (FTA) B
investing activities RERETFHE (302,247) 132,861
CASH FLOWS FROM FINANCING ACTIVITIES REEHFEBRESRE
Proceeds from bank borrowings RITIERFTSFRIE 190,798 =
Proceeds from issue of shares BT TS R0A 6,649 3,834
Repayment of bank loans BEBITER (2,322) (2,119)
Interest paid ERFE (4,336) (618)
Principal portion of lease payments SAHERS % (3,277) (2,665)
Net cash flows generated from/(used in) BESEENFTS,(FTH)
financing activities REREFHE 187,512 (1,568)
NET INCREASE IN CASH AND ReRBESEEYILINFHE
CASH EQUIVALENTS 45,223 226,501
Cash and cash equivalents at beginning of period Hi#38 & MRS ZEY 922,786 476,286
Effect of foreign exchange rate changes, net SNEERZEE - 55 6,513 (3,830)
CASH AND CASH EQUIVALENTS HMAREERRASEEY
AT END OF PERIOD 974,522 698,957
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

30 June 2021
—Z2-—FXA=+H

Corporate Information

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

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

In the opinion of the directors, the parent and the ultimate
parent of the Company is Shanghai Huahong (Group) Co.,
Ltd (“Huahong Group”), which is a state-owned company
established in the People’s Republic of China (“PRC”),
supervised by the Shanghai State-owned Assets Supervision
and Administration Commission.

2.1 Basis of Preparation

The interim condensed consolidated financial information for
the six months ended 30 June 2021 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 2020.

The financial information relating to the year ended 31
December 2020 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:
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
AR EASR S IS E R

2.1 Basis of Preparation (continued) 2.1 RREZE (F)

The Company has delivered the financial statements for the
year ended 31 December 2020 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 2020. 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 2020, 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 9,
HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16

Interest Rate Benchmark
Reform — Phase 2

Covid-19-Related Rent
Concessions beyond
30 June 2021

Amendments to HKAS 16

Several amendments apply for the first time in 2021, 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 FINANCIAL INFORMATION

30 June 2021
—T-—FA=+H

Operating Segment Information

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

The principal assets employed by the Group are located in
the PRC. Therefore, no segment information based on the
geographical location of assets is presented for the period.

Revenues are attributed to geographic areas based on the
location of customers. Revenues regarding geographical
segments based on the location of customers for the period
are presented as follows:

AR B AR & B 35 R B RE

3.

S S BER
HRERFE - AEEEBE - EXK

BT - I%@%”&L&ﬁﬁ%ﬂé%ﬁﬂﬁ
mn ° Ef@@%—tﬂfﬂj @Eﬁﬁﬁ'ﬁﬁﬁgﬁﬁ
R AR EERRSERGREEE

it - WEZ 5D EAHT

AEEERNEBEERMASE - 8
AR BN BN 255 A
£ o

IR (& 3R WA TR B P AT i 8
7 HAREFPEEI DR D F
WAZFIET

For the six months
ended 30 June
HZA<A=1THIEAEA

2021 2020

—B-—F —TEF

(Unaudited) (Unaudited)

(REERZ) (REEEZ)

(US$’000) (US$'000)

(F%7) (F=7T)

China (including Hong Kong) e (BIEED) 474,953 262,093
United States of America EFEBRE R 57,837 59,121
Asia (excluding China and Japan) M (TEEFRERBAE) 74,409 57,866
Europe BOM 31,118 35,298
Japan SN 12,636 13,826
650,953 428,204
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

PR S M EREE i

4. Revenue and Other Income and Gains 4. WA - HMUA KK
An analysis of revenue and other income and gains is as A « A RBEHDITAT ¢
follows:

For the six months
ended 30 June
BZEARA=THLREAR
2021 2020
—E-—-F —E-FF
(Unaudited) (Unaudited)
(RRER) (REeEZ)

(US$’000) (US$'000)
(F%7) (F=7T)
Revenue from contracts with customers BEFEEHW=E
Sale of goods SHEE MW 650,953 428,204
Other income Hug A
Rental income e U A 7,224 6,169
Interest income FBUA 6,585 5,670
Government subsidies BN #EAh 919 7,060
Others EAth 723 404
15,451 19,303
Other gains Hth s
Fair value gains on financial assets at fair value 12 AF(Ezt ABEH
through profit or loss SREE 2 A FEKE - 5112
Exchange gains, net HNE W R 5,781 991
5,781 6,103
21,232 25,406
Type of goods or service EmBiRiEER
Sales of semiconductor products and FEREE A HE A
total revenue from contracts with customers RERBFEEANBKA 650,953 428,204
Timing of revenue recognition W B R R R
Goods transferred at a point in time and EE—REEENER R
total revenue from contracts with customers REBEE LB 650,953 428,204
The disaggregation of the Group's revenue based on the HEZZT-—FA=+HIEA~EAR -
geographical region for the six months ended 30 June 2021 is RE B AR HE WA D EEEH IR M T
included in note 3. 3°
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

30 June 2021
—T-—FA=+H

5. Profit/(Loss) before Tax

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

AR B AR & B 35 R B RE

5. Bian@F  (&i8)

ALBOBADEF,(B1R) IR,/
GFTA) TR IRIER

For the six months
ended 30 June
HZXA=1tHIEAEA

2021 2020
—E-—-F —ET-FF
(Unaudited) (Unaudited)
(REERZ) (REEEZ)
(US$’000) (US$'000)
(F%7) (F=7T)
Cost of inventories sold BEEFERA 493,125 326,972
(Reversal)/write-down of inventories to 78 (BE), MHE
net realisable value AR FE (969) 239
Impairment on items of property, M - 5 &
plant and equipment FAEIEERE 1,462 -
Loss on disposal of property, HEWE - BER
plant and equipment RAEIA B HEE 8 =
Exchange differences, net HNE = KB F R (5,781) (991)

6. Income Tax

Profits arising in Hong Kong were subject to profits tax at the
rate of 16.5% during the period (six months ended 30 June
2020: 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 2020: nil).

The Company’s subsidiary incorporated in the Cayman Islands
is not subject to corporate income tax (“‘CIT") as it does not
have a place of business (other than a registered office) or
carry on any business in the Cayman Islands.

6. A%

REIANEERNAR16.5%(HE-F
“EFEANA=TBLRER 1 16.5%)8
BERGMAEN - ARARR R —RE
&8 E M AL B F 2 7R A A 3 4 B
BREFRUEA - BB FBRISHIE
HEEBE_FT-_TFA=ZTAHLX
@A : &) -

HRARRERSESEMKZNTA
AERSHSY BES & X0 (EMi#
FRRIN LB EMES - WAEBTF L
RIHRHMERAEN ([REMREHR]) -
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CONSOLIDATED FINANCIAL INFORMATION

AR A B E R

6.

36

—E-—FAB=1A

Income Tax (continued)

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 the relevant laws and regulations in the PRC and
with approval from the tax authorities in charge, one of the
Group’s subsidiaries, HHGrace, is qualified as a “High and
New Technology Enterprise” and was therefore entitled to a
preferential tax rate of 15% from 2021 to 2023.

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, Hua Hong Semiconductor (Wuxi) Limited
("Hua Hong Wuxi"), is entitled to an exemption from CIT for
five years, commencing from the first year that Hua Hong
Wuxi generates taxable profit, and a deduction of 50% on the
CIT rate for the following five years. Hua Hong Wuxi was in
accumulated tax loss positions as of June 30, 2021 and the
tax holiday has not begun to take effect.

The major components of income tax (expense)/credit of the
Group are as follows:

Fris®i (4&)

P 5 < 2 17 =0 5 B e P
BT AR - FOAEAR HARE P A1
Bik B0 EE 1R B T 2 AR
Uy 42 259% #0325 B S A e B4 T
55t -

BIBEPBEEREZEREZRREGRBEE
W E AEE - TFARIELLRN
REERKA S EMEE] - ek
R-E-—FZE T~ = FHMEIK15%
RO BB R

R BEEBARE AR L ERGEE
HEAE  ARE-—RFRFFEL+E
B (EH)ERAR ([FUEY])EEA
ESERRANGENE - FELFERLR
MEEMED - MBERAFRE50% °
EEGBE_T-_—FA=1THK
SRATUAEE - BRWEBmARFS -

AL BAEH (%), ER 8 E RAEK
HRAET

For the six months
ended 30 June
HZX<A=1tHIEAEA

2021 2020

—E-—fF e S SaS

(Unaudited) (Unaudited)

(REER) (REEEZ)

(US$'000) (US$'000)

(F%7) (F=7T)
Current income tax expense — PRC EHFEHRAS —F (18,012) (9,841)
Current income tax expense — elsewhere EHASHAS — K= (24) (17)
Deferred tax PRAERTIE 4,701 14,563
Total income tax (expense)/credit FTs® (X)) e @sE (13,335) 4,705
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

30 June 2021
—T-—FA=+H

Income Tax (continued)

During the period, the directors of a subsidiary established in
Mainland China approved that any undistributed profits of the
subsidiary generated in 2020 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$10,922,000 (six months ended 30
June 2020: US$15,832,000).

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 1,299,811,409 in issue during the period (six
months ended 30 June 2020: 1,291,026,256).

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.

6.

AR B AR & B 35 R B RE

Fris®i (4&)

REIA - R B A B — T2 A
2EERETERZTARR-ZZ
TFEEEMTMERD G AR R
TARRE - Eitt 0 AEERF B R
B 2 R R R A] 2R IR B O] TR AN B
10,922,000 €L (BE=ZZE =T F < A
=+H1EMEA - 15,832,000 7T) ©

BAREBREFEARGSE
iR & F

BEREAEFNCEDNERTI AR L BR
A ARGEHRGER R PRE T
1,299,811,400% (BE=—ZE —FF /< A
=+HIEANER :1,291,026,256 %) &
BRAINEFHEE -

BREEERNSRIRES AR LA
BHERE ARGEHNENGE - 5 EE
KAz BB INEF OB R EERE
ABFERAZHAD ETEBREE
N EBERAAA BEEEE BRRERTT
EHRABBEBRHEASTRERTZE
BAANHE R -
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AR B AR & B 35 B BB AL

7. Earnings Per Share Attributable to Ordinary 7.
Equity Holders of The Parent (continued)

38

The calculations of basic and diluted earnings per share are

30 June 2021
T —F,A=+H

BAREEREFEARGE
REF ()

BREAREERNNFETER

based on:
For the six months
ended 30 June
BZEAA=THLREAR
2021 2020
—B-—F —TEF
(Unaudited) (Unaudited)
(REERZ) (REEEZ)
(US$’000) (US$'000)
(F%r) (F=7T)
Earnings B F
Profit attributable to ordinary equity holders of ARG EERERZFE
the parent, used in the basic earnings BN AT AR
per share calculation HE AEERF 77,141 38,140
Number of shares
R4 8 E
For the six months
ended 30 June
BEAA=1+HILANEAR
2021 2020
—EB-—fF —ETF
('000) (000)
(F8) (FA)
Shares [8vi}
Weighted average number of ordinary shares ARG E BRERZFK
in issue during the period used in the basic HINE 1T SR
earnings per share calculation D5 1,299,811 1,291,026
Effect of dilution-weighted average number of T AR A I
ordinary shares: -7
Share options SR AE 25,170 10,425
1,324,981 1,301,451
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

30 June 2021
—T-—FA=+H

Dividends

The directors did not declare any interim dividend for the six
months ended 30 June 2021 (six months ended 30 June 2020:
Nil).

Property, Plant and Equipment

During the six months ended on 30 June 2021, the Group
acquired items of property, plant and equipment with a
cost of US$323,152,000 (six months ended 30 June 2020:
US$351,371,000). Depreciation for items of property, plant and
equipment was US$141,518,000 during the period (six months
ended 30 June 2020: US$88,425,000).

For the six months ended 30 June 2021, certain items of the
Group’s machinery of US$1,462,000 (six months ended 30
June 2020: Nil) were obsolete with a minimal recoverable
amount determined based on their fair value less costs of
disposal and were therefore fully impaired.

No significant property, plant and equipment were disposed
by the Group during the six months ended 30 June 2021 and
2020, respectively.

8.

AR B AR & B 35 R B RE

IRE

E=VERBEE_T_—FA=+H
IEAREAERERPHRE (BE—T—
TERA=THIEARER : &) -

REBEE-_TE-—FA=1+HLHA
B AEBEBEVE  WEIEKHEE
BB AR 5323,152,000E T (B E-ZT =
THEA=FTHIENEA 351,371,000
X)) o BHAME BMEARHBEE N
EA141,518,000F L (HE-T-F
FRAZ=Z+THIENMEA :88,425,0003%
JL) °

REBEE-_TE-—FA=1+HLHAE
A AEBE#EHETIEE 1,462,000%
T(BE_Z-_ZTFA=+HIEE
A E\EBE  MBEESEAFERD
ERAEERETKECE  AMEs
VERIERS

REBEEZT-_—FR-T-TF A=

THIEREAR  AEEBHEYE - K5
RBOEAHE -
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CONSOLIDATED FINANCIAL INFORMATION
AR B AR & B 35 B BB AL

10. Trade and Notes Receivables

30 June 2021
T —F,A=+H

10. EZ BRUGRIER B R E

30 June 31 December

2021 2020

—E—F —E-THF

~NA=+H +=—A=+—H

(Unaudited) (Audited)

(REEZR) (KeE|=z)

(US$’000) (US$'000)

(F=7) (F=1)

Trade receivables H 5 IR 81,780 97,809
Notes receivable PRI E IR 28,010 24,762
109,790 122,571
Impairment of trade receivables B EWGRIERE (1,432) (1,619)
108,358 120,952

An ageing analysis of the trade receivables, based on the

WEZHHE - B 5 RUEIR (kR

invoice date and net of provisions, is as follows: BRI ¢
30 June 31 December
2021 2020
—E-—F —E-THF
ANE=+H +=ZA=+—H
(Unaudited) (Audited)
(REEEZX) (eE=z)
(US$’000) (US$'000)
(F=x) (F=1)
Within 3 months 31E A AR 76,882 91,156
Over 3 but within 6 months 326 A 3,466 4,849
Over 6 months but within one year tBiEeE A BN —F A - 185
80,348 96,190
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
e PHIFRAGRS PR ERME

11. Trade Payables 1. ESEARE
An ageing analysis of the trade payables of the Group as at RIFERRZEEAHT  AEBES
the end of the reporting period, based on the invoice date, is R RIERRRITAOT
as follows:
30 June 31 December
2021 2020
—E--F —E_THF
AA=+H +=A=+—H
(Unaudited) (Audited)
(REBER) (&%)
(US$°000) (US$000)
(F%x) (F=1)
Within 1 month 1@ B AR 95,829 91,935
Over 1 but within 3 months 123 A 29,975 20,514
Over 3 but within 6 months 3=6MEA 6,182 6,041
Over 6 but within 12 months 6121 A 4,752 1,946
Over 12 months 121E A LA E 10,336 10,544
147,074 130,980
12. Share Capital 12. |R7
Number of
shares Amount
BRHEE ]
('000) (US$'000)
(1) (F=7T)
1 January 2021 —E-—%—HF—H 1,297,818 1,979,033
Issue of shares with exercise of share options BATRIA TR BB AR RO AR 1
(note (a)) (KX (a)) 2,413 5174
30 June 2021 (unaudited) —E-—F,A=+H
(REgEZ) 1,300,231 1,984,207
1 January 2020 —E2-FF—H—H 1,288,820 1,966,095
Issue of shares with exercise of share options BRI 1T{E AR AR (D
(note (a)) (FF3E(a)) 4,415 5,653
30 June 2020 (unaudited) —E-FFA=FH
(REgeEZ) 1,293,235 1,971,748
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AR B AR & B A5 B BB R

30 June 2021

—=—

12. Share Capital (continued)

Note:

(a)

During the period, the subscription rights attaching to 790,000
(six months ended 30 June 2020: 4,415,000) share options were
exercised at the subscription price of HK$6.912 per share (six
months ended 30 June 2020: HK$6.912 per share), resulting in
the issue of 790,000 (six months ended 30 June 2020: 4,415,000)
shares for a total cash consideration of US$703,000 (six months
ended 30 June 2020: US$3,932,000). An amount of US$308,000
(six months ended 30 June 2020: US$1,721,000) was transferred
from the share option reserve to share capital upon exercise of
the share options.

The subscription rights attaching to 1,623,000 (six months
ended 30 June 2020: Nil) share options were exercised at the
subscription price of HK$15.056 per share (six months ended 30
June 2020: Nil), resulting in the issue of 1,623,000 (six months
ended 30 June 2020: Nil) shares for a total cash consideration of
US$3,158,000 (six months ended 30 June 2020: Nil). An amount
of US$1,005,000 (six months ended 30 June 2020: Nil) was
transferred from the share option reserve to share capital upon
exercise of the share options.

13. Commitments

42

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

—FRXA=t+H

12. RS (#8)

(@)

REIA - 790,00010 (BE=—Z =T F X
A=+HIEAREAR : 4,415,000@)%”&
RS REEEIRREESRG 912
BT (HE_ZE-_TFA=1THILX
&7 : FP§6.9128 7T )17F - 51 BT
790,000 (B2 —E_FEF,A=+H
1E7N1E B : 4,415,0000%) i » #83R &
REA703,000E T (HE_Z_TF X
A=+HI1t/NEA :3,932,000%7T) °
BERRERTER © 308,000% 5T (&
E-T-TEXNA=FTHIEANEA :
1,721,000% 7T ) B E B REREEE
BB o

1,623, ooofﬁ@if?f?%\ﬂ_
+HIERNEAR - &) BREKNS ﬁ%
EERREESRS. 056/%75@2
TZ-_FFEA=F+HIL~EA : 4H{)TT
f# + 5|2 %771,623,0000% (BEE—F =
TENAZTRHIEANER - #)KH
ISR (EH3,158,000% T (HE—
—ZEFEXA=ZtTAHLNEAR &) B
R HE#FT{F1% + 1,005,0005 T (HE—
yfji/\ﬂ +E|_IJ:/\1.H 4H{)/TJ\
HEHERERBERERAE -

13. 7RI

REEPRIRERRE AT EAHRIE

30 June 31 December
2021 2020
—E-—F —ETF
AA=tH +=ZA=+—H
(Unaudited) (Audited)
(REER) (18 5&%)
(US$’000) (US$'000)
(F=m) (%)
Contracted, but not provided for: BRI - BREE
Property, plant and equipment M - E R 580,748 180,581
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

30 June 2021

AR B AR & B 35 R B RE

—T-—FA=+H
14. Related Party Transactions 14. BBt R 5
(a) Name and relationship (a) BBERBER
Name of related party Relationship with the Group
RS B A E R
Huahong Group and its subsidiaries
HEEBERHEFAE

- Hua Hong International Inc. (“Huahong International”)

— TR AR F] ([ZEIBIER )

- Shanghai Huahong Zealcore Electronics Co., Ltd. (“Huahong Zealcore”)
— BT BTRRAERAR ([FILRE])

- Shanghai Hongri International Electronics Co., Ltd. (“Hongri")

— DB HEREFERAR (TTH])

- Shanghai Integrated Circuit Research and Development Center (“ICRD")
— DBSKERRERLO ((RKEREME]D)

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

— DBENABERRAGROERLAR ([5HE])

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

— PBENWEFRRLR (T LEEN])

NEC Corporation (“NEC”)*
NEC Corporation([NEC |)*

- NEC Management Partner, Ltd. (“NEC Management”)
— NEC Management Partner, Ltd.([NEC Management])

SAIL and its subsidiaries

EEBAREFAR

— Shanghai Alliance Investment Ltd. (“SAIL")

— DEMARERR AR ([ LgAm])

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

— QST Corporation (“QST")**

— B ERRAR AR ([RERHR])™

Shareholder of the Company
RRABRE

Subsidiary of Huahong Group
A EEFAA

Subsidiary of Huahong Group
EEEFRA

Subsidiary of Huahong Group
EIEEFRA

Subsidiary of Huahong Group
EIEEFRA

Subsidiary of Huahong Group
AT RE AR

Shareholder of the Company
(before 19 February 2021)

RAFIRRER
(R=—Z-——%—-F+AB2ZH0)

Subsidiary of NEC

NECF 7]

Holding company of Sino-Alliance
International Ltd.
Sino-Alliance International Ltd. &J
R AT
Shareholder of the Company
RRRRER
Subsidiary of SAIL
(before 1 September 2020)
it IR S/NG
(RZZ=ZZFAA—HZA
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PR S M EREE i

14. Related Party Transactions (continued) 14. BH AR5 (&)
(a) Name and relationship (continued) (a) BBRBERE)

Name of related party

Relationship with the Group

2]yt BEREBENEER
INESA and its subsidiaries
BEEERETAR

— INESA (Group) Co., Ltd. (“INESA")***

—LEEE (RB)ERAR ([BEEE )™

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

— LEBREERETARAR ([ LBEE )

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

— BRI R ER AR AR ([BFE )

- Shanghai Nanyang Wanbang Software Technology Co., Ltd.
(“Wanbang")***

— LEEFERHYNRMER AR ([EFH 1)

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

PEEINERRERAR ([EINEERE )

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

— EBETEXERAR ([FEIEX])
— Shanghai Huajin Property Management Co., Ltd. (“Huajin”)

— biEESyEERARAR ([EH)])

NEC disposed all of its shareholdings in Huahong Group on *
19 February 2021. From then on, NEC and its subsidiaries
are no longer related parties to the Group.

** QST issued new ownership interests to third parties on &
1 September 2020 and therefore a dilution in the SAIL’s
interests occurs. From then on, QST ceased to be a
subsidiary of SAIL and is no longer a related party to the
Group.

*** INESA, a shareholder of Huahong Group, and its i

subsidiaries are no longer disclosed as related parties to
the Group since 1 January 2021.
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Shareholder of
Huahong Group
FERERR
Subsidiary of INESA
BEEETAA
Subsidiary of INESA

BEEEET AT
Subsidiary of INESA

BEEBTAA
Associate of the Group

REBEE N T

Subsidiary of Huahong
Technology Development

EORRERT LA

Subsidiary of Huahong
Technology Development

EURRERT LA

NECR=—ZZE-_—F-A+ABHEHER
EEEMMAMRE - Bt - NECRHE
FRARTBAAEENRRE S -

BEMBRR-_Z-_ZFNAA—RARE=
JTTEATH PR A AR - EUt AR
MR B A - At WERMERTE
RLBHMNONFAR B TBRAEKE
HRRHE TS ©

BT —%—F—HE FIKERK
REEEBEREFRARTBERLER
HORERE T 0 5E -



14. Related Party Transactions (continued)

(b)

NOTES TO THE INTERIM CONDENSED

CONSOLIDATED FINANCIAL INFORMATION

30 June 2021
—T-—FA=+H

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

14.

AR B AR & B 35 R B RE

BB S X% ()
(b) BARHANEBHARENR

0 - ARBERBAC SRR
TATRS -

For the six months ended 30 June
BZEAA=THIEAEA

2021 2020
—B-—f —B_TF
(Unaudited) (Unaudited)
(REEERZ) (RECEZ)
(US$’000) (US$'000)
(F=m) (F%7)
Sales of goods to related parties (note (i) mEaE S HEEm (HEEG))
ICRD SRERE 5,565 5,219
Huahong Zealcore AT B 3,168 1,486
Hongri 4T H 1,553 =
QST BERK - 2,141
Purchases of goods from related parties B BB 7 B E Em (M)
(note (ii))
Hongri e 10,685 5,443
NEC Management* NEC Management* 504 396
Huahong Zealcore HE AT B 313 244
Jitong FHE 76 181
Shanghai Huali EBER - 1,442
Purchases of intangible assets BEB T BERVEE
from related parties (note (ii)) (B &EGii))
Shanghai Huali EBES - 17,100
Rental income from a related party (note (iii)) & & BB B9FEE WA
(PR =EGiii))
Shanghai Huali EBES 7,104 6,368
Service fee charged by related parties A 7 W) AR TS B
(note (iv)) (BF3E(v))
Huajin B 120 107
Huahong Real Estate EITER 28 50
Shanghai INESA BEE - 1,702
Wanbang B - 1
Nanyang Software B = 19
Interest expense charged by a related party  BEt T (1EAEEA)BIE
under lease arrangement as a lessee HEZHIERE
(note (iv)) B RS (B EE(iv))
Huahong Real Estate EINEX 396 387
Expense paid on behalf of a related party BRI
(note (v)) (BFaE(V))
Shanghai Huali EBES 14,214 12,578
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

PR S M EREE i

14. Related Party Transactions (continued) 14. BH AR5 (&)

(b) (continued) (b) (&)

* The related party transactions with NEC Management
disclosed above were conducted from 1 January 2021 to
19 February 2021.

*

X B BN HENEC
Management & BAEE 75 22 5 Th R
B —4—fF-HEZZT=-—
FZRA+ B ER#ETT o

Notes: Bt -

(i) The sales of goods to the related parties were made () EAES HERE R IHIE &R A
according to the prices and terms agreed between the 5677 19 5E BV (B AR SRAGFIE -
related parties.

(i) The purchases of goods and intangible assets from related (i) BEMAIBRENERRENAE
parties were made according to the prices and terms TH iR AR BB 7 1R L A9 B A8 R IR
offered by the related parties. fEH ©

(i)  The rental income received from a related party was based (i) REEEHH A A TR IE SR
on the prices and terms agreed between the related A 77 1 1E HO (B A8 R IR RRUKTER o
parties.

(iv) The service fees and interest expense charged by related (iv) PRIEE RFIBFZ T H @SR
parties were based on the prices and terms agreed 1 BR B Bk 7 175 5E 0 (BAR R IR FRUR
between the related parties. HY

(v) The expense paid on behalf of the related party is interest- (v) REBMAIZHORAIZATEHE -
free and repayable on demand. RIBIRESRIEE -

(c) Compensation of key management personnel of the (c) *EBEFEEEAENHE

Group

For the six months ended 30
June

BZEXRA=1+HLLX<EA
2021 2020
—E-—fF —Z=TF
(Unaudited) (Unaudited)
(REEEX) (Rig&EZ)
(US$’000) (US$'000)
(F3=5T) (F=7T)
Short term employee benefits EEEE R 1,169 1,023
Pension scheme contributions RSB 42 26
Equity-settled share option expense VARE 25 45 55 ) B AR A B 2 319 539

Total compensation paid to IRTFEEEEAEN

key management personnel B 4258 1,530 1,588
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
AR B AR & B 35 R B RE

30 June 2021
—T-—FA=+H

15. Fair Value and Fair Value Hierarchy of
Financial Instruments

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:

15. EMITAENAFERAFERE
&
AEESRIA(TREETERATE

ABRENSRT E)NERAENEAFE
By

Carrying amounts Fair values
BREE AYE
30 June 31 December 30 June 31 December
2021 2020 2021 2020
—B--F “TCFF —B--F “TCFF
~A=+H +ZA=1+-AH ~A=+H +ZA=1+—H
(US$’000) (US$'000) (US$’000) (US$'000)
(F£7) (F%1) (F£r) (F%7)
(Unaudited) (Audited) (Unaudited) (Audited)
(REER) (kER) (REER) (k&R)
Financial assets EREE
Equity investments designated EERATHETA
at fair value through Hip 2 EKEEH
other comprehensive income EaIE 232,575 230,265 232,575 230,265
Financial liability LREE
Interest-bearing bank borrowings FEFAER 754,881 566,175 732,149 562,807
Lease liabilities HEAR 18,473 21,640 18,473 21,640
773,354 587,815 750,622 584,447

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.

AEEETAMBEESENH A
EETERT AR HEFENERRRIE
o MBHERAMBRAERS - XS
BERH MBI TSRTANE
BEEHVEFHETERNEEH AR
% o (AERPHAEERLILE -
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

AR B AR & B A5 B BB R

30 June 2021

15. Fair Value and Fair Value Hierarchy of

48

Financial Instruments (continued)

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

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

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

HUA HONG SEMICONDUCTOR LIMITED Z=4T 4 & g8 5 R 2 7]

T —F,A=+H

15.

ERTAENAFERAFEE
&% (&)

TREE;ABENAFEREENER
FE R 5 (MIFRETRREE )P AR
BAERTANTREIE - HatRSFEA
FEAENEREEMBBENQFET
ERIATE AR

BERBERFEF AR 2 E R R
AERE 2 ATHEFRATHEGE - ik
MR ZAEBARLETIRE - RFETS
ENRHEGBE - WLEZFEXFHAH
2% BEHREBTE RE FEN
EERBEEAN LR EMAT (FT) B
HRERENZAELRARFEEEN
ERER  miRE (THREDES -
ZEBHIRAI R R AR 2 X EEE
WEEEMRS - XPBBHEEREAR
REBR SRR IERBEFRE T A
Bh3R - R BBUE AR IF LA IRE
MERFEENEQATE EFR
B A AR A M BAOR R B ERMPT
EENEF R FEARGAEMEEK
BNAFEREEZHBESE - MRBE
HARNEERARE -

BAFEFARESNEREERATE
AIIRTTHITHEM Em - AEERE
HEBUFHERARN TANTSHNE -
RERRASREMERLUGEERF
1=



NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

30 June 2021
—T-—FA=+H

15. Fair Value and Fair Value Hierarchy of

Financial Instruments (continued)

The fair values of interest-bearing bank borrowings and lease
liabilities have been calculated by discounting the expected
future cash flows using rates currently available for instruments
with similar terms, credit risk and remaining maturities. The
Group’s own non-performance risk for interest-bearing bank
borrowings as at 30 June 2021 and 31 December 2020 was
assessed to be insignificant.

AR B AR & B 35 R B RE

15. SR TENAFERAFRESE

A& (&)
SHERTERREEEENATEDE
B A A FLUER - EERRRFS

FHREOTAREAERZ LRI
ﬁﬁ;ﬁ?ﬁ?}iﬁ%/méﬁg AEBAFR
—FXRA=ZTER-Z=ZTF+
A=+ BHERRITERNTEL
BB E BALAERK o

=

Fair value hierarchy AFEBR
The following tables illustrate the fair value measurement TREMMEBERTANATEF=
hierarchy of the Group's financial instruments: [E4
Financial assets measured at fair value f;? —‘7ZE§7L§H7§_\E?§E
30 June 2021 —E-—-FxXA=1+H
Fair value measurement categorised into
PERUTBRZ AL ETE
Level 1 Level 2 Level 3 Total
E E24y B3 #et
US$’000 US$’000 US$’000 US$’000
TERr TERn TEn TERn
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REBERZ) (REBERZ) (REBEZ) (REER)
Equity investments designated BEEAFETA
at fair value through H A 2 EWE A
other comprehensive income ERITE - 2,533 230,042 232,575
31 December 2020 —E-_EF+=-A=+—H
Fair value measurement categorised into
DERUNTERZ A THESE
Level 1 Level 2 Level 3 Total
F1 FoM FE3% Fae
(US$'000) (US$'000) (US$'000) (US$'000)
(F=7) (F=7) (F=7) (F=7)
Equity investments designated BERLTERTA
at fair value through H A2 E WA
other comprehensive income EmITE - 2,508 227,757 230,265

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 2020: Nil).

REIA - L ESREENS 1REFE 2R

B ENEFEER - BEIRAEE

)\%Lﬁ(%zi_7_7¢/\ﬂ THIE
NEA - ) o
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

AR B AR & B A5 B BB R

30 June 2021

—E-—FAB=1A

15. Fair Value and Fair Value Hierarchy of

Financial Instruments (continued)

Fair value hierarchy (continued)

Financial assets measured at fair value (continued)

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 2021. Below is a summary of the
valuation techniques used and the key inputs to the valuation:

15. SR TENAFERAFRERE
& (4E)

DR EER ()

B FEFEN 2 BEE (&)
AEBEERERFEF AR BEEE
BORARE MR AFEFABRNSE
MEENBRATEFAENERA T
—FRAZTENERTABERAK
B (E3FEL - TRRMBEMAMKE
e T2 ABIBHE

Valuation Significant Sensitivity of
technique unobservable input Range fair value to the input
EXTTEE AVEHBAREZ
fEER# WAHE gE HRE
Equity investments designated Valuation Average P/B 2021: 0.9x-5.5x 5% (2020: 5%) increase/
at fair value through multiples multiple of peers 2020: 1.1x-3.0x decrease would result
other comprehensive income in increase/decrease
in fair value by 5%
(2020: 5%)
BEARATEFALMZAKEN  BERE FESB iz ZEZ—F 1 09x55x 5%(ZTTF 15%)K)
BRARE “EZF 11x30x I/ ROBERLTE
/5%
(ZZZTF :5%)
Discount for 2021: 20%-30% 5% (2020: 5%) increase/
iliquidity 2020: 20%-30% decrease would result
in decreasefincrease
in fair value by 5%
(2020: 5%)
RZRBENTEE T —F :20%30% 5%(ZTZTF :5%)K)
ZECTF 1 20%30%  BhROBERLTE
R,/ 5%
(ZE=ZF :5%)
Financial assets at fair value Discounted Discount rate 2020: 3.00%  2020: 5% increase/decrease
through profit or loss cash flow per annum would result in decrease/
method increase in fair value
by 0.01%
RATEG A ERNEREE HRRE EHRE “ECTF300% —TZTF 5%MEM R
MEE BEHRTERD, /10
0.01%
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NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

30 June 2021
—T-—FA=+H

15. Fair Value and Fair Value Hierarchy of

Financial Instruments (continued)

Fair value hierarchy (continued)

Financial assets measured at fair value (continued)

The movements in financial assets categorised into Level 3

during the period are as follows:

AR B AR & B 35 R B RE

15. 2T ANAFERAFEE

&% (&)

DR EER(E)

BAFEFTEN 2 BEE (&)
HADBRAEIRNSBREEZSHNT

Equity

investments
designated Financial
at fair value assets
through other at fair value
comprehensive through
income profit or loss
RERATE ROFE
HARMRE AR
KEEHER TR tHEE
(US$°000) (US$’000)
(F%71) (F%7x)
1 January 2021 S 227,757 -
Exchange realignment ERTICE:S 2,285 -
As at 30 June 2021 (unaudited) R-ZE-—FXA=1H (REER) 230,042 -
1 January 2020 —T-TE—-H—H 207,689 519,779
Purchases BE - 738,163
Disposals BE = (1,173,812)

Total gains recognised in the statement of PERRERT ARMBAR
profit or loss included in other Wiz 58

income and gains - 5112
Exchange realignment bE 5 AR (3,031) (4,483)
As at 30 June 2020 (unaudited) R-ZZE-ZTFEXA=ZTH(REER) 204,658 84,759
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AR B AR & B A5 B BB R

30 June 2021

16. Share Option Scheme

52

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, each of 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:

—E-—FAB=1A

16.

BRESTE

ARRRE - BEBREE ([Z
2l 5ERYAKEIENERAME
Bz aBR2mERIHE KR -

ZErEln AWMt - FESFKR-_E—H
FNANR(ZZE—RFERE) R
E—N\F+_A+HA([ZZE—NF
R ) AR -

R-ZZE—HLFE=A=+NH 500,000
NEREEER TRETBRAER (22—
NEASD]) - RZBE—AE+-_A=
+=H ' 300,000 ERHEERTES
NEBEBAE([ZZT—N\FEBHH )
§2,182,000 IEREEE THMIES
([ZZ—NFCHD D) -

—E-AFBRE
ATEBEBRENEARARE - —REF
FRARHETTAE

2021 2020

—E—F —E-THF

Number of Number of

options 000 options '000

BREHE ERESR

T4 F5

At 1 January n—H—H 5,935 13,947
Exercised during the period HAAN1T{E (790) (4,415)
At 30 June RANA=+H 5,145 9,532

2018 Options —E—)\FERE

The following share options were outstanding under the 2018
Options during the period:

U TERENARRRE - —/\F
PR IETTE -

2021 2020

—EB-—fF —ETF

Number of Number of

options 000 options 000

BREHE BAREEE

T4 T

At 1 January n—A—H 33,547 35,811
Exercised during the period BT TR (1,623) =
Forfeited during the period HAR U (681) (320)
At 30 June RARA=+H 31,243 35,491
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17.

18.

NOTES TO THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION
e PHIFRAGRS PR ERME

Event After The Reporting Period

There is no material subsequent event undertaken by the
Group after 30 June 2021.

Approval of the Interim Condensed
Consolidated Financial Information

The interim condensed consolidated financial information was
approved and authorised for issue by the board of directors on
12 August 2021.

17. EHAREIR

AEER T —FRA=TBEREE

B MEAREFE -
18. #LER ARG S MBES

FHERGEMBENER T _—F

NAT-BEEEEHAERRETIE -
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OTHER DISCLOSURES
Hnfg EER =, .

>4

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 2021,
the Company had options for 36,389,346 shares
outstanding under the share option scheme, which
represented approximately 2.80% 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 2021:

54 HUA HONG SEMICONDUCTOR LIMITED Z=4T 4 & g8 5 R 2 7]
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OTHER DISCLOSURES

30 June 2021
T —FA=+H

Number of share options

BERERE

Name or category of participants

SRENENER

Directors

-

Mr. Junjun Tang
BHEEELE

Other employees

Hitg8

In aggregate
BE

Granted at 04.09.2015

RZF-—RFNANBELY

Granted at 24.12.2018

R-Z—N\F+-A-+mWARE

Granted at 29.03.2019

RZZE—-NE=A=-+NBEYE

Granted at 23.12.2019

RZB-NFTZAZT=BARE

Cancelled during the year 2015

RN _E—hFTH

Cancelled during the year 2016

RZZT—"FtiH

Cancelled during the year 2017

W T

Cancelled during the year 2018

RZZ— \FiEiH

Cancelled during the year 2019

RZE—NFH

Cancelled during the year 2020

RZZ T FFH

Exercised during the period

HATTE

Cancelled during the period

AT

Lapsed during the period

HRRH

Outstanding at 01.01.2021

RZBZ—F—A—HHRITE

Outstanding at 30.06.2021

RZBZ—FRA=THERTRE

Exercise period of share options

FERRIE 2 1T

Exercise price of share options

BRI 1TEE

Weighted average closing price of the
shares immediately before the dates on
which the share options were exercised

RN EREREE TR B B2 A
InFEF YT E

500,000

500,000
500,000

Note 1

B =E 1
HK$18.400
18.4008 7T

HK$48.5071

485071787

29,262,000 =

s 33,820,000

-130,000 =
-1,458,000 =
-1,353,399 =

-754,595 =

-58,000 -1,035,000

— -993,904
789,666 1,625,597
- -147,501

= -337,300
5,935,331 30,688,079
5,145,665 28,577,681
Note 2
FiE2

HK$6.912
6.912/87T

Note 3
FzE3
HK$15.056
15.056/8 7T

HK$47.9839

47983978 7T

2,482,000

-36,000

-84,000

-196,000
2,362,000
2,166,000

Note 4
Fitet4

HK$17.952
17.952%8 7T

30,250,000

34,500,000

500,000

2,482,000

-130,000

-1,458,000

-1,353,399

-754,595

-1,729,000

-1,276,904

2,415,263

-147,501

-5633,300

39,485,410

36,389,346
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OTHER DISCLOSURES
HiiRBEER

30 June 2021
—E-—HRA=+H

Note 1 The exercise period of share options is
March 2021 to 28 March 2026

Note 2 The exercise period of share options is
September 2017 to 03 September 2022

Note 3 The exercise period of share options is
December 2020 to 23 December 2025

Note 4 The exercise period of share options is

December 2021 to 22 December 2026

Please refer to note 16 of the Notes to the

from 29

from 04

from 24

from 23

Interim

Condensed Consolidated Financial Information for

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

As of 30 June 2021, 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.

OTHER DISCLOSURES
30 June 2021 Em*&%ﬁ*ﬂ

T —FA=+H

EERBSITHRAERARR T KRG REE
MR AT Ay AR

RZF-_—FXA=1H BRTIXEEEN  BEALQF
EEZNERTHRABRARR RS AEMBEEE (EXRE
FMEERPIEXVER R - R A EEETHER
FAREESFMBIGIIFEI2GATHFENELMAN
EfERORR - IR EMRAME LHBETAESE
TREFRZHFEST A ([RETA ) BME AR R B KB
FrEOE IR FOR R ©

Number of
underlying shares Approximate
held in percentage of
Name of Director Capacity long position M ownership
UHFREHEN
EEpE 27} HERGHEO BRERBE DL
Mr. Junjun Tang Beneficial owner
BB L EmEAA 500,000 0.04%
Note: Wit

(1) Long position in the underlying shares of the Company
under share options granted pursuant to the Share
Option Scheme. Please refer to page 54 for particulars
of outstanding options as of 1 January 2021 and 30 June
2021 respectively.

(1) IREBRAERT 219 A BE AR T T~ A A &) M8 BE AR 19 ) &F
B - BT F—A—BR-_Z-_—FA=1THH
MARITE R BAREN S - B2HMEL4E -
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OTHER DISCLOSURES

30 June 2021
—E-—HRA=+H

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

As of 30 June 2021, persons other than a Director or
Chief Executive of the Company, having ownership
of 5% or more or short positions in the shares and

FERRRHEMALTRAE DT RGMIBEE
MR AT AR

RZZF_—FXNA=1TH  BARAEZTIRSTHAR
S - MARSE BN RARRIRD R B 5% A s sk
BHALIT :

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
R EEEN
FERR SO RERMEE FERGEE MO D
Shanghai Hua Hong International, Inc. Legal and Beneficial owner 350,401,100M 26.95%
(Hua Hong International) @
EBETERAR AR (EA B )@ FEERERERA
Shanghai Huahong (Group) Co., Ltd. Interest in a controlled corporation 350,401,100M 26.95%
(Huahong Group) @
P (RE)ARQR (FIEE)? Ry EEER
Sino-Alliance International, Ltd. Legal and Beneficial owner 160,545,541 12.35%
(Sino-Alliance International)
EEREREAA
Sino-Alliance International, Ltd. Interest in a controlled corporation 28,415,606 2.19%
(Sino-Alliance International)
XEwEEER
Shanghai Alliance Investment Ltd. (SAIL)  Interest in a controlled corporation 188,961,147 14.53%
PiEmRiR E AR AR (LEH) REEE kR
Xinxin (Hongkong) Capital Co., Limited Legal and beneficial owner 219,962,925 16.92%
BN (BB)REARARA FEERERERA
Xun Xin (Shanghai) Investment Co., Ltd. Interest in a controlled corporation 219,962,925 16.92%
RE(LB)REARRA] Ry AR R
China Integrated Circuit Industry Interest in a controlled corporation 219,962,925 16.92%

Investment Fund Co., Ltd.
BRENEREXREESKRMNER LA

YR AE R
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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.

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

(4) SAIL indirectly held beneficial ownership in the Company
through two 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
2021, i.e., 1,300,230,536 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 2021, 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
2021.

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 2021 was 7.96% (31
December 2020: 3.25%).

OTHER DISCLOSURES
30 June 2021 m*& ﬁ*}l-

T —FA=+H
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CHARGES ON GROUP ASSETS

As at 30 June 2021, certain of Group’s property,
plant and equipment with a net carrying value
of US$1,820,299,000 (31 December 2020:
US$1,289,808,000) and right-of-use assets of
US$46,549,000 (31 December 2020: US$46,636,000)
were pledged to banks to secure the Group’s banking
facilities.

Pledged deposits with a carrying value of US$335,000
as at 30 June 2021 (31 December 2020: US$332,000)
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

The table below sets out the breakdown of the
performance in respect of the Equity Investments during
the six-month period ended 30 June 2021.
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Shanghai
Huali QST
EiEHD YERR
(USD’000) (USD’000)
(%) (%)
Initial investment cost 229,133 1,704
VIIRIRE KA
Book value at the beginning of the period 227,757 2,508
R 2 BREE
Purchases - -
BE
Redemption — _
Eo
Changes in fair value = =
NHEZE)
Exchange realignment 2,284 25
M 5, 2
Book value at the end of the period 230,042 2,533
REIR 2 BREE
Percentage of shares* 6.34% 0.62%
R B S L
Size compared to the total assets 4.6% 0.1%

EEERELTRZRIE

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

During the six-month period ended 30 June 2021, 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 (continued)

During the six-month period ended 30 June 2021, the
book value of the Company’s equity investment has
increased by US$2,284,000 due to appreciation of
the RMB. Overall, Shanghai Huali continued steady
development in 2021. Accordingly, the Board is of the
view that the performance of Shanghai Huali during the
six-month period ended 30 June 2021, 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
appreciation of the RMB has caused a foreign currency
statement gain of around US$25,000. 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 2021 have been consistent with its 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 2021.

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.

EMPLOYEES AND REMUNERATION
POLICIES

As of 30 June 2021, the company had approximately
6,000 employees in the People’s Republic of China and
overseas (30 June 2020: approximately 5,500). 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.
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COMPLIANCE WITH THE DEED OF
NON-COMPETITION AND DEED OF
RIGHT OF FIRST REFUSAL

Huahong Group, SAIL and INESA, being controlling
shareholders of the Company at the time, 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 2021, the Company has reviewed the
written declaration from each of Huahong Group, SAIL
and INESA 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.

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 2021.
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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 confirmation that they have complied with the
required standard as set forth in the Code throughout
the six months ended 30 June 2021.

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 2021 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
2021 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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