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China Electronics Huada Technology Company Limited
PEEFEAMBZERAA

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

FRETFEABIBEERAE (AR
ANESEg((E2g])EHEHREAA
AIREWB AR ([REE]) #HZE2020
F6A30R (LA E A REEZENH

and its subsidiaries (the “Group”) for the six #RAZEBWT :
months ended 30 June 2020 as follows:
CONSOLIDATED STATEMENT OF PROFIT #HZ&HEHZ®
OR LOSS
Unaudited
RICEX
Six months ended 30 June
BZ6A30ALLAEA
2020 2019
2020 20194
Note HK$’000 HK$’000
Mt 7 FExT FHET
Revenue L'ON 4 716,443 908,572
Cost of sales SHER AR (462,669) (608,522)
Gross profit EF 253,774 300,050
Other income Hip g A 5 14,304 24,369
Selling and marketing costs e TS HEE KA (38,101) (43,533)
Administrative expenses THHAX (136,555) (165,378)
Impairment losses on trade and g5 NE AU RIEA
other receivables BEEE (7,714) (8,055)
Operating profit R F 85,708 107,453
Finance income A WA 6 1,848 876
Finance costs B & A A 6 (49,161) (53,054)
Finance costs - net BMEKAK —FHE 6 (47,313) (52,178)
Share of results of associates Sy = WNCIE S 12 38,229 16,878
Profit before taxation R B A5 R 7 76,624 72,153
Taxation FiE 8 (7,863) 972
Profit for the period A e 68,761 73,125
Profit for the period HMREANEER
attributable to:
Owners of the Company RARERFFAEE 67,547 72,231
Non-controlling interests JEfE AR RS 1,214 894
68,761 73,125
HK cents HK cents
Al AL
Basic earnings per share SREXEF 10 3.33 3.56
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China Electronics Huada Technology Company Limited
PREBEFEAMEBERAA

CONSOLIDATED STATEMENT OF mEtEkER
COMPREHENSIVE INCOME
Unaudited
RICER
Six months ended 30 June
HZ6H30BIEAEA
2020 2019
2020%F 2019%F
HK$’000 HK$’000
FExT FET
Profit for the period B 9 5% Fl 68,761 73,125
Other comprehensive income HAMKRBEAENEMGSE
for the period, net of taxation: W # -
Items that may be subsequently B geED B EHF
reclassified to profit or loss: S EEMIER ¢
Exchange differences on HME BB REL
translation of financial [EH =%
statements (40,650) (14,572)
Total comprehensive income MAZEWELE
for the period 28,111 58,553
Total comprehensive income HAZEKZRESBR
for the period attributable to:
Owners of the Company ARAERFEE 26,593 58,401
Non-controlling interests JE 17 % 25 1,518 152
28,111 58,553
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China Electronics Huada Technology Company Limited
PEEFEAMBZERAA

CONSOLIDATED STATEMENT OF FEMBRRER
FINANCIAL POSITION
30 June 31 December
2020 2019
20206 H80H  2019412H31H
(Unaudited) (Audited)
(REERK) (& H&%)
Note HK$’000 HK$’000
M et FHET FET
ASSETS &E
Non-current assets IRBEE
Property, plant and equipment WE - - BERKR 11 54,327 63,153
Right-of-use assets FRAEAE 11 68,536 52,908
Investment properties BEME 47,546 48,291
Intangible assets EBREAE 13,796 1,961
Investment in associates REE R EIRE 12 2,630,019 2,707,889
Trade and other receivables B 5 K H b fE W3R8 1,499 -
Deferred tax assets BERBAE 44,331 42,120
2,860,054 2,916,322
Current assets RBEE
Inventories FE 463,949 460,613
Trade and other receivables B 5 & H A KR IR 13 1,075,254 713,585
Financial assets at fair value BRASEAER
through profit or loss SREE 14,100 14,142
Short-term deposits PSREREE 251,795 450,994
Restricted cash ZRRHIEE 54,740 -
Cash and cash equivalents BeRBEZSEY 432,635 350,219
2,292,473 1,989,553
Total assets BEEAR 5,152,527 4,905,875
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China Electronics Huada Technology Company Limited

THEFEARKTARAA

CONSOLIDATED STATEMENT OF REMBRRER
FINANCIAL POSITION
30 June 31 December
2020 2019
20206 H30H 2019412H31H
(Unaudited) (Audited)
(REERK) (&%)
Note HK$’000 HK$’000
M et FHET FET
EQUITY AND LIABILITIES EEREE
Equity attributable to owners FRAFEHEFTEE
of the Company EihfEzR
Share capital and premium A% AR K i B 825,454 825,454
Reserves (5 (791,830) (750,876)
Retained earnings 1R F 1,982,991 1,962,131
2,016,615 2,036,709
Non-controlling interests FERER 21,575 20,057
Total equity ERAHE 2,038,190 2,056,766
Liabilities afE
Non-current liabilities E % =Rt
Lease liabilities HEAE 40,971 32,180
Deferred tax liabilities EEREE & 11,009 12,923
51,980 45,103
Current liabilities REBEE
Deferred government grants iR A BT 48 B 53,227 43,667
Contract liabilities aHakE 6,872 6,363
Trade and other payables B REHAMENRIE 14 654,341 537,474
Bank and other borrowings BITREMEE 2,309,402 2,187,988
Lease liabilities HEAE 26,332 21,670
Income tax payable JERFT1S T kI8 12,183 6,844
3,062,357 2,804,006
Total liabilities EEAE 3,114,337 2,849,109
Total equity and liabilities EEkEBEEE 5,152,527 4,905,875
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China Electronics Huada Technology Company Limited
PEEFEAMBZERAA

CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

ERREERSB R

Unaudited
FEFK
Attributable to owners of the Company
KRARREAZRE
Non-
Share Share Retained controlling Total
capital premium Reserves earnings Total interests equity
2R
e REER L1 REEH 3 31 BREE
HK$000 HKS'000 HKS'000 HK$'000 HKS'000 HKS'000 HK§'000
FiEn T FEL FiEn T FHL Tin
At1 January 2019 H2019%1A18 20,299 805,155 (107,366) 1,847,569 1,965,657 18790 1,984,447
Total comprefensive income FENEES - - (13,830) 72,081 58,401 152 58,553
Dividend &) - - - ¢0,597) 40,597) - 40,597)
At 30 June 2019 #2019%6A30R 20,299 805,155 (721,19 1,879,203 1,983,461 18,942 2,002,403
At 1 January 2020 R200E1A18 20,299 805,155 (750,876) 1,962,131 2,036,700 20,057 2,056,766
Total comprehensive income PENEES - - (40,954) 67,547 26,593 1,518 2,111
Dividend ke - - - (46,687) (46,687) - 46,687)
At 30 June 2020 #2020%6A308 20,299 805,155 (191,830) 1,982,991 2,016,615 2515 2,038,190
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China Electronics Huada Technology Company Limited
PREBEFEAMEBERAA

CONSOLIDATED STATEMENT OF CASH SERERER
FLOWS
Unaudited
RICEZ
Six months ended 30 June
#HZ6H30H 1L <EA
2020 2019
20204 2019%F
HK$’000 HK$’000
FET FHET
Cash flows from RETEHHERE
operating activities
Cash flows used in operations KAz RERE (138,839) (141,202)
Interest paid EENEISN (50,704) (65,265)
Income tax paid SRR (12,646) (22,498)
Net cash flows used in KEESAZ
operating activities BEREFE (202,189) (218,960)
Cash flows from REZHZRERE
investing activities
Interest received ER A B 4,448 6,679
Purchase of property, plant and BEWE  BER
equipment and intangible assets RENELEE (15,593) (14,888)
Payment for financial assets at fair XNRX A ER AR
value through profit or loss CREERIE - (63,687)
Proceeds from disposal of financial HERAR BT ABZE
assets at fair value through profit SREEMBARIE
or loss = 3,474
Decrease/(increase) in short-term BHFEIZORL ()
deposits 191,842 (147,415)
Proceeds from disposal of property, EEYZE  BWE &
plant and equipment RIBFTSRIE 29 280,832
Proceeds from disposal of land BB AR RIE
use rights _ 11,467
Net cash flows generated from KEETHELZ
investing activities RenEFHE 180,726 76,462
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China Electronics Huada Technology Company Limited

REBFEANRAERAA

CONSOLIDATED STATEMENT OF CASH MER
FLOWS
Unaudited
RGEX
Six months ended 30 June
#HZE6H30HILAEA
2020 2019
20204 20194
HK$’000 HK$’000
FET FAT
Cash flows from RMETHZHERE
financing activities
Proceeds from bank and RIT R H A fE B A8 3B
other borrowings 275,083 115,794
Repayment of bank and EEFITREMEE
other borrowings (110,254) (115,910)
Increase in restricted cash R &3 @ 0 (54,740) -
Principal portion of lease payments AEMFIAREIBMH (5,075) (1,245)
Net cash flows generated from/ MEEHEL,/(FTA)Z
(used in) financing activities BEREFE 105,014 (1,361)
Net increase/(decrease) in RERASZEEY
cash and cash equivalents wh GRd) 8 83,551 (143,859)
Effect of exchange rate changes EXREEHPE (1,135) (1,449
Cash and cash equivalents at HYzHRERESEEY
beginning of the period 350,219 375,625
Cash and cash equivalents HAZESRBASEEY
at end of the period 432,635 230,217
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China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

1

Basis of preparation

(a)

(b)

Compliance with HKFRSs, HKASSs,
Interpretations and Listing Rules

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

The condensed consolidated interim financial
statements should be read in conjunction with the
consolidated financial statements of the Group for
the year ended 31 December 2019, which have
been prepared in accordance with all applicable
Hong Kong Financial Reporting Standards
(“HKFRSs”), Hong Kong Accounting Standards
(“HKASs”) and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants.

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

Going concern

At 30 June 2020, the Group’s current liabilities
exceeded its current assets by HK$769,884,000
primarily due to the fact that the Group has liabilities
under short-term bank and other borrowings (the
“Short-term Borrowings”) of HK$2,309,402,000.

The Board has reviewed the Group’s cash flow
projections which covers a period of not less than
twelve months from 30 June 2020. Given that
the Short-term Borrowings of HK$2,189.5 million
are guaranteed by China Electronics Corporation
Limited (“CEC”), and taking into account the
financial resources available to the Group, including
the internally generated funds, expected renewal
and extension of borrowings upon their maturities
and the available committed borrowing facilities, the
Board considers that there are sufficient financial
resources available to the Group to meet its
liabilities as and when they fall due in the coming
twelve months from 30 June 2020. Accordingly, the
Board has prepared the condensed consolidated
interim financial statements on a going concern
basis.

TEEFEAMEARAA

AR S T H M R R M

1

REEE

(@)

(b)

HEBEBUMBMEER  FEETE
Al - BRERLETRA

WA RN B RE IREERE
BMAXZMARARES LR A
(TET R AIL) B S 16578, 2 38 A 5%
BRTREBEMAGREM2ER
B EAFEMAR [ BB BRE] 2
HEMMRR -

%8R 4% & R EA B 15 3R 2% B E R AR IR
EREGHMASRMHZAEEAN
ERUBREERN((FETBRSE
ZAl]) - BHGHEN(TER S5
RAD RREMREZAEBEE
2019512 AB1 A ILFE 2 7 E& M 7%
WE— GBI -

B A R B RR 2 RELK
AERERE  URBAEMERET
BAREHABSZERMEE BAR
B WEM-MELERT -

FEgYE

202066 A308  AEBE 2R #
B fEm RN E %8 & E769,884,000
B TEARAEEBETHSE
2,309,402,0007% 7T & #ER 1T R H Ah
EBE(EHEE] -

EEECEMAEERE H2020F
6AB0H BT AR+ =M@ A Mz
ReRmEEN - ERN AE2,189.5F
BETCEBEERTRETERE
EEEAERAR(HPREFEE])
BRECEERAEEAESHHEZGTH
BR - BRERNPEELEZES - EHE
HEENERNEREASHALE
AHEEERE  EESRANEE
BERHANBAZHBERNEMSE
B2020%6 A30H & ARk + 1@ A
FEZEE - Al ESSURBEL
EEERUEHZAPHMBRE
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China Electronics Huada Technology Company Limited
REEFEARMBTARAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

2 Principal accounting policies

Except for the adoption for the first time of all the new
or amended HKFRSs and HKASs, and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants that are relevant to the Group’s operations
and effective for the accounting period beginning on
1 January 2020, the accounting policies adopted in
the preparation of the condensed consolidated interim
financial statements are consistent with those adopted
in the consolidated financial statements of the Group for
the year ended 31 December 2019.

The adoptions of these new or amended standards
and interpretations had no material effect on the results
and financial position of the Group and/or disclosures
set out in the condensed consolidated interim financial
statements.

3 Financial risk management
3.1 Financial risk factors

The Group’s operating activities expose it to a
variety of financial risks: market risk (including
foreign exchange risk, fair value interest rate risk
and cash flow interest rate risk), credit risk and
liquidity risk.

The condensed consolidated interim financial
statements does not include all financial risk
management information and disclosures required
in a complete set of financial statements which
have been prepared in accordance with HKFRSs,
HKASs and Interpretations, and should be read in
conjunction with the Group’s consolidated financial
statements for the year ended 31 December 2019.

There have been no significant changes in the risk
management policies since 31 December 2019.
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China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

THEFEARKTARAA

AR S T H M R R M

3  Financial risk management (Continued) 3 HERAKREE(
3.2 Liquidity risk 3.2 RBESAER
The maturity profile of the Group’s financial liabilities AEBERBRERRNSHEED H
at the end of the reporting period, based on the BR(BREBEANNRTBESRES
contractual undiscounted cash flows, is as follows: g)m
30 June 2020
2020F6H30H
More than
1 year but less
Within 1 year than 5 years Total
—EpE
—FR BRBBHEF M
HK$’000 HK$’000 HK$’000
FER FERT FExT
Bank and other borrowings RITREMEE 2,348,143 = 2,348,143
Lease liabilities HEEE 30,019 43,868 73,887
Trade and other payables B 5N E A e OB
(excluding salary and (T BIE R &
welfare payables and other AR R E A
taxes payables) ERFIE) 539,456 - 539,456
2,911,863 43,868 2,955,731
31 December 2019
2019%12A31H
More than
1 year but less
Within 1 year than 5 years Total
—&EME
—FRN BREBAASF @
HK$’'000 HK$'000 HK$'000
FHET FET FHT
Bank and other borrowings RITREMBEE 2,262,477 = 2,262,477
Lease liabilities HEAE 22,080 34,678 56,758
Trade and other payables B 5 REMENZIE
(excluding salary and (7R B3 e 1< 37 B
welfare payables and other BRI R H A
taxes payables) FERTRLIE) 476,366 - 476,366
2,760,923 34,678 2,795,601
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China Electronics Huada Technology Company Limited
PEEFEAMBZERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

3 Financial risk management (Continued)

AR S T BRI

3 MBREBREE(

3.3 Fair value estimation 3.3 DAEME
Movements in the financial assets that are measured HANUAR B EZEREE &
at fair value during the period are as follows: BT
Level 1 Level 2 Level 3 Total
Wealth management products HEEEER £-8 -t E=8R Ft ol
HK$’000 HK$’000 HK$000 HK$’000
TET TET THET TET
Unaudited REER
At 1 January 2020 H202051A18 - 9,515 4,627 14,142
Exchange differences EHESE - (185) (90) (275)
Changes in fair value AREZD - 120 53 173
At 30 June 2020 #2020F6A30H - 9,450 4,590 14,040
Audited REX
At 1 January 2019 H201951A18 - 37,358 4,671 42,029
Exchange differences Bz - (331) (103) (434)
Additions M - 63,398 59 63,457
Disposals HE - (90,910) - (90,910)
At 31 December 2019 H2019F128318 - 9,516 4,627 14,142

The investments at 30 June 2020 represent
investments in certain wealth management products
issued by commercial banks in the People’s
Republic of China (the “PRC”). These wealth
management products are principal protected and
with non-guaranteed return. They are denominated
in Renminbi (“RMB” or “Renminbi”) and can be
redeemed either at any time or at certain time within
three months. The fair values of these investments
were determined with reference to either the
statements provided by the commercial banks or
discounted cash flow method.
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China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

Financial risk management (Continued)

THEETF

ZAMBRERAA

E 7

AR S T H M R R M

3 MBEREE(

3.3 Fair value estimation (Continued) 33 AAEM
Movements in the investment properties that are HANUNRAAEANEZREME ZE
measured at fair value during the period are as B
follows:
Level 1 Level 2 Level 3 Total
Investment properties RENE £-8 et E=4 #E
HK$'000 HK$°000 HK$'000 HK$°000
TET TET TET TET
Unaudited REER
At 1 January 2020 20201818 - - 48,291 48,291
Exchange differences [E328-2: - - (934) (934)
Changes in fair value DREE - - 189 189
At 30 June 2020 H2020F6A308 - - 47,546 47,546
Audited RER
At 1 January 2019 H2019F1A1A - - 48,847 48,847
Exchange differences ERER - - (1,078) (1,078)
Changes in fair value NAEED - - 522 522
At 31 December 2019 H2019F12A318 - = 48,291 48,291

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

follows:
Fair value at
30 June 2020
#2020F  Valuation
Description 6A30RH technique(s)
#15 ZARE fHEFE
HK$'000
FET
Office building and 47,646  Direct
carparks - Beijing comparison
BYEREM R method
BEREEBE
Wealth management 4,590 Discounted cash

products
MEEEBER

flow method
TREGREE

Unobservable

inputs
BUBE
ZHE

Market price
THER

Discount rate

ERERNBEUNBRZBEEIAR

EBEFfE(E=/4)

Range of
unobservable
inputs/weighted
average
BUBEZ
yEEE/
mEFgE

RMB31,264

per square metre
K
AR#31,2647T

1.4% to 2.4%

WEBARDT :

Relationship of
unobservable inputs
to fair value
BUBRZHE
HARE

HE&

The higher the
market price, the
higher the fair
value

MG ERES
AREBS

The higher the
discounted rate,
the lower the fair
value

TREMS
DR EBIE

Interim Re

port 2020 5 ¥k % 15
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China Electronics Huada Technology Company Limited
REEFEARMBTARAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

4 Revenue and segment information

(a)

(b)

Revenue

HESRERER

Sale of integrated
circuit products

AR S T BRI

4 WARSBER

(a)

['ON
Unaudited
REERZ
Six months ended 30 June

BZ6A30BLL<EA
2020 2019
20204 20194
HK$°000 HK$'000
FRR Tt
716,443 908,572

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

Operating segments

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

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

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

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

AR S T H M R R M

5 Other income 5 HtlA
Unaudited
RGEX
Six months ended 30 June
BZ6A308LA<EA
2020 2019
20205 20194
HK$’000 HK$’000
FET FAT
Government grants B B 6,633 6,720
Exchange gains & H Uy 544 -
Fair value gains on financial assets 12 A/ HFF A
at fair value through profit or loss SREEANERE 174 1,729
Interest income FEMA 4,844 5,388
Rental income Aol A 1,225 1,260
Gain on disposal of a building BE—RAURREE
in the PRC BF R - 9,122
Others Hith 884 150
14,304 24,369
6 Finance costs - net 6 ®MERS-FE
Unaudited
RICER
Six months ended 30 June
HZ6A30HLAEA
2020 2019
20204 20194
HK$’000 HK$’000
FET FAT
Finance costs B & A A
— Interest expense —FEZH 49,161 53,054
Finance income BEWKA
- Interest income —FlE A (1,848) (876)
Finance costs — net BB AR — F 47,313 52,178
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China Electronics Huada Technology Company Limited
PEEFEAMBZERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

7  Profit before taxation

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

Depreciation of property, M BEREZETE
plant and equipment

Depreciation of right-of-use assets {3 fl i & E 47 &

Amortisation of intangible assets EREESY

Provision for inventories GEZBE

Rental expenses for short-term HHHERKEEEE
leases and leases of low-value HERSRAX
assets

AR S T BRI

7 BRBIADER

AEBZBRBRANENTMBRIATSIE

Unaudited
RBEX

Six months ended 30 June

BE6H30H LX@EA

2020
2020F
HK$’000
FTHET

5,508
12,757
3,470
8,871

5,334

2019
20194
HK$'000
FAT

6,551
9,779
3,339
1,050

5,007

Research and development costs for the six months
ended 30 June 2020 were HK$90,030,000 (2019:
HK$105,994,000), and mainly comprised of employee
costs of HK$51,452,000 (2019: HK$53,677,000)
and material costs of HK$16,514,000 (2019:
HK$31,050,000). No research and development costs
were capitalised during the six months ended 30 June
2020 (2019: nil). For the six months ended 30 June
2020, provision for inventories of HK$8,871,000 (2019:
HK$1,050,000) has been charged to cost of sales.

E Z=202066 8308 [F X8 A #HE &
59 %% B AN 490,030,000/ T (20194 -
105,994,000 7T) * T EBIEREE KA
51,452,000/% 7T (20194 : 53,677,000
7 70) R R 516,514,000 7T (2019
4 131,050,000 7T) © RELE20204F6 A
0B IEAEARN - WEHARRFAZERAT
LAE AME (20194F - &) < H 2202046 A
308 IEX1E A - A#8,871,0008 L7 &
2 B (20194 : 1,050,000/ L) E&F A

SHERA -
8 Taxation 8 ®BiE
Unaudited
RISEX
Six months ended 30 June
#HZ6H30H 1L <EA
2020 2019
20204 20194
HK$’000 HK$’000
FER FAET
Current taxation AR IE

- PRC corporate income tax —FRECEMBR 7,473 11,704

— Withholding tax on distributed —BEok&FZEN
profits (Note (c)) Fri5® (K73t (c) 5,113 (5,790)
12,586 5,914

Deferred taxation RETRIR

- PRC corporate income tax —RELEMEH (2,637) (10,392)

- Withholding tax on undistributed  — 5k 2 Et % 1 2 J840
profits (Note (c)) FT 8%t (M1 it(c)) (2,086) 3,506
(4,723) (6,886)
7,863 (972)
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China Electronics Huada Technology Company Limited

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

8 Taxation (Continued)

(@ No provision for Hong Kong profits tax had been
made as the Group did not generate any assessable
profit in Hong Kong for the six months ended 30
June 2020 (2019: nil).

(b) In accordance with the corporate income tax laws
of the PRC, the applicable statutory tax rate of
CEC Huada Electronic Design Co., Ltd (“Huada
Electronics”) and Shanghai Huahong Integrated
Circuit Co., Ltd (“Huahong”) is 25%. However,
Huada Electronics and Huahong qualify as an
“Integrated Circuit Design Enterprises in National
Planning Layout” for the year ending 31 December
2020 and thus enjoy a 10% preferential tax rate
(2019: 10% preferential tax rate).

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

9 Dividend

The Board has resolved not to declare any dividend for
the six months ended 30 June 2020 (2019: nil).

10 Earnings per share

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

Profit for the period
attributable to owners of
the Company (HK$’000)

Weighted average number of AN EFRER
ordinary shares for the purposes B 2 X mas g
of basic earnings per share FHEE

Basic earnings per share (HK cents)

BREARN CEW)

THEFEARKTARAA

AR S T H M R R M

8 ®BimE

(a) HBHAAREEREZE202096HA30H IE
NEARE B EEEEAERE
A W BB ARG RE L B
(20194 : &)

(o) WEFBECEMEBBENRE - LR
PEEAEFRFIAREEIAA ([
AEF]) REBEMCERBERERE
EAR(TET]) 2BREERER
25% ° SA T - B E2020512A31H
HFEEERETRENESIERS
BB ERERRTLEIERE -
F I Z 210% 2 @B F X (20194 -
10% 2 BERE) -

() REFECEMBSRENERMAE
B A2 SN A S A B B A E
BIMERAE D B2008F1 A1H
EERERN - ZERSAHA10%H
BMAEH -

9 RE

EEGEREE E2020F6A308 [EA
& AR R AR B (20194 « 4&) o

10 SKRER

FREARBFTIRE T BURE H -

Unaudited
REERZ
Six months ended 30 June
HZ6A30HLAEA

2020
20205

2019
20194

KRR EmFAEEMN
ZHRE A (TR )

67,547 72,231

2,029,872,000 2,029,872,000
3.33 3.56

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

HRAARLEEREMREITEEER
B R R RS R EE AR
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China Electronics Huada Technology Company Limited
REEFEARMBTARAA

NOTES TO THE CONDENSED CONSOLIDATED  ff§ER%R& A BB FS 3R R M =L

INTERIM FINANCIAL STATEMENTS

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

During the six months ended 30 June 2020, the
Group acquired property, plant and equipment for
considerations of HK$648,000 (2019: HK$8,486,000),
and disposed of certain of its property, plant and
equipment for considerations of HK$39,000 (2019:
HK$275,694,000).

During the six months ended 30 June 2020, the Group
recognised right-of-use assets for leasing of office
buildings of HK$29,322,000 (2019: HK$98,602,000).

ME - -BERRENEAEEE

RE ZE2020F6 A30R Ik N AR -
7N £ @ LA ¥ {8648,0007% JT (20194 -

8,486,000/ 7T) AN E ¥ % -

> K LA ¥ (E39,000/ T (20194 -
275,694,000 7T) B EHE TWE - B

P Rk

R E E202066H308 EANE AR - A
& @ 3k 78 B P 2 18 7 $229,322,0008 TT
(20194 : 98,602,000/ 7T ) (E AL E -

12 Investment in associates 12 REEARRE
Unaudited
RIBER
Six months ended 30 June

BZ6H308 LL<EA
2020 2019
2020%F 2019%F
HK$’000 HK$’000
FET FHET
Beginning of the period B A 4 4 2,707,889 2,709,099
Share of results MG F & 38,229 16,878
- Post-acquisition profit — Uk & 18 4 A 38,229 8,638

— Gain on anti-dilution of interest — —[EEARE

in an associate o I W R M 2 - 8,240
Exchange differences IE 3 Z 58 (51,954) (12,261)
Dividend 8. (63,757) (63,750)
Share of currency translation differences (G § i E =5 (388) (8,171)
End of the period BSR4 84 2,630,019 2,646,795

20 Interim Report 2020 # £ # &




NOTES TO THE CONDENSED CONSOLIDATED

China Electronics Huada Technology Company Limited
PREBEFEAMEBERAA

AR S T H M R R M

INTERIM FINANCIAL STATEMENTS

12

Investment in associates (Continued)

Particulars of the associates at 30 June 2020 and 31

12 REE

December 2019 are as follows:

Name

£8

China Electronics Optics Valley
Union Holding Company
Limited (‘CEOVU'")

PEXABARRERAR
(rrExal)

Beijing Chipadvanced
Technology Inc.
ERRZHERAERA

Place of
establishment

and type of

legal entity
RUBERAAME

Cayman Islands,
limited liability company

REER ARALAT

PRC, limited liability
company
HE - ARELLE

Principal place of
operation and activities
TEREHERER

PRC, development of theme
industrial parks and
related businesses in the PRC
TE RPAREIEERERY
REREBER

PRC, provision of integrated
circuit testing services
E - REERER AR

NRRE (

Btk & X /) 710202096 A30H &20194F12
A3IBZFBHET -

Interest held
fiks s

30June 31 December

2020 2019

Paid-in capital 20205 2019%

BhEx 6A30A 12R31H

HK$757,435,200 33.67% 33.67%
(2019:
HK$757,435,200)
757,435,200 7T
(2019%
757,435,200 )

RMB57,907,381 7.29% 7.29%
(2019:
RMB57,907,381)
AR 579073817
(2019%

ARH57,907,38170)

The Board is of the opinion that CEOVU is material to the

Group.

The Group has not received any dividend from CEOVU
during the six months ended 30 June 2020 (2019: nil).

The fair value of the Group’s interest in CEOVU at 30
June 2020 based on the closing price of HK$0.465
per CEOVU ordinary share as quoted on The Stock
Exchange of Hong Kong Limited on 30 June 2020 was

HK$1,185,750,000.

There are no contingent liabilities relating to the Group’s
interest in associates at 30 June 2020 (31 December

2019: nil).

EFERATERAUARETEBE

T
RNEE2020F6 A30H L AEAAR - K&

) 3 8 U R AE fr] L AR BRE (20194
&) -

REEMRE KA = 71202096 A30
B2 2 {E51,185,750,000/ 7T * JH 1R
BERHPEAALBRN202066 H30H
ERBMERSMBRARMRZKTE
0.465% Tt & -

7202046 A 30 B A8 5 B R B & 1A B ##E

@8 A B B E (20196128310 -
=) -
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China Electronics Huada Technology Company Limited
PEEFEAMBZERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

AR S T BRI

12 Investment in associates (Continued) 12 REEARRE

Set out below are the summarised financial information FEXAREMBRARZHBERMT

of CEOVU and its subsidiaries:

30 June 31 December
2020 2019
202046 H30H 20194128318
(Unaudited) (Audited)
(REBEFRK) (&%)
HK$’000 HK$’000
FEx FHET
Current B
Assets BE 13,254,008 13,363,373
Liabilities afE (4,285,686) (4,591,049)
Non-current TR E
Assets BE 7,472,392 7,107,684
Liabilities & 1& (7,645,024) (6,870,947)
Net assets BEFE 8,795,690 9,009,061
Net assets attributable to SERRER S ER
owners of CEOVU BEECAERE 7,769,185 7,865,811
Investment in an associate R—EBEARIRE 2,615,885 2,693,919
Unaudited
REBEX
Six months ended 30 June
BZ6A30ALA<EA
2020 2019
20204 20194
HK$’000 HK$’000
FET FHET
Revenue 'ON 1,032,043 1,346,601
Profit for the period attributable to BP9 I 5 8
owners of CEOVU PEAARGREE 113,540 25,496
Other comprehensive income for HREMEE K
the period:
Currency translation differences ElmE =5 (1,152) (9,465)
Total comprehensive income for HAZEWBERS
the period attributable to owners R EXAER
of CEOVU HEE 112,388 16,031
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China Electronics Huada Technology Company Limited
PREBEFEAMEBERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

AR S T H M R R M

13 Trade and other receivables 13 BEZRHEMERNRE

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

AEBEZHERBHNEERA0AE
1350 HHRHENREBERRNKE
B ALERSEKHRE(HBRRERR

14

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

30 June 31 December
2020 2019
202056 H30H 2019%12A31H
(Unaudited) (Audited)
(RBE®R) (fe&E=)
HK$’000 HK$'000
FTHET FHET
Current to 30 days 30HA 539,547 307,117
31-60 days 31H £60H 58,069 86,898
61-180 days 61H£180H 215,051 168,620
Over 180 days and within 1 year 180H LA £ R1F R 121,482 94,478
Over 1 year 1F A E 41,468 9,776
975,617 656,889

Trade and other payables

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

14 ES5REMENSTE

AEEEZEMNFRORESFTOT :

follows:
30 June 31 December
2020 2019
202066 A30H 20194 12A31H
(Unaudited) (Audited)
(REER) (B EZ)
HK$’000 HK$'000
FTHERT FET
Current to 30 days 30H A 103,577 148,416
31-60 days 31HZE60H 142,114 38,280
Over 60 days 60H LA E 108,745 125,790
354,436 312,486
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China Electronics Huada Technology Company Limited

PHEFEARZARAA

NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS

15 Contingent liabilities

The Group did not have any material contingent liability

at 30 June 2020 (31 December 2019: nil).

16 Related party transactions and balances

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

related parties during the period:

(a) Significant transactions with related parties

AR S T BRI

15 REEE

20206 A30H « A E N EAE R E A
A BE (20196128318 « &) -

16 BEHALRZREH
RERAREER BB EKBE R EEEA
THTT FISHEEARS ¢

(a) BEBBALTZERRS

Unaudited
REERZ
Six months ended 30 June
#HZ6H30B L <EA
2020 2019
2020%F 20194
HK$’000 HK$’000
FEx FHET
CEC TEEFEE
Interest expenses FlE X 1,463 1,529
Guarantee fee BRE 5,513 5,471
Companies under ZHEHETEE
common control of CEC HEZEHZ AT
Sale of products HEER 51,091 72,968
Purchase of goods and services — $%fE & G MR 69,403 59,050
Interest income F B A 5,908 4,869
Rental income A WA 1,225 1,260
Rental expenses e - 575
Property management fee MEEEE 2,657 2,786
Additions of right-of-use assets ~ ¥TiZ{F FAEEE
(Note (i) (Htat()) 29,322 88,171
Associate | 1N
Purchase of goods and services — #RFE S T & R 2,670 608
(i) The Group recognised these right-of-use (i) AEBBEREHAHBIFRE2

assets based on leases with terms ranging
from one year to two years, with the
intention to renew these leases for further
periods.
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China Electronics Huada Technology Company Limited
PREBEFEAMEBERAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

16 Related party transactions and balances (Continued)

(b) Significant balances with related parties

16 BEALRZREH (Z)

(b) ERBAEEAN L2 E KR

AR S T H M R R M

30 June 31 December
2020 2019
202046 H30H 2019F12H31H
(Unaudited) (Audited)
(REEZ) (&%)
HK$’000 HK$’'000
FET FAT
CEC FEHRETE
Other payables A E A SRIE 3,284 3,349
Borrowings BE 65,686 66,979
Companies under THEETFEE
common control of CEC HEZHZATF
Trade receivables E 5 EWRIE 87,525 71,477
Other receivables A fE U R IE 1,789 1,094
Cash and deposits B & RIFH 438,750 582,472
Contract liabilities AHEE 3,319 3,384
Trade payables E 5 EN3RIE 50,911 1,456
Other payables A B 3RIE 15,937 5,843
Associate 3N
Trade payables B IR RE 1,387 574
Other than the deposits and the borrowings which BRERAREE AN SN - EutEEE

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

(c) Key management compensation

THABRERR 2 EXREMERED
BRGREE - HBATEERER
R RIRF M KA.35%5 8.

(c) TEEBAEME

Unaudited
RGEX
Six months ended 30 June
HZ6A308 LLXEA
2020 2019
20204 20194
HK$’000 HK$’000
TET FHT
Salaries, allowances and e EER
benefits in kind i-euki=l 3,887 4,326
Contributions to retirement RIKEHE
schemes R 353 388
4,240 4,714
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China Electronics Huada Technology Company Limited
REEFEARMBTARAA

NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

17 Event occurring after the reporting period

Pursuant to an agreement entered into with China
Electronics Information Service Company Limited (F7 B
TBEREERBFBER2AF]) on 30 July 2020, CEC Media
Holdings Limited, a wholly-owned subsidiary of the
Company, has conditionally agreed to sell 2,550,000,000
ordinary shares of CEOVU, representing 33.67% of the
issued share capital of CEOVU, at a consideration of
HK$1,785.0 million (the “Disposal”). Upon completion of
the Disposal, CEOVU will cease to be an associate of the
Group. Up to the date of this report, the Disposal has not
yet been completed. Details of the Disposal are set out in
the announcement dated 30 July 2020.

Interim Report 2020 & £ % &
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BIRERBEPEERERRBEERABTRN
2020F7AB0B AT Z et - ARFRZ A
& [ff B A 8]CEC Media Holdings Limited
B & R & & £52,550,000,0000% F &
RALTBR HPEXRREBETREZ
33.67% ¥ {EA1,785.08 B E T ([HE
FE]) PEEEETKE RELA
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China Electronics Huada Technology Company Limited

REPORT ON REVIEW OF
INTERIM FINANCIAL INFORMATION

_
pwc

TO THE BOARD OF DIRECTORS OF

CHINA ELECTRONICS HUADA

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

Introduction

We have reviewed the interim financial information
set out on pages 4 to 26, which comprises the
interim condensed consolidated statement of
financial position of China Electronics Huada
Technology Company Limited (the “Company”)
and its subsidiaries (together, the “Group”) as
at 30 June 2020 and the interim condensed
consolidated statement of profit or loss, the
interim condensed consolidated statement of
comprehensive income, the interim condensed
consolidated statement of changes in equity and
the interim condensed consolidated statement of
cash flows for the six-month period then ended,
and a summary of significant accounting policies
and other explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of
a report on interim financial information to be in
compliance with the relevant provisions thereof
and Hong Kong Accounting Standard 34 “Interim
Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants. The
directors of the Company are responsible for
the preparation and presentation of this interim
financial information in accordance with Hong
Kong Accounting Standard 34 “Interim Financial
Reporting”. Our responsibility is to express a
conclusion on this interim financial information
based on our review and to report our conclusion
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.

THEFEARKTARAA

I R E R
ERRE

BEAAD
BHEEFEAREKARAAEER

(RESHESTMAETRR B REL
BHEZHERRA])

5=

A BED (AT A8 5 )) B 2=5 51
N BAZ26 B WP N EER, I
FHIMB AN BETEEFEARK
ARAF (ATHEEERAF ) REM
BAR (TS &SE]) K2020
6 A30/ 1 ] AR R & B AR L K
B Z 37 B 1N (8 A I RO o A 5 B
REBER  PHERKS2EKES
SN Lo X: Fod T EIL
BRGERERER  UWREEEGH
REBBNEMMERIE - EEBA
XHMERARES EHRARE
s EE IS AR BB R RS BAN A
WA LSRRI B BRI SCA R BB & E A
D& B BB G 5t 2 B 345 [
Mg BHE] EARERARARE
ER G ERE345 [ o BB R
BB R D% 5 A5 AR o A
METERBRFNEHEZEDH
MIBA R A > W EIZRE A
ERRBATEGERAET ERERE
MERPIOGTH - BRI Z AR E 5
EHMAH RATERAHEON
Eﬁﬂfﬂﬂ,ﬁ\m}\i%ti%%&ﬁﬁ

T/

ks

Interim Report 2020 # & & &

27



China Electronics Huada Technology Company Limited
PEEFEAMBZERAA

Scope of Review EZEMEER

We conducted our review in accordance with HFfIDEBEESSHHASBMNE
Hong Kong Standard on Review Engagements AERI%R|F241055 [ EEMN BT
2410, “Review of Interim Financial Information  AZSEIHITHEIB B ER =6 | £ 1T
Performed by the Independent Auditor of the R - BETHHEERBETZTER
Entity” issued by the Hong Kong Institute of BEHENEHAEENAEELD
Certified Public Accountants. A review of interim 3 - REBR ST MM E M EHNIEF o
financial information consists of making inquiries, R & EREIBIE (BB TR
primarily of persons responsible for financial and  #fTETWEE A/ - TS KM
accounting matters, and applying analytical and A {R & B 918 ML 5t 7] g8 o 2
other review procedures. A review is substantially IREJFTEEREE - @At > BfITE
less in scope than an audit conducted in BREFER -

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 et

Based on our review, nothing has come to our ZRBHRFINER, T EZEIR T
attention that causes us to believe that the interim  E18§ - SHR MBS S EEN P RS
financial information of the Group is not prepared, &AE A BESEANHFEREE S5
in all material respects, in accordance with Hong  *£BI| 553455 [ R B 1§ 4R &5 | 4348 -
Kong Accounting Standard 34 “Interim Financial

Reporting”.

PricewaterhouseCoopers BERKEGTME®AT
Certified Public Accountants HESETA

Hong Kong, 26 August 2020 EF& » 202098 H26H
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China Electronics Huada Technology Company Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

Results overview

Revenue of the Group for the six months
ended 30 June 2020 amounted to HK$716.4
million, representing a decrease of 21.1% when
comparing with the corresponding period of last
year. Profit attributable to owners of the Company
amounted to HK$67.5 million, representing a
decrease of 6.5% when comparing with the
corresponding period of last year. The basic
earnings per share was HK3.33 cents (2019:
HK3.56 cents).

Integrated circuits design operation

The Group’s integrated circuits design operation
comprises the design of security smart card
chips and the development of application
system. Currently, the Group’s products are
mainly used in sectors of identity authentication,
financial payment, government utilities and
telecommunication. For the six months ended
30 June 2020, the Group has obtained 7 new
patents and registered 2 new integrated circuits
layout designs.

TEEFEAMEARAA

EEENWR DT

XK E R

Egiin

7N 2= B B £202046 A30A 1F /< 1A A
ZWABTI6AEEB T REFR
BT PE21.1% « N R BIHERIE A EE
& A B67.5B BB BREFRH
TF26.5% - FIREARZF) A3.33781
(20194 : 3.5658 1) -

EREBRRAER
AEBMZERERITERRES 6
TREENARZEFRERRGH
o B  ARBCERTEEES
MHER -SRI BUNAKXZER
B {5 E R A - 8 £2020F6A30H
LIENE A - AEE SR EEF7E
MM BER BB HE R -
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China Electronics Huada Technology Company Limited
PEEFEAMBZERAA

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

In the first half of 2020, the market demand for
domestic-made bank card chips continued to
grow as domestic-made bank card chips were
increasingly recognized by various banks, and
the sales volume of bank card chips increased
when comparing with the corresponding period
of last year. The sales of telecommunication card
chips was better in early 2020 due to the growing
demand in late 2019, and hence the overall sales
volume in the first half of 2020 increased slightly
when comparing with the corresponding period
of last year. During the period, sales volume of
identity authentication products was broadly
comparable to the level of the corresponding
period of last year. As a result of the COVID-19
pandemic, the sales volume of social security card
chips declined significantly in the first half of 2020
when comparing with the corresponding period
of last year due to stagnant demand in the social
security cards market as a result of the crowd
control in medical institutions and restrictions on
the resumption of work and production during the
pandemic in various industries. For the six months
ended 30 June 2020, the Group’s total sales
volume increased by 2.0% when comparing with
the corresponding period of last year.

As the decrease in sales volume of various types
of smart card chips in the first half of 2020 mainly
involved products with higher unit price, and along
with the impact of a general decline in the selling
price of smart card chips when comparing with
the corresponding period of last year as a result of
further intensification in market price competition
on the revenue during the period, the Group’s
revenue for the six months ended 30 June 2020
was HK$716.4 million, representing a decrease of
21.1% when comparing with the corresponding
period of last year.
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EEENmR

EHORE(E)

2020F F¥F  BEHES R R
F O R A %Eﬁa‘f Bl E & Rt
REFNMBEERFELER  €8F
MR HEEREAFRBAMER - A
2019F RFERIEER - 2020F M EEF
S E B R - EH2020F £¥F
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China Electronics Huada Technology Company Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

In the first half of 2020, the Group, through
adjusting the product mix of its smart card chips
business and focusing on products with a better
gross profit margin, while also strengthening cost
control and striving to expand market share of
its products, had offset the impact of a decline
in the selling price of smart card chip products
on the gross profit margin during the period.
Overall gross profit margin has increased by 2.4
percentage points to 35.4% for the six months
ended 30 June 2020.

Selling and marketing costs for the six months
ended 30 June 2020 amounted to HK$38.1
million (2019: HK$43.5 million). The percentage of
selling and marketing costs to revenue increased
to 5.3% from 4.8% of the corresponding period
of last year. The increase was mainly attributable
to the fact that the progress achieved through
the continuous implementation of stringent cost
control measures by the Group during the period
was more than offset by the loss of revenue due
to the COVID-19 pandemic.

Administrative expenses for the six months
ended 30 June 2020 amounted to HK$136.6
million, representing a decrease of 17.4% when
comparing with the corresponding period of last
year. The percentage of administrative expenses
to revenue was 19.1% (2019: 18.2%). The
increase was mainly attributable to the fact that
the progress achieved through the continuous
implementation of stringent cost control measures
by the Group during the period was more than
offset by the loss of revenue due to the COVID-19
pandemic.
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China Electronics Huada Technology Company Limited
PEEFEAMBZERAA

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

Research and development costs for the six
months ended 30 June 2020 amounted to
HK$90.0 million (2019: HK$106.0 million). The
percentage of research and development costs
to revenue was 12.6% (2019: 11.7%). Research
and development of the Group during the
period primarily focused on the research and
development of security chip products as well
as the continuous improvements in smart card
product performance, enhancement of product
security certification level, research in application
of security chips in the Internet of Things sector
and the development of application systems and
solutions, etc.

Other income

Other income decreased by 41.3% to HK$14.3
million for the six months ended 30 June 2020
primarily due to the fact that for the six months
ended 30 June 2019, the Group had recognised
a one-off gain before taxation of HK$9.1 million
arising from the disposal of a building in the PRC.

Share of result of an associate

CEOVU, an associate of the Group with its shares
listed on The Stock Exchange of Hong Kong
Limited, is principally engaged in the development
of theme industrial parks and related businesses
in the PRC. The Group’s share of result from
CEOVU for the six months ended 30 June 2020
was HK$38.2 million (2019: HK$16.8 million).
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China Electronics Huada Technology Company Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review (Continued)

Outlook

Looking ahead, due to the impact of the global
COVID-19 pandemic, there is uncertainty in the
market demand for the domestic smart card chips
in the second half of the year, and the market
demand may continue to lag behind depending
on the development of the pandemic. However,
certain sectors of the smart card chips market will
continue to be driven by the further application
of the domestic-made substitutes and the state
cryptographic algorithm, while 5G and Internet
of Things will become the key development
directions of new infrastructure which will increase
demand for higher information security. The
Group believes that both factors will bring market
opportunities for the Group’s businesses. The
Group will continue to closely track the domestic
market demands, actively explore potential
customers, strengthen the establishment of sales
channels and continue to expand the security
chips market, and strive to provide diversified
and high-quality products that meet the needs of
customers and the market.

Dividend
The Board has resolved not to declare any
dividend for the six months ended 30 June 2020
(2019: nil).

Financial Review

The Group generally finances its working capital
and funding requirements through internal
resources, and bank and other borrowings. At
30 June 2020, the Group had cash and cash
equivalents amounted to HK$432.6 million, of
which 98.1% was denominated in Renminbi, 1.0%
in United States dollars and 0.9% in Hong Kong
dollars (31 December 2019: HK$350.2 million, of
which 97.0% was denominated in Renminbi, 2.3%
in United States dollars and 0.7% in Hong Kong
dollars).
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review (Continued)

At 30 June 2020, the Group had bank and
other borrowings of HK$2,309.4 million, all were
denominated in Renminbi (31 December 2019:
HK$2,188.0 million, all were denominated in
Renminbi). Among these borrowings, (i) HK$54.2
million were secured by deposits of the Group and
HK$2,255.2 million were unsecured (31 December
2019: all were unsecured), and (ii) all were
borrowed at fixed interest rates (31 December
2019: all were borrowed at fixed interest rates).
At 30 June 2020, committed borrowing facilities
available to the Group but not drawn amounted to
HK$870.2 million.

At 30 June 2020, certain assets of the Group with
an aggregate carrying value of HK$54.7 million
were pledged as collateral for borrowings of the
Group (31 December 2019: the Group did not
pledge any assets as collateral for its borrowings).

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

At 30 June 2020, the Group had net current
liabilities of HK$769.9 million (31 December 2019:
HK$814.5 million). The gearing ratio, which is
calculated as net debt divided by total equity and
net debt of the Group, was 43.5% (31 December
2019: 40.3%).

At 30 June 2020, the Group did not have any
material outstanding capital commitment for the
acquisition of fixed assets and intangible assets
(81 December 2019: nil). The Group did not have
any material contingent liability at 30 June 2020
(81 December 2019: nil).
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China Electronics Huada Technology Company Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Employee and Remuneration
Policies

At 30 June 2020, the Group had approximately
370 employees, the majority of whom were based
in the PRC. Employee benefit expenses during the
period were HK$88.4 million.

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

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

At 30 June 2020, Mr. Dong Haoran, a non-
executive director of the Company and Chairman
of the Board, was interested in 4,672,420 shares
of the Company (long position) (representing
0.283% of the issued share capital of the
Company), and Ms. Liu Jinmei, a non-executive
director of the Company, was interested in
197,250 shares of the Company (long position)
(representing 0.01% of the issued share capital
of the Company). Save as disclosed herein, none
of the directors nor the chief executive of the
Company had any interests or short positions in
the shares, underlying shares or debentures of the
Company or any of its associated corporations
(within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFQO”)), which
were recorded in the register maintained by the
Company pursuant to Section 352 of the SFO,
or as otherwise notified to the Company and The
Stock Exchange of Hong Kong Limited pursuant
to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules.

Directors’ Rights to Acquire Shares
or Debentures

At no time during the six months ended 30 June
2020 was the Company, its holding companies
or any of its subsidiaries or fellow subsidiaries
a party to any arrangements to enable the
directors of the Company or their respective close
associates (as defined under the Listing Rules) to
acquire benefits by means of acquisition of shares
in, or debentures of, the Company or any other
body corporate.
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China Electronics Huada Technology Company Limited

OTHER INFORMATION

Shareholders with Notifiable Interests

At 30 June 2020, the register maintained by the
Company pursuant to Section 336 of the SFO
showed that the following persons (other than the
directors or chief executive of the Company) had
notified the Company that they had an interest
of 5% or more in the issued share capital of the
Company:

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

Limited (“CEC (BVI)")

Huada Semiconductor Co., Ltd ERLEEGR NG
(“Huada Semiconductor”) (FEX+ER)
(Note 1) (Br#1)

CEC (Note 2) FEETEE (M2

Notes:

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

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

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

Save as disclosed above, at 30 June 2020,
the Company had not been notified of any
other interest or short position in the shares or
underlying shares of the Company which were
required to be recorded in the register required to
be kept under Section 336 of the SFO.

China Electronics Corporation
(BVI) Holdings Company
Limited ([ CEC (BVI)])
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OTHER INFORMATION

Specific Performance Obligation on
Controlling Shareholder

In October 2019, the Company entered into a loan
agreement (the “Loan Agreement”) with a bank
for a loan in the amount of RMB490,000,000 (the
“Loan”) for a period of 12 months commencing
from the date of the drawdown of the Loan.
Pursuant to the terms of the Loan Agreement, it
will constitute an event of default if CEC ceases
to maintain and own not less than 51% of the
beneficial shareholding interest (direct or indirect)
of the Company. If an event of default under the
Loan Agreement has occurred, the bank may
declare the Loan together with all interest accrued
thereon and all amounts outstanding thereunder
to be immediately due and payable. Details of the
Loan and the Loan Agreement are set out in the
announcement dated 25 October 2019.

Purchase, Sale or Redemption of
Securities

Neither the Company nor any of its subsidiaries
had purchased or sold any of the Company’s
shares and the Company had not redeemed any
of its shares during the six months ended 30 June
2020.
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China Electronics Huada Technology Company Limited

OTHER INFORMATION

Corporate Governance Code

The Company is committed to achieving the best
corporate governance practices by emphasising
its accountability, transparency, independence,
responsibility and fairness. The Company is
dedicated to exercise corporate governance
through regular reviews of its adopted practices
with reference to the Corporate Governance Code
(the “CG Code”) as set out in Appendix 14 to the
Listing Rules. The Company has complied with
all the applicable code provisions in the CG Code
throughout the six months ended 30 June 2020,
except for the following deviation:

The Chairman of the Board, Mr. Dong Haoran,
did not attend the annual general meeting of the
Company held on 29 June 2020 (the “AGM”)
due to other crucial business on that date. Mr.
Dong is aware that his absence constituted
deviation from the code provision E.1.2 of the
CG Code which stipulates that the chairman
of the board should attend the annual general
meeting of the company. However, Mr. Dong
has asked Mr. Chan Kay Cheung, the chairman
of the audit committee, to chair the AGM in his
stead. The Deputy Chairman, the chairman of the
remuneration and nomination committee and the
Managing Director attended the AGM and were
available to answer questions at the AGM, so
effective communication with shareholders was
ensured.

The Model Code for Securities
Transactions by Directors

The Company has adopted the Model Code to
regulate the directors’ securities transactions.
All directors have confirmed, following specific
enquiry by the Company, that they have fully
complied with the Model Code throughout the six
months ended 30 June 2020.
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China Electronics Huada Technology Company Limited
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OTHER INFORMATION

Audit Committee

The audit committee of the Board has reviewed
the unaudited condensed consolidated interim
financial statements of the Group for the six
months ended 30 June 2020.

Directors’ Particular

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

Mr. Dong Haoran ceased to be the chairman of
Shanghai Belling Corp., Ltd (a company with its
shares listing on the Shanghai Stock Exchange) in
April 2020.

Mr. Chow Chan Lum ceased to be the
independent non-executive director of Maoye
International Holdings Limited (a company with its
shares listing on the Hong Kong Stock Exchange)
in April 2020.

Mr. Qiu Hongsheng ceased to be the independent
director of China National Software & Service
Co., Ltd (a company with its shares listing on the
Shanghai Stock Exchange) in May 2020.

Ms. Liu Jinmei ceased to be the director of GTA
Semiconductor Co., Ltd in July 2020.

By Order of the Board

Dong Haoran
Chairman

Hong Kong, 26 August 2020
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