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Q Technology (Group) Company Limited (the “Company”, together
with its subsidiaries, the “Group”) is a global leading mid-to-high
end camera and fingerprint recognition module manufacturer for
intelligent mobile terminals. The Group is primarily engaged in
the design, research and development, manufacture and sales of
camera modules and fingerprint recognition modules, and centred
on mid-to-high end camera and fingerprint recognition module
market for intelligent mobile terminals such as global smart phone
and tablet PC brands, Internet of Things (IoT), smart vehicles, etc.
The Group is one of the first few manufacturers in the PRC to
use chip on board (“COB”) and chip on flex (“COF”) technologies
and molding on board (“MOB”) and molding on chip (“MOC”)
technologies in the manufacture of camera modules, as well as
to produce and sell ultra-thin camera modules with resolutions
of 108 mega pixels and above, dual/multiple camera modules,
3D modules, under-glass fingerprint recognition modules and
fingerprint recognition modules with various technologies on a
mass production scale. Currently, the Group’s product mix covers
ultrathin camera modules ranging from 2 mega pixels to 108 mega
pixels, dual/multiple camera modules, optical image stabilization
(OIS) camera modules, 3D camera modules, automotive camera
modules, smart home camera modules, capacitive fingerprint
recognition modules and optical under-screen fingerprint
recognition modules. The Group is committed to becoming an
advanced intelligent vision company and continuously enhancing
ability building of three aspects of intelligent vision products, being
optical designs, computational imaging and system integration.
We believe, through resolute and consistent promotion of the
three strategies of large-scale intelligent manufacturing, research
and development of new technology and vertical integration, we
will stand out in the fast-growing camera module and fingerprint
recognition module markets and realise the mission of “to
illuminate machines”.
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Management Discussion and Analysis

B READR

BUSINESS REVIEW

During the Period, as the COVID-19 pandemic was generally
under control in the PRC, coupled with the continuous increase
in vaccination rates among the public, economic growth has
fully returned to normal. According to the statistics published by
the National Bureau of Statistics of China on 15 July 2021, the
gross domestic products (GDP) of the PRC recorded a year-on-
year increase of approximately 12.7% in the first half of the year,
while the growth in resident income was basically synchronised
with economic growth. In the first half of the year, the per capita
disposable income of Chinese residents after deducting the price
factor, actually increased by approximately 12.0%, while the total
retail sales of consumer goods increased by approximately 23.0%
year-on-year. This shows that despite the significant impact of the
pandemic on the personnel exchange between countries around
the world, the economic fundamentals remained stable while the
consumption power was gradually improving, both of which were
driven by the domestic circulation (the cycle of China’s domestic
supply and demand).

According to data from the Ministry of Industry and Information
Technology of the PRC, the shipment volume of domestic
smartphones in the PRC reached approximately 174 million units
in the first half of the year, representing a year-on-year growth
of approximately 13.7%, of which there were approximately 128
million units of 5G mobile phones, representing a year-on-year
growth of approximately 100.9% and accounting for over 70% of
the total smartphone shipments. This shows that the domestic
smartphone consumer market in the PRC is back on track and
set to go. Meanwhile, according to the forecast of TSR, 92.1%
of smartphones in the world would adopt the solutions of dual-
camera and above in 2021, while the proportion of tri-camera and
quad-camera would continue to rise, reflecting the consumers’
continuing demand for enhancing photo shooting effect of
handsets, which has driven the improvement on specifications of
camera module products in terms of multi-camera, ultra-high pixel,
optical zoom and optical image stabilisation, leading to a stable
development of camera modules in the smartphone field.
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Management Discussion and Analysis

Meanwhile, other markets that make high use of intelligent
vision products, including the automotive and Internet of Things
(IoT) sectors, have also resumed growth as China’s economy
continues to stabilise. According to data disclosed by the Ministry
of Commerce of the PRC in July this year, the sales volume of
new motor vehicles achieved a faster growth in the first half of
2021, which was nearly 12.9 million units during the Period, up
25.6% year-on-year and 4.4% over the first half of 2019. The sales
volume of new energy vehicles reached 1.2 million units during
the Period, accounting for more than 9% of new motor vehicle
sales volume and representing a two-fold increase year-on-year.
According to the forecast issued by S&P Global Ratings in August
this year, the wholesale volume of the new energy vehicles in PRC
of 2021 and 2022 is expected to raise to 2.4 million units and
3.4 million units, representing a year on year growth of 75% and
40%, and |oT terminals will also enter into a rapid growth period.
According to the data from International Data Corporation (IDC),
the global connections of loT for 2024 will be approximately 65
billion units, being 11.4 times over the connections of mobile
phones. The rapid growth of smart vehicles and loT terminals in
China will motivate the increase in demand for camera modules in
the non-handset application market, generating new opportunities
for development of camera modules business.

With the trust and supports of customers coupled with the joint
effort of all employees, the Group has overcome a series of
challenges arising from the pandemic, intensified geopolitics and
weak consumer confidence to sustain the growth momentum of
last year. During the Period, the Group set a new high in sales
revenue and net profit in corresponding periods, and continued to
implement three strategic goals, including: (i) further improvement
of the product mix of camera modules, with the proportion of high-
end products with resolutions of 32 mega pixels and above hitting
a record high; (i) more balanced and comprehensive coverage of
major mobile phone brand customers adopting Android system
at home and abroad, with increasing market share from new
customers; and (iii) increased proportion of non-handset business,
with the growing number of customers and projects for automotive
camera modules and loT module products.
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Management Discussion and Analysis

B READR

During the Period, the Group’s sales volume grew steadily year-
on-year, with the sales volume of camera modules and fingerprint
recognition modules increasing by approximately 24.2% and
approximately 38.8% respectively, higher than the growth in sales
volume of global smartphones for the same period, driving the
Group’s sales revenue to approximately RMB9,335,841,000,
representing a year-on-year increase of approximately 6.1%
from approximately RMB8,802,020,000 for the Corresponding
Period. During the Period, the proportion of the Group’s sales
volume of camera module products with resolutions of 32 mega
pixels and above in the total sales volume of camera module
products increased by approximately 4.2 percentage points
to approximately 32.4%, slightly higher than the development
objectives set at the beginning of the year. However, the proportion
of the sales volume of camera module products with resolutions
of 10 mega pixels and above in the total sales volume of camera
module products decreased by approximately 2.7 percentage
points year-on-year to approximately 70.8%, resulting that
the average unit sales price of camera modules in the Period
decreased by approximately 12.4% year-on-year to approximately
RMB37.5 from approximately RMB42.8 in the Corresponding
Period, but increased by approximately 6.5% on a half-on-half
basis from approximately RMB35.2 in the second half of last year,
reflecting that the upgrading on specifications of camera module
products has got back on track along with the alleviation of the
CQOVID-19 pandemic.

During the Period, the sales volume of camera module
products of the Group reached approximately 223.80 million
units, representing a stable increase of approximately 24.2%
as compared with approximately 180.21 million units in the
Corresponding Period. Such increase was mainly due to: (i) the
continuous improvement of the Group’s market share in most
Android handset customers as a result of the Group’s sound sales
strategy and customers’ further recognition of product quality
and comprehensive capabilities; (i) the continuous increase in
the proportion of smartphones with tri-camera and quad-camera
design, resulting in a greater growth of overall mobile phone
camera modules than smartphones; and (jii) the continuous growth
shipment of the Group’s camera module products in the loT
and automotive fields. Nevertheless, the growth in sales volume
of camera modules was still below the development obijectives
set at the beginning of the year, mainly due to: (i) the impact of
pandemic prevention measures on local production activities of our
customers, resulting from the rebound of the COVID-19 pandemic
in India in the second quarter; and (i) the continuous negative
impact on the shipment of smartphone products due to the on-

going shortage of semiconductor production capacity.
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Management Discussion and Analysis

During the Period, the sales volume of fingerprint recognition
module products of the Group reached approximately 55.43
million units, representing a year-on-year increase of approximately
38.8% as compared with approximately 39.93 million units in
the Corresponding Period. Such increase was mainly due to: (i)
the relatively stable competition in the industry and the Group’s
advantages in technology, cost structure and scale, which enabled
it to capture market share; and (i) the tendency of mobile phone
designs to adopt more new products such as side-mounted
capacitive fingerprint recognition modules and optical under-
glass fingerprint recognition modules, which suppliers of smaller
scale are hard to adapt to, leading to the continuous market
concentration on the top players. However, the average unit sales
price of fingerprint recognition modules significantly decreased
by approximately 36.9% from approximately RMB26.2 in the
Corresponding Period to approximately RMB16.6, mainly due to:
(i) lower cost for chips for optical fingerprint recognition modules,
which reduced the overall product price; and (i) slower upgrade of
product mix as a result of the delayed launch of new large-size and
ultrathin fingerprint recognition module products by mobile phone
brands.

During the Period, the gross profit margin of the Group was
approximately 11.6%, representing an increase of approximately
3.3 percentage points as compared with approximately 8.3% in
the Corresponding Period. Such increase was mainly due to the
Group’s continuous optimization of the product mix of camera
modules during the Period, which enhanced the added value of
camera module products.

The Group has always strived to position itself as an advanced
intelligent vision product system company serving its intelligent
mobile terminal customers including smartphones, automobiles,
smart homes and other l0T application scenarios. In addition to the
smartphone segment, after years of hard work and collaboration
by the Company, substantial improvements have been achieved
in various market segments such as camera module products in
automotive and loT fields.
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Management Discussion and Analysis

B READR

The automotive camera modules play an important role in the
continuous improvement of the intelligence of automobiles
through the installation of advanced sensors and other devices,
the use of artificial intelligence and new technologies such as 5G
communications, all of which are key battlegrounds for intelligent
vision system companies. After nearly four years of development
and accumulation, the Group’s automotive business department
has established capability of providing quality services for
numerous automotive projects simultaneously, and will implement
the following development strategies: on the one hand, the Group
focuses on three high-end automotive camera module products,
namely Advanced Driver Assistance System (ADAS), Intelligent
Cabin (In-Cabin) and Surround View, cooperates with domestic
and global OEMs through Tier 1 customers, and simultaneously
carries out vertical integration of key components. Currently, the
Group’s products have been delivered and used in the vehicle
models of SGMW, Geely Auto, XPeng, Foton Daimler and other
brands, and have obtained the certification of qualified suppliers
from various vehicle companies. Such collaborative experience
will generate sound spillover effects for the Group and build up its
reputation, further extending the Group’s strengths in intelligent
vision products for mobile phones to the automotive field. On
the other hand, our team will closely monitor the development
opportunities of other automotive optical products such as LIiDAR
and HUD, and seek suitable entry points to integrate with the
overall layout of automotive sensor products, so as to prepare for
the industry to move forward to L3 or higher level of automated
intelligent driving.

At the same time, the Group has also made significant and
substantial progress in the development of loT intelligent vision
products. In many application scenarios, the Group has taken the
lead in entering fields with larger scale and higher specification
optical products such as drones, sweeping robots and smart
wearable devices, and established solid cooperative relationships
with leading players such as DJI, ECOVACS and Little Genius (/)»
X7, to provide, including but not limited to, quality products
such as gimble image stabilisation modules, obstacle avoidance
modules, wearable camera modules and etc., driving continuous
increase in market share. With the Group’s understanding,
design, processes and mass production capabilities of micro-
optical module products, we are expected to accelerate our
business expansion in the loT field and strive for higher revenue
contribution.
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Management Discussion and Analysis

During the Period, the Group continued to promote the research
and development (the “R&D”) of high-end camera module
products, strengthen the R&D of new materials, new processes
and new products, resulting in a remarkable improvement in the
functions and performance of camera module products. Currently,
the Group has become one of the three largest high-ended camera
module manufacturers in the PRC with single camera modules
with resolutions of 32 mega pixels and above. Not only has the
Group successfully put into mass production and sale of 64
mega pixels and 108 mega pixels products, but it has also fully
mastered the production process of various products such as
large-chip and different sizes of pixel, being the main supplier of
fixed-focus, automatic focus, telescope and wide-angle camera
module projects for the flagship models of multi-brand customers.
At the same time, the R&D team has focused on pre-researching
the process capabilities of Sensor Shift, sensor automatic focus
(Sensor AF), multi-group lens AA (MLAA) and dToF modules. The
projects have gradually entered the stage of sampling delivery
and project approval, which fully demonstrates the Group’s
determination to accelerate its investment in R&D, master the
industry-leading technologies in advance and consolidate its
position as a leading enterprise in intelligent vision products.

During the Period, the Group’s market share in camera modules
and fingerprint recognition modules continued to improve. In
order to quickly respond to customer demands, the expansion of
production capacity at the third phase of the production base in
Kunshan and the second phase of the production base in India
was progressing in an orderly manner, to meet the continuous
growing demand in three applications, namely mobile phone,
automotive and loT sectors.
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Management Discussion and Analysis

B READR

In summary, development opportunities and challenges coexist in
the camera module and fingerprint recognition module industry
in the future. In the long run, with the continuous specification
upgrading of optical products in the fields of handset terminals,
automotive and 10T, together with the increasingly complex optical
product design and structural design of camera modules, camera
module manufacturers who process capabilities of integrating
upstream component design and large-scale automated
production will be expected to stand out in fierce competitions
and become a leader in providing integrated intelligent vision
solutions. The directors of the Company (the “Directors”) believe
that with its continuous effort in promoting large-scale intelligent
manufacturing, R&D of new technology and vertical integration,
firmly propelling the strategies in platform, components as well
as system integration, adhering to a customer-centric service
strategy, firmly promoting lean management, the Group will be able
to maintain its relatively long-term competitiveness, provide high-
end and high quality products and quick response services for our
general customers, and ultimately strive to achieve the vision of the
Group as “to illuminate machines”.

PROSPECTS

The Directors consider that the geopolitical situation is still
intense, the international trade barriers have yet to be removed,
and some countries are reintroducing severe social restrictions
due to material impact from the variants of the COVID-19
outbreak, all of which continue to pose significant macroeconomic
uncertainties. According to a report released in July this year by
Techno Systems Research Co. Ltd (“TSR”), an independent third-
party research institution, the growth rate of global smartphones
was expected to be 5.8% in 2021, slightly lower than the general
market forecast of 8%-10% at the beginning of the year, with
the downward adjustment mainly due to the ongoing pandemic
and tight supply of some semiconductor parts and components.
Although the global economy still faces great uncertainty in the
short term, the Directors believe that 5G is one of the definitive
directions for global technology and economic development, and
intelligent mobile terminals, such as smartphones, smart vehicles,
smart homes, smart wearable and etc., are important carriers for
the further commercialisation of 5G and the popularisation of IoT.
Therefore, there remains good development opportunities and
broad development prospects for the intelligent mobile terminal
industry. As a fundamental communication network, 5G will
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change users’ information consumption habits and completely
lift the bandwidth limit of emerging applications. According to
the data released by the Ministry of Industry and Information
Technology of the PRC on 13 July 2021,

shipment of 5G smartphones in China reached approximately 128

the accumulated

million units in the first half of 2021, accounting for approximately
73.4% of smartphone shipment in the same period. 110 new
models were launched, representing a year-on-year increase of
1.9% and accounting for 51.6% of the number of new models
launched in the same period. According to the forecast data
from independent third-party research institutions, the number of
global 5G mobile phone users will reach 2.5 billion by 2025, and
Chinese products will continue to account for approximately half
of the global market share. Driven by the popularisation of 5G,
the progress of intelligent driving has also accelerated. According
to forecasts by independent market research institutes and key
securities traders, the proportion of passenger vehicles in China
meeting the combined assisted driving (L2) and conditional
autonomous driving (L3) levels as defined by the International
Society of Automotive Engineers (SAE) will reach 30% and 12%
respectively by 2025, while the number of camera modules used in
both of which will reach approximately 3 and 8 units respectively,
which are much higher than the current average number of
approximately 1.7 units used per passenger vehicle. In terms of
the loT, an independent third-party research institute released
the Worldwide loT Spending Guide 2021 V1 ({20218V1&Ik
YIBGAESZ 5/ )) in June this year, estimating that worldwide
loT spending will reach US$690.47 billion in 2021 and US$1.1
trillion in 2025, with a compound annual growth rate of 11.4%. In
particular, China’s market share will increase to 25.9%.
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The intelligent vision systematic product is still one of the highlights
that consumers are most concerned with when purchasing
intelligent mobile communication terminals, and is also one of
the important interfaces for information interaction in new loT
fields such as automobiles and smart homes. Therefore, the
Directors remain confident in the long-term development prospects
of the intelligent vision industry, and will continue to establish
technological advantages by promoting the R&D of new materials,
new processes and new products, further enhancing profitability
by optimising customer structure and improving product mix,
improving production efficiency and reducing manufacturing costs
by further strengthening production automation and striving to
move towards intelligent production, enhancing risk prevention
capability by strengthening internal control management, and
strengthening the systematic capability of intelligent visual
products by further promoting vertical integration of core parts and
components, so as to enhance the core competitiveness of the
Group.

The Directors are unswervingly committed to the strategy of
continuously promoting the development of intelligent vision
systematic products. The Directors believe that the importance
of camera modules in mobile terminals has increased and the
changes in the technological trend of the industry in recent years
will be beneficial to the first-tier module manufacturers with vertical
integration capabilities. The main reasons are as follows: (i) the
trend of consumers’ demand for higher quality intelligent vision
systematic products remains unchanged, but the upgrade path
has gradually shifted from focusing on optical lens design and
semiconductor chip design in the past to strengthening structural
design, such as new optical image stabilisation, continuous
optical zoom, variable aperture, etc. The upstream materials
used in camera modules tend to be customised and require
module manufacturers to be highly involved in product design and
coordination integration, which will help module manufacturers
to increase the added value of products; and (ii) the increase in
the popularity of 5G commercial applications and 3D imaging
applications will continue to change the habits of mobile phone
users, whereas more applications of dynamic shooting, games and
AR/VR will continue to enhance the iteration of the specifications
of mobile phone camera modules; (i) automotive camera modules
provide an interactive information entrance for drivers. Unlike
laser radar, which is mainly used as a distance measurement, it
is the only sensor used in vehicles for objects sensing. It will be
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used in large-scale driving assistance systems for road conditions
sensing, surround view parking or driver fatigue detecting. The
increased penetration rate of intelligent driving systems will
significantly increase the adoption of camera modules and impose
more stringent requirements on specifications; and (iv) the rapid
growth of the 10T market also brings opportunities to the intelligent
vision industry. In particular, the pandemic has changed the way
people interact with one another, and the consumption habits
of users were passively changed by the noncontact economy.
In addition, the 5G network has empowered various artificial
intelligent products, providing the necessary conditions for the
Internet of Everything. The sub-markets such as service robots
such as sweeping robots, delivery robots and drones are expected
to have significant growth. In particular, the functional requirements
such as the path identification, the target identification and the
avoidance of obstacles will bring new opportunities to the camera
module industry.

In the past two years, the Group has laid a solid foundation in
terms of technology layout, customer layout and product layout of
camera modules used in automotive and IoT fields, and achieved
mass production. In the future, the Group will focus on securing
more new projects and capacity construction, endeavoring to
expand production scale in the short to medium term, and strive
to become one of the major manufacturers in the industry. At
the same time, the face recognition function of mobile payment,
wearable devices, smart home and other new consumption
patterns are emerging, which will provide favorable conditions
for the Group’s development in line with consumers’ pursuit of a
healthy and convenient lifestyle.
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The Directors also fully recognized that the global political and
economic cooperation was still weak with the rise of trade
protectionism, and the COVID-19 pandemic has not yet been
extinguished, the monetary policies of major economies may
be subject to substantial adjustments, which leads to relatively
large uncertainties to the global economic growth. Despite facing
various challenges ahead, the Directors believe that opportunities
and challenges come in pairs. The Group will adhere to the vision
of “to illuminate machines”, actively strengthen the capacity
building in three aspects, namely optical design, computing
imaging and system integration, continue to strengthen the R&D
of new materials, new processes and new products, continue
to improve the large-scale automated precision manufacturing
capabilities, continue to promote the construction and expansion
of production bases in India, actively promote lean management,
actively carry out customer relationship marketing, actively strive
to increase the share of customer cooperation, and continuously
enhance the Group’s core competitiveness. The Group will also
focus on promoting the development of high-end products such
as high pixel camera modules, multi-camera modules, optical
image stabilisation modules, ToF modules, periscope camera
modules and optical under-glass fingerprint recognition modules
in various forms, and assist in promoting the development
of the camera module lens, 3D module lens and under-glass
fingerprint recognition module lens of Newmax Technology Co.,
Ltd. (“Newmax Technology”’, a company listed on the Taipei
Exchange in Taiwan, stock code: 3630), the associate company.
The Company will strive to strengthen the technical cooperation
and resource integration of camera modules and key components
such as lens sets, and strive to achieve further breakthrough in the
application of camera modules in non-mobile phone field.
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At the same time, the Directors believe that opportunities are
reserved for those who are ready at all times, and that being
prepared is not only about the present, but also about the future.
In this regard, the Company held a Board meeting on 25 August
2021, at which the Resolution on Strategic Planning for the Five-
Year (2021-2025) Operation and Development of Q Technology
(Group) Company Limited (the Strategic Planning for the Five-Year
(2021-2025) Operation and Development of Q Technology (Group)
Company Limited ((E#AFH% () BIRAQ B A5 (2021-20255F)
LS EBRRIEE)), the “Strategic Planning”) was considered
and approved to guide the Group’s operation and development in
the next five years. The main contents of the Strategic Planning are
as follows:

I. Background on the Strategic Planning

1. Macro background: On the one hand, the world is facing
political changes, the international political situation
is becoming more complex, trade protectionism and
ideological competition are on the rise, and the impact of
the COVID-19 outbreak is widespread and far-reaching.
All of these indicated that the uncertainty and instability
of global economic development have increased. On
the other hand, a new round of technological revolution
and industrial transformation is developing in depth, and
China is at a critical stage of dual upgrade of industries
and consumption. Innovation has become the main
driver of economic development. In today’s world, there
are both opportunities and challenges.
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2.

3.

Policy background: Optics and optoelectronics industry
is one of the strategic industries supported by the
PRC. In order to promote sustainable and healthy
development of the industry, Chinese governments at all
levels have issued a series of supportive policies, such
as “13th Five-Year” National Science and Technology
Innovation Plan (M+=FIBEREIZEIFETE)), “13th
Five-Year” National Development Planning on Emerging
Sectors of Strategic Importance ({I+ =11 B 8L
MErEIER RIS )), “13th Five-Year” Information
Industry Development Guide (+=HIEEEXERE
$57)), and the National Guidelines for Developing the
Standards System of the Internet of Vehicles Industry
(Related to Intelligent Transportation) (¢Bl%< B2 549 2= 2
IRERRERIER (BEBAER))). These policies
encourage the development of a new generation of
optics and optoelectronic components, providing strong
policy support for the development of such as camera
module and other optics and optoelectronics industry.

Industry background: In the Al-driven loT era, optics
+ mathematics propel advances of visual technology
which, plus rapid development and application of 5G
communications, intelligent driving, 3D Sensing and
other technologies, have promoted the camera as the
most important information acquisition interface and thus
is more widely used in the Metaverse, mobile phones,
vehicles, smart homes, |oT and other fields. The further
demand for privacy and security from individuals and
families is driving the widespread use of fingerprint
recognition modules in intelligent mobile terminals such
as handsets and computers. In the future, in addition
to the specification upgrading and increase in number
of camera modules used in smartphone applications,
smart vehicles, AR/VR, smart homes and loT intelligent
terminals and other new products will become an
important driver of further growth in the camera module
industry. The upgrade of visual system and optical
components will also become an important driver of
innovation and growth of intelligent terminals in the
above fields.
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4. Development of the Group: Since its establishment in
2007, the Group has rapidly developed into a leader in
the camera module and fingerprint identification module
industry. During the five financial years from 2016 to
2020, the Group’s revenue grew at a compound annual
growth rate of approximately 51.2% as compared to its
revenue in 2015, and it has achieved rapid growth in
revenue and profit, continuous improvement in customer
structure, continuous optimization of product mix, full-
scale roll-out of automated production, initial success
in internationalization, and gradual commencement
of vertical integration...... The Group is facing good
development opportunities and is at an important stage
of rapid development of camera module applications and
vertical chain integration in the automotive and IoT fields,
based on smartphone camera modules.

Strategic Objectives

In the Al-driven IoT era, the Group will continue to uphold the
mission of “to illuminate machines” and adhere to the values
of “focusing on excellent customer experience, upholding
striver spirit and operating business with craftsmanship”.
Concentrating in the integrated intelligent vision system
industry, the Group aims to become a leader in providing
integrated intelligent vision solutions in China, taking camera
module products as the cornerstone and upstream key
components vertical integration as a means. In the next five
years, the Group will strive to achieve the following objectives:

1. Industry positioning: To rank (i) top two in terms of sales
scale of smartphone camera module in China; (i) top
two in terms of sales scale of fingerprint identification
module in China which is comparable to the scale of
major peers; and (jii) top five in terms of sales scale in the
automotive camera module industry.
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2. New fields: To pursue aggressive progress in automobile,
AR/VR, smart home and IoT fields, and allow revenue
from these fields account for one-fourth or more of the
total revenue from camera module products.

3. Vertical integration: With module packaging and
testing as the cornerstone, to bring into play abilities to
integrate the industry chain, and keep determined to
extend development to upper reaches of the industry
chain, leading the industry with its capability to provide
integrated intelligent vision solutions.

Development Principles

In the future, the Group will follow the development principles
of “innovation, expansion, integration and balance” and
continue to focus on the intelligent vision industry. It will
take technology R&D and product innovation as the driving
force to steadily expand capability and service areas,
accelerate integration of resources in the upstream of the
industry chain, and adhere to the balanced strategy of
both development and risk control. The Group will strive
to optimise its internal resource allocation and business
structure, building a business structure system consisting of
four major segments, namely smartphone, automobile, loT
and industrial investment, so as to establish and improve its
core competitiveness engaging in a complete intelligent vision
industry chain. We will build up our own capabilities in terms
of commercial, delivery, quality, technical, service, customer
relationship and operational capability to provide integrated
intelligent vision solutions for our customers, and improve the
overall operational efficiency and profitability of the Group.

() Smartphone

1. Target customers: Leading global smartphone
brands and manufacturers.

2. Basic orientation: To meet the broad, diverse and
rapidly changing needs of our customers.

3. Capability development:
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R&D: The Group will continue to enhance
R&D investment in products, materials and
processes to form a strong competitive
edge in the R&D and design of intelligent
vision products, so as to satisfy customers’
comprehensive demand for camera modules
in terms of size, functionality, performance
and cost, as well as for fingerprint recognition
modules of different types.

Manufacturing: With the COB process as
the cornerstone, the Group will continue to
promote the industrial 4.0 mass production
infrastructure. It will continue to promote
the construction of a manufacturing system
with automatic production, digital process
and intelligent control in accordance with the
construction standards of a fully automated
digital intelligent factory, fully realise lean
production management, maintain its
leading position in the industry in terms of
manufacturing first pass yield and efficiency
and develop our FC process capabilities when
opportunities arise. At the same time, we will
simultaneously promote the construction and
expansion of two production and research
bases in Kunshan and India, and gradually
push ahead the construction of production
and research bases in other overseas
countries. The Group endeavours to establish
an international presence and enhance its
ability to serve global smartphone brands and
manufacturers.
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Integration: Using module packaging and
testing as a platform, we will extend our
capabilities to upstream components,
developing lenses, voice coil motors, circuit
boards, filters, automated equipment and
testing software. We will further develop our
ability to provide complete integrated module
solutions to provide customers with optical
module solution services rather than just
optical module packaging and testing services.

() Smart Vehicles

Target customers: Starting from serving the
PRC’s leading automobile brands and the
world’s leading smart vehicles automotive
system solution provider, we will eventually
develop into a core partner of automotive
camera module and its key components for the
world’s leading automobile brands and smart
vehicles automotive system solution provider.

Basic orientation: To meet the broad, diverse
and long lifecycle needs of our customers.

Capability development:

(1) R&D: Continuously strengthen the R&D of
packaging and testing technologies and
material technologies for DMS, surround
view, perimeter view and ADAS modules
to form an industry-leading R&D and
design capability for automotive camera
module products.
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Manufacturing: In order to meet the higher
safety standards of automotive camera
and to improve their features such as high
temperature resistance, anti-magnetic,
shock resistance and long service life, it
iS necessary to enhance the capabilities
of laboratory simulation, active alignment
(AA) and internal reference calibration.

Integration: Using module packaging and
testing as a platform, we will develop
product capabilities in different processes
and specifications for automotive module
lenses, camera modules, laser/mm-
wave radar and head-up display (HUD)
to provide customers with a full matrix of
services for automotive modules +.

In addition to smartphone and smart vehicles

business segments, the Group will continue to

develop its intelligent vision products business

in other consumer electronics fields, in particular
the loT field. The Group’s business in the loT field
will adopt a marketing strategy of 1+6+X, to be

specific, namely:

Focusing on intelligent visual products in the
loT field; and

Starting from the six niche markets of drones,
smart wearable, smart home, smart audio/
video screens, laptops and AR/VR, we will pay
close attention to the demand for intelligent
vision products in other loT fields (X) at the
same time and grow into a leader in the
camera module industry in the IoT field of
consumer electronics.
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(IV) Industrial Investment

1. Guiding ideology: The investment serves
industrial layout and long-term development,
and strategic planning of industry development
guides the specific direction of investment.

2. Key directions: Electronic components,
software services, algorithms and storage in
the upstream of the intelligent vision industry;
specific applications and intelligent terminals
in the downstream of the intelligent vision
industry; intelligent vision products in the
digital society (Metaverse) with virtual-real
symbiosis, to establish a closer cooperation
with upstream and downstream partners,
thus facilitating the Group to develop stronger
intelligent vision systematic capabilities more
rapidly.

IV. Safeguards for Strategic Planning

24

Talent and organisation: Adhering to the concept
of “talent is the first productive force”, the Group
continues with the multi-pronged approach of internal
training, external introduction and school-enterprise
cooperation to cultivate talents, actively promote echelon
construction of high-end technical, management,
marketing and risk control talents, and strive to establish
a multi-tiered, diverse and responsible talent team.
We will establish a distribution mechanism based on
responsibility and contribution, and adopt diversified
incentives such as equity, salary, bonus and training
based on humanistic care. We provide clear guidelines
for career development planning and clear paths of
advancement, as well as livable staff dormitories,
canteens, sports, learning and entertainment venues to
stimulate organisational vitality, in an effort to make our
staff receive the best spiritual and material rewards in the
industry.
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Management Discussion and Analysis

Corporate culture construction: The Group will insist on
the concept of “unified values are the spiritual contract
of Q Tech’s staff’, guiding all staff to form the sense
of mission of “to illuminate machines”. The Group
establishes the values of “focusing on excellent customer
experience, building on team contribution, upholding
striver spirit and operating business with craftsmanship”
through training, preaching, setting up examples and
incorporating into the assessment. This will lay a spiritual
foundation for the Group’s development and growth
and create a spiritual bond for all staff to enhance their
cohesiveness.

System: We will develop excellent and empowering
management and service systems. On the one hand,
with high-quality product production and delivery as
the core, and riding on the six technical platforms of
design, process, equipment, material, software and IT,
we will build a sound industrial Internet mass production
system, gradually realise production automation,
process digitization and control intelligence, and form
a closed-loop system of market insight, customer
demand, product research and development, project
follow-up, quality control, production delivery, after-
sales service and benchmarking to guarantee quality
product delivery to customers. On the other hand, we
will comprehensively build an empowering organizational
management system, to promote the establishment and
improvement of control processes and systems such as
integrated product development (IPD) and leads to cash
(LTC).
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4. Compliance and risk control: We will firmly implement
the balanced development and risk control concept of
“compliance with the law, development accompanied
with risk control”. On the one hand, the Group will
advocate compliant operation and guide all staff to
establish the awareness of operation according to
the law and strictly comply with relevant domestic
and international laws and regulations and industry
guidelines. We will focus on integrity building and
information disclosure to prevent insider trading, illegal
trading and false trading. We will also adhere to our ESG
philosophy of “treating environmental protection as our
key responsibilities” to practice environmental protection
and staff care and protection. On the other hand, the
Group will continue to establish a sound management
structure and internal control procedures in accordance
with the requirements of good corporate governance.
It will strengthen financial and capital management,
maintain the supervision mechanism of review of action
and effective authorization; create a good atmosphere
for healthy development and compliant operation, and
establish a sound auditing mechanism with both internal
and external audits. The Group will build up a solid
defence for its sustainable development by putting in
place measures where appropriate.

The Directors are confident in leading the Group to embrace the
challenges, make further efforts to achieve good development
and strive to create greater value for the shareholders of the
Company (the “Shareholders”). However, the Strategic Planning
is developed by the Directors based on the current operating
conditions of the Group, the market environment and the forecast
of the future development of the industry. Subject to the changing
macroeconomic environment, industry development trend, the
Group’s operating conditions and etc., the Company may not be
able to achieve or fully achieve the Strategic Planning, and may
make corresponding adjustments to the Strategic Planning in
accordance with the market situation and actual operating and
development needs. Therefore, the forward-looking statements
in the Strategic Planning regarding the development objectives
and business plans of the Company and/or the Group do not
constitute a commitment by the Company to its Shareholders or
potential investors.
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Management Discussion and Analysis

FINANCIAL REVIEW

Revenue

During the Period, the revenue of the Group was approximately
RMB9,335,841,000, representing an increase of approximately
6.1% as compared with approximately RMB8,802,020,000 of
the Corresponding Period. The increase in revenue was mainly
attributable to the solid growth in the sales volume of camera
modules as compared with that of the Corresponding Period due
to the improvement of the Group’s customer structure during the
Period.

Cost of sales

As a result of an increase in revenue during the Period, cost
of sales of the Group increased by approximately 2.3%
to approximately RMB8,253,076,000 as compared with
approximately RMB8,070,013,000 of the Corresponding Period.
The increase in cost of sales was primarily attributable to the
increase in cost of raw materials due to the expansion of sales
scale, and the increase in labour costs by approximately 17.1%
from approximately RMB347,307,000 in the Corresponding Period
to approximately RMB406,869,000 in the Period due to the
increase in average remuneration of employees.

Gross profit and gross profit margin

During the Period, gross profit of the Group was approximately
RMB1,082,765,000 (the Corresponding Period: approximately
RMB732,007,000), representing a year-on-year increase of
approximately 47.9%, while gross profit margin was approximately
11.6% (the Corresponding Period: approximately 8.3%). The
significant increase in gross profit margin was mainly attributable to
the Group’s continuous optimization of the product mix of camera
modules during the Period, which enhanced the added value of
camera module products.
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Other revenue

During the Period, other revenue of the Group was approximately
RMB44,008,000, representing a decrease of approximately
42.5% as compared with approximately RMB76,583,000 of
the Corresponding Period. The decrease in other revenue was
primarily due to the decrease in government grants included in
other revenue, which decreased by approximately RMB36,912,000
from approximately RMB70,359,000 of the Corresponding Period
to approximately RMB33,447,000 of the Period.

Other net loss

During the Period, the Group recorded other net loss of
approximately RMB30,063,000, representing an increase of
approximately 72.9% as compared with net loss of approximately
RMB17,387,000 in the Corresponding Period. Such other net loss
was mainly attributable to: (i) impairment provision for interest in
an associate of approximately RMB22,222,000 made during the
Period, and no such provision was made during the Corresponding
Period; (ii) provision for impairment loss of assets of approximately
RMB20,678,000 made on certain property, plant and equipment
due to the restructuring of the asset and business during the
Period, and no such provision was made during the Corresponding
Period; and (iii) net loss on foreign currency exchange option
contracts of approximately RMB13,289,000 (the Corresponding
Period: net gain of approximately RMB12,391,000).

Selling and distribution expenses

During the Period, selling and distribution expenses of the Group
amounted to approximately RMB6,919,000, representing a
decrease of approximately 33.2% as compared with approximately
RMB10,362,000 of the Corresponding Period. The ratio of selling
and distribution expenses to revenue was approximately 0.1%,
which was at similar level of that of the Corresponding Period.
Such decrease was mainly attributable to the reclassification of
express expenses from selling and distribution expenses to cost of
sales.
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Administrative and other operating expenses

During the Period, total administrative and other operating
expenses of the Group amounted to approximately
RMB82,620,000, representing an increase of approximately
16.9% as compared with approximately RMB70,646,000 of the
Corresponding Period. The change in administrative and other
operating expenses was mainly attributable to the increase of
staff salaries and labour expenses by approximately 17.6% from
approximately RMB31,430,000 of the Corresponding Period to
approximately RMB36,950,000 resulting from the increase in
number of staff and average salary.

R&D expenses

During the Period, the total R&D expenses of the Group
amounted to approximately RMB317,697,000, representing an
increase of approximately 9.3% as compared with approximately
RMB290,751,000 of the Corresponding Period. As the Group
actively recruited R&D talents to strengthen its research and
development of camera module products applicable in automotive,
loT and other fields, there was a significant increase in R&D staff
costs as compared to that of the Corresponding Period.

Finance costs

During the Period, the finance costs of the Group was
approximately RMB14,765,000, representing a decrease
of approximately 49.2% as compared with approximately
RMB29,081,000 of the Corresponding Period. The decrease
in finance costs was mainly attributable to a decrease in the
annual interest rate of bank borrowings as compared to that
of the Corresponding Period as a result of the Group’s active
restructuring of bank borrowings.
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Share of loss of an associate

During the Period, Newmax Technology, an associate of the
Company, recorded a loss. The share of loss of an associate
attributable to the Company was approximately RMB18,213,000,
representing an increase of approximately 18.4% as compared
with a loss of approximately RMB15,386,000 for the
Corresponding Period.

Income tax expenses

During the Period, income tax expenses of the Group was
approximately RMB85,755,000, representing an increase of
approximately RMB46,300,000 or approximately 117.3%
as compared with approximately RMB39,455,000 of the
Corresponding Period. The increase in income tax expenses
was mainly attributable to profit before taxation of approximately
RMB656,496,000 recorded by the Group during the Period,
which increased by approximately 75.1% as compared with
approximately RMB374,977,000 of the Corresponding Period.

Profit for the Period

Based on the foregoing, the Group recorded a profit of
approximately RMB570,741,000 for the Period, representing
a significant increase of approximately 70.1% as compared to
approximately RMB335,522,000 of the Corresponding Period. The
significant increase in profit was mainly attributable to the solid
growth in sales revenue as well as the significant increase in gross
profit margin of the Group during the Period.

30

Q Technology (Group) Company Limited Interim Report 2021

FEALEHE AR 1R

ANERE > A AB N —KEE QAR ME
MEREEERE AR EEHRE RS
BIEL A AR 118,213,000 » B [F A
MEIE4 AR 115,386,0007T 1 049
18.4%©

FRISI X

NEAE  AEBEBNFAEREROAA
F185,755,00070° REIHANA AR
89,455,0007T 18 104 A R #46,300,000
TTHRA117.3% FIERMERERETIER
R ABREAEERERREDEFAA
FE 1£656,496,0007T > BB HAM A A R &
374,977,000 E4975.1% ©

2 HA F) g

RiE EXFral » AHRE  AE B 815 a
&= AR EES70,741,0007T > B [E HA
B4 A R #335,522,0007T K 1218 MN49
701 %@ ABEREEZZHENNE
HEAEENEERARBERES
HREFRRIR 7T o



Management Discussion and Analysis

LIQUIDITY AND FINANCIAL RESOURCES

Bank Borrowings

As at 30 June 2021, the Group’s bank borrowings amounted to
approximately RMB1,637,985,000, representing a decrease of
approximately 23.2% from approximately RMB2,133,257,000 as
at 30 June 2020 and representing an increase of approximately
29.7% from approximately RMB1,2683,232,000 as at 31
December 2020. Among the borrowings, short-term borrowings
repayable within one year or on demand were approximately
RMB1,5569,029,000 whereas long-term borrowings were
approximately RMB78,956,000.

As at 30 June 2021, the Group’s bank borrowings were mainly
denominated in RMB and/or USD. The cash flow overview of the
Group for the six months ended 30 June 2021 and 2020, was set
out as follows:
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As at 30 June 2021, the cash and cash equivalents of the Group
amounted to approximately RMB1,299,826,000, representing an
increase of approximately RMB668,985,000 from approximately
RMB630,841,000 as at 30 June 2020, and representing a
decrease of approximately RMB683,690,000 from approximately
RMB1,983,516,000 as at 31 December 2020. The decrease in
cash and cash equivalents as compared with that of the end of last
year was mainly attributable to the net cash outflow from operating
activities as the Group increased its stock of key materials such as
chips to cope with future delivery demands, while sales in the later
period of the Period have not yet been collected.

Operating activities

During the Period, the Group recorded a net cash outflow in
operating activities of approximately RMB209,300,000, while a net
cash inflow of approximately RMB659,372,000 was recorded in
the Corresponding Period, mainly because the Group increased its
stock of key materials such as chips to cope with future delivery
demands, while sales in the later period of the Period have not yet
been collected.

Investing activities

The net cash outflow used in investing activities of the Group
during the Period amounted to approximately RMB150,376,000,
while the net cash outflow used in investing activities amounted
to approximately RMB319,297,000 in the Corresponding Period.
The net cash outflow used in investing activities of the Group
during the Period was mainly due to the investment in plant
expansion and purchasing equipment amounted to approximately
RMB246,300,000.
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Financing activities

The net cash outflow used in the financing activities of the Group
during the Period amounted to approximately RMB316,397,000
(the Corresponding Period: approximately RMB119,870,000),
which was mainly attributable to: (i) a cash inflow of bank
borrowings of approximately RMB1,145,747,000 and a cash
expenditure of bank borrowing repayment of approximately
RMB1,233,544,000 during the same period; (i) the change in
pledged bank deposits used as guarantee for bank borrowings of
approximately RMB208,519,000; (iii) the receipt of a subscription
amount for ordinary shares of the Company of approximately
RMB59,036,000 from employees exercising their share options
under the share option scheme of the Company; and (iv) the
completion of payment of a final dividend for the year 2020 of
approximately RMB48,603,000 by the Company during the Period.

Gearing ratio

The gearing ratio of the Group as at 30 June 2021, as defined
by the balance of bank borrowings and lease liabilities divided by
total equity at the end of the Period, was approximately 38.3%,
representing a decrease of approximately 30.5 percentage
points from approximately 68.8% as at 30 June 2020, and
representing an increase of approximately 3.7 percentage points
from approximately 34.6% as at 31 December 2020, which
was mainly attributable to: in order to meet the demand for
production capacity investment and working capital, the balance
of the Group’s bank borrowings increased by approximately
RMB374,753,000 as at 30 June 2021 as compared to that of 31
December 2020, and at the same time, the Company completed
the payment of a final dividend of approximately RMB48,603,000
for the year 2020 during the Period.
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TREASURY POLICIES

The Group’s treasury policy was disclosed in the prospectus of
the Company dated 20 November 2014 (the “Prospectus”), and
was amended by the risk management committee (the “Risk
Management Committee”) of the Company on 24 March 2016,
the details of which were disclosed under the “Management
Discussion and Analysis” section of the 2016 to 2020 annual
report. The Board, the Risk Management Committee of the
Company and the staff at the relevant positions always remain
alert to the performance and risk assessment of the wealth
management products. At the same time, the Company also
pays close attention to the liquidity and debt asset position of the
Group in order to ensure the sufficiency of its working capital and
maintain the debt asset ratio at a reasonable level.

MATERIAL ACQUISITION AND DISPOSAL

On 15 December 2020, the Company submitted an application
in relation to a possible spin-off and separate listing of Kunshan
QT China on the Shenzhen Stock Exchange or Shanghai Stock
Exchange in the PRC (the “Proposed Spin-off”) to the Stock
Exchange for approval pursuant to Practice Note 15 of the Rules
Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”), and received the approval from the Stock
Exchange on 23 April 2021. On 23 June 2021, Kunshan QT
China submitted an application to the ChiNext of Shenzhen
Stock Exchange for the proposed listing, and received the notice
of acceptance from the Shenzhen Stock Exchange on 30 June
2021.
China is expected to decrease upon completion of the proposed

As the equity interest of the Company in Kunshan QT

initial public offering of Kunshan QT China’s ordinary shares,
the Proposed Spin-off will constitute a deemed disposal of the
Company under Chapter 14 of the Listing Rules and constitute a
discloseable transaction of the Company. For details, please refer
to the inside information announcements of the Company dated
15 December 2020, 23 April 2021, 23 June 2021 and 30 June
2021.

Save as disclosed above, the Group did not have any material
acquisitions or disposals of its subsidiaries, associates and joint
ventures for the Period.
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Management Discussion and Analysis

SIGNIFICANT INVESTMENT

The Group did not hold any significant investment for the six
months ended 30 June 2021.

CONTINGENT LIABILITIES

As at 30 June 2021,
liabilities.

the Group did not have any contingent

PLEDGE OF ASSETS

As at 30 June 2021, the assets pledged by the Group
included bank deposits and shares of an associate of
approximately RMB625,111,000 (30 June 2020: approximately
RMB410,991,000),
borrowings and bank guarantee letters.

which were used as guarantee for bank

EMPLOYEE POLICIES AND REMUNERATION

As at 30 June 2021, the number of staff of the Group was 10,950
(including contractual staff and non-contractual staff such as staff
under internship agreements and labour service agreements) (as
at 30 June 2020: 10,168). The Group is committed to providing all
staff with fair working environment, providing newly recruited staff
with induction training and job technical counseling to help them to
adopt to job requirements quickly, providing all staff with clear job
responsibilities guidelines and for employees at different positions
with on-the-job training together with other training programmes
to help to improve their skills and knowledge, and strived to
provide all staff with competitive remuneration packages. During
the Period, the remuneration of the employees (including staff
under labour service agreements and internship agreements) of the
Group was approximately RMB522,836,000 (the Corresponding
Period: approximately RMB430,591,000). Apart from basic salary,
the package also includes performance bonus, medical insurance
and provident fund (staff under internship agreements and etc are
handled according to the laws and regulations of the PRC).
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Management Discussion and Analysis
EIEEsmE ot

Meanwhile, the Company has granted a total of 89,561,600 share
options to its staff on 26 October 2016, 9 June 2017, 7 December
2018, 21 June 2019 and 16 September 2020 respectively
pursuant to a share option scheme (the “Share Option Scheme”)

adopted on 13 November 2014, among which, the specific details

of the outstanding share options are as follows:
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On 7 December 2018, the Company granted a total of
12,720,000 share options to 83 staff (none of the grantees
are Directors, chief executive or substantial shareholders
of the Company or any of their respective associates) in
accordance with the Share Option Scheme (the “Share
Options 2018”), and the grantees may apply to exercise the
share options by phases from 1 April 2020 onwards upon
fulfilling certain conditions (please refer to the announcement
of the Company dated 7 December 2018 for details). During
the Period, the Company has accepted the applications from
66 staff and issued a total of 3,087,600 ordinary shares at the
exercise price of HK$4.65 per share and total consideration
received was approximately HK$14,357,000. A total of
31,500 and 7,200 options granted on 7 December 2018 were
lapsed or cancelled respectively as a result of the resignation
of 1 staff and the personal performance of 1 staff during
the Period. As at 30 June 2021, a total of 3,063,300 Share
Options 2018 were outstanding.

Q Technology (Group) Company Limited Interim Report 2021

B AABERBEN _ZE—NOF+—
B+=H®RMW—8ERESTE (15
REE) DR ZZE—XRE+A
“_t+ARE-ZE—tFEXBABR-ZZ
—NE+"BtH-ZE—NLEXA
T H+—BERZE_ZEFAB+HRA
BT HE189,561,6001) B E » &
PEATHRESENEREBLARN
T

) RZE—NEFE+ZBEELtH &xQF
RIFERESTEI P83 E T (M&E
WRFABEABDEE - FTEITH
AEFRFERRFREZBZEM
BB A) EH 512,720,000 88
e (T ZE—N\FHERE)  ®BE
FAERE—ENBRETIUBRZ
ETEFNBE—HEDHPRBTHE
GFRAATIN_E—NE+_AH
TtHZRAE) cMRAHEHE > XAF
EROOHETHRARNZEE T H
174 513,087,600fR ZERALH »
TEERAERLI BT &5t
I THREEH BN 414,357,0008 7T »
AR EE 12 E THEBER 1%
BTREEAEMFEEMD B E L5
31,5001 /7,200 ERN ZZE— N\
F+_BtHEENBERERILL
KYMEWEH - N B - —F A
=+H>&3#3,063,3001 —&—/\
FHERERRETFE



(i

(i)

Management Discussion and Analysis

On 21 June 2019,
11,454,000 share options to 68 staff (none of the grantees

the Company granted a total of

are Directors, chief executive or substantial shareholders
of the Company or any of their respective associates) in
accordance with the Share Option Scheme (the “Share
Options 2019”), and the grantees may apply to exercise the
share options by phases from 1 April 2021 onwards upon
fulfilling certain conditions (please refer to the announcement
of the Company dated 21 June 2019 for details). During the
Period, the Company has accepted the applications from 42
staff and issued a total of 1,743,200 ordinary shares at the
exercise price of HK$6.02 per share and total consideration
received was approximately HK$10,494,000. A total of
258,000 options granted on 21 June 2019 were lapsed as a
result of the resignations of 3 staff during the Period. As at
30 June 2021, a total of 2,506,800 Share Options 2019 were
outstanding.

In addition, on 16 September 2020, the Company granted
a total of 17,879,600 share options to 119 staff (including
two executive Directors, Mr. Hu Sanmu and Mr. Fan
Fugiang) in accordance with the Share Option Scheme
(the “Share Options 2020”), and grantees may apply to
exercise the share options by phases from 1 April 2021
onwards upon fulfilling certain conditions (please refer to the
announcement of the Company dated 16 September 2020
for details). During the Period, the Company has accepted the
applications from 81 staff (including two executive Directors,
Mr. Hu Sanmu and Mr. Fan Fugiang) and issued a total of
4,904,280 ordinary shares at the exercise price of HK$9.22
per share and total consideration received was approximately
HK$45,217,000. A total of 248,000 and 22,280 options
granted on 16 September 2020 were lapsed or cancelled
respectively as a result of the resignations of 3 staff and the
personal performance of 6 staff during the Period. As at 30
June 2021, a total of 12,051,840 Share Options 2020 were

outstanding.
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Management Discussion and Analysis

B READR

FOREIGN EXCHANGE EXPOSURE

The Group is exposed to currency risk primarily due to certain
receivables, payables, cash balances and loans that are
denominated in foreign currencies other than RMB arising from
the operating activities such as bank borrowings, product sales
and purchase of raw materials. The Group is also exposed to
currency risk from the exchange or translation of USD and Hong
Kong Dollars into RMB. During the Period, as the sales income
of the Group was still mainly settled in RMB but various raw
materials for production and some equipment for production were
purchased from overseas and settled in USD, while the central
parity rate of RMB against USD recorded an upward adjustment
of approximately 1.0% from 6.5249 at the beginning of the Period
to 6.4601 at the end of the Period, the Group eventually recorded
a foreign exchange gain of approximately RMB20,437,000 (the
Corresponding Period: foreign exchange loss of approximately
RMB25,774,000). As affected by multiple factors such as politics,
economic, and supply and demand, the trend of RMB against USD
in the future is subject to great uncertainties. It is difficult to adjust
the business model of the Group in the short run. Therefore, the
profit or loss of the Group may still be affected by exchange rate
fluctuation in the future. The Group will, on one hand, continuously
strive to strengthen the expansion of overseas business and strive
to reduce the proportion of USD expense; on the other hand, the
Group will continuously enhance daily monitoring of the exchange
rate, and fix the future foreign exchange costs by properly using
financial instruments, so as to strengthen the management of
foreign exchange risks and strive to reduce foreign exchange loss.
However, the Group is also clearly aware that there are many
factors affecting exchange rates, and the mechanism to determine
exchange rate is complicated and fickle, thus it is difficult to
estimate its trend. Therefore, the profit or loss of the Group may
still be affected by exchange rate fluctuation.
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SHARE OPTION SCHEMES

On 13 November 2014, the Company adopted the pre-IPO
share option scheme (the “Pre-IPO Share Option Scheme”) and
Share Option Scheme and granted a total of 59,935,000 share
options under the Pre-IPO Share Option Scheme to the eligible
participants with an aim to reward their contribution to the Group
made or possibly made. None of the share options was exercised
or lapsed under the Pre-IPO Share Option Scheme during the
Period. As at the date of this report, none of share options granted
under the Pre-IPO Share Option Scheme remained outstanding,
and the Pre-IPO Share Option Scheme had lapsed accordingly.

The Company also granted an aggregate of 89,561,600
share options under the Share Option Scheme to the eligible
participants: () on 26 October 2016, the Company granted an
aggregate of 39,425,000 share options (the “Share Options
2016") to 165 eligible participants; (i) on 9 June 2017, the
Company granted a total of 8,083,000 share options (the “Share
Options 2017”) to 48 eligible participants; (i) on 7 December
2018, the Company granted a total of 12,720,000 Share Options
2018 to 83 eligible participants; (iv) on 21 June 2019, the
Company granted a total of 11,454,000 Share Options 2019 to 68
eligible participants; and (v) on 16 September 2020, the Company
granted a total of 17,879,600 Share Options 2020 to 119 eligible
participants. During the Period, none of the Share Options 2016
and Share Options 2017 were outstanding. As at 30 June 2021,
details of the outstanding share options under the Share Option
Scheme are set out below:
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Purpose of Share Option Scheme:

The Share Option Scheme is established to recognize and
acknowledge the contributions that the Eligible Participants
(as defined in paragraph 2 below) had or may have made
to the Group. The Share Option Scheme will provide the
Eligible Participants with an opportunity to have a personal
stake in the Company with a view to achieving the following
objectives:

()  motivate the Eligible Participants to optimise their
performance efficiency for the benefit of the Group; and

(i) attract and retain or otherwise maintain an on-going
business relationship with the Eligible Participants whose
contributions are or will be beneficial to the long-term
growth of the Group.

Participants of Share Option Scheme:

The Board may, at its discretion, offer to grant an option to
the following persons (collectively the “Eligible Participants”)
to subscribe for such number of new shares of the Company
(the “Shares”) as the Board may determine:

() any full-time or part-time employees, executives or
officers of the Company or any of its subsidiaries;

(i) any directors (including independent non-executive
directors) of the Company or any of its subsidiaries; and

(i) any advisers, consultants, suppliers, customers,
distributors and such other persons who in the sole
opinion of the Board will contribute or have contributed
to the Company or any of its subsidiaries.
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Total number of Shares available for issue under
the Share Option Scheme and percentage of total
number of issued Shares as at the date of this
report:

At the annual general meeting of the Company held on
19 May 2017, an ordinary resolution was passed by the
Shareholders to approve the refreshment of the maximum
number of Shares that may be issued upon the exercise
of all options which may be granted under the Share
Option Scheme and any other share option schemes of
the Company to not exceeding 10% of the total number of
Shares in issue of the Company as at the date of approval
by the Shareholders of the refreshed limit. On the date of
approving such ordinary resolution (i.e. on 19 May 2017),
the total number of Shares in issue of the Company was
1,095,597,000 shares, therefore, the maximum number of
Shares relating to the options that may be granted under
the Share Option Scheme and any other share option
schemes of the Company were refreshed to 109,559,700
shares, representing approximately 9.27% of total number of
1,181,985,760 Shares in issue of the Company on the date of
this report (i.e. on 25 August 2021).

3.
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The maximum entitlement of each Eligible
Participant under the Share Option Scheme:

The maximum number of Shares issued and which may fall
to be issued upon exercise of the options granted under the
Share Option Scheme and any other share option schemes
of the Company (including exercised and outstanding options)
to each Eligible Participant in any 12-month period up to the
date of grant shall not exceed 1% of the Shares in issue of
the Company as at the date of grant. Any further grant of
options in excess of this 1% limit shall be subject to:

()  the issue of a circular containing the identity of the
Eligible Participant, the numbers of and terms of the
options to be granted (and options previously granted
to such Eligible Participant), the information as required
under Rule 17.02(2)(d) of and the disclaimer required
under Rule 17.02(4) of the Listing Rules; and

(i) the approval of the Shareholders in general meeting
and/or other requirements prescribed under the Listing
Rules from time to time with such Eligible Participant
and his/her close associates (as defined in the Listing
Rules) (or his/her associates if the Eligible Participant
is a connected person (as defined in the Listing Rules))
abstaining from voting.

The period within which the options must be
exercised under the Share Option Scheme to
subscribe for Shares:

An option may be exercised in accordance with the terms of
the Share Option Scheme at any time in the period after the
date upon which the option is deemed to be granted and
accepted and prior to the expiry of 10 years from that date
subject to the provisions for early termination set out in the
Share Option Scheme.
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The minimum period for which an option must be
held before it can be exercised:

There is no minimum period for which an option granted must
be held before it can be exercised unless otherwise imposed
by the Directors.

The amount payable on application or acceptance
of the option and the period within which payments
or calls must or may be made, or loans for such
purposes must be repaid:

Options granted must be taken up by Eligible Participants
within 21 days of the date of grant, upon payment of HK$1.

The basis of determining the exercise price:

The exercise price is determined by the Board but shall not
be less than the highest of: (i) the official closing price of the
Shares as stated in the Stock Exchange’s daily quotation
sheet on the date of grant, which must be a day on which
the Stock Exchange is open for the business of dealing in
securities; (i) the average of the official closing prices of the
Shares as stated in the Stock Exchange’s daily quotation
sheets for the five business days immediately preceding the
date of grant; and (i) the nominal value of a Share.

The remaining life of the Share Option Scheme:

The Share Option Scheme remains in force for a period of 10
years commenced from 13 November 2014,

6.
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The total number of Share Options 2018:

On 7 December 2018, the Company granted a total of
12,720,000 share options (representing approximately
1.12% of the total number of 1,131,722,200 issued Shares
on the date of grant of the relevant share options (i.e. on
7 December 2018) and approximately 1.08% of the total
number of 1,181,985,760 issued Shares as at the date of
this report (i.e. on 25 August 2021)) under the Share Option
Scheme to 83 Eligible Participants. During the Period, the
Company has accepted the applications from 66 grantees to
issue a total of 3,087,600 ordinary shares to these grantees.
A total of 31,500 and 7,200 options were lapsed or cancelled
respectively as a result of the resignation of 1 staff and the
personal performance of 1 staff during the Period. As at 30
June 2021, a total of 3,063,300 Share Options 2018 were
outstanding.

The period within which the Share Options 2018
must be exercised to subscribe for Shares:

The options granted are exercisable within the period as
notified by the Board to each grantee and in accordance with
the following manner:

()  upon, among others, the revenue of the Company for
the year ending 31 December 2019 increases by not
less than 20% as compared with the revenue for the
year ended 31 December 2018, up to 40% of the share
options granted shall be exercisable during the period
from 1 April 2020 to 31 December 2020 (both days
inclusive);
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(i) upon, among others, the revenue for the year ending
31 December 2020 recording compound annual growth
rate of not less than 20% from the revenue for the year
ended 31 December 2018, up to 30% of the share
options granted shall be exercisable during the period
from 1 April 2021 to 31 December 2021 (both days
inclusive); and

(i) upon, among others, the revenue for the year ending
31 December 2021 recording compound annual growth
rate of not less than 20% from the revenue for the year
ended 31 December 2018, up to 30% of the share
options granted shall be exercisable during the period
from 1 April 2022 to 31 December 2022 (both days
inclusive).

12. Basis of determining the exercise price of Share
Options 2018:

The exercise price per Share in respect of the Share Options
2018 is HK$4.65 per Share, representing the highest of:
(a) the closing price of HK$4.42 per Share as stated in the
daily quotations sheet of the Stock Exchange on the relevant
date of grant; (b) the average closing price of approximately
HK$4.65 per Share as stated in the Stock Exchange’s
daily quotations sheets for the five trading days (both dates
inclusive) immediately preceding the relevant date of grant;
and (c) the nominal value of the Share (being HK$0.01 per
Share).

12. %
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13.

14.
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The total number of Share Options 2019:

On 21 June 2019,
11,454,000 share options (representing approximately 1.0%
of the total number of 1,141,905,400 issued Shares on
the date of grant of the relevant share options (i.e. on 21

the Company granted a total of

June 2019) and approximately 0.97% of the total number of
1,181,985,760 issued Shares as at the date of this report
(i.e. on 25 August 2021)) under the Share Option Scheme to
68 Eligible Participants. During the Period, the Company has
accepted the applications from 42 grantees to issue a total
of 1,743,200 ordinary shares to these grantees. A total of
258,000 options were lapsed as a result of the resignations
of 3 staff during the Period. As at 30 June 2021, a total of
2,506,800 Share Options 2019 were outstanding.

The period within which the Share Options 2019
must be exercised to subscribe for Shares:

The options granted are exercisable within the period as
notified by the Board to each grantee and in accordance with
the following manner:

() upon, among others, the revenue of the Company for
the year ended 31 December 2020 recording compound
annual growth rate of not less than 15% from the
revenue for the year ended 31 December 2019, up to
40% of the share options granted shall be exercisable
during the period from 1 April 2021 to 31 December
2021 (both days inclusive);
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(i) upon, among others, the revenue for the year ending
31 December 2021 recording compound annual growth
rate of not less than 15% from the revenue for the year
ended 31 December 2019, up to 30% of the share
options granted shall be exercisable during the period
from 1 April 2022 to 31 December 2022 (both days
inclusive); and

(i) upon, among others, the revenue for the year ending
31 December 2022 recording compound annual growth
rate of not less than 15% from the revenue for the year
ended 31 December 2019, up to 30% of the share
options granted shall be exercisable during the period
from 1 April 2023 to 31 December 2023 (both days
inclusive).

15. Basis of determining the exercise price of Share
Options 2019:

The exercise price per Share in respect of the Share Options
2019 is HK$6.02 per Share, representing the highest of:
(a) the closing price of HK$6.02 per Share as stated in the
daily quotations sheet of the Stock Exchange on the relevant
date of grant; (b) the average closing price of approximately
HK$5.83 per Share as stated in the Stock Exchange’s
daily quotations sheets for the five trading days (both dates
inclusive) immediately preceding the relevant date of grant;
and (c) the nominal value of the Share (being HK$0.01 per
Share).

15. —=
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16.

17.
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The total number of the Share Options 2020:

On 16 September 2020, the Company granted a total of
17,879,600 share options (representing approximately
1.53% of the total number of 1,172,250,680 issued Shares
on the date of grant of the relevant share options (i.e. on
16 September 2020) and approximately 1.51% of the total
number of 1,181,985,760 issued Shares as at the date of
this report (i.e. on 25 August 2021)) under the Share Option
Scheme to 119 Eligible Participants (including two executive
Directors, Mr. Hu Sanmu and Mr. Fan Fugiang). During the
Period, the Company has accepted the applications from
81 grantees to issue a total of 4,904,280 ordinary shares to
these grantees. A total of 248,000 and 22,280 options were
lapsed or cancelled respectively as a result of the resignations
of 3 staff and the personal performance of 6 staff during the
Period. As at 30 June 2021, a total of 12,051,840 Share
Options 2020 were outstanding.

The period within which the Share Options 2020
must be exercised to subscribe for Shares:

The options granted are exercisable within the period as
notified by the Board to each grantee and in accordance with
the following manner:

(1) Share Options One:

(i) upon, among others, the Revenue of the Company
for the year ended 31 December 2020 recording
compound annual growth rate of not less than 25%
from the Revenue for the year ended 31 December
2019, up to 40% of the share options granted shall
be exercisable during the period from 1 April 2021
to 31 December 2021 (both days inclusive);
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(i

(i)

upon, among others, the Revenue for the year
ending 31 December 2021 recording compound
annual growth rate of not less than 25% from the
Revenue for the year ended 31 December 2019,
up to 30% of the share options granted shall be
exercisable during the period from 1 April 2022 to
31 December 2022 (both days inclusive); and

upon, among others, the Revenue for the year
ending 31 December 2022 recording compound
annual growth rate of not less than 25% from the
Revenue for the year ended 31 December 2019,
up to 30% of the share options granted shall be
exercisable during the period from 1 April 2023 to
31 December 2023 (both days inclusive).

(2) Share Options Two:

(i)

upon, among others, the Revenue of the Company
for the year ended 31 December 2021 recording
compound annual growth rate of not less than 20%
from the Revenue for the year ended 31 December
2020, up to 40% of the share options granted shall
be exercisable during the period from 1 April 2022
to 31 December 2022 (both days inclusive);
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(i

(i)

upon, among others, the Revenue for the year
ending 31 December 2022 recording compound
annual growth rate of not less than 20% from the
Revenue for the year ended 31 December 2020,
up to 30% of the share options granted shall be
exercisable during the period from 1 April 2023 to
31 December 2023 (both days inclusive); and

upon, among others, the Revenue for the year
ending 31 December 2023 recording compound
annual growth rate of not less than 20% from the
Revenue for the year ended 31 December 2020,
up to 30% of the share options granted shall be
exercisable during the period from 1 April 2024 to
31 December 2024 (both days inclusive).

18. Basis of determining the exercise price of the Share
Options 2020:

50

The exercise price per Share in respect of the Share Options
2020 is HK$9.22 per Share, representing the highest of:
(a) the closing price of HK$9.22 per Share as stated in the

daily quotations sheet of the Stock Exchange on the relevant

date of grant; (b) the average closing price of approximately
HK$9.19 per Share as stated in the Stock Exchange’s
daily quotations sheets for the five trading days (both dates

inclusive) immediately preceding the relevant date of grant;

and (c) the nominal value of the Share (being HK$0.01 per

Share).
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Details of changes during the Period in share options granted BIEEERG R =T 2 PRI HEE RS RE R 2
under the Share Option Scheme are as follows: BRI AN BB BT -
Number of underlying Shares involving share options
BRESREBRAHE
Options Options
outstanding Lapsed/ outstanding
asat Granted Exercised Canceled Forfeited asat
1 January during during during during 30 June
Category Date of grant Exercise period 2021 the Period the Period the Period the Period 2021
kSt E 3%
-A-H REZTH
HATEN BEA RO
B3l RLAS s BRE  BEREL  EBAGR HEASE X0/ %k EhE
Directors %
Hu Sanmu 16 September 2020 Please refer to the paragraph under
“The period within which the Share
Options 2020 must be exercised
to subscribe for Shares: (1) Share
QOptions One" on page 48 to 49 630,000 - 252,000)0¢ 1 - - 378,000
B=K “E_IEARTAR ua,%ﬁ%ztsﬂgé [ZZ_5ERERE
NRBROTEER (ERE—
Exu% 630,000 - (262,000 - - 378,000
Fan Fugiang 16 September 2020 Please refer to the paragraph under
“The period within which the Share
Options 2020 must be exercised
to subscribe for Shares: (1) Share
QOptions One” on page 48 to 49 630,000 - 252,000 1 - - 378,000
EER “E_IEARTAR ua,%ﬁ%ztsﬂgé [ZZ_5ERERE
NRBROTEAR (ERE—
Exu% 630,000 - (262,000 - - 378,000
Directors (in total) 1,260,000 - (504,000) - - 756,000
EZ(B3) 1,260,000 - (504,000) - - 756,000
Employees 7 December 2018 Please refer to the paragraph under
“The period within which the Share
Options 2018 must be exercised to
subscribe for Shares” on page 44 to
4 6,189,600 - (3,087,600)% - 38,700) 3,063,300
&8 “Z-\E+ZAtH EEWEMELEIZT—\FERE
HRERATEERIEE 6,189,600 - (3,087,600 - 38,700) 3,063,300
Employees 21 June 2019 Please refer to the paragraph under
“The period within which the Share
Options 2019 must be exercised to
subscribe for Shares” on pages 46
to 47 4,508,000 - (1,743, 2000 - 258,000) 2,506,800
&8 “E-NEREZT-H BEEEEE SN EERE
NRERDTERRI LA 4,508,000 - (1,743,200 - 258,000) 2,506,800
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Number of underlying Shares involving share options

BRESREBRAHE
Options Options
outstanaing Lapsed/ outstanding
asat Granted Exercised Cancelled Forfeited asat
1 January during during during during 30 June
Category Date of grant Exercise period 2021 the Period the Period the Period the Period 2021
it W “Rf
-A-8 ~AZtH
HATTEN BEh RO
Bl RiHAH L BRE  HHEARL  BEAGE HEARE XN/ %k BRE
Employees (Share Options One) 16 September 2020 Please refer to the paragraph under
“The period within which the Share
Options 2020 must be exercised
to subscribe for Shares: (1) Share
Options One" on pages 48 to 49 11,056,400 - (4,400,280) ¢ - (70,280) 6,585,840
{28 (B “ECEEARTAR FRHBMENEIC R RERRE
BRERATEER (1)ERE-)
B 11,006,400 - (4,400,080)% - (70,280) 6,585,840
Employees (Share Options Two) 16 September 2020 Please refer to the paragraph under
“The period within which the Share
Options 2020 must be exercised
to subscribe for Shares: (2) Share
Options Two” on pages 49 to 50 4,910,000 - - - (200,000) 4,710,000
{28 (EkED) “ECEENRTAR FRHBOENEICR_RERRE
HRERATEER QRREZ)
&3 4,910,000 - - - (200,000) 4710000
Employees (in total) £ (&51) 26,664,000 - (9,231,080 566,980) 16,865,940
Total 485 27,924,000 - (9,785,080 - (566,980) 17,621,940
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Notes:

On 1 April 2021, Mr. Hu Sanmu exercised 201,600 share
options, Mr. Fan Fugiang exercised 252,000 share options,
and a total of 3,728,280 share options were exercised by the
employees on the same day. The exercisable price per Share
was HK$9.22. The closing market price of the preceding
business day immediately before the date on which the share
options were exercised was HK$15.82 per Share. On 29
June 2021, Mr. Hu Sanmu exercised 50,400 share options,
and a total of 672,000 share options were exercised by the
employees. The exercisable price per Share was HK$9.22. The
closing market price of the preceding business day immediately
before the date on which the share options were exercised was
HK$15.30 per Share.

On 1 April 2021, a total of 3,087,600 share options were
exercised by the employees. The exercisable price per Share
was HK$4.65. The closing market price of the preceding
business day immediately before the date on which the share
options were exercised was HK$15.82 per Share.

On 1 April 2021, a total of 1,743,200 share options were
exercised by the employees. The exercisable price per Share
was HK$6.02. The closing market price of the preceding
business day immediately before the date on which the share
options were exercised was HK$15.82 per Share.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2021, the interests of the Directors or chief
executive of the Company in the shares, underlying shares (in
relation to the positions held pursuant to equity derivatives) and
debentures of the Company and its associated corporations (within
the meaning of Part XV of the Securities and Future Ordinance,
Chapter 571 of the laws of Hong Kong (the “SFO”)) required to
be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO as recorded in the register
maintained by the Company pursuant to section 352 of the
SFO; or otherwise to be notified to the Company and the Stock
Exchange 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, were as follows:

(a) Interest in the Shares of the Company

EFERFEITHRASRRKRS 1
R RIESFHHER 2 Em

R_ZE_—FA=1TH ' ARAESF
HEBTBAERARBREBHRERE
(EEREBEOFTIEEFRAE
w0 (TR FREEEA) HXVED B9
RO (BREBEREATETIARR
RAENRKEEMEMRN) MESTHEARE
BHERIBEGRAIEXVERET KR8 ERAY
(@SN NP RN N 2 9N
5 A G R G F352M ERAREH
FHELMA ; WiRE EHARR N+
PR L ETAESTETESTXZ B
SETH (MRETFA) BNEERE K
BSIPRAUE MmN T -

(a) REQERMZERE

Approximate

percentage

Number of of the issued

Name of Director/ issued Shares

Chief Executive Capacity/Nature of interest Shares held Position held (Note 2)

FifEz HIEBBIT

B FETH B&#17 R BESLE

UN=F: Bip/ #atE kRr#E HE (Hiz2)

He Ningning Interest of a controlled 752,491,000 Long position 63.66%
corporation (Note 1)

MIEE RELEETR 752,491,000 A 63.66%
(Hi5£1)

He Ningning Beneficial owner 980,000 Long position 0.08%

PEE EREBA 980,000 So=} 0.08%

Hu Sanmu Beneficial owner 2,995,000 Long position 0.25%
(Note 3)

H=A BmEBA 2,995,000 A 0.25%
(H15£3)

Ko Ping Keung Beneficial owner 200,000 Long position 0.02%

SET: EREBA 200,000 So=} 0.02%
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Approximate

percentage
Number of of the issued
Name of Director/ issued Shares
Chief Executive Capacity/Nature of interest Shares held Position held (Note 2)
Frfiz HIEB BT
B FETH 2817 RiZE AL
AEH#% Bin/ HEEE iR &R HE (Hizt2)
Fan Fugiang Beneficial owner 2,585,000 Long position 0.22%
(Note 4)
EER BEmEBA 2,685,000 A 0.22%
(H5t4)
Notes: HiaE -

Mr. He Ningning, an executive Director and the chairman of the
Board, is the sole beneficial owner of Q Technology Investment
Inc. (“QT Investment”) which owned approximately 63.66% of
the issued Shares of the Company on 30 June 2021. Under
Part XV of the SFO, Mr. He Ningning is deemed to be interested
in the Shares held by QT Investment.

The percentage represents the number of Shares divided by
1,181,985,760 issued Shares of the Company in total as at 30
June 2021.

On 1 April 2021 and 29 June 2021, 201,600 and 50,400
Shares were issued to Mr. Hu Sanmu respectively by the
Company pursuant to the exercise of 201,600 and 50,400
Share Options 2020 granted to him, at an exercise price of
HK$9.22 per Share.

On 1 April 2021, 252,000 Shares were issued to Mr. Fan
Fugiang by the Company pursuant to the exercise of 252,000
Share Options 2020 granted to him, at an exercise price of
HK$9.22 per Share.
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ERBRREARAR ((E#HRE)) 18
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o MBEBRAERR DI DRKEMR
BzROPER R

ZERDLLIEREROBEFRUAER
AR -E - —FAXE=1THNE#T
&1 48 %11,181,985,7608% ©
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50,4002 f& 15 °
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Other Information
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(b) Interest in Underlying Shares

56

Name of Directors/

(b) MAERARRID Z

Number of
underlying
Shares in
respect of
the share

Approximately
percentage of
the underlying
Shares over
the Company’s
issued

Shares o2
(assuming
that the

share options
are exercised

Chief Executive Capacity/Nature of interest  options granted Position held in full)
18 R R 1
ERRFEET
BR{p wiz2)
HREREY SR
BEx FTETH R IER (& B
AB#4 Bip/ #mltE HEROHEE &=E E2HTH)
Hu Sanmu Beneficial owner 378,000 Long position 0.03%
(Note 1)
H=K BREBA 378,000 A 0.03%
(Hfat1)
Fan Fugiang Beneficial owner 378,000 Long position 0.03%
(Note 1)
BER Bm#EBA 378,000 A 0.03%
(Hfat1)
Notes: Bzt
1. Details of the above share options have been disclosed in the 1. FBREZFBEEN EX TEERES
above sections headed “Share Option Scheme”. ENECGE
2. The percentage represents the number of underlying Shares 2. ZEBDIEHEHEGZNAERKRMNH

divided by 1,181,985,760 issued Shares of the Company in

total as at 30 June 2021.
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(c)

Interest in Associated Corporation

Other Information
Hit{E2

(c) MHEBHEEZ

Approximate

Number of percentage

issued of the issued

shares of shares in

Name of Director/ Name of associated Capacity/Nature of associated associated
Chief Executive corporation interest corporation held corporation
FRFz  ALEECEE

B TETH HEEE B &7 B#1TkG
N=F R B B 4 7 S/ EEHE R & E Bt
He Ningning QT Investment Beneficial owner 2 100%
IEE EHKE BREBA 100%

Other than as disclosed above, as at 30 June 2021, none
of the Directors nor chief executive of the Company had any
interests or short positions in any shares, and underlying
shares (in respect of positions pursuant to equity derivatives)
or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which
were required to be notified to the Company and the Stock
Exchange or as recorded in the register referred to the SFO
or which were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code.

fREXFIIREEIN R —F
NEBE=+H BEXARIEERE
ZITHABRZ A B 5 = AR ] 18 5
ZE (EERBHRPEMRMIEXV
2B) B9 AR KRG (BERE
KRETTETEMFENITAEEN
) ESFTEEERNANEEAR
5] 5 Bt 32 PR S 5C B Y 58 55 B B B 1%
PR EREFNELMATIRERE
ST RIZRR & A A B K Bk 32 P BY HE

A e
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Other Information
Hiz 2

DISCLOSURE OF INTERESTS OF
SUBSTANTIAL SHAREHOLDERS

As at 30 June 2021, so far as the Directors of the Company were
aware of, the following persons (other than the Directors and the
chief executive of the Company) had interests or short positions in
the Shares or underlying Shares (in respect of positions pursuant
to equity derivatives) as recorded in the register required to be kept
by the Company under section 336 of the SFO were as follows:

FTERREDKE

N _E - —FEB=+tH MERTE
EH FIALT BRAEABEERE
ZETEABIN RGN ERERMD (BRiR
BERATTETAMBEENEEE/HE)
RN B S M E 1K) 553368
ERANBHFEENELMAZ RN
XBEWMT

Approximate
Percentage of
total issued
Shares in the

Capacity/Nature of Number of Company
Name of Shareholder Long/Short position interest Shares held (Note 1)
HERRF
B#1TiH
HYEIL
R E B/ %R Bip/ #atE FRiFRg (7 88 (Hiz#1)
QT Investment Long position Beneficial owner 752,491,000 63.66%
(Note 2)
ERKE we Bm#EBA 752,491,000 63.66%
(Hizt2)

Notes: Bzt

1. The percentage represents the number of underlying Shares
in interest divided by the total number of issued Shares of
1,181,985,760 Shares as at 30 June 2021.

2. Mr. He Ningning is directly interested in the entire interest of QT
Investment, which in turn owned approximately 63.66 % of the total
issued Shares of the Company on 30 June 2021.

Save as disclosed herein, the Company has not been notified of
any other person (other than a Director or a chief executive of the
Company) who had an interest or a short position in the Shares
and underlying Shares of the Company (in respect of positions
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pursuant to equity derivatives) as recorded in the register required
to be kept by the Company pursuant to section 336 of the SFO as
at 30 June 2021.

USE OF PROCEEDS FROM GLOBAL
OFFERING

On 2 December 2014, the Shares of the Company were initially
listed on the Main Board of the Stock Exchange. The net
proceeds from the above global offering were approximately
HK$658,000,000 (after deducting relevant listing expenses). As at
30 June 2021, the fund raised was fully utilised in accordance with
the intended use of the Global Offering.

USE OF PROCEEDS FROM SHARES
PLACING

On 12 December 2016, the Company completed the placing
of 40,000,000 new ordinary Shares under a general mandate
granted to the Directors by the Shareholders to two placees, being
Value Partners Hong Kong Limited and The People’s Insurance
Company (Group) of China Limited, who and whose ultimate
beneficial owners are third parties independent of the Company
and its connected persons, at the placing price of HK$3.90 per
placing Share. The net proceeds of the aforesaid placing were
approximately HK$154,428,000, after deducting relevant placing
commission, professional fees and all related expenses. As at 30
June 2021, the fund raised was fully utilised. The capital utilisation
was consistent with the intended use of the net proceeds of the
placing.

Other Information
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Other Information
Hiz 2

On 29 December 2017, the Company completed the placing of
20,000,000 new ordinary Shares under a general mandate granted
to the Directors by the Shareholders to not less than six placees,
being professional, institutional and/or other investors, who and
whose ultimate beneficial owners are third parties independent of
the Company and its connected persons, at the placing price of
HK$10.80 per placing Share. The net proceeds from the above
placing was approximately HK$214,218,000, after deducting
the related placing commission, professional fees and all related
expenses. As at 30 June 2021, the fund raised was fully utilised.
The capital utilisation was consistent with the intended use of the
net proceeds of the placing.

On 23 December 2019, the Company completed the placing of
15,000,000 existing Shares (the “Placing Shares”) at the placing
price of HK$13.68 per each Placing Share (the “Placing”) to not
less than six placees (who were professional investors and whose
respective ultimate beneficial owners were (a) independent of,
and not connected with, the Company and its connected person;
and (b) independent of, and are not acting in concert with, QT
Investment, the controlling shareholder of the Company, and
persons acting in concert with QT Investment). On 30 December
2019, the Company allotted and issued 15,000,000 new Shares
to QT Investment (the “Subscription”). Upon the completion of
the Placing and Subscription, the net proceeds obtained by the
Company was approximately HK$203,300,000, after deducting all
costs and expenses incurred by QT Investment in connection with
the Placing and Subscription and to be borne by the Company,
and other expenses incurred by the Company which included
the placing agent’s commission, the stamp duty, the Stock
Exchange trading fee and the SFC transaction levy. As at 30 June
2021, the net proceeds was fully utilised. The capital utilisation
was consistent with the intended use of the net proceeds of the
Placing.
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DIVIDEND

The Board has resolved not to declare any interim dividend for the
Period (the Corresponding Period: Nil).

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the Period, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed
securities.

COMPLIANCE WITH MODEL CODE

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as contained in
Appendix 10 to the Listing Rules. The Company has made specific
enquiries with the Directors and all of them confirmed that they
had complied with the required standard set out in the Model
Code during the Period.

CORPORATE GOVERNANCE PRACTICES

The Company is committed to fulfilling its responsibilities to the
Shareholders and enhancing Shareholders’ value through good
corporate governance.

The Company has fully complied with the applicable code
provisions as set out in the Corporate Governance Code as
contained in Appendix 14 to the Listing Rules (the “CG Code”)
during the Period.
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Other Information
Hiz 2

REVIEW OF CONSOLIDATED FINANCIAL
STATEMENTS

The Company has established an audit committee (the “Audit
Committee”) in compliance with Rule 3.21 of the Listing Rules and
paragraph C.3 of the CG Code. The Audit Committee comprises
of three independent non-executive Directors, namely Mr. Ng Sui
Yin (the chairman), Mr. Ko Ping Keung and Mr. Chu Chia-Hsiang.
The Audit Committee has reviewed the interim results and the
interim report of the Company for the Period with the Company’s
management. The Company’s independent auditor, KPMG,
has also reviewed the interim financial report for the six months
ended 30 June 2021 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
HKICPA.

EVENTS AFTER THE PERIOD

Saved as disclosed in the section headed “Business Review” and
above, there was no other important event affecting the Group that
occurred after 30 June 2021 and up to the date of this report.

UPDATE ON THE DIRECTOR’S INFORMATION
UNDER RULE 13.51B(1) OF THE LISTING
RULES

During the Period, there were no important changes in the
information of Directors required to be disclosed in this report
pursuant to Rule 13.51B(1) of the Listing Rules.
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Review Report of the Auditors

kPG

Review report to the board of directors of
Q Technology (Group) Company Limited
(Incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial report set out on pages
65 to 108 which comprises the consolidated statement of
financial position of Q Technology (Group) Company Limited (the
“Company”) as at 30 June 2021 and the related consolidated
statement of profit or loss, statement of profit and loss and other
comprehensive income and statement of changes in equity and
condensed consolidated cash flow statement for the six months
period then ended and explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of an interim financial report to be
in compliance with the relevant provisions thereof and International
Accounting Standard 34, Interim Financial Reporting, issued by
the International Accounting Standards Board. The directors are
responsible for the preparation and presentation of the interim
financial report in accordance with International Accounting
Standard 34.

Our responsibility is to form a conclusion, based on our review,
on the interim financial report 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.

ZEEMERHRS

HRERBEK (EE) ARAA
EFGZERRS
(RS SEMAI BB RAE)

51=

KFIEERSEHINE65EHE108EHF
AP HBRES ILHAMBRSSEER
M (&R BRAR (BA8)K=F
T—HRXNA=THNEHMBRRE
HEEZHLE/NERBERS
Bmix - EmAkEMEER@ R R En
PHRNREHGHESRERURMN
AEE-RB(EABMERZAARA
s LHEA) > EHREHKABR
£ 538 R A B A B AR E A B R o 5t 2
AlZ S gAY (B S st 2ER) $34
PR EREHNRERRPHY
RE-BEFREERE(ERESER])
SBIATRMR K KSR P EIR B IR E o

I EE R R I FIAY 2 R 3 o 8
MHEREFHER LIRBRFILSFR
WMENZRFER EAE2EBEF IR
H o BRIELISN BRI REE A A B IE
HthBRE - RAMAMETREENR
BoHEAMEAMALTEERNEAE LIRS
(G

63

E#EE () BRAR 2021FF RS



Review Report of the Auditors
B ERI IR S

Scope of review

We conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410, Review of interim
financial information performed by the independent auditor of
the entity, issued by the Hong Kong Institute of Certified Public
Accountants. A review of the interim financial report consists of
making enquiries, 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 report as at 30 June
2021 is not prepared, in all material respects, in accordance with
International Accounting Standard 34, Interim Financial Reporting.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

25 August 2021
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Consolidated Statement of Profit or Loss
affiEm

for the six months ended 30 June 2021 — unaudited HZE — &~ —F;xB =+ HE/NMER — KR E&FZ
(Expressed in Renminbi) (A R#%17R)

Six months ended 30 June
HEANAZ=1tHLARER

2021 2020
—E—F B EF
Note RMB’000 RMB’000
HaE AR®BTT AREF T
Revenue g &= 3 9,335,841 8,802,020
Cost of sales =A== WN (8,253,076) (8,070,013)
Gross profit EH 1,082,765 732,007
Other revenue Hmzm 4 44,008 76,583
Other net loss Hi$E18 4 (30,063) (17,387)
Selling and distribution expenses HERDHMAS (6,919) (10,362)
Administrative and other TEREMEERS
operating expenses (82,620) (70,646)
Research and development RS
expenses (317,697) (290,751)
Profit from operations R 689,474 419,444
Finance costs B A 5(a) (14,765) (29,081)
Share of loss of an associate FE(E B A B 518 (18,213) (15,386)
Profit before taxation B8 Al iEm F) 5 656,496 374,977
Income tax T8 6 (85,755) (39,455)
Profit for the period HAmiEH 570,741 335,522
Attributable to: B
Equity shareholders of the Company Z~A S RREFA A 570,741 335,522
Profit for the period HAAER 570,741 335,522
Earnings per share SRER
Basic (RMB Cents) BERK(ARED) 7 48.5 28.8
Diluted (RMB Cents) e (ARED) 7 48.1 28.5

The accompanying notes on pages 72 to 108 form part of this 5872108 E BYBE M i 5% #8 Al 24s -0 HA B
interim financial report. Details of dividends payable to equity FEIRE M —ZL(D o BRAFE(T ANA =) R #E
shareholders of the Company are set out in Note 16. BHEAZKREZEFBEHNMHE160
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
affEEREMEE TR

for the six months ended 30 June 2021 — unaudited i — &~ —F ;X8 =+ B E/NER — R E&EEZ
(Expressed in Renminbi) U A B #%1]7R)

Six months ended 30 June

BENA=+THLAEAR

2021 2020
—E—F —EIE2HF
RMB’000 RMB’000
AR®TT ARBTT
Profit for the period HriEfl 570,741 335,522
Other comprehensive income HeHEMZEWRE
for the period (after tax and PR EFHDEE
reclassification adjustments): HER)

ltems that are or may be reclassified E#EZ oAt EEHH

subsequently to profit or loss: FEEEWIEBER .
— Exchange differences on — B R K RE
translation of the financial DN EFE N
statements of operations IR e
outside the Mainland China PE 72 &= &8 (8,346) 12,613
Other comprehensive income HRHEMZEWRE
for the period (8,346) 12,613
Total comprehensive income HARZERSEERE
for the period 562,395 348,135
Attributable to: R
Equity shareholders of RABIRERTB A
the Company 562,395 348,135
Total comprehensive income HRZEKREERE
for the period 562,395 348,135

The accompanying notes on pages 72 to 108 form part of this 5872 108 E BYBE M b 5% #8 AY, 24< -0 HA B
interim financial report. BEREN—Z15 o
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Consolidated Statement of Financial Position

BHMAFBIRRR

at 30 June 2021 — unaudited ¥ ZEZ—FXB=+H—FLHIZ
(Expressed in Renminbi) (A R#%17R)

At At
30 June 31 December
2021 2020
RIEZ—F AR RF
HNA=TH [aciel=
Note RMB’000 RMB’000
HiaE AR¥F T AREFIT
Non-current assets EREBEE
Property, plant and equipment ME BB REE 8 3,057,845 2,959,555
Interest in an associate RN—REHE AT NER 375,015 416,058
Intangible assets EEE 4,168 4,280
Deferred tax assets FIEIRIEE E 97,934 81,451
Prepayment for acquisition of non- W EEIERENE EM
current assets FET = IE 49,134 52,469
Other non-current assets HIEmEh&EE 10,972 7,050
3,595,068 3,520,863
Current assets RENEE
Inventories 75 9 2,519,934 1,943,025
Trade and other receivables 85 RHEMEWRIE 10 4,384,539 3,589,028
Other financial assets Hth&mMEE - 100,000
Derivative financial assets TEEMEE 11 5,248 -
Pledged bank deposits BIRRIRITEMR 12 474,941 266,562
Cash and cash equivalents BERIBEEEY 13 1,299,826 1,983,516
8,684,488 7,882,131
Current liabilities mEaE
Short-term bank borrowings DHAIRIT AR 14 1,559,029 1,104,021
Trade and other payables B REMERIE 15 5,938,173 6,013,472
Contract liabilities 5886 16,442 7,990
Derivative financial liabilities TEEmans 11 6,645 48,277
Lease liabilities HEAa®E 28,967 25,823
Current tax payable fE{TENHR R 18 78,905 76,740
7,628,161 7,276,323
Net current assets REEEFE 1,056,327 605,808
Total assets less current liabilities 2B ERGREI&E 4,651,395 4,126,671

S572E 108 H HYBE MY Y 5E 48 Al 45 o HA 7
B EBI—8R 1D °

The accompanying notes on pages 72 to 108 form part of this
interim financial report.
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Consolidated Statement of Financial Position

BIFHAFHIRRR

at 30 June 2021 — unaudited A & _——
(Expressed in Renminbi) U A B #%1]7R)

FRB=+H-FEEZ

At At
30 June 31 December
2021 2020
A ZEZ—F N B RF
av=—ad=l - — A =+—H
Note RMB’000 RMB’000
K&t ARBTT AREF T
Non-current liabilities ERBER
Long-term bank borrowings RHRITER 14 78,956 159,211
Lease liabilities HEaE 8,023 19,041
Deferred income 3R JIE ST A 191,528 137,593
Deferred tax liabilities EERIBEE - 25,000
278,507 340,845
NET ASSETS BEEFE 4,372,888 3,785,826
CAPITAL AND RESERVES B RKEE
Share capital [N 16(b) 9,466 9,383
Reserves i 4,363,422 3,776,443
TOTAL EQUITY HES4aEE 4,372,888 3,785,826

Approved and authorised for issue by the board of directors on 25

August 2021.

He Ningning
Director

The accompanying notes on pages 72 to 108 form part of this

interim financial report.
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Consolidated Statement of Changes in Equity

BHEmEIR

BiZ
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R
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for the six months ended 30 June 2021 — unaudited BiE —_ & _—

(Expressed in Renminbi) (A R#%17R)
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Condensed Consolidated Cash Flow Statement
FIHSHIRERER

for the six months ended 30 June 2021 — unaudited i — &~ —F ;X8 =+ B E/NER — R E&EEZ
(Expressed in Renminbi) U A B #%1]7R)

Six months ended 30 June

BENSNA=+THLAEAR

2021 2020
—E—F BT F
RMB’000 RMB’000
AR®TT ARBTT
Operating activities REEE
Net cash (used in)/generated from &% (FfAR) /FriER%E
operations (84,227) 705,123
Income tax paid EfFTEIR (125,073) (45,751)
Net cash (used in)/generated from #%:;E% (FREA)
operating activities FriSIRE& 55 (209,300) 659,372
Investing activities KEEDH
Payment for the purchase of BEME -BEK
property, plant and equipment E3=ANEN (246,800) (328,507)
Proceeds from disposal of property, HEYE KEK
plant and equipment REMMERIE 7,946 11,384
Payment for the purchase of BERLEENR
intangible assets (181) -
Net cash inflow of purchase and 0% B R BE 0] H Ath & =l
redemption of other financial BEENRESMA SR
assets 100,000 -
Net payment for derivative financial T4 £/ T 2 7UF %8
instruments (26,549) (4,908)
Interest received BWF R 15,068 6,406
Change in pledged deposits related £ 72 S HRE 2 2K 17
to construction FREH 140 (3,672)
Net cash used in investing KRETEIFTRAREFEE
activities (150,376) (319,297)

S572E 108 H HYBE MY Bt 5E 48 Al A< o HA 7
B EBI—8R 1D °

The accompanying notes on pages 72 to 108 form part of this
interim financial report.
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Condensed Consolidated Cash Flow Statement

for the six months ended 30 June 2021 — unaudited i &

MR HEERER

—FRAZTHIERER —FREEZ
(Expressed in Renminbi) (A R#%17R)

Six months ended 30 June

BENA=1THILEAEAR

Financing activities

Capital element of lease rentals paid
Interest element of lease rentals paid
Proceeds from share issued under

share option schemes
Dividends paid to equity

shareholders of the Company
Proceeds from bank borrowings
Repayment of bank borrowings

Interest paid

Change in pledged deposit related to

bank borrowing

Net cash used in financing

activities

Net (decrease)/increase in cash
and cash equivalents

Cash and cash equivalents at

1 January

Effect of foreign exchange rate

changes

Cash and cash equivalents at

30 June

The accompanying notes on pages 72 to 108 form part of this

interim financial report.

BEES
BENHAEREEATR
ENHEEREFNETER
R IS 1T
B 1R TS =IE
[SXREAVNEIR-Z
FBEAKR
RITERPTIERIE
BRIBITHENR
BIF S
BERITERAER 2
BIERERED

MEGZHFAREFE

RERBEEEY
(Ri) HE s %R

R—B—HHRERK
REFEY

EXEHNTE

RAB=+HM®
RehBEEEY

2021 2020

—E—F B CE|F

Note RMB’000 RMB’000
et ARETT AREBFTT
(14,932) (13,041)
(466) (962)

16(b) 59,036 59,777
16(a) (48,603) (107,152)
1,145,747 2,080,748
(1,233,544) (1,966,301)
(15,116) (30,051)
(208,519) (142,888)
(316,397) (119,870)

(676,073) 220,205

13(a) 1,983,516 411,517
(7,617) (881)

13(a) 1,299,826 630,841

S572E 108 H HYBE MY Y 5E 48 Al 45 o HA 7
B EBI—8R 1D °
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(Expressed in Renminbi unless otherwise indicated) (5515884 UARHIT)

72

Basis of preparation

The interim financial report has been prepared in accordance
with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited, including compliance with International
Accounting Standard 34 (“IAS 34”), Interim Financial
Reporting, issued by the International Accounting Standards
Board (“IASB”). It was authorised for issue on 25 August
2021.

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2020
annual financial statements except for the accounting policy
changes that are expected to be reflected in the 2021 annual
financial statements. Details of any changes in accounting
policies are set out in Note 2.

The preparation of an interim financial report in conformity
with IAS 34 requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities, income
and expenses on a year to date basis. Actual results may
differ from these estimates.

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The
notes include an explanation of events and transactions that
are significant to an understanding of the changes in financial
position and performance of the Company, its subsidiaries
(together referred to as the “Group”) and the Group’s interest
in an associate since the 2020 annual financial statements.
The condensed consolidated interim financial statements and
notes thereon do not include all of the information required for
full set of financial statements prepared in accordance with
International Financial Reporting Standards (“‘IFRSs”).

This interim financial report is unaudited, but has been
reviewed by KPMG in accordance with Hong Kong Standard
on Review Engagements 2410, Review of interim financial
information performed by the independent auditor of the
entity, issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”).

Q Technology (Group) Company Limited Interim Report 2021

THMBRERRRBERMERS
PRERABESF LHARNPERRN
REBERERY TSRSG5
AlZEE (BAREEIZEE))
a1 BY B PR & 5t 2 R 55345% (TRIRR
ST EREI4R)) PHHEHRER
ME-PHUBRENR ST -—F
NBZ+HBERET|-

BREHER S —FFEUER
KRB ESHERESN I PHM
BREEHRAN_Z_ZFFEH
B KR RFTER ARIAE R & 5t BUR AR
oG BREDFBEHNMEE2-

BIBT &R S st 2RI SE3458 1R R
RIS RS AT EE F H A B
fhst Rk > M FHE - G5tk
BREXEBRNER  UKREKE
EgERHNEERBRUKRKA
B HWEY TR -BERERNE
BRI &E st

APHMBEREHEHHSTHYH
R AR ERI N SRS o (Y 52
MBS _TFEFEPHREKT
LR ETERARTE S ERB AR
(B n TAEE)) BRI
RBEURFTEER —FEBREATHN
BanhENESREEZNEMHN
R BREHPHMBREKRA
st E R RBRMBERE %
A (ERMBHREEN) RRTE
MBREN—UIPRRER -

AP HBRERESEZ BEL
EEHGMEBARRERAE S
fiAg (ERGSEMAE)) PRAM
BB R ER TIFER])F24105E 4
BRI L1 BN H R B B
HIERETER



Notes to the Unaudited Interim Financial Report

x

EZ P HAR 5 R S Y 5

(Expressed in Renminbi unless otherwise indicated) (&5 AE15RESN > UA RS

Changes in accounting policies

The IASB has issued several amendments to IFRSs that are
first effective for the current accounting period of the Group.
None of these developments have had a material effect on
how the Group’s results and financial position for the current
or prior periods have been prepared or presented. The Group
has not applied any new standard or interpretation that is not
yet effective for the current accounting period.

Revenue and segment reporting

The principal activities of the Group are manufacturing and
sales of camera modules and fingerprint recognition modules
for mobile phones and other intelligent mobile terminals.
Revenue represents the sales value of goods sold, excludes
VAT and is after deduction of any trade discounts.

The Group manages its businesses by business lines. In
a manner consistent with the way in which information is
reported internally to the Group’s most senior executive
management for the purposes of resource allocation and
performance assessment, the Group has identified reportable
segments as follows:

—  Design, manufacture and sales of camera modules

—  Design, manufacture and sales of fingerprint recognition
modules

BETBREE

gt ENEZEGERHZEN
AERERS T HEERENNE
R HRESERNET - BIEZS
UERNAERRRAZIERN L
AIAIBNEE RV HBRRN G EE
MERTE AEBITEERNE
AU S 5T AR RS H AR £ R BV AR A 5] 2
Alsse Rz o

Wz Be 3 BB ¥R &

FEBENTEXEBREERBET
W EMEERHRIGHEEEREER
MR IER R EE - W IEPTEE
YIWIEEEE T EEEER B
BRAERZZ T

AEBREGREEREF AR
FEBRSRATEEBMOEE
BRREEFE2RABERNS
—BO AEBEERA A HRES DA
T

— W REKRBEEREGERE

— R RERBEEENHR
H

EskRlE (EE) BRAT 2021 Ehgs (3
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(Expressed in Renminbi unless otherwise indicated) (5515884 UARHIT)

74

Revenue and segment reporting
(continued)

No operating segments have been aggregated to form the
reportable segments of the Group.

All of the Group’s revenue is from contracts with customers
within the scope of IFRS15 and the timing of revenue
recognition is point in time.

WK Db RS (2

PROEMAE BRI E 2 806 > #

BEEDBKSSe

REBEFTA W IR EBRY R
SEAFIGREERNZER LY
T ¥ By fis] B B 50 UK

Fingerprint  Subtotal of
Camera recognition  reportable
modules modules segments Others Total
fEAUH B B
RIRERE 1R4E S ERNE Hith st
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBFT ARBFTR AREFTRT ARBTT AREFRT
Six months ended HE_Z-—&F
30 June 2021 ANA=+HLAER
Revenue Wa 8,397,994 917,761 9,315,755 20,086 9,335,841
Cost of sales HHE AL A (7,395,541) (844,477)  (8,240,018) (13,058)  (8,253,076)
Gross profit E 1,002,453 73,284 1,075,737 7,028 1,082,765
Six months ended HE—ZT-ZHF
30 June 2020 AA=+HLERER
Revenue Wi 7,718,732 1,047,284 8,766,016 36,004 8,802,020
Cost of sales THE R A (7,104,374) (948,048)  (8,052,422) (17,591)  (8,070,013)
Gross profit EA 614,358 99,236 713,594 18,413 732,007

Others mainly represent revenue from sales of waste
materials.

Segment profit represents the gross profit earned by each
segment. This is the measure reported to the most senior
executive management of the Group for the purposes of
resource allocation and assessment of segment performance.
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Hfth 3 B REALEY £ BO U2 o

DEOEMIEE 2 EEREBYER] © UL
DAAERRSHRATEEEMRE
ROk DERFTH2ZRIE

e



Notes to the Unaudited Interim Financial Report
REEEZPEAR TSR S M sE

(Expressed in Renminbi unless otherwise indicated) (&5B158E4N  UARFT)

3 Revenue and segment reporting 3 WEKRDEHRE &)
(continued)
The Group’s revenue by geographical location is determined REBBRMEBMNEE DN WHELE
by the location of operation of the contracting parties. BRI K E BT o

Six months ended 30 June
BEAA=+HLER
2021 2020
—E—F ZEIEF
RMB’000 RMB’000
AR®FT AREFT

Revenue 15 &
PRC (including Hong Kong) FE (BiEEH) 8,787,379 8,485,373
Overseas BRI 548,462 316,647
9,335,841 8,802,020
The Group had two (six months ended 30 June 2020: three) BE_ZT_—F,B=+tHLE
customers with whom transactions have exceeded 10% B REBEBEL (BEZEE
of the Group’s revenue for the six months ended 30 June FRA=FTHILERNER . =%) X
2021. The amount of sales to these customers amounted EFHZESBERAERKZAN10% o
to approximately RMB6,950,420,000 (six months ended 30 MEZEXPRPNEHEENAS AR
June 2020: approximately RMB7,720,834,000). 6,950,420,000c (BEE & _ &

FERNB=1tHLAER : YARK
7,720,834,0007T) ©

EskRlE (EE) BRAT 20215 h%E (D
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4 Other revenue and other net loss 4

76

EEZP MRS s

Other revenue
Government grants
Interest income
Others

Other net loss

Net foreign exchange gain/(loss)

Net (loss)/gain on foreign exchange
option contracts

Net gain on foreign currency forward
contracts

Net gain on other financial assets

Impairment losses on property,
plant and equipment

Impairment losses on interest in
an associate

Loss on disposal of property,
plant and equipment

H fth Iz
B A B
GURSYON
HAth

Hthi$ 518

SNEEUREE 7 (B51R) 38R

SNEHIR S AR (B1R)
Wy P AR

SNEERER & A B W I P AR

HithEmMEENmFER
M B Rk R E R 1R

R—EBE QTN ERL
BIERE
BREYFE WMERREBHER
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Hfth e ke H At #5548

Six months ended 30 June

BENA=+THLAEAR

2021 2020
—F—F —ETFF
RMB’000 RMB’000
AR¥F T AREFIT
33,447 70,359
10,356 4,466
205 1,758
44,008 76,583
20,437 (25,774)
(13,289) 12,391
5,278 4,291
910 -
(20,678) (8,095)
(22,222) -
(499) (200)
(30,063) (17,387)
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RS T L PRI 53R S M 5E

(Expressed in Renminbi unless otherwise indicated) (&5 AE158E4N » U R SR

5 Profit before taxation

Profit before taxation is arrived at after charging:

RIS A F]

FRIGAEF R R TR IBERE
N

Six months ended 30 June
BEAA=1+HLNER
2021 2020
—E_—F _ECEF
RMB’000 RMB’000
ARETT AR¥TFT

(a) Finance costs
Interest on bank borrowings
Interest on lease liabilities

(a)

R E A
RITEEFE
HEERME

14,299 28,119
466 962
14,765 29,081

Six months ended 30 June
BEAA=+HLER
2021 2020
—E—F ZEIEF
RMB’000 RMB’000
AR®TT ARHEFTT

(b) Staff costs
Contributions to defined
contribution retirement plans
Salaries, wages and
other benefits
Equity settled share-based
payment expenses

(b)

BT
FRE AR 5T B AR

#e s TERHEMER

U mEERRG
T RF

20,529 8,348
488,073 421,006
14,234 1,237
522,836 430,591

EskRlE (EE) BRAR 2021 Ehms ([



Notes to the Unaudited Interim Financial Report
R EZPERR 5 R S MfEE

x

(Expressed in Renminbi unless otherwise indicated) (5515884 UARHIT)

5 Profit before taxation (continued)

78

(c) Other items (c) HMIEE
Amortisation ey
- intangible assets —‘mEEE
Depreciation e
— owned assets —BEEE
- right-of-use assets —FRAREE
Auditors’ remuneration 1% BB 57
Operating lease charges in BREMENKE
respect of properties HEER
Research and development B &S AR AS (FEE()
costs (Note (i)
Cost of inventories (Note (ij) BFEERA (KaEi)

87 EWCRIR R ERE

Impairment losses on trade
receivables

Notes:

Research and development costs include staff costs of
employees in the design, research and development department
of approximately RMB87,029,000 for the six months ended 30
June 2021 (six months ended 30 June 2020: approximately
RMB66,990,000) which are included in the staff costs as
disclosed in Note 5(b).

The criteria for the recognition of such costs as an asset are
generally not met until late in the development stage of the
project when the remaining development costs are immaterial.
Hence both research costs and development costs are
recognised as expenses in the period in which they are incurred.

Q Technology (Group) Company Limited Interim Report 2021

5 FFEBANEF (&

Six months ended 30 June
BEAA=+HLER
2021 2020
—E—F ZEIEF
RMB’000 RMB’000
AR®TT ARBEFT

293 308
198,182 167,654
7,561 14,197
600 600

2,888 7,516
317,697 290,751
8,425,102 8,228,356
1,852 1,755

=2

BE_ZT-—FXA=+tHILXEA>
e mAaiERst - MEHrIEENS
TR AL AR ES7,029,000T (BEZ
BEIBRFEXRB=ZTHIEANER CHAR
#%66,990,0007T) » 5T AMIFE5(0)IE B R
BT

BZERREI R —EHEENRE—
iR EE 18 B [ 3 PR B R HARR T B 3 AL
AL REREFTTEWE - FHIE > IR
ERAENTNEELAEEDRHA
Ho
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EZ P HAR 5 R S Y 5

(Expressed in Renminbi unless otherwise indicated) (&5B158E4N  UARFT)

Profit before taxation (continued)
Notes:

(i) Cost of inventories include carrying amount of inventories sold,
carrying amount of inventories recognised as research and
development expense, and write down of inventories. Cost
of inventories includes approximately RMB571,656,000 for
the six months ended 30 June 2021 (six months ended 30
June 2020: approximately RMB497,178,000) relating to staff
costs, depreciation and amortisation expenses, which amounts
are also included in the respective total amounts disclosed
separately above or in Note 5(b) and Note 5(c) for each of these
types of expenses.

Income tax in the consolidated income 6
statement

Income tax in the consolidated income statement represents:

5 [FRBELEF) ()

Wit :

(i

FERAEEEHEFENREE
BRAMBEERNGFTENREME
REEMR - BE_S_—E€XA8
=tHIERER FERABENA
R#571,656,000c (HEZZE %
FRBE=Z+HLEREA  NAR
497,178,0007T) » EE T A ITER
BT AR ZESBENTARSES
$E 7R 2 1 b S BIE AR B S T 525 (D)
KM sE5(cHR BRI S IEME SR o

BHEmRPBFAEH

B @R HIFTSMREE

BIHAIR I8

- PRC Corporate Income Tax — A PSR
PRC dividend withholding tax (Note () R ERB& B 830 (Ht52(v))
IRIERR IR

Current tax

Deferred taxation

Total 4EET

(i)  Pursuant to the rules and regulations of the Cayman
Islands and the British Virgin Islands (“BVI”), the Group is
not subject to any income tax in the Cayman Islands and
the BVI.

Six months ended 30 June
BEANAB=1+HLAKER

2021 2020
—EZ—fF = - 2
RMB’000 RMB’000
ARBT T ARBFIT
98,979 45,056
24,971 4,500
(38,195) (10,101)
85,755 39,455

E##E (@) BRAR 2021 FPHRE

REHEEEREBREUEES

(RBRREE)) NRAK
ERAEEBANHERS
KRB R LB EHMERNFRRE
M ©
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6

80

AL

EZ P HAR B R S Y 5E

Income tax in the consolidated income
statement (continued)

(i

(i)

(iv)

Kunshan Q Technology (Hong Kong) Limited (“Kunshan
QT Hong Kong”) and Kunshan Q Technology
International Limited (“QT International”) are subject to
Hong Kong Profits Tax at 16.5%.

Kunshan Q Tech Microelectronics (India) Private Limited
(“India Q Tech”), Q Technology Korea Limited (“Korea
Q Tech”) and Q Technology (Singapore) Private Limited
(“Singapore Q Tech”) are subject to the local income tax
at 25%, 10% and 17% respectively.

The PRC statutory income tax rate is 25%. Kunshan
QTech Microelectronics Co., Ltd. (formerly known as
“Kunshan Q Technology Limited”) (“‘Kunshan QT China”)
successfully renewed the High and New Technology
Enterprise (“HNTE”) qualification on 24 October 2018
and continued to enjoy a preferential income tax rate of
15% for three years commenced from 1 January 2018.
Kunshan QT China has sent application for renewed
the HNTE qualification on 19 July 2021. Shenzhen Q
Technology Limited (“Shenzhen QT Subsidiary”) was
qualified as a HNTE on 9 December 2019 to enjoy
a preferential income tax rate of 15% for three years
commenced from 1 January 2019.

According to the PRC Corporate Income Tax Law
and its related regulations, the Group is subject to a
withholding tax at 10%, unless reduced by tax treaties
or arrangements, for dividends distributed by a PRC
enterprise to its immediate holding company outside
the PRC for earnings generated beginning on 1 January
2008. According to the China-HK Tax Arrangement
and its relevant regulations, a qualified Hong Kong tax
resident which is the “beneficial owner” and holds 25%
or more of a PRC enterprise is entitled to a reduced
withholding rate of 5%.

Q Technology (Group) Company Limited Interim Report 2021

6

BRI ERPHFAER @

(if)

(i)

Kunshan Q Technology (Hong
Kong) Limited (TR ESE
) REUERBREIRER
~E (TESREER) 51216.5%
IR KGR E BFER

Kunshan Q Tech
Microelectronics (India) Private
Limited (TENEE#I) ~ Q
Technology Korea Limited
(T88E £ %K) 52Q Technology
(Singapore) Private Limited
(T#rNIXEEK1) 2 BB
25% ~10% K17 %8I 13 == 4 4
EHFTIEH o

PEMNEEMERBES
25% R _ZE—NEFE+ A
“t+HOBEBLERKMEFR
EROBERAD FIBIELERE
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(Expressed in Renminbi unless otherwise indicated) (&5B158E4N  UARFT)

7 Earnings per share 7 SRER

(a) Basic earnings per share

The calculation of basic earnings per share is based on
the profit attributable to ordinary equity shareholders
of the Company of approximately RMB570,741,000
(six months ended 30 June 2020: approximately
RMB335,522,000) and the weighted average of
1,176,700,000 ordinary shares (six months ended 30
June 2020: weighted average of 1,164,130,000 ordinary
shares) in issue during the interim period, calculated as
follows:

Weighted average number of ordinary shares

Issued ordinary shares at 1 January R—B—HH
BETEER
Effect of share options exercised BITHEERENTEE
Weighted average number of RAB=Z+HH®
ordinary shares at 30 June TEAR IR

() SRELFEF

EREABADURLABEE
KREFEABGHBOAR
#570,741,000c (BRE_ZZ
“EEXABZFTHIEAEAR
£ NE#335,522,00070) &
FRHEAEAR B T E @R M
TS ¥9%01,176,700,0000% (&
EEZ_EEARB=Z+THIE
ANER  EERNMEFEE
1,164,130,0000%) AE £ &
mr

BBRIEFII

Six months ended 30 June
BEAA=1+HLNER
2020
—Eo=F
000
T

1,172,251 1,157,476
4,449 6,654

1,176,700 1,164,130

EstRlE (EE) BRAF cooiEhmms  S1
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7 Earnings per share (continued) 7 SBREF #E&)

(b) Diluted earnings per share (b)

The calculation of diluted earnings per share is based
on the profit attributable to ordinary equity shareholders
of the Company of approximately RMB570,741,000
(six months ended 30 June 2020: approximately
RMB335,522,000) and the weighted average number of
ordinary shares of 1,187,063,000 (six months ended 30
June 2020: weighted average of 1,175,347,000 ordinary
shares), calculated as follows:

sRi#ERF

SRBERADURLABDEE
RIEFEABGEZFOARE
570,741,000t (BBE_E
ZERNB=ZtTHLEXNES &
AR #335,522,0007) K@
B& N AE 9 %41,187,063,0008%
(BE_Z_ZTF,~BA=+H
IEREA  E@ERmMEFEH
1,175,347,0000%) AEEHE
Lo(I S

Weighted average number of ordinary shares BRI IEE 1 (1)
(diluted)
Six months ended 30 June
BEANB=1tHLAKER
2020
ZEIEF
000
T
Weighted average number of RAB=+8HH
ordinary shares at 30 June = 5E RS N RE T 19 8 1,176,700 1,164,130
Effect of deemed issue of shares under 1R {EIRIEZA AT
the Company’s share option scheme RS B 1T
i B 2 10,363 11,217
Weighted average number of RAB=+H®
ordinary shares (diluted) at 30 June B IMEFEEE
(#54) 1,187,063 1,175,347
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(Expressed in Renminbi unless otherwise indicated) (&5 AE15RESN > UA RS

8 W% ME KRR
(a) Wi HEAEEEREAE

8 Property, plant and equipment

(@) Acquisitions, disposals and impairment of

owned assets

During the six months ended 30 June 2021, the Group
acquired items of property, plant and equipment with
a cost of approximately RMB324,849,000 (six months
ended 30 June 2020: approximately RMB375,780,000).

During the six months ended 30 June 2021, the Group
entered into three new lease agreements for use of
machinery with a cost of approximately RMB2,812,000
and six new lease agreements for use of properties
with a cost of approximately RMB5,495,000 (six
months ended 30 June 2020: the Group entered into
a new lease agreement for use of machinery with a
cost of approximately RMB3,672,000 and four new
lease agreements for use of properties with a cost of
approximately RMB2,986,000).

ltems of property, plant and equipment with a net book
value of approximately RMB8,445,000 were disposed
during the six months ended 30 June 2021 (six months
ended 30 June 2020: approximately RMB11,584,000),
resulting in a loss on disposal of approximately
RMB499,000 (six months ended 30 June 2020:
approximately RMB200,000).

In June 2021, the Group change the use of a number
of property, plant and equipment and assessed the
recoverable amounts of those property, plant and
equipment, as a result the carrying amount of the
property, plant and equipment was written down
to their recoverable amount. An impairment loss of
approximately RMB20,678,000 was recognised in
“Other net loss” (six months ended 30 June 2020:
approximately RMB8,095,000).

BHE_ZE”_—F,A=1tHL
NEB S KEBEMAHNAR
#324,849,00070 (BE_Z—
TEEARNA=ZFTHILEARER I &
AR #375,780,0007T) W BE#
X BENKFEEB-

BHE_Z2_—F<B=+HL
NEB S KEBUMEAYAR
H“'512 812,000 cs] L =19 ##

EMamUERBERE R
B A& N R #5,495,000705]
UNDHEEREUERYE
(BE_E2-Z22FNHB=+
HIEANER | A& B UL
AR #3,672,000755] 3 — 15
MEEwEUEREESRE KR
DR A 49 N R #2,986,0007C
UM HEEREUEREY
%) o

RE FELNA AR
8 445, oooﬁz*%@% & B &
HEBEBENHE S - —4/5
H_JrEJt/\@EJEE(%zi
:%:%Ef\EE—FEﬂ:/_\T
# N R111,584,0007T) °
&Fi@%%)&ﬂa SN
499 0007T (BE_ZE _ZFX
B=Z+HIEANER  OAREE
200,0007T) °

RN_E_—FB Ax&EEE
NZBEBYE -BERKENB
RUTFEZEVE BERRK
HH e K [O] & RE > RIUE > ¥ 2~
BERZFENEDESHMBEE
HolEl&%E o HEBBL A
R 20,678,000 27 TEHth
FEEI PER (BE_ZE T
FERNB=ZFTHLENER t YA
E 1£8,095,0007T) ©

EskRlE (EE) BRAT 2021 Ehi%s 0 O3
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(Expressed in Renminbi unless otherwise indicated) (5 AE15BESN » U R IR

9 Inventories 9 F&
Inventories in the consolidated statement of financial position EHHMBERIARINEEDLE
comprise:
AN At 31 December
2021 2020
A—EZ—4F . S =
VIR =l +— 5 =+—H
RMB’000 RMB’000
ARETT AREF T
Raw materials R AR 1,578,027 861,245
Work in progress TR M 383,288 569,092
Finished goods B & 558,619 512,688
2,519,934 1,943,025
The analysis of amount of inventories as expenses and ATt A BEETITNEESZERN
included in profit or loss is as follows: S
Six months ended 30 June
BESRA=1+HLAERB
2021 2020
—E_—fF —E2TEF
RMB’000 RMB’000
ARETT AREF T
Carrying amount of inventories sold B HEFEMNEREE 8,221,930 8,024,910
Carrying amount of inventories WMRAMEERNEEDN
recognised as research and IREE
development expenses 175,388 160,998
Write down of inventories FE MR 27,784 42,448
8,425,102 8,228,356
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(Expressed in Renminbi unless otherwise indicated) (&5 AE15RESN > UA RS

x

10 Trade and other receivables

10 BB R HMEWRIE

Trade receivables B 5 EWSIE
— third parties —%$=5

Bills receivable

Trade and bills receivables

Less: Allowance for doubtful debts

Other deposits, prepayments

(if

— related parties (Note 19(b))
R R

— third parties —%=5

o RERERE

and receivables FE U TR 18

All of the trade and other receivables are expected to be
recovered or recognised as expense within one year.

Bills receivable are due in 3 to 6 months from the date of
issue.

The Group accepts bank acceptance bills from major
banks in the PRC for settlement of trade receivables.
The management considered that the risk of these
bills relates substantially to credit risk. Accordingly,
when these bills were transferred by either discounting
or endorsement, they were derecognised as financial
assets. As at 30 June 2021, the bank acceptance bills
which the Group has transferred but not overdue were
totally amounted to approximately RMB122,295,000
(31 December 2020: approximately RMB965,000). All of
these bills are due within 6 months.

—RE8 s (BaE190b))

8 5 B IE K Bl R %

Hithg A MER

AT At 31 December
2021 2020
Ao —g Sttt
HNA=TH [apy=iels
RMB’000 RMB’000
ARET AREFT
4,202,863 3,400,788
3,113 1,263
40,973 76,190
4,246,949 3,478,241
(3,442) (1,590)
4,243,507 3,476,651
141,032 112,377
4,384,539 3,589,028

E##E (@) BRAR 2021 FPHRE

PREE S REMERRIETER
S — P U B BX R SR A B
%o

W REBETHIES3ES
&l 3 EHA -

AEEBRSHEHEEIRTHIER
TEARERULEBTEZEIK
NBE-BEEBRAZEEEN
R FEREERMER A
I EZEEBREBMBARS
EWER  ZEEHRERILE
RAETMEE-R_ZE-—F
ANB=ZtH AXEECD®EESE
REENBRITAREZHREEA
K ANR1122,295,00070 (Z &
“EE+ZRA=Z+—H A
K 1965,0007T) *FTEZEE
BHRANEARRNER
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(Expressed in Renminbi unless otherwise indicated) (5515884 UARHIT)

10

86

Trade and other receivables (continued)
(a) Ageing analysis

As of the end of the reporting period, the ageing analysis
of trade and bills receivables (which are included in trade
and other receivables), based on the invoice date and
net of allowance for doubtful debts, is as follows:

10 EZ R EMMEUWTRIE (&)

(a) FRECOM

RBEHR HEZAHE D
RINGRIEZEERNE SR
MEREWRE (EFFAES
K EAFEWRRIR) BYBR & 0 A
LI

Within 1 month

More than 1 month but
within 3 months

More than 3 months but
within 6 months

More than 6 months but
within 1 year

P1EB LA
BiE11E BB 3ME B LUK

RSy EVERIENNCEPERON

BiEeEA EIR1FELUR
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AT SR At 31 December
2021 2020
tmEo g [
HNA=TH [apsils
RMB’000 RMB’000
ARETT AREBFTT
2,755,678 2,553,862
1,437,316 806,368
49,210 116,353
1,303 68
4,243,507 3,476,651
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(Expressed in Renminbi unless otherwise indicated) (&5 AE158E4N » U R SR

10 BZ R EMEUTRIE (2

(b) B 5 EWRIEREWEIENR
&

10 Trade and other receivables (continued)

(b) Impairment of trade and bills receivables

& 5 8 W mR T8 K2 8 I SR 48 B R
EEERBEBRCE Rk
AEBREMWCIBRMEEERNT
FEMMFEM ELEEBRT
HEBEEEEEZRENRIEA

Impairment losses in respect of trade and bills
receivables are recorded using an allowance account
unless the Group is satisfied that the recovery of the
amount is remote, in which case the impairment loss is
written off against trade and bills receivables directly.

T FE U SR 4R 5 o
The movement in the allowance for doubtful debts during B ERNRESEEHENEEH U
the period/year is as follows: T
AV At 31 December
2021 2020
B —F RN_T_ZTF
A== = +—— A =+—H
RMB’000 RMB’000
AR®TT AREEFTT
At 1 January w—B—H 1,590 1,297
Impairment losses recognised BRI RERE 1,852 293
As at 30 June/31 December RAB=+8/
+-B=+—H 3,442 1,590

" TEEREERER

At 30 June 2021
WZEZ—%,"B=+H

11 Derivative financial assets and liabilities

Notional
amount Assets Liabilities
LEEEE BE =i
RMB’000 RMB’000 RMB’000
AR®TT ARETT AR®TT
Foreign currency INEFTETA
derivative instruments
— Forward contracts —Z2HE4 627,763 5,248 -
— Option contracts —HiEEH 961,263 - (6,645)
Total 4EET 1,589,026 5,248 (6,645)

EstRlE (EE) BRAT 2021 Ehims S (
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(Expressed in Renminbi unless otherwise indicated) (5515884 UARHIT)

11

88

Derivative financial assets and liabilities
(continued)

" TEEMEERER (&

At 31 December 2020
R ZETEF+TA=+—H

Notional
amount Assets Liabilities
HEREHE BE aE
RMB’000 RMB’000 RMB’000
AREFT AREFT ARETFT
Foreign currency derivative SNEETTET A
instruments
— Forward contracts —IZHEY 267,030 - (975)
— Option contracts —HA S 535,042 - (47,302)
Total 48 =+ 802,072 - (48,277)

The Group entered into foreign currency option and foreign
currency forward contracts with banks. As at 30 June 2021,
the notional amount of outstanding contracts amounted
to approximately USD245,976,000 (31 December 2020:
approximately USD122,925,000). All these option and forward
contracts are matured within one year.

The fair value of the foreign currency option contracts is
measured using the Black-Scholes-Merton Model. Main
parameters used in the model include the spot price of the
foreign exchange rates as of the valuation date, strike rates,
forward foreign exchange rates, implied volatilities of foreign

exchange rates and the risk-free rates.
The fair value of foreign currency forward contracts takes into

account the market interest rate and the estimated future
pay-off of the foreign exchange forward contract.

Q Technology (Group) Company Limited Interim Report 2021

7~ 5 B 82 $R 47 57 37 9 BB HA R R Ah
EEHaN -R_E_-_—F/H
=t+H > REBEOZELETEDN
%245,976,000% 7T (ZE _ZF
+ZHB=+—H":#%122,925,000
E7m) oM BEZEHEREZREEN
BHR—FRNEIHE-

SMNEFRE SRR FET AR
RoEH-EREEFE-RE
qﬂ%ﬁHE’JH‘:E FEEGEERRR
X THREX EREX IIMERE
Z‘ZE’\JB FREEURERBRFE

SINEBERENZAFELEEES
SRR L INERIA S LTS RK R
EHEEo
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(Expressed in Renminbi unless otherwise indicated) (&5 AE158E4N » U R SR

12 Pledged bank deposits

Pledged for ABUTEIBER
— short-term bank borrowings — K HRSR 1T E R (Wt 14)
(Note 14)
— letters of guarantee — R K

Pledged bank deposits BIRIRIRITEM

13 Cash and cash equivalents

(@) Cash and cash equivalents comprise:

12 BIEWIR1TIERR

NSRS At 31 December
2021 2020

A—E— 4 N-ZB-EF

N —_—=—

V=Rl +— A =+—H
RMB’000 RMB’000
ARBTT ARBTIT

469,379 260,860
5,562 5,702
474,941 266,562

Cash in hand FEREE

Cash at bank IRITER

Cash and cash equivalents NEBERERRIRS
in the statement of financial MERNZEESR
position and cash flow B % EY

statement

As at 30 June 2021, cash and cash equivalents
placed with banks in the Mainland China amounted to
approximately RMB896,685,000 (31 December 2020:
approximately RMB1,522,105,000). Remittance of funds
out of the Mainland China is subject to the relevant rules
and regulations of foreign exchange control promulgated
by the PRC government.

13 RERREFEY
() RERRSEEMEIE:

AT At 31 December

2021 2020
A4 R_Z_ZE
nV=ad=l - — A =+—H
RMB’000 RMB’000
ARETT AR#EF T
60 78
1,299,766 1,983,438
1,299,826 1,983,516

RIE_—FB=+H =&
EEEFAPEKREEIRITHIR
ERIBETEEYNAARE
896,685,000 (ZE & &F
+ZB=+—H: HARME
1,5622,105,0007T) - B E&E
H A B oA PR 2B 48 ST R B BT 2B
5 B9 A8 BA 51 BE B %I 38 B Ko ok
o

EstRiE () BRAR 0215 hmms 89
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13 Cash and cash equivalents (continued) 13 INERIREEEBEY &)
(b) Major non-cash transactions (b) EEFHERS
For the six months ended 30 June 2021, major non-cash BHE_E-_—F,BA=1+HIL
transactions included the following items: NEB > FEFRERZEIE
NTIER -

Six months ended 30 June
BEAA=+HLER
2021 2020
—E—F ZEIEF
RMB’000 RMB’000
AR®BT AR¥ETFT

Settlements of trade payables directly  HigmEESE4EE

Settlements of trade payables directly EiZHIETHEBEC

by the bank through import trade BS5EAMEER

loan facilities B 5 E7IE 470,209 677,975
Total wst 478,787 706,215
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(Expressed in Renminbi unless otherwise indicated) (&5B158E4N  UARFT)

x

14 Bank borrowings

14 $R1TE™

Long-term bank borrowings RHAIRTTER
- secured (Note (a)) —BE® WataE)
- unsecured — IR
Short-term bank borrowings FRHAIRITER
~ secured (Note (b)) — BRI (H1a2 b))
- unsecured —mILHR

(@) As at 30 June 2021, the balance was the long-term bank

borrowings with effective interest rate of approximately
1.95% of approximately TWD255,000,000 which was
repayable on 20 August 2022. It was secured by
26,160,850 shares (31 December 2020: 26,160,850
shares) of Newmax Technology Co., Ltd. (an associate)
held by the Group.

PRl NI SE At 31 December
2021 2020

B —F e
HNA=TH [apy=iels
RMB’000 RMB’000
ARET AREFT

58,956 59,211
20,000 100,000
78,956 159,211
465,246 261,152
1,093,783 842,869
1,559,029 1,104,021
1,637,985 1,263,232

(@)

RN_E_—FB=1+H'E

G A B RAEHN1.95%8
Eﬁ_g::ﬁﬂﬁ_+a
BEZ 4% & 1%255,000,000
TZEBRBRITER EARK
EEFEH 226,160,850 (=
ZTEF+ZHA=+—8":
26,160,8500%) # B &l % & 149
BRAR (—EBERR) KK
EIR IR -

EstilE (EE) 5RAF cooiEhmms 91
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14 Bank borrowings 14 IRITE™R &
(b) The short-term bank borrowings were secured by assets (b) SHRTTRETBHAERBNEE
of the Group and the carrying amounts of these assets EIRIF  ZEESENEmAN

are as follows: o

AT SR At 31 December

2021 2020
et N TR TEF
AV=I=R =l —— 5 =+—H
RMB’000 RMB’000
AR#TT AREF T
Pledged bank deposits BIRRIRITER (Wat12)
(Note 12) 469,379 260,860
(c) As at 30 June 2021, the bank borrowings with effective c) RZE-_—F~B=+H"8
interest rate of approximately 1.29% (31 December MREZEKZKGEB1.20% (CE_=E
2020: approximately 2.32%), were repayable as follows: F+ZA=+—H : 82.32%)
ZIRTTEMABERENT !
AT At 31 December
2021 2020
AT N_ZE_TF
V===l +— F=+—H
RMB’000 RMB’000
AR®T T AREFT
Within 1 year or on demand —FRRBEREER 1,559,029 1,104,021
After 1 year but within 2 years —E BB MER 78,956 159,211
1,637,985 1,263,232
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(Expressed in Renminbi unless otherwise indicated) (&5 AE158E4N » U R SR

15 Trade and other payables

15 B 5 KRE AT RIE

Trade payables and accruals
— third parties
— related parties (Note 19(b))
Bills payable (Note (a))
— third parties

Trade and bills payables (Note (b))

Accrued payroll
Other payables and accruals

All of the trade and other payables as at 30 June 2021 are
expected to be settled or recognised as income within one

year or are repayable on demand.

B Z (I RIEREER

—-%5=7

—RE8 s (B aE190b))

et R4E (Hfa2(a))
—%=7

B 5 B REKRENRE

(Htz£m))

BstTE

Hi B RE R E BB

(a) Bills payable analysed by type of security

NI EES At 31 December
2021 2020

N —F ik
AR d=l - — 5 =+—H
RMB’000 RMB’000
ARETT AREFT
3,867,313 4,472,760
55,851 32,199
1,251,891 962,415
5,175,055 5,467,374
128,379 157,703
634,739 388,395
5,938,173 6,013,472

RZEBE_—FRB=+HWMREBEE
SREMBNRBERANR —FERNE
BB AWM ANBRBERERE-

(a) BIBRERIMZENRE

Bills payable unsecured

EIRIRENRE

O TGESS At 31 December
2021 2020
p=s=— et St ¥
V===l — — 5 =+—H
RMB’000 RMB’000
AR®TF T ARET T
1,251,891 962,415

EstRHE (EE) BRAT 021 Ehmms 93
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15 Trade and other payables (continued)

94

(b) An ageing analysis of the trade and bills
payables based on the invoice date is as

15 BH REMBLRIE (2

(b) BEZAPE D ZEZ MR
EREMEBEZIREDHMT:

follows:

ARSI SA At 31 December
2021 2020
AZE=—F Skt t.d
V===l +— F=+—H
RMB’000 RMB’000
AR®BTT AR¥ETT
Within 3 months R3MEA UK 4,410,042 4,480,859

Over 3 months but BiE31E A ER6E B UA
within 6 months 474,366 389,087

Over 6 months but HBiEeE A ER1FEMUA

within 1 year 3,778 32,172
Over 1 year BiE1E 3,714 22,860
4,891,900 4,924,978

As at 30 June 2021, the accrued trade payables which
represented the amounts with no invoice received by
the end of the reporting period date, were amounted to
approximately RMB283,155,000 (31 December 2020:
approximately RMB542,396,000).

Q Technology (Group) Company Limited Interim Report 2021

N_E_—FEB=1+HE
FFESEMRIE (B3RS
R EWEREZENRIE) 95
AR #283,155,00070 (Z & —
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16 Capital, reserves and dividends 16 ES\HERRKRE
(a) Dividends (@ BE
Dividends payable to equity shareholders attributable to FEMBEEERELHE R HEIER
the previous financial year, approved and paid during the B E RIS ZENMEESA
interim period ARE
At 30 June At 30 June
2021 2020
e N_E-FE
~NB=+H A~NA=+H
RMB’000 RMB’000
AR®TT AREBTT
Final dividend in respect of MEBPBREEERNUT
the previous financial year, F HA HA R 4 R R B
approved and paid during RHEARE B5.05811L (FBHER
the following interim period HARKA2D) (HBE_S
of HKD5.0 cents (equivalent —EFRAB=+HIL
to approximately RMB4.2 ANEA :10.08 FBER

cents ) (six months ended 30 HAR9.09))
June 2020: HKD10.0 cents
(equivalent to approximately

RMB9.0 cents)) 48,603 107,152
The Company did not propose any interim dividend for KANBAAEZMEE_S _—
the six months ended 30 June 2021 (six months ended FERAB=+HLIENERB KRBT
30 June 2020: nil). AFHERE (BEZZZ2F

ANAB=+THLER : &) -

(b) Share capital (b) B&Zs
Authorised and issued share capital ETERBZEITRA
Number of
Shares Amount
BHEE £%8
000 HK$’000
Tz FET
Authorised: ETE :

Ordinary shares of EREEC.OIBTZEBER

HK$0.01 each 50,000,000 500,000

EstRiE (EE) BRAT 021 Ewmms 9D
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16 Capital, reserves and dividends (continued)

(b) Share capital (continued)

Authorised and issued share capital (continued)

16 B fEBERKRE @&

(b) Rz (&)

AEERBETRE (B)

Number of Nominal value of
shares ordinary shares
RnEE BEREE
’000 HK$'000 RMB’000
Tk TET ARBTTT
Issued and fully paid: BETRER
At 1 January 2021 N_E—F 1,172,251 11,722 9,383
—A—H=
Shares issued under 2018 RE_Z—N\F
Share Option Scheme B E
BITRAD 3,088 31 26
Shares issued under 2019 RE-Z—HE
Share Option Scheme B E
BITRD 1,743 17 15
Shares issued under 2020  REFE_T_TE
Share Option Scheme EkEstal
BRI 4,904 49 42
At 30 June 2021 T
~NB=+H 1,181,986 11,819 9,466
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16 Capital, reserves and dividends (continued) 16 BE-E#EREBE &

(b) Share capital (continued) (b) B&Z (&)

Authorised and issued share capital (continued)

During the period, pursuant to the Company’s share
option schemes (Note 16(c)), options were exercised
to subscribe for 9,735,080 ordinary shares (six
months ended 30 June 2020: 14,774,680 shares)
in the Company at a consideration of approximately
RMB59,036,000 (six months ended 30 June
2020: approximately RMB59,777,000) of which
approximately RMB83,000 (six months ended 30
June 2020: approximately RMB135,000) was credited
to share capital and the balance of approximately
RMB58,953,000 (six months ended 30 June 2020:
approximately RMB59,642,000) was credited to the
share premium account and share-based payment
reserve. Approximately RMB15,911,000 (six months
ended 30 June 2020: approximately RMB3,778,000) has
been transferred from the share-based payment reserve
to the share premium account. 566,980 options were
lapsed during the period (six months ended 30 June
2020: 677,520).

As at 30 June 2021, the total number of shares
which may be issued upon the exercise of all options
outstanding from the Company’s share option schemes
is 17,621,940 (31 December 2020: 27,924,000), of
which 3,063,300 options are exercisable at an exercise
price of HK$4.65 per share, 2,506,800 options are
exercisable at an exercise price of HK$6.02 per share
and 12,051,840 options are exercisable at an exercise
price of HK$9.22 per share.

AEEREETRE (B)

HHA - RiIEAR R Z B RES
2] (My5E16(c)) > B EELT
fELLER 89,735,080 KA F
ZER (BE_Z2_ZFHFEXA
=+HIEAREAR 14,774,680
KERMH) HEBHOARE
59,036,000t (HEZEZZ &
FERNB=Z1THIEAER YA
R #59,777,0007T) » HH 4
AR 183,000t (BHE_Z
ZEANAB=ZtTHLEXEARA &
AR #135,0007t) B 5t AR
K EREEA AR 58,953,000
T (BE_ZT _ZF£XH
“t+tHIEARER : AR
59,642,0007t) B 5t ARM% &
BEREURKRND A ERIN R
%o 49 AR #15,911,0007T (&
EIZTEFRA=THIEAR
@A 4 AR#3,778,0007T)
ERURGAERONRES
BEERMD @ER 566,980
MEREERBEREAR (BE
TECEERA=Z+HIENE
B :677,5201%) ©

A ZE_—FRXB=+H"
RARNBBRESEEBETZ
FTEEARTEZEREET
FRAFETZROEES
17,621,940 (ZEZZZ &
+-B=+—H 27,924,000
§%) » HEh3,063,30017 B8 A 1
PR ER4A.658 T ZTHEET
f£+2,506,80017 B8 AR # 0] #%2
FR6.02BTZTHEETER
12,051,840 BE R # 0] 2 = B%
9.22B L ZTEBITRE

EstRlE (EE) BRAR c021Ehmms 97
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16 Capital, reserves and dividends (continued)

98

(c) Equity settled share-based transactions

)

(i)

2016 Share Option Scheme

On 26 October 2016, the Company granted a total
of 39,425,000 share options (the “2016 Share
Option Scheme”) to 165 eligible participants
(“Grantees”) to subscribe for a total of 39,425,000
ordinary shares of HK$0.01 each in the capital of
the Company, subject to performance conditions
related to certain revenue growth target of the
Company’s 2017, 2018 and 2019 financial years.

2017 Share Option Scheme

On 9 June 2017, the Company granted a total of
8,083,000 share options (the “2017 Share Option
Scheme”) to 48 Grantees to subscribe for a total
of 8,083,000 ordinary share of HK$0.01 each in
the capital of the Company, subject to performance
conditions related to certain revenue growth target
of the Company’s 2017, 2018, 2019 and 2020
financial years.
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(c) UEmEENRMNRS (@)

16 Capital, reserves and dividends (continued)

(c) Equity settled share-based transactions

(continued)
(iij) 2018 Share Option Scheme (i) =EFE—/\EBREHAZ
On 7 December 2018, the Company granted a N_E2E—NF+_A+

total of 12,720,000 share options (the “2018 Share
Option Scheme”) to 83 Grantees to subscribe for
a total of 12,720,000 ordinary share of HK$0.01
each in the capital of the Company, subject to
performance conditions related to certain revenue

H>Z&AB M83% AT A
BHAE£12,720,00010 88
g (I ZE—NEERE
581 USRBEAR QB KA
&1£12,720,0000 S R

growth target of the Company’s 2019, 2020 and HmEO.O1IABA T 2T ERR
2021 financial years. R 7% Eﬁ K [
—NnE TEFRZ

_—EEZBZEEZ%:F

(iv) 2019 Share Option Scheme

On 21 June 2019, the Company granted a total of
11,454,000 share options (the “2019 Share Option
Scheme”) to 68 Grantees to subscribe for a total

(iv)

WAREERZITEGMAE
EEME HAFEE-

ZE-NFERENE

R_E—hENB_Z+—
H>Z&RATEB8%EIE A
?*tlj:./\ﬂ 454,00017 B

of 11,454,000 ordinary share of HK$0.01 each in kE(TZE—IAFE Hz
the capital of the Company, subject to performance WESTEl) L/( MEE AR A

conditions related to certain revenue growth target
of the Company’s 2020, 2021 and 2022 financial
years.

E#EE () BRAR 2021FF RS

HRK#M:A11454OWHR
EREEOIEATZEE
B EEBERFBRAAREZ
ZTEFTE I —FR
TEC_EFEUHBEEZE
FIMAEEBEZEZITHE K
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16 Capital, reserves and dividends (continued)

(c)

(d)

Equity settled share-based transactions
(continued)

(v) 2020 Share Option Scheme

On 16 September 2020, the Company granted a
total of 17,879,600 share options (the “2020 Share
Option Scheme”) to 119 Grantees to subscribe for
a total of 17,879,600 ordinary share of HK$0.01
each in the capital of the Company, subject to
performance conditions related to certain revenue
growth target of the Company’s 2020, 2021, 2022
and 2023 financial years.

PRC Statutory reserve

As stipulated by regulations in the PRC, the Company’s
subsidiaries established and operated in the Mainland
China are required to appropriate 10% of their after-tax-
profit (after offsetting prior year losses) as determined
in accordance with the PRC accounting rules and
regulations, to the statutory surplus reserve until the
reserve balance reaches 50% of the registered capital.
The transfer to this reserve must be made before
distribution of profits to parent companies.

The statutory reserve can be utilised, upon approval by
the relevant authorities, to offset accumulated losses
or to increase capital of the subsidiary, provided that
the balance after such issue is not less than 25% of its
registered capital.

The PRC statutory reserve of the Group would be
reduced when the cancellation of the PRC subsidiary’s
registration is completed.
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16 Capital, reserves and dividends (continued) 16 BE-#ERKE (&

(e) Capital management

(e) BEXEHE

The Group’s primary objectives when managing capital
are to safeguard the Group’s ability to continue as a
going concern, so that it can continue to provide returns
for its shareholder and benefits for other stakeholders,
by pricing products commensurately with the level of risk
and by securing access to finance at a reasonable cost.

The Group actively and regularly reviews and manages
its capital structure to maintain a balance between the
higher shareholder returns that might be possible with
higher levels of borrowings and the advantages and
security afforded by a sound capital position, and makes
adjustments to the capital structure in light of changes in
economic conditions.

The Group monitors its capital structure with reference
to its debt position. The Group’s strategy is to maintain
the equity and debt in a balanced position and ensure
there are adequate working capital to service its debt
obligations. The Group’s gearing ratio was approximately
38.3% at 30 June 2021 (31 December 2020:
approximately 34.6%).

AEEEEEANEZERS
REXREEFEEENES
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17

Fair value measurement of financial
instruments

Financial instruments carried at fair value

The following table presents the fair value of the Group’s
financial instruments measured at the end of the reporting
period on a recurring basis, categorised into the three-
level fair value hierarchy as defined in IFRS 13, Fair value
measurement. The level into which a fair value measurement
is classified is determined with reference to the observability
and significance of the inputs used in the valuation technique
as follows:

e Level 1 valuations: Fair value measured using only Level
1 inputs i.e. unadjusted quoted prices
in active markets for identical assets
or liabilities at the measurement date

e |evel 2 valuations: Fair value measured using Level 2
inputs i.e. observable inputs which
fail to meet Level 1, and not using
significant unobservable inputs.
Unobservable inputs are inputs for

which market data are not available

e |evel 3 valuations: Fair value measured using significant

unobservable inputs

The Group has a team headed by the chief financial officer
performing valuations for the financial instruments, including
other financial assets which are categorised into Level 2 of
the fair value hierarchy. The team reports directly to the chief
financial officer. A valuation report with analysis of changes
in fair value measurement is prepared at the end of each
reporting period, and is reviewed and approved by the chief
financial officer.
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17 Fair value measurement of financial 17 =R TANAFES=ZE &
instruments (continued)

Financial instruments carried at fair value BRATEFERNERMIA &)
(continued)

Fair value measurement as at
30 June 2021 categorised into
RZEZ—FERA=THENATEHESES

At

30 June
2021 Level 1 Level 2 Level 3

R-E-—%
~B=1+H B4R [E#R2 B3
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETR AR¥ETR

Assets: BE !
Derivative financial assets TEEHEE
- Foreign currency forward contracts —MNERHIS 4 5,248 - 5,248 -
Liabilities: af:
Derivative financial liabilities fTEsRmas
- Foreign currency option contracts ~ —/MNEHREEA (6,645) - (6,645) -
Fair value measurement
as at 31 December 2020 categorised into
R_E_ZFE+_RA=+—-HWATFEHENEA
At
31 December
2020 Level 1 Level 2 Level 3
R_E_ZfF
+-A
=+-8 B B2 B
RMB’000 RMB'000 RMB’000 RMB’000
AREFT AEEFTT ARETR ARETR
Assets: BE:
Other financial assets HthemEE 100,000 - 100,000 -
Liabilities: af:
Derivative financial liabilities TEeHes
- Foreign currency option contracts ~ —/MNEHAES X (47,302) - (47,302) -
- Foreign currency forward contracts —MNERHAS X (975) - (975) -
(48,277) - (48,277) -
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17

18

Fair value measurement of financial
instruments (continued)

Financial instruments carried at fair value
(continued)

The fair value of foreign currency forward contracts in Level
2 is determined by discounting the difference between the
contractual forward price and the current forward price. The
discount rate used is derived from the relevant government
yield curve as at the end of the reporting period plus an
adequate constant credit spread.

The fair value of foreign currency option contracts in Level 2
is determined by using the Black-Scholes-Merton model. The
observable inputs for valuation were described in Note 11.

Commitments

Capital commitments outstanding at 30 June 2021 not
provided for in the interim financial report:

17

18

TRITANATERE (@
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;Eo
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At At

30 June 31 December

2021 2020
RIBZT2—F RIBZEHF
AR d=l - — 5 =+—H
RMB’000 RMB’000
AR®EFT ARET T
180,906 251,861
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19 Material related party transactions 19 EXKABBIRS
In addition to the related party information disclosed M SRR REME DPIINERN
elsewhere in these financial statements, the Group entered BRI REBRSTIZUUTE
into the following significant related party transactions: AKEH AR S .
Name of related parties Relationship with the Group
RS B B 7 £ [ B9 BR %
— CK Telecom Limited* (“Heyuan CK”) Controlled by Mr. He Ningning
(‘ARBEREMEE (TR BRAR"
—AABERENEE R BRAR (HRREFER) HH fA] B8 28 S A 1 )
— SHENZHEN CK Telecom Limited* (“Shenzhen CK”) Controlled by Mr. He Ningning

(RITAETREBEERMTRERERAT)
—RYITAREEBRERMREARAT (TRIFEA ) RO e e |

- Van Telecom Limited* (“Van Telecom PRC”) Controlled by Mr. He Ningning
(‘EZREARAR
—LZRRBRAS ((MERKPE)) Fh o] B8 58 5 A 42 1

— C-Flex Electronic (Huangshi) Ltd.* (‘Huangshi C-Flex”) Controlled by Mr. He Ningning
(BEOAZETREAERQE"
—HAEEBETFREARAE (ERAL]) R 25 S A 15l

— Heyuan Youhua Micro Electronic Technology Company Controlled by Mr. He Ningning
Limited* (“Heyuan Youhua”)

(B REMEER R ARAT)

—ARREYHERZERAR (NTRERE)) R EE s S A 15l
— Dongguan Xinxu Optical Limited* (“Dongguan Xinxu”) The subsidiary of an associate of the Group
(‘"EREMBAEZERLAE")
—HEMBHBAERAT (TREHEI) REBBERBHNNE QS
* The English translation of the companies’ names is for reference * ZENTLBZENEEEMRSE X
only. The official names of these companies are in Chinese. ENFINERLTBAR
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19 Material related party transactions
(continued)

(a) Transactions and balances with related parties

(a)

19 EXBMAE RS &

B1RAHE 5 R B R AGER

Six months ended 30 June

BENA=+THILAEAR

2021 2020
—=-—f g -2
RMB’000 RMB’000
AR®TT AREFTT
Sales of products to EmET
— Heyuan CK — AR E 3,364 2,703
Purchases of products from EnER
- Heyuan Youhua — R R B 47,438 50,249
— Huangshi C-Flex —BEAOREE 67,545 47,165
- Dongguan Xinxu —HEHB 31,327 21,820
146,310 119,234

The Group entered into leases in respect of certain
leasehold properties from its related parties, with lease
terms of 3 years. During the six months ended 30 June
2021, the amounts of rent paid by the Group under
these leases to its related parties were approximately
RMB3,057,000 (six months ended 30 June 2020:
approximately RMB1,596,000). The Group has
recognised right-of-use asset and lease liabilities relating
to these lease arrangements. The related balances of
lease liabilities are disclosed in Note (b)(iii).
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19 Material related party transactions 19 EXAMARS (&
(continued)
(b) Balances with related parties (b) E1RABK S 2 45ER
As at 30 June 2021 and 31 December 2020, the Group ’::g: FNB=+tHECZ
had the following balances with related parties. ETEF+_HA=+—H =&
EEHEBEAB S AU T &R
(i) Due from related parties () BRI
At At
30 June 31 December
2021 2020
AT —F ATETTF
A== = +— 5 =+—H
RMB’000 RMB’000
AR®F AR¥EFT
Trade-related B 518k
Trade receivables B 5 I RIE
- Heyuan CK (Note 10) — ARG (BYEE10) 3,113 1,263
(i) Due to related parties (i) FEfTRIM S
At At
30 June 31 December
2021 2020
e S ATEIE
A== = +—— A =+—H
RMB’000 RMB’000
AR®TT AE®T T
Trade-related & 5 18R
Trade and bills payable B S ENHRIE R
N
— Huangshi C-Flex —=AAE 27,736 13,691
- Heyuan Youhua —RR EE 14,539 1,739
- Dongguan Xinxu —EREHE 13,576 16,769
55,851 32,199
The amounts due from/to related parties as at 30 RNZTEZ—F,xB=+
June 2021 and 31 December 2020 were expected AR _E_ZEF£+_HAH
to be recovered/repaid within one year. =t+—HB > EWFENEE
AR EBEBEASK —FRN
WElMEE -
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19 Material related party transactions 19 EXKABARS &)
(continued)
(b) Balances with related parties (continued) (b) HIRABR S 2 48R (&
(i) Lease Liabilities (i) HEE&E
At At
30 June 31 December
2021 2020
A4 .S e
AR d=l - — 5 =1+—H
RMB’000 RMB’000
ARETT ARETF T
Lease liabilities HEAaRA
— Van Telecom PRC — MR B A 7,816 11,472
- Shenzhen CK —FYIFEe] 970 -
8,786 11,472
(c) Key management personnel remuneration (c) EEEEABFHM
Key management personnel are those persons holding TESEABEETEEIM
positions with authority and responsibility for planning, IZEHEERE 5B R IT4 |~ E
directing and controlling the activities of the Group, EEMNEAEET BN
directly or indirectly, including the Company’s directors. AT > BIFEERARNBESE-
Six months ended 30 June
BESA=1THLAER
2021 2020
—E-—4 —EoTE
RMB’000 RMB’000
ARETT AREFT
Wages, salaries and other benefits TE -FrekHEMER 3,676 3,468
Contributions to defined contribution 58 & f FUR R 5t Bl (=%
retirement scheme 73 45
Share-based payments DU A ERB IR 2,662 98
6,411 3,611
The above remuneration to key management personnel T EEEAEFEEN
is included in “staff costs” (Note 5(b)). M8 T a4 (FsE5()) ©
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