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Q Technology (Group) Company Limited (the “Company”,
together with its subsidiaries, the “Group”) is a leading mid-to-
high end camera and fingerprint recognition module manufacturer
in PRC. 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 global
branded smart phone and tablet PC manufacturers. 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 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 ultra-thin 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 building of Industrial
4.0 mass production infrastructure, technological innovation and
vertical integration of core components, 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

BB T

BUSINESS REVIEW

Looking back to the period of six months ended 30 June 2020
(the “Period”), the raging COVID-19 pandemic, the continuing
international trade disputes and the heating up of the geopolitical
situation have posed severe challenges to the global economic
development.

The global economic fluctuation had brought a negative impact on
the sales of smartphones, but was benefited from the importance
attached to photo-taking qualities and privacy protection of
smartphones by consumers and smartphone brands, the
penetration rate of products such as multiple camera modules,
3D modules, side-mounted fingerprint recognition modules and
optical under-glass fingerprint recognition modules continued
to increase during the Period, while the importance attached
to camera modules with better photo-taking qualities by smart
homes, automobiles and loT fields is increasing, thereby laying a
solid foundation for the business development of the Group.

Thanks to the trust and support from core customers and the joint
effort of all staff members, the Group rose up to the challenge
and successfully continued the growth momentum of last year.
With continuous optimisation of customer structure and product
mix, our revenue has reached a new height over corresponding
periods. During the Period under review, despite the sales volume
of the camera modules of the Group was lower than the forecast
as set out in the annual results announcement of 2019 due to the
impact of the decrease in the shipments of smartphones, however,
benefited from the significant progress made by the product mix
optimization strategy implemented by the Group for many years,
the average selling price of camera modules increased significantly,
which drove the sales revenue of the Group to approximately
RMB8,802,020,000, representing a growth of approximately
73.9% from approximately RMB5,060,945,000 in the
Corresponding Period. During the Period, the proportion of sales
volume of camera module products with resolutions of 10 mega
pixels and above to the sales volume of camera module products
of the Group increased by approximately 26.7 percentage
points to approximately 73.5%, of which the proportion of
sales volume of camera module products with resolutions of 32
mega pixels and above to the sales volume of camera module
products increased by approximately 21.7 percentage points to
approximately 28.2%, which pushed up the average selling price
of camera modules by approximately 99.6% from approximately
RMB21.5 in the Corresponding Period to approximately RMB42.8,
fully demonstrated the significant improvement of ranking of
the Group for high-end products within the supply chain of our
core customers, and the continuous enhancement in customer
recognition.
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Management Discussion and Analysis

During the Period, the sales volume of camera module products
of the Group was stable, reached approximately 180.21 million
units, representing a slight decrease of approximately 1.3% from
approximately 182.51 million units in the Corresponding Period
and was lower than the full year growth target set in the annual
results announcement of 2019, the three main reasons were: (i)
affected by the outbreak of the COVID-19 pandemic, major global
economies have imposed long-term stringent restrictions on social
activities, resulted in a weaker than expected sales performance
for smartphones; (ii) in the early stage of the outbreak, the
production of the Group was temporarily affected; and (iii)
continuous trade disputes of major global economies. Therefore,
the Company revised its target to “endeavor to achieve that the
shipment of camera modules in 2020 will decrease by not more
than 5% to increase by approximately 5% comparing with that of
the previous year” in the positive profit alert and revision of the
objective of shipment of camera modules announcement of the
Company dated 13 July 2020.

During the Period, the sales volume of fingerprint recognition
module products of the Group increased steadily and reached
approximately 39.93 million units, representing an increase of
approximately 5.8% as compared with approximately 37.75 million
units in the Corresponding Period, of which under-glass fingerprint
recognition modules accounted for approximately 55.7%,
representing an increase of approximately 4.7 percentage points
as compared with approximately 51.0% in the Corresponding
Period. The average selling price of fingerprint recognition module
products was approximately RMB26.2, representing a decrease of
approximately 11.7% as compared with approximately RMB29.7 in
the Corresponding Period. The decrease of average selling price of
fingerprint recognition module products was mainly attributable to
the penetration rate of high-end under-glass fingerprint recognition
modules such as large-size and ultra-thin was lower than expected
during the Period, and the selling prices of under-glass fingerprint
recognition modules with the same or similar specifications
decreased.
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Management Discussion and Analysis

SR B RS

During the Period, the gross profit margin of the Group
was approximately 8.3%, representing an steady increase
of approximately 0.1 percentage point as compared with
approximately 8.2% in the Corresponding Period. The steady
increase in gross profit margin was mainly attributable to: (i) the
significant optimisation of the product mix of camera modules
which enhanced the added value of camera module business and
contributed to the decrease of marginal costs such as labor cost
and depreciation; and (ii) the exchange rate of RMB against the US
dollar fluctuated fiercely during the Period due to trade disputes
and other factors, and the lower-than-expected utilisation rate of
production capacity of the Group during the Period as affected by
the decrease in sales volume of smartphones due to factors such
as the COVID-19 epidemic, which affected the gross profit margin
of the Group.

During the Period under review, the Group vigorously promoted
its core strategy of vertical integration for intelligent vision
products. The Group commenced in-depth technological
cooperation in area of lens with its associate, Newmax
Technology Co., Ltd. (“Newmax Technology”) (a company
listed on the Taipei Exchange in Taiwan, stock code: 3630), and
strengthened communication and resources integration with
Newmax Technology for time of flight (ToF) module lens and
other high resolution RGB lens, endeavored in obtaining supplier
qualifications from various customers for Newmax Technology,
and promoted Newmax Technology to reach higher level in
terms of customer base, technical capabilities and production
scale. Despite being affected by factors such as the impact of
the COVID-19 epidemic and the time required to expand the
business of high-resolution RGB lens, the revenue of Newmax
Technology during the Period was approximately NT$1.12 billion,
representing a decrease of approximately 34.1% as compared
with that of the Corresponding Period and recorded a net loss
attributable to the shareholders of approximately NT$0.19 billion
(@ net profit attributable to the shareholders of approximately
NT$0.32 billion was recorded in the Corresponding Period), but
there were improvements in the core competitiveness of Newmax
Technology in terms of customer base, technological capabilities
and production scale. The Group has always emphasised that
the investment in Newmax Technology is a long-term strategic
investment, and short-term fluctuations in financial performance
will not affect its overall strategy. The Group will continue to
focus on helping Newmax Technology to rapidly enhance its
core competitiveness, demonstrate respective advantages and
complement each other to jointly promote customer marketing,
expansion of scale, technological advancement and services
enhancement. In addition, the Group will continue to keep abreast
of the market development of components such as voice coil
motors and flexible printed circuit boards and rigid-flex printed
circuit boards, to strive to lay a stronger foundation for the future
development of the Group.
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Management Discussion and Analysis

During the Period, the Group therefore continued to promote
the research and development (the “R&D”) of camera module
products, and continued to strengthen the R&D of new materials,
new processes and new products. The functions, performance
and miniaturization of camera module products have been greatly
improved. In respect of functions, the Group has become one
of the top three Chinese camera module manufacturers of high-
pixel single-camera modules with resolutions of 32 mega pixels
and above. The Group has not only successfully achieved mass
production of products with resolutions of 64 mega pixels and
108 mega pixels, but also fully master the production processes
of different solutions such as large chips design and large and
small pixel size design, which fully reflected that the technical
precision of the Group in the production of high-end modules has
reached the top level within the industry. At the same time, the
R&D team has completed the pre-research and mastered new
technologies such as the periscope five-fold optical zoom modules
and ultra-macro imaging module in order to make preparation for
mass production in the short term. With regard to performance,
the Group successfully introduced micro gimble stabilizer, which
doubles the stabilizing angle of the traditional optical image
stabilizer (OIS), into mobile phones during the Period, redefining
the realm of mobile phone cameras in video shooting stabilizing
and low-light photography. In addition, the Group also closely
followed new stabilizing technologies such as motor driven by
shape memory alloys (SMA), variable aperture and strong closed-
loop AF, to meet the differentiated needs of various customers
in terms of technology paths. As for miniaturization, apart from
mainstream solutions such as MOC and MOB, the Group self-
developed front and rear miniaturized module solutions with new
design (such as FAMIH), which have passed the qualification of
customers, and have been successively put into mass production.
In order to achieve the concept of 100% full screen, the innovative
idea of hidden the camera under the screen emerged. The Group
has been working with its partners to conduct pre-research and
sample delivery, with an aim to make technological breakthroughs
in the near term.
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Management Discussion and Analysis

SR B RS

As a leading manufacturer of high-end camera modules in the
industry, the Group has long established a technical layout in
the 3D sensing field. The Group successfully launched the first
front 3D structured light module in China as early as 2018 and
officially commenced the mass production of 3D time of flight
(ToF) modules in the second half of last year, which consummated
the Group’s technological reserve of 3D modules and also
consolidated the Group's leading position in terms of 3D modules
technology. With extensive technical experience accumulated
in the design, development and production of 3D modules, the
Group will closely follow the development of 3D ToF modules in the
future, specializing in new projects including long-wave iToF and
dToF to meet the additional application scenarios of mobile phones
in virtual reality (VR), augmented reality (AR) and mixed reality (MR),
as well as the demand for internet of things (loT) applications such
as sweeping robots, unmanned supermarkets, drones, security
surveillance and other related products.

During the Period, the Group continued to promote the industrial
4.0 mass production infrastructure and carried out large-scale
production automation upgrading and transformation. The
production lines of the Kunshan production base has basically
completed the automatic connection of the front, middle and
back end production processes, from the COB packaging
process, dispensing, welding to testing, all processes were
interconnected and intercommunicable, fully adopted the
construction standard of fully-automated digital intelligent factory
to achieve more efficient error-proof, anti-mixing and leak-proof
standards, thereby optimizing production yield and first pass
rate. In addition, the Group made extensive use of automatic
optical inspection equipment (AQI), set up automatic warehousing
system, strengthened logistics control on bulk delivery to promote
lean production. Moreover, the Group continued to optimise
its customer service standard by directly connecting with the
delivery system of customers to promote the development of
“one-click delivery” system, which significantly enhanced the
overall experience of customers in terms of delivery efficiency and
quality. Meanwhile, the Group firmly advanced its customer-centric
service strategy and its key strategy of global resources allocation.
Although the COVID-19 pandemic has created certain obstacles to
personnel exchanges and interaction, it will not alter the Group’s
commitment in building the Indian production base as an important
overseas manufacturing centre. The second phase of the plant
with a larger designed capacity is progressing actively, with an aim
to provide high-end quality products and fast-responding quality
services to our overseas customers.
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Management Discussion and Analysis

In summary, development opportunities and challenges coexist in
the camera module and fingerprint recognition module industry
in the future. In the long run, the optical specifications of mobile
phones and other loT devices will continue to upgrade, providing
ample room for growth for market players focusing on intelligent
visual solutions. The slowdown of the growth of the camera
module industry during the Period was mainly attributable to the
impact of the COVID-19 pandemic. The directors of the Company
(the “Directors”) believe that only when constantly and deeply
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, then the Group will be able to maintain its relatively
long-term competitiveness and 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”.
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Management Discussion and Analysis

BB T

PROSPECTS

Since the beginning of 2020, the sudden outbreak of the
COVID-19 epidemic has had an unprecedented impact to the
global macroeconomic and political situation. Although epidemic
prevention and control has achieved major successes in China,
which has resumed economic growth in the second quarter,
the future is still full of challenges and restrictions on social
activities will remain to a certain extent. It is believed that the
economic development of other countries and regions will also
face severe challenges and it is difficult for purchasing power
of consumers to restore to its consumption level before the
outbreak of the COVID-19 epidemic within a short period. The
future economic growth will still be full of uncertainties for a
certain period. According to the latest global economic outlook
published by the International Monetary Fund (IMF) on 24 June
2020, it was forecasted that the global economy will fall by 4.9%
this year. Relatively, countries that have controlled the epidemic
and restarted their economies earlier are expected to achieve
economic recovery earlier. On 29 July 2020, the World Bank
anticipated in its report titled “China Economic Bulletin: Moving
Forward: Addressing the Impact of Health Incidents and Advancing
the Reform Agenda in China ( (¥ BUAC B3R - iXAB I TT : JES (&
HEREFE  HERBREHR) ) that the economic growth rate
of the PRC in 2020 will be 1.6%, being the only country expected
to maintain a positive growth in 2020 among the major economies
in the world. According to the statistics published by the National
Bureau of Statistics of China on 16 July 2020, the gross domestic
products (GDP) of the PRC recorded a year-on-year decrease
of 1.6% in the first half of the year, while it recorded a year-on-
year increase of approximately 3.2% in the second quarter, turned
around from the year-on-year decrease of approximately 6.8% in
the first quarter, indicating that the national economy was gradually
recovered in the first half of the year, the market is expected to
be positive in general, and the overall social development will be
stable.
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Management Discussion and Analysis

The Directors still believe that 5G is one of the definite directions
for global technological and economic development, and the
intelligent mobile communication terminal is an important carrier for
further commercialisation of 5G and popularisation of 10T, thereby
there are still favourable opportunities and broad prospects for
the development of the intelligent mobile communication terminal
industry. The demand of consumers for purchasing or replacing
their mobile phones may be delayed but will not be vanished.
Intelligent vision systematic products are still one of the highlights
that consumers are most concerned about when purchasing the
intelligent mobile communication terminal and are also one of the
important interfaces for information interaction in new loT fields
such as automobiles and smart homes. Accordingly, the Directors
remain confident in the long-term development prospects of the
intelligent visual industry, and will build technological edges by
continuously advancing the R&D of new materials, new processes
and new products; to further improve profitability by optimising
customer structure and product mix; to strive to improve
production efficiency and reduce manufacturing costs by further
strengthening production automation and endeavouring to move
towards intelligent production; to step up risk-aversion capability
by enhancing internal control management; and to strengthen the
systematization capability of intelligent vision products by further
promoting the vertical integration of key components. Altogether,
it would dedicate to enhancing the core competitiveness of
the Group, better cope with potential fluctuations and seize
opportunities for the industry development in 2020.
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Management Discussion and Analysis

BB T

The Directors remain unswerving in continuously promoting the

development of intelligent visual system products, and cautiously

optimistic about the business development of the camera modules

and fingerprint recognition modules in the future, and believe that:

0)

(i

14

Consumers’ demand for better quality intelligent visual
system products remains unchanged. Camera modules
is one of the consumers’ most concerned smartphone
components, which shows a continuous rising trend in the
proportion of material cost of smart mobile communication
terminals. The triple-camera or multiple camera module
design has become the standard configuration of high-
end smart mobile communication terminals. In addition to
the increasing requirements for image quality and pixels,
the requirements in terms of performance is similar to
sports-grade image stabilization and multi-fold optical
zoom, which were previously equipped by professional
cameras. Looking forward to the second half of the year,
with the backdrop of the popularity of 5G networks and
the continuous improvement of application softwares in
the industry, more breakthroughs in camera functions and
performance are likely to occur, which will bring better visual
experience to the consumers. The Group expects that the
market demand for camera modules will continue to grow
steadily. The pixel specifications of camera modules have
continued to improve, and at the same time, the technical
requirements for optical image stabilisation, large aperture,
ultra wide angle, large chips and others have continued
to rise, which will bring favourable conditions for the
development of the Group.

The Group’s strategy of optimising its customer
mix remains unchanged. After years of continuous
efforts, the customer structure of the Group has been
significantly optimised compared with the past. Following
the comprehensive cooperation with leading Chinese
smartphone and smart home brands, the Group has also
successively established cooperation with leading overseas
mobile phone brands using the Android system, and the
market share is expected to continue to increase steadily.
The Group will be committed to improving the penetration
of related customer and optimising the product mix
supplied to such customer in the future.
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Management Discussion and Analysis

The popularity of the under-glass fingerprint recognition
modules in mobile phones is constantly increasing,
and it gradually develops a complementary rather than
replacement relationship with the face recognition system,
bringing positive effects on the development of the
fingerprint recognition industry. At the same time, the cost
of organic light-emitting diode (OLED) screens is expected
to decrease and the production capacity is expected
to further expand and the technology of the ultra-thin
and large-size optical under-glass fingerprint recognition
modules is also more mature, all of them are expected
to be favorable for the accelerated penetration of optical
under-glass fingerprint modules into the market.

Camera module is one of the most important human-
machinery interactive interfaces during the loT era. With
the popularity of 5G networks, the popularisation of AR/
VR is expected to accelerate significantly, and it will bring
more application scenarios to 3D modules and systems
and accelerate the progress of 3D modules becoming the
standard configuration of high-end mobile phones. As the
first 3D structured light modules manufacturer with mass
production in China, the Group has accumulated abundant
technical reserves and the ToF plans has been officially
mass-produced last year. With this technical foundation
and preparation, the Group is expected to seize this new
opportunity.

It has become the common development goal of domestic
and overseas vehicle brands to improve driving safety
and the operation experience of users through Advanced
Driver Assistance System (ADAS), Surround View, In-
cabin Monitoring and other intelligent driving systems,
which will promote application increase and specification
improvement of vehicle camera modules. Currently, the
Group successfully obtained the supplier qualification of
various well-known domestic automobile brands. It expects
to obtain specific project cooperations in the near term and
continue to move forward in the vehicle vision system.

(i)

(iv)
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Management Discussion and Analysis

SR B RS

The Group will adhere to the vision of “to illuminate machines”
and strengthen its capacity development in three aspects, namely
optical design, computing vision and system integration, continue
to enhance the R&D of new materials, new processes and
new products and improve its large-scale automated precision
manufacturing capability, and push forward the construction and
production expansion of the production base in India, proactively
promoting lean management, and proactively carry out marketing
activities to enhance its customer relationship, aggressively
striving to increase its share in customer cooperation and
continuously enhancing the core competitiveness of the Group.
The Group will focus on developing high pixels camera modules,
multiple camera modules, optical image stabilisation modules,
ToF modules, periscopic camera modules, optical under-glass
fingerprint recognition modules in multiple forms and other high-
end products, provide assistance to Newmax Technology, our
associate, in the development of smartphone camera module lens,
3D module lens and under-glass fingerprint recognition module
lens, with an effort to strengthen the technological cooperation
and resource integration between camera modules and key
components such as lens, at the same time striving to achieve a
further breakthrough in the application of camera modules in non-
mobile-phone sector.

The Directors are confident in leading the Group to embrace the
challenges, and make further efforts to achieve good development
and strive to create greater value for the shareholders of the
Company (the “Shareholders”).
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Management Discussion and Analysis

FINANCIAL REVIEW

Revenue

For the Period, the revenue of the Group was approximately
RMB8,802,020,000, representing an increase of approximately
73.9% as compared with approximately RMB5,060,945,000 of
the Corresponding Period. The increase in revenue was mainly
attributable to the gradual success of Group’s strategy of
optimising the product mix of camera module products, the sales
volume of camera modules with resolutions of 10 mega pixels and
above and camera modules with resolutions of 32 mega pixels
and above accounted for approximately 73.5% and approximately
28.2% of the total sales volume of camera modules respectively,
which resulted in a significant increase in average selling price of
camera module products by approximately 99.6% year-on-year,
and hence a year-on-year growth of approximately 97.0% in the
sales revenue of camera module products.

Cost of sales

As a result of the significant increase in revenue for the Period,
cost of sales of the Group increased by approximately 73.7%
to approximately RMB8,070,013,000 as compared with
approximately RMB4,645,740,000 of the Corresponding Period.
The increase in cost of sales was primarily attributable to: (i)
the increase in raw material cost by approximately 74.9% as
compared with that of the Corresponding Period due to the
expansion of sales scale; and (ii) the increase in depreciation
cost of production base and equipment, which were invested for
expanding production capacity, by approximately 38.0% from
approximately RMB108,600,000 in the Corresponding Period to
approximately RMB149,871,000.
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Management Discussion and Analysis

SR B RS

Gross profit and gross profit margin

For the Period, gross profit of the Group was approximately
RMB732,007,000 (the Corresponding Period: approximately
RMB415,205,000),
approximately 76.3%, while gross profit margin was approximately

representing a year-on-year increase of

8.3% (the Corresponding Period: approximately 8.2%). The steady
increase in gross profit margin was mainly attributable to: (i) the
substantial optimisation of the product mix of camera modules
which enhanced the added value of camera module business and
contributed to the decrease of marginal costs such as labor cost
and depreciation; and (ii) the exchange rate of RMB against the US
dollar fluctuated fiercely during the Period due to trade disputes
and other factors, and the lower-than-expected utilisation rate of
production capacity of the Group during the Period as affected by
the decrease in sales volume of smartphones due to factors such
as the COVID-19 epidemic, which affected the gross profit margin
of the Group.

Other revenue

For the Period, other revenue of the Group was approximately
RMB76,583,000, representing an increase of approximately
567.2% as compared with approximately RMB11,479,000 of
the Corresponding Period. The increase in other revenue was
primarily due to subsidies or incentives received by the Group
granted by local governments at different levels in the amount of
approximately RMB70,359,000 during the Period,
an increase of approximately 984.3% as compared with

representing

approximately RMB6,489,000 of the Corresponding Period.
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Management Discussion and Analysis

Other net loss

For the Period, the Group recorded other net loss of approximately
RMB17,387,000, representing a decrease of approximately 57.4%
as compared with net loss of approximately RMB40,767,000 in the
Corresponding Period. Such other net loss was mainly attributable
to: (i) net exchange loss of approximately RMB25,774,000 (the
Corresponding Period: approximately RMB15,516,000) due to
the depreciation in exchange rates of RMB against US dollar
during the Period; (ii) loss on disposal of assets of approximately
RMB200,000 (the Corresponding Period: approximately
RMB3,407,000); (i) impairment loss of machinery of approximately
RMB8,095,000 (the Corresponding Period: nil); (iv) net realised
and unrealised gain on foreign exchange option contracts of
approximately RMB12,391,000 (the Corresponding Period: net
loss of approximately RMB18,846,000); and (v) net realised
and unrealised gain on foreign currency forward contracts of
approximately RMB4,291,000 (the Corresponding Period: net loss
of approximately RMB2,998,000).

Selling and distribution expenses

For the Period, selling and distribution expenses of the Group
amounted to approximately RMB10,362,000, representing an
increase of approximately 72.0% as compared with approximately
RMB6,026,000 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.
The increase in selling and distribution expenses was mainly
attributable to the increase in sales staff for new customer
marketing, resulting in an increase in sales staff salaries.
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Management Discussion and Analysis

SR B RS

Administrative and other operating expenses

For the Period, total administrative and other operating expenses
of the Group amounted to approximately RMB70,646,000,
representing an increase of approximately 68.0% as compared
with approximately RMB42,053,000 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 92.5% from approximately
RMB16,330,000 of the Corresponding Period to approximately
RMB31,430,000 resulting from the increase in number of staff and
average salary.

R&D expenses

For the Period, the total R&D expenses of the Group amounted
to approximately RMB290,751,000,
of approximately 108.7% as compared with approximately
RMB139,306,000 of the Corresponding Period. The R&D
expenses for the Period were mainly utilised in the Group’s

representing an increase

continuous R&D investments in new products, new processes and
automation upgrading and transformation.

Finance costs

For the Period, the finance costs of the Group was approximately
RMB29,081,000, representing an increase of approximately
23.8% as compared with approximately RMB23,481,000 of the
Corresponding Period. The increase in finance costs was mainly
attributable to the year-on-year increase in bank borrowing balance
of the Group in the Period in order to fulfill the requirements for
production and operation scale expansion.
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Management Discussion and Analysis

Share of loss of an associate

For 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 RMB15,386,000, while the
share of profit of an associate for the Corresponding Period was
approximately RMB24,979,000.

Income tax expenses

For the Period, income tax expenses of the Group was
approximately RMB39,455,000,
approximately RMB20,258,000 as compared with approximately
RMB19,197,000 of the Corresponding Period. The increase in
income tax expenses was mainly attributable to profit before

representing an increase of

taxation of approximately RMB374,977,000 of the Group during
the Period,
as compared with approximately RMB200,030,000 of the

representing an increase of approximately 87.5%
Corresponding Period.
Profit for the Period
Based on the foregoing, the Group recorded a profit of
approximately RMB335,522,000 for the Period,

a significant increase of approximately 85.5% as compared to
approximately RMB180,833,000 of the Corresponding Period.

representing

LIQUIDITY AND FINANCIAL RESOURCES

Bank Borrowings

As at 30 June 2020, the Group’s bank borrowings amounted to
approximately RMB2,133,257,000,
approximately 22.5% from approximately RMB1,741,187,000 as

representing an increase of

at 30 June 2019 and representing an increase of approximately
60.5% from approximately RMB1,328,785,000 as at 31
December 2019. Among the borrowings, short-term borrowings
repayable within one year or on demand were approximately
RMB1,941,955,000 whereas long-term borrowings were
approximately RMB191,302,000.
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Management Discussion and Analysis

SR B RS

As at 30 June 2020, 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 2020 and 2019, was set
out as follows:

RZEZZTFNA=1+H AEBEZR
TEREFEAARER ' HETFE
REER_ZT_TFR_FT-NFRA
=+tHIENEANRESRBEAOT

For the six months ended 30 June

BEXANA=tHLANEAR

Net cash generated KEREELER
from operating activities BeFR

Net cash used in WEFREMAN
investing activities ReFHE

Net cash used in BE R A H
financing activities ReF5E

As at 30 June 2020, the cash and cash equivalents of the Group
amounted to approximately RMB630,841,000,
decrease of approximately RMB11,343,000 from approximately
RMB642,184,000 as at 30 June 2019, and representing an
increase of approximately RMB219,324,000 from approximately
RMB411,517,000 as at 31 December 2019. The increase in cash
and cash equivalents as compared with that of the end of last year

representing a

was mainly attributable to net cash inflow from operating activities.

Operating activities

For the Period,
operating activities, but the net cash inflow amount decreased

the Group recorded a net cash inflow from

by approximately RMB295,392,000 from approximately
RMB954,764,000 in the Corresponding Period to approximately
RMB659,372,000, which was mainly attributable to the decrease
of due account payables settled by the endorsement of bank
acceptance bills from approximately RMB318,116,000 in the
Corresponding Period to approximately RMB28,240,000 in the
Period.
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Management Discussion and Analysis

Investing activities

The net cash outflow used in investing activities of the Group
during the Period amounted to approximately RMB319,297,000,
while the net cash outflow used in investing activities amounted
to approximately RMB232,482,000 in the Corresponding Period.
The net cash outflow used in investing activities of the Group
during the Period was mainly due to the expenses for plant
expansion and purchasing equipments amounted to approximately
RMB328,507,000.

Financing activities

The net cash outflow used in the financing activities of the Group
during the Period amounted to approximately RMB119,870,000,
which was mainly attributable to: (i) the inflow of bank borrowings
of approximately RMB2,080,748,000, with cash outflow for
repaying bank borrowings of approximately RMB1,966,301,000
during the same period; (ii) the subscription amount of
approximately RMB59,777,000 received from employees for the
subscription of ordinary shares of the Company upon exercising
their share options in accordance with the share option scheme of
the Company; and (iii) the completion of the payment of the 2019
final dividend of approximately RMB107,152,000 by the Company
during the Period.

Gearing ratio

The gearing ratio of the Group as at 30 June 2020, as defined
by the balance of bank borrowings and lease liabilities divided
by total equity at the end of the Period, was approximately
68.8%, representing a decrease of approximately 6.8 percentage
points from approximately 75.6% as at 30 June 2019, and
representing an increase of approximately 20.6 percentage points
from approximately 48.2% as at 31 December 2019, which was
mainly attributable to: in order to satisfy the production capacity
investment and working capital requirements, the balance of
bank borrowings of the Group as at 30 June 2020 increased
significantly by approximately RMB804,472,000 as compared with
that as at 31 December 2019, at the same time, the Company
completed the payment of the 2019 final dividend of approximately
RMB107,152,000 during the Period.
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Management Discussion and Analysis

SR B RS

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 2019 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

The Group did not have any material acquisitions or disposals of
its subsidiaries, associates and joint ventures for the six months
ended 30 June 2020.

SIGNIFICANT INVESTMENT

The Group did not hold any significant investment for the six
months ended 30 June 2020.

CONTINGENT LIABILITIES

As at 30 June 2020, the Group did not have any contingent
liabilities.

PLEDGE OF ASSETS

As at 30 June 2020, the assets pledged by the Group included
bank deposits and shares of an associate of approximately
RMB410,991,000, which were used as guarantee for bank
borrowings and bank guarantee letters (30 June 2019: bank
deposits and trade receivables of approximately RMB604,354,000
were used as guarantee for bank borrowings and bills payable).
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Management Discussion and Analysis

EMPLOYEE POLICIES AND REMUNERATION

As at 30 June 2020, the Group had a total of 4,149 employees
(excluding staff under labour service agreements and internship
agreements) (as at 30 June 2019: 6,844). The Group is always
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. For the Period, the
remuneration of the employees (including staff under labour
service agreements and internship agreements) of the Group
was approximately RMB430,591,000 (the Corresponding Period:
approximately RMB290,402,000). Apart from basic salary, the
package also includes performance bonus, medical insurance
and provident fund (staff under labour service agreements and
internship agreements are handled according to the laws and
regulations of the PRC).
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Management Discussion and Analysis
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Meanwhile, the Company has granted a total of 71,682,000 share
options to its staff on 26 October 2016, 9 June 2017, 7 December
2018 and 21 June 2019 respectively pursuant to a share option

scheme (the “Share Option Scheme”) adopted on 13 November

2014, with specific details as follows:

26

On 26 October 2016, the Company granted a total of
39,425,000 share options to 165 staff (including two
executive Directors, Mr. Wang Jiangiang and Mr. Hu
Sanmu) in accordance with the Share Option Scheme
(the “Share Options 2016”), and grantees may apply to
exercise the share options by phases from 1 April 2018
onwards upon fulfilling certain conditions (please refer to
the announcement of the Company dated 26 October 2016
for details). During the Period, the Company has accepted
the applications from 127 staff (including two executive
Directors, Mr. Wang Jiangiang and Mr. Hu Sanmu) and
issued a total of 9,495,480 ordinary shares at the exercise
price of HK$4.13 per share and total consideration received
was approximately HK$39,216,000. A total of 120,720
options granted on 26 October 2016 were lapsed or
cancelled as a result of the personal performance of 8 staff
during the Period. As at 30 June 2020, none of the Share
Options 2016 were outstanding.
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Management Discussion and Analysis

On 9 June 2017,
8,083,000 share options to 48 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 2017”), and the grantees may apply to exercise
the share options by phases from 1 April 2018 onwards
upon fulfilling certain conditions (please refer to the
announcement of the Company dated 9 June 2017 for
details). During the Period, the Company has accepted the
applications from 21 staff and issued a total of 945,600
ordinary shares at the exercise price of HK$6.22 per
share and total consideration received was approximately
HK$5,882,000. As at 30 June 2020, none of the Share
Options 2017 were outstanding.

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).
accepted the applications from 70 staff and issued a

During the Period, the Company has

total of 4,333,600 ordinary shares at the exercise price of
HK$4.65 per share and total consideration received was
approximately HK$20,151,000. A total of 432,000 and
44,800 options granted on 7 December 2018 were lapsed
or cancelled respectively as a result of the resignations of
3 staff and the personal performance of 3 staff during the
Period. As at 30 June 2020, a total of 6,285,600 Share
Options 2018 were outstanding.
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Management Discussion and Analysis
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(iv)
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In addition, on 21 June 2019, the Company granted a
total of 11,454,000 share options to 68 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 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). Such options were not exercisable during the
Period; and a total of 80,000 options granted on 21 June
2019 were lapsed as a result of the resignation of 1 staff
during the Period. As at 30 June 2020, a total of 6,694,000
Share Options 2019 were outstanding.
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Management Discussion and Analysis

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, the Group recorded
an exchange loss of approximately RMB25,774,000 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 there
was a considerable fluctuation in the exchange rate of RMB
against USD during the Period with the central parity dropping
from 6.9762 at the beginning of the Period to 7.0795 at the end
of the Period, representing a depreciation of approximately 1.5%.
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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Other Information
Hipfg 2

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. The Company also granted an aggregate
of 71,682,000 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 2016 to 165
eligible participants; (i) on 9 June 2017, the Company granted a
total of 8,083,000 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; and
(iv) on 21 June 2019, the Company granted a total of 11,454,000
Share Options 2019 to 68 the eligible participants. Details of the
schemes are set out below:

A. Share Option Scheme
1. 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
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(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:

(0

(i

(i)

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

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

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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3.

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 9.35% of total number of
1,172,250,680 Shares in issue of the Company on the
date of this report (i.e. on 17 August 2020).
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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 Rules 17.02(2)(d) of
and the disclaimer required under 17.02(4) of The
Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (“Stock
Exchange”) (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.
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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.

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; (ii) 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 (iii)
the nominal value of a Share.
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10.

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,

The total number of Share Options 2016:

On 26 October 2016, the Company granted a total of
39,425,000 share options (representing approximately
3.78% of the total number of issued Shares on the
date of grant of the relevant share options (i.e. on 26
October 2016) and approximately 3.36% of the total
number of 1,172,250,680 issued Shares as at the date
of this report (i.e. on 17 August 2020)) under the Share
Option Scheme to 165 Eligible Participants. During the
Period, the Company accepted the applications from
127 grantees (including two Executive Directors, Mr.
Wang Jiangiang and Mr. Hu Sanmu) to issue a total of
9,495,480 ordinary Shares to such grantees. A total of
120,720 share options were lapsed or cancelled as a
result of the personal performance of 8 grantees during
the Period. As at 30 June 2020, none of the Share
Options 2016 were outstanding.
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11.

The period within which the Share Options 2016
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 (‘revenue”) of
the Company for the year ended 31 December
2017 increases by not less than 25% as compared
with the revenue for the year ended 31 December
2016, up to 40% of the share options granted
(rounded down to the nearest whole number) shall
be exercisable during the period from 1 April 2018
to 31 December 2018 (both days inclusive);

(i) upon, among others, the revenue for the year
ending 31 December 2018 recording compound
annual growth rate of not less than 25% from the
revenue for the year ended 31 December 2016, up
to 30% of the share options granted (rounded down
to the nearest whole number) shall be exercisable
during the period from 1 April 2019 to 31 December
2019 (both days inclusive); and

(i) upon, among others, the revenue for the year
ending 31 December 2019 recording compound
annual growth rate of not less than 25% from the
revenue for the year ended 31 December 2016, up
to 30% of the share options granted (rounded down
to the nearest whole number) shall be exercisable
during the period from 1 April 2020 to 31 December
2020 (both days inclusive).
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12.

13.

Basis of determining the exercise price of Share
Options 2016:

The exercise price per Share in respect of the Share
Options 2016 is HK$4.13 per Share.

Total number of Share Options 2017:

On 9 June 2017, the Company granted a total of
8,083,000 share options (representing approximately
0.74% of the total number of issued Shares on the date
of grant of the relevant share options (i.e. on 9 June
2017) and approximately 0.69% of the total number
of 1,172,250,680 issued Shares as at the date of
this report (i.e. on 17 August 2020)) under the Share
Option Scheme to 48 Eligible Participants. During the
Period, the Company accepted the applications from 21
grantees to issue a total of 945,600 ordinary Shares to
these grantees. As at 30 June 2020, none of the Share
Options 2017 were outstanding.
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14. The period within which the Share Options 2017
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 manners:

(1) Share Options One:

(i)

(i

upon, among others, the revenue for the year
ended 31 December 2017 increases by not
less than 25% as compared with the revenue
for the year ended 31 December 2016, up to
40% of the share options granted (rounded
down to the nearest whole number) shall be
exercisable during the period from 1 April 2018
to 31 December 2018 (both days inclusive);

upon, among others, the revenue for the
year ending 31 December 2018 recording
compound annual growth rate of not less
than 25% from the revenue for the year ended
31 December 2016, up to 30% of the share
options granted (rounded down to the nearest
whole number) shall be exercisable during the
period from 1 April 2019 to 31 December 2019
(both days inclusive); and
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(i)

upon, among others, the revenue for the
year ending 31 December 2019 recording
compound annual growth rate of not less
than 25% from the revenue for the year ended
31 December 2016, up to 30% of the share
options granted (rounded down to the nearest
whole number) shall be exercisable during the
period from 1 April 2020 to 31 December 2020
(both days inclusive).

(2) Share Options Two:

)

upon, among others, the revenue for the year
ending 31 December 2018 increases by not
less than 20% as compared with the revenue
for the year ended 31 December 2017, up to
40% of the share options granted (rounded
down to the nearest whole number) shall be
exercisable during the period from 1 April 2019
to 31 December 2019 (both days inclusive);

upon, among others, the revenue for the
year ending 31 December 2019 recording
compound annual growth rate of not less
than 20% from the revenue for the year ended
31 December 2017, up to 30% of the share
options granted (rounded down to the nearest
whole number) shall be exercisable during the
period from 1 April 2020 to 31 December 2020
(both days inclusive); and
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15.

16.

(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 2017, up to 30% of the share
options granted (rounded down to the nearest
whole number) shall be exercisable during the
period from 1 April 2021 to 31 December 2021
(both days inclusive).

Basis of determining the exercise price of Share
Options 2017:

The exercise price per Share in respect of the Share
Options 2017 is HK$6.22 per Share.

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 1.09% of
the total number of 1,172,250,680 issued Shares as at
the date of this report (i.e. on 17 August 2020)) under
the Share Option Scheme to 83 Eligible Participants.
During the Period, the Company has accepted the
applications from 70 grantees to issue a total of
4,333,600 ordinary shares to these grantees. A total of
432,000 and 44,800 options were lapsed or cancelled
respectively as a result of the resignations of 3 staff and
the personal performance of 3 staff during the Period.
As at 30 June 2020, a total of 6,285,600 Share Options
2018 were outstanding.
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17. 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:

(0

(i)

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);

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

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).
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18. 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.

19. The total number of Share Options 2019:

On 21 June 2019, the Company granted a total of
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 June 2019) and approximately 0.98% of the
total number of 1,172,250,680 issued Shares as at the
date of this report (i.e. on 17 August 2020)) under the
Share Option Scheme to 68 Eligible Participants. During
the Period, Share Options 2019 were not exercisable,
and a total of 80,000 share options were lapsed as a
result of the resignation of 1 grantee during the Period.
As at 30 June 2020, a total of 6,694,000 Share Options
2019 were outstanding.

20. 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:

(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 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);

Q Technology (Group) Company Limited Interim Report 2020

18.

19.

20.

ZE-NFEREZITRENEE

—E-N\FERERYRNE
B B D B9 17 (2 1B /5 B Ik4.6578

7TE o
—E-NFERERE.

RZFE—hAEFEAZ+—H8"
RR AR E R EE 868
HEEBEKRS2EERHHF
11,454,000 BB AR #E - B A B
BERERHZAB(ZE—N
FRNA-Z+T—RH)ARRQAB T
% 17 42 %1,141,905,4000% & £
1.0% A AmE 2B (Bl =
TFFNA+ER)NE BT
I 15 48 811,172,250,6800% &) 4
0.98% - NAHAR  — T — N F
BBAREW AT 1B AR
A B B 8 £ 5180,00017 &
R RK - R _FTF X
A =+8"4& 6,604,000 =
T-NFERERRETE-

ZE-NFEREHZBRGITRE
HR -

REMBREINREZSHNE
BEEARANHEARZRATE R
171

() F(EFEE)BE_FT=
TE+-_A=1—HLEE
ZEEBRABBE_T—N
FT_A=1t—BIHFEZ
LRRAZFEREREBE
Kﬁ#m%'%ﬁﬁ257
A0%BEIREHBE —F =
FHA—BE-T-—%
TZA=+—HBHfHE (B
BEMB)ATIT6E:



(i

(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

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).

21. 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.
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1.

Purpose of Pre-IPO Share Option Scheme:

The Pre-IPO Share Option Scheme was a share incentive
scheme established to recognise and acknowledge the
contributions that the Pre-IPO Eligible Participants (as
defined in paragraph 2 below) had made to the Group.
The Pre-IPO Share Option Scheme provided the Pre-IPO
Eligible Participants with an opportunity to have a
personal stake in the Company with a view to achieving
the following purposes:

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

(i) attract and retain or otherwise maintain relationships
with the Pre-IPO Eligible Participants whose
contributions are or will be beneficial to the long-
term growth of the Group.

2. Participants of Pre-IPO Share Option Scheme:

The Board might, at its discretion, offer to grant an
option to subscribe for such number of new Shares
as the Board might determine to the full-time, key
employees of the Group who, in the sole opinion of the
Board, had contributed to the Company and/or any of
the subsidiaries (the “Pre-IPO Eligible Participants”).
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Total number of Shares available for issue under the
Pre-IPO Share Option Scheme:

The number of Shares in respect of which options were
granted under the Pre-IPO Share Option Scheme is
59,935,000 Shares (representing approximately 5.99%
of the total issued shares of the Company immediately
following completion of the Global Offering (as defined
in the Prospectus) and approximately 5.11% of the
total number of issued Shares of 1,172,250,680 shares
as at the date of this report (i.e. on 17 August 2020)).
These options were granted on 13 November 2014 to
subscribe for 59,935,000 Shares. No further options will
be offered or granted under the Pre-IPO Share Option
Scheme, as the rights to do so have been terminated.

The period within which the options must be
exercised under the Pre-IPO Share Option Scheme 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:

(i)  up to 50% of the Shares that are subject to the
option so granted to him/her (rounded down to the
nearest whole number) at any time during the year
commencing on 1 January 2015 and ending on 31
December 2017;

(i) up to 75% of the Shares that are subject to the
option so granted to him/her less the number
of Shares in respect of which the option has
been exercised or lapsed (rounded down to the
nearest whole number) at any time during the year
commencing on 1 January 2016 and ending on 31
December 2017; and
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5.

(i) up to 100% of the Shares that are subject to the
option so granted to him/her less the number
of Shares in respect of which the option has
been exercised or lapsed (rounded down to the
nearest whole number) at any time during the year
commencing on 1 January 2017 and ending on 31
December 2017.

Each option granted under the Pre-IPO Share Option
Scheme is exercisable during the years when such
option becomes vested.

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.

Basis of determining the exercise price:

The exercise price per Share in respect of any particular
option granted under the Pre-IPO Share Option Scheme
shall be a price of RMBO0.4 per Share.

Except for the above, the principal terms of the Pre-
IPO Share Option Scheme, which were confirmed
and approved by resolutions in writing of all of the
Shareholders passed on 13 November 2014, were
substantially the same as the terms of the Share Option
Scheme.

During the Period, none of share options granted under
the Pre-IPO Share Option Scheme was exercised or
remained outstanding, and the Pre-IPO Share Option
Scheme had lapsed accordingly.
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Details of changes during the Period in share options RIEERE T & ﬁﬁ & .Jm_, %Hﬁﬁ
granted under the Share Option Scheme are as follows: FA 7N H 8] P 2 e

Number of underlying Shares involving share options

BRES R EBRNEKE

Options Options
outstanding Lapsed/ outstanding
as at Granted Exercised Cancelled Forfeited as at
1 January during during during during 30 June
Category Date of grant Exercise period 2020 the Period the Period the Period the Period 2020
R S
“ECRE ZE2%
- ﬂ —-A /\ /E] :f A
WRITER BEA  HROES
£ RHES 168 BRE  BEARE  BRAGE HEAEE  AR/RK BiE
Directors £%
Wang Jiangiang 26 October 2016 Please refer to the paragraph under
“The period within which the
Share Options 2016 must be
exercised to subscribe for Shares”
on page 36 483,600 - (483,600)0 - - -
i ZE-AETAZTAR B2ME%E [T AERREN
ABROTEBR BE 483,600 - (483,600)7" - - -
Hu Sanmu 26 October 2016 Please refer to the paragraph under
“The period within which the
Share Options 2016 must be
exercised to subscribe for Shares”
on page 36 360,000 - (360,000)"" - - -
=K ZE-AETRAZTAR B2HE%E [T AFREREN
RERNOEHR] BE 360,000 - (360,000) 7" - - -
Directors (in total) 843,600 - (843,600) - - -
B2 (53 843,600 - (843600) - - -
Employees 26 October 2016 Please refer to the paragraph under
“The period within which the
Share Options 2016 must be
exercised to subscribe for Shares”
on page 36 8,772,600 - (8,651,880) - (120,720) -
(3 —“E-~F+A=1AR nﬁ/ﬁﬁ%%g[ ST-NEEREN
FERGTEHR] 8% 8,772,600 - (8,651,880 - (120,720) -
Employees (Options ) 9 June 2017 Please refer to the paragraph under
“The period within which the
Share Options 2017 must be
exercised to subscribe for Shares:
(1) Option I" on pages 381039 945,600 - (945,600)" - - -
EE (BRE-) “E-tERANE F2NEBEVE 2T -LFER
BORBRATREAR: (ERE
—B% 945,600 - (945,600)7% - - -
EstRE (EE)ARAF 0006w mEs 47
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Number of underlying Shares involving share options

BRES R ABRN%E

Options Options
outstanding Lapsed/ outstanding
asat Granted Exercised Cancelled Forfeited as at
1 January during during during during 30 June
Category Date of grant Exercise period 2020 the Period the Period the Period the Period 2020
R jiS
k12 S X2
-A-H ~AZTH
HRTTRA BEA  HROEY
£7) fEGl=h f16eH BRE  BEARE  BRAGR HEAEE  AR/RK Blhe
Employees (Options Il) 9 June 2017 Please refer to the paragraph under
“The period within which
the Share Options 2017 must be
exercised to subscribe for Shares:
(2) Option II" on pages 39 to 40 - - - - - -
B8 (BRE=) ZE-tFRANA FOHENENE [T +FER
BOIRRATRIR: QERE
ZIRE - - - - - -
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 41 11,096,000 - (4,333,600) - (476,800) 6,285,600
B8 “E-N\ETZAYE B2EEMR[ZT-\EERED
PERATEHR] &% 11,096,000 - (4,333,600 - (476,800) 6,285,600
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 42 to 43 6,774,000 - - - (80,000) 6,694,000
EE ZE-NERRZT-B B2BE0ZNE[ZT-NEER
BOARRATRAR| BE 6,774,000 - - - (80,000) 6,694,000
Employess (in tota)) [E 8 (A7) 27,588,200 - (13,931,080) - (677,520) 12,979,600
Total 5t 28,431,800 - (14774,680) - (677,520) 12,979,600
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Notes:

On 2 April 2020, Mr. Wang Jiangiang exercised 483,600 share
options, and Mr. Hu Sanmu exercised 360,000 share options,
and a total of 7,957,230 share options were exercised by the
employees on the same day. The exercisable price per Share
was HK$4.13. The closing market price of the preceding
business day immediately before the date on which the share
options were exercised was HK$8.45 per Share. On 25 May
2020, a total of 694,650 share options were exercised by the
employees. The exercisable price per Share was HK$4.13. The
closing market price of the preceding business day immediately
before the date on which the share options were exercised was
HK$9.50 per Share.

On 2 April 2020, a total of 426,000 share options were
exercised by the employees. The exercisable price per Share
was HK$6.22. The closing market price of the preceding
business day immediately before the date on which the share
options were exercised was HK$8.45 per Share. On 25 May
2020, a total of 519,600 share options were exercised by the
employees. The exercisable price per Share was HK$6.22. The
closing market price of the preceding business day immediately
before the date on which the share options were exercised was
HK$9.50 per Share.

On 2 April 2020, a total of 3,648,800 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$8.45 per Share. On 25 May
2020, a total of 684,800 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$9.50 per Share.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2020, 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

EERFETBRAERED M
ERORESTHER 2ER

RZZEZEFNA=1TH ARAIES
HEBITHABRAR R RH AR EE
(E%ﬁ%/%/ﬁ@”%571E_ﬂiﬁ&/ﬁﬂi%
Bl ([ BEREEHRE ) EXVEL) BIAX
- 1B G, (BRBERAITET AR
ENBREERB)RESFTHEEBRESR
% R EE GBI EXVERET7 K87 P&
AMEARARNARBERANLEHERES R
HE GO E3528 ER AR RAIEFHE
A SR E AR AR 8+ AT
MBETAESETELRRHINZELESTA
([EEFR ) BMNEARRQE NMERFTH
EEmMT

(a) REDFARG 2ERE
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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)

P2 HIEE BT

EE ITETH B BT BROBDE

ABHE 27V £:1:3-1 BRGEE &A (Brzt2)

He Ningning Interest of a controlled 752,491,000 Long position 64.19%
corporation (Note 1)

ME=E XEEERER 752,491,000 & 64.19%
(Htat1)

He Ningning Beneficial owner 980,000 Long position 0.08%

EE ERBEEA 980,000 A 0.08%

Wang Jiangiang Beneficial owner 11,612,000 Long position 0.99%
(Note 3)

T EREAA 11,612,000 & 0.99%
(H1iE3)

Hu Sanmu Beneficial owner 2,743,000 Long position 0.23%
(Note 4)

=R ERBEEA 2,743,000 1R 0.23%
(Hteta)

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

EES: EREAA 200,000 & 0.02%
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Notes:

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 64.19 %
of the issued Shares of the Company on 30 June 2020. 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
1,172,250,680 issued Shares of the Company in total as at 30
June 2020.

On 2 April 2020, an aggregate of 483,600 Shares were issued
to Mr. Wang Jiangiang pursuant to the exercise of 483,600
share options granted to him by the Company under the Share
Option Scheme on 26 October 2016, at an exercise price of
HK$4.13 per Share.

On 2 April 2020, an aggregate of 360,000 Shares were issued
to Mr. Hu Sanmu pursuant to the exercise of 360,000 share
options granted to him by the Company under the Share Option
Scheme on 26 October 2016, at an exercise price of HK$4.13
per Share.
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(b)
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Interest in Associated Corporation

(b) RAAKEE 2 ES

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
fifs2 NIEHEEEE

B XEAK HECEEE BT 2RITRA
ABHR HEZE AR LY 1131 BeHE Bk
He Ningning QT Investment Beneficial owner 2 100%
%= ERRKRE EnEAA 100%

Other than as disclosed above, as at 30 June 2020, 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.
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DISCLOSURE OF INTERESTS OF
SUBSTANTIAL SHAREHOLDERS

As at 30 June 2020, 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:
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RZEZZTEFAA=Z1+TH BARAE
ERHE THALT (BRARBIEERTE
TTERA BN R SR ARt ( ERARIR
BRAVETAMBENFEESERA) P
HALENE 7 L EE &P 533680 2
RKARBIEEFENELMAZERZIORE
LU

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)
WERRT
ERITRHD
BYFEIL
R E R BR/ KR 3% 3331 gk m 8B (Hrat1)
QT Investment Long position Beneficial owner 752,491,000 64.19 %
(Note 2)
ERKRE He ERmEAA 752,491,000 64.19%
(Htit2)

Notes: Bzt -

1. The percentage represents the number of underlying Shares
in interest divided by the total number of issued Shares of
1,172,250,680 Shares as at 30 June 2020.

2. Mr. He Ningning is directly interested in the entire interest of QT
Investment, which in turn owned approximately 64.19 % of the total
issued Shares of the Company on 30 June 2020.

1. ZEEOLHEREEENEBERMDEE
BUAARBIR —_ZE-_ZEF NA=1+HH
B2 TR () 42 £1,172,250,6800% °

2. MEBXEALERBAETINRRESR MZE*’*‘ :

MERKEERBARANR-_E_FTF N
A=+ BEEITIRMHEEN%64.19% -
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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
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 2020.

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 2020, 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 2020, the fund raised was fully utilised. The capital utilisation
was consistent with the intended use of the net proceeds of the
placing.
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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 2020, 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 2020, the
net proceeds was fully utilised. Among the net proceeds used: (i)
approximately HK$162.6 million, representing approximately 80%
of the net proceeds from the Subscription, was used as capital
expenditure required for production capacity expansion for camera
modules; and (i) approximately HK$40.7 million, representing
approximately 20% of the net proceeds from the Subscription,
was used for R&D. The capital utilisation was consistent with the
intended use of the net proceeds of the Placing.

Other Information
Hip{E 2

RZZE—+F+_A=-+hhH KQA
ERRBERRER TESN —H -—RITE
AR DRNBABEA (BNEE - EER
FHMIEEE (RERBEECERER
BEAEBURARAIRHEBEBEALH
F£=7) ) BE L iMIK20,000,0004 -
feEEAEREEMN10.80% T Lilt
fid & AT 15 SIEF RE 40 /214,218,000
T(EMBREEREERES SXEAK
FIEHBAYER) HBHE-_T-_ZTFXA
ZtH EEE2 K2 FERATE &
CFEREREMSREBEFENTE AR
_ﬁo

RZZE—NAF+_A=-+=8H K27
TERATNDRANBEARA (HARER
B BESANEREZEEABQ)
BUYRARRIREBEALTBE Fil
AT WEBE: R(O)BIRARR A 2%
BREREHKRIEEREALSRKTE — T
B AT BIWIEE Eilt A+ —57T8))
i #15,000,0000% 3R B iz 5 ([ B & K
7)) BEEEAEREEKMN13.685
T(BREEE]) RZFT—NFTA
=+ 8 AR AR &E#1715,000,000
REFTRR D TEREE ([RBEBE]) - R
REEFEERRBEETKE AQFH
15 P15 5018 F 58 49 /203,300,000 7T
(BHBRERRERREETELRBS
BELETHHRARREENTARKAR
A UARARRIEEAMEMES (&
ERERENES HIEH B
SBREBEEGRZIHE)) BHE-ZZ
TFANA=ZTH FISREBEFELE R
HERAZTE-BERAEREFES:
()#7162,600,000/8 7T (FHE R REE1E
ZFETSHRIBFELS0%)E AIER GRS
BRABEREERAMBSZEARNAT R4
40,700,000 T (MHERRESHE A
BRIBFEN20%)E AN -E S
FREREMBRBFENTEAR—
g(o

55

EsRE (£8) GR DT 2020F F Hith s



Other Information
Hipfg 2

DIVIDEND

The Board has resolved not to declare any interim dividend for the
Period (six months ended 30 June 2019: 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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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 2020 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 2020 and up to the date of this report.

UPDATE ON THE DIRECTORS 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
“EEERRE

KpME!

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
60 to 104 which comprises the consolidated statement of
financial position of Q Technology (Group) Company Limited (the
“Company”) as at 30 June 2020 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.
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Review Report of the Auditors

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
2020 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

17 August 2020
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Consolidated Statement of Profit or Loss

SHEZE

for the six months ended 30 June 2020 — unaudited & Z — T~ T4 XA =+ B IF/NE A — R EFX
(Expressed in Renminbi) (A A R#%I7R)

Revenue
Cost of sales

Gross profit

Other revenue

Other net loss

Selling and distribution expenses

Administrative and other
operating expenses

Research and development
expenses

Profit from operations

Finance costs
Share of (loss)/profit of an associate

Profit before taxation

Income tax
Profit for the period

Attributable to:
Equity shareholders of the Company

Profit for the period

Earnings per share

Basic

Diluted

The accompanying notes on pages 67 to 104 form part of this
interim financial report. Details of dividends payable to equity
shareholders of the Company are set out in Note 16.

Note
M it
Y 25 3
§H 55 BR AR
EF
H Ao W 7 4
E A )FE51E 4
HE kD IEME
TR Hfh 48 & B 2
8 5 2
RERF
Bh & AR 5(a)

FEMEEE S N R (&1E)
ikl

B B A 0% R 5
CIRER 6
A g R

BE:
RRRRERFA A

A 7 R

BRAER

&5 7
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Six months ended 30 June

BEAA=tRHILEAEA

2020 2019
—ECoSE —E—NF
RMB’000 RMB’000
AREF T ARET T
8,802,020 5,060,945
(8,070,013) (4,645,740)
732,007 415,205
76,583 11,479
(17,387) (40,767)
(10,362) (6,026)
(70,646) (42,053)
(290,751) (139,306)
419,444 198,532
(29,081) (23,481)
(15,386) 24,979
374,977 200,030
(39,455) (19,197)
335,522 180,833
335,522 180,833
335,522 180,833
RMB Cents RMB Cents
ARES AR S
28.8 15.9

28.5 15.8

SE67ZE104 B &Y BE I Y T8 B A HI A
BREN— B0 - B BRN AL A IE
FAEAZBBEZFREHNME6 -



Consolidated Statement of Profit or Loss and Other Comprehensive Income
eHEEREMEEWN TR

for the six months ended 30 June 2020 — unaudited HZ T =T F XA =+ B IE/NE A —REEX

(Expressed in Renminbi) (JAAREFIR)

Six months ended 30 June
BEANA=1tHILEAREA

Profit for the period

Other comprehensive income
for the period (after tax and

reclassification adjustments):

ltems that may be reclassified
subsequently to profit or loss:
— Exchange differences on
translation of the financial
statements of operations
outside the Mainland China

Other comprehensive income
for the period

Total comprehensive income
for the period

Attributable to:

Equity shareholders of
the Company

Total comprehensive income
for the period

HMrER

MrEMEEEA
(BRBEREHIE
AER)

HRAGEFNEE
BEMIEAR
— B RBE AN TS

MBHRERBRED
bE 5 = E

ArRHEMAEEKE

MAZE RS AE

BE:

RRBBIERE A

MAZE K AE

The accompanying notes on pages 67 to 104 form part of this

interim financial report.

2020 2019
—E-oSF —E—NF
RMB’000 RMB’000
ARE T AREFIT
335,522 180,833
12,613 2,658
12,613 2,658
348,135 183,491
348,135 183,491
348,135 183,491

FE672104 8 K BE KT Bt 3T # B A A B BF

B 9085 H — 31 -
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Consolidated Statement of Financial Position

SHMBERAE

at 30 June 2020 — unaudited R —ZE =T F XA =+ H —REEX
(Expressed in Renminbi) (A A R#%I7R)

At At
30 June 31 December
2020 2019
R-ZEB_EF RZZE—NF
AA=1TH [yl al=
Note RMB’000 RMB’000
it ARET T AREFTT
Non-current assets ERBEE
Property, plant and equipment W BB KRR 8 2,884,834 2,703,926
Interest in an associate Rl 11NN O 428,990 433,190
Intangible assets BEEE 4,587 4,895
Deferred tax assets ELEBIEE E 51,625 43,504
Prepayment for acquisition of WEIERSEEN
non-current assets AN 22,065 64,476
Other non-current assets HEMIEmESEE 29,863 21,917
3,421,964 3,271,908
Current assets REEE
Inventories FE 9 1,381,244 1,913,368
Trade and other receivables 8 5 I E th e U I8 10 5,713,673 4,919,289
Derivative financial assets PTHESREE 11 - 26,472
Pledged bank deposits EHEFRITER 12 239,207 92,647
Cash and cash equivalents BehIREEEY 13 630,841 411,617
7,964,965 7,363,293
Current liabilities REBEE
Short-term bank borrowings FEEISRITER 14 1,941,955 1,269,548
Trade and other payables B 5 & EH MR FRIE 15 5,535,914 5,934,662
Contract liabilities aHatE 314,811 257,072
Lease liabilities HEEE 25,140 23,355
Derivative financial liabilities MESRBEE 11 5,001 9,142
Current tax payable FE S BN BR B 18 53,198 49,387
7,876,019 7,543,166
Net current assets/(liabilities) REBEE(BE)FE 88,946 (179,873)
Total assets less current liabilities AEERABEE 3,510,910 3,092,035

The accompanying notes on pages 67 to 104 form part of this  F67Z104 8 &IBEMT I s AP BRI ¥ &
interim financial report. B —HB1D ©
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Consolidated Statement of Financial Position

é.“{#ﬁzf Bk 5=

at 30 June 2020 — unaudited R —ZE =T HF XA =+ H —RE&EX
(Expressed in Renminbi) (A REFIR)

At At

30 June 31 December
2020 2019
R-E-EF RZZE—NF
AV-E=R=lN - — A =+—H

Note RMB’000 RMB’000
Bz AREF T ARET T
Non-current liabilities kFRBEE
Long-term bank borrowings REIRITER 14 191,302 59,237
Lease liabilities HEaE 23,335 30,786
Deferred income PR IE UL A 123,899 129,655
Deferred tax liabilities BEMIBRE 3,422 5,402
341,958 225,080
NET ASSETS EEFEE 3,168,952 2,866,955
CAPITAL AND RESERVES BERRFE
Share capital N 16(b) 9,383 9,248
Reserves {1 3,159,569 2,857,707
TOTAL EQUITY B 3,168,952 2,866,955
Approved and authorised for issue by the board of directors on KEEEER T _TFNA+EBHAE
17 August 2020. Ko 15 7 ) %;f? °
He Ningning Wang Jiangiang fAZEE F#oR
Director Director EE ==

The accompanying notes on pages 67 to 104 form part of this 5672104 H &I M K 586K A HAEA 15 R o5
interim financial report. B — 0D °
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Condensed Consolidated Cash Flow Statement
FEJ AA Aﬁﬁﬁ.@uwg%

for the six months ended 30 June 2020 — unaudited {2 —E -~ ZTF XA =+ B IF/NE A — R EFZX
(Expressed in Renminbi) (JAAREFIR)

Six months ended 30 June
BEANA=1tHLEAREA

2020 2019
—E-EfF —NF
RMB’000 RMB’000
ARBT R AREETTT
Operating activities REES
Net cash generated from operations & & FT/5/FIR & 705,123 969,035
Income tax paid B ETE R (45,751) (14,271)
Net cash generated from RETEMBRSFHE
operating activities 659,372 954,764
Investing activities REEH
Payment for the purchase of BEWE BER
property, plant and equipment BE:ENEN (328,507) (222,970)
Proceeds from disposal of property, HEWE  WME K&
plant and equipment RAEFTS RIA 11,384 9,201
Payment for the purchase of BEEREENK
intangible assets - (3,671)
Net payment for derivative MTESRITEAENFFE
financial instruments (4,908) (19,265)
Interest received 2 HF E 6,406 4,143
Change in pledged deposits B E SR FEREE 2
related to construction [REE LR ¢ (3,672) 80
Net cash used in investing RETBHFFARESESE
activities (319,297) (232,482)

The accompanying notes on pages 67 to 104 form part of this

interim financial report.
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Condensed Consolidated Cash Flow Statement

HPEEHERAERER

for the six months ended 30 June 2020 — unaudited HZ T -ZTF XA =+ B IFNEA —FREE
(Expressed in Renminbi) (A A R#%I7R)

2020 2019
—E-FF —NF
Note RMB’000 RMB’000
B #t ARBT R AR¥ETTT
Financing activities R EEB
Capital element of lease rentals paid DR HEMREEARTE (13,041) (1,979)
Interest element of lease rentals paid =M EME & Fl 8 TE% (962) (248)
Proceeds from share issued under 18 15 B8 I% # 51 &1 2%
share option schemes 1% 15 P 18 3R 8 16(b) 59,777 36,659
Dividends paid to equity ERNARAIREREA
shareholders of the Company 1% 2 16(a) (107,152) -
Proceeds from bank borrowings IRITIE KT B FIA 2,080,748 751,206
Repayment of bank borrowings EERITEN (1,966,301) (856,227)
Interest paid =ENEAES) (30,051) (20,348)
Change in pledged deposit related to £ 48 17 {& ZAHREI =
bank borrowing BEEMERE (142,888) (89,371)
Net cash used in financing RMEEBFFARESEE
activities (119,870) (180,308)
Net increase in cash and cash ReRESEEY
equivalents R 220,205 541,974
Cash and cash equivalents at 1 R—B—HBHHBE2K
January REEEY 13(a) 411,517 99,920
Effect of foreign exchange rate EXSHNEE
changes (881) 290
Cash and cash equivalents RAB=1THHERER
at 30 June ReEEY 13(a) 630,841 642,184

The accompanying notes on pages 67 to 104 form part of this

interim financial report.
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Notes to the Unaudited Interim Financial Report
REEZPHMBREME

(Expressed in Renminbi unless otherwise indicated) (Bk BB ERAIN UA REFIIR)

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 17 August
2020.

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2019
annual financial statements except for the accounting policy
changes that are expected to be reflected in the 2020 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 2019 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”).

The 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”).
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Notes to the Unaudited Interim Financial Report
REEZPHMBRENE

(Expressed in Renminbi unless otherwise indicated)

68

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 mobile communication 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

Q Technology (Group) Company Limited Interim Report 2020
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Notes to the Unaudited Interim Financial Report
REEZPHMBREME

(Expressed in Renminbi unless otherwise indicated) (Bk BB ERAIN UA REFIIR)

Revenue and segment reporting 3 WKEBERDTHHE (£)
(continued)
No operating segments have been aggregated to form the REKANEE R HEDEBE - &
reportable segments of the Group. BN R AR
All of the Group’s revenue is from contracts with customers AEEMBWRE R B BRI ®
within the scope of IFRS15 and the timing of revenue HEANFISFHEAZRFRPEH
recognition is point in time. I 152 B P B R ML aR o
Fingerprint  Subtotal of
Camera  recognition reportable
modules modules segments Others Total
BEHER AIREHE
EEEEAR 48 NEF Hit FCETY
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT AREFTT ARBFT ARETT AREBTT
Six months ended BE-ZT-ZfF
30 June 2020 NA=+HIEAEA
Revenue g 7,718,732 1,047,284 8,766,016 36,004 8,802,020
Cost of sales HE KA (7,104,374) (948,048) (8,052,422 (17,591) (8,070,013
Gross profit EAH 614,358 99,236 713,594 18,413 732,007
Six months ended BE-Z-NF
30 June 2019 NA=+HIEAEA
Revenue g 3,917,299 1,121,750 5,089,049 21,896 5,060,945
Cost of sales $H B AR (3,618,716)  (1,008,751)  (4,627,467) (18,273)  (4,645,740)
Gross profit EAH 298,583 112,999 411,582 3,623 415,205

Others mainly represent revenue from sales of waste materials
and the service of technical support.

Segment profit represents the gross profit earned by each
segment without allocation of expenses and other income for
the period. 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.

The Group does not allocate specific assets or liabilities
to the operating segments as the most senior executive
management does not use the information to measure the
performance of the segments.

The Group’s revenue by geographical location is determined
by the location of operation of the contracting parties.

H A = 235 BEF I B R s £ R
el 2 o

7 Bb M A & 0 EIRENM E A - B
rLJifi D ECEA B X R MU A o itk
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B e

AEBIRDEFEEESRER

é%%’“*ﬁ RARKSEATELE
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Notes to the Unaudited Interim Financial Report
REEZPHMBRENE

(Expressed in Renminbi unless otherwise indicated)

3

70

Revenue and segment reporting
(continued)

(BR=EHEAN AAREIIR)

Six months ended 30 June

BERAA=+BHLEAEA

Revenue W =
PRC (including Hong Kong) HE(BEESR)
Overseas =2

The Group had three (six months ended 30 June 2019: three)
customers with whom transactions have exceeded 10%
of the Group’s revenue for the six months ended 30 June
2020. The amount of sales to these customers amounted
to approximately RMB7,720,834,000 (six months ended 30
June 2019: approximately RMB3,988,530,000).

For the six months ended 30 June 2020 and 2019, certain
amounts of revenue are related to sales made to related
parties (see Note 19).

The sales volume of the Group’s products is normally affected
by seasonal factors, the sales volume in the second half of
the year is usually higher than that in the first half. As a result,
the Group normally reports lower revenues for the first half of
the year than the second half.

For the twelve months ended 30 June 2020, the Group
reported revenue of approximately RMB16,910,753,000
(twelve months ended 30 June 2019: approximately
RMB9,989,394,000).

Q Technology (Group) Company Limited Interim Report 2020

2020 2019
—EC-EF —ET—-hnF
RMB’000 RMB’000
ARE T AREF T
8,485,373 4,876,339
316,647 184,606
8,802,020 5,060,945

HEe—_Z-_ZF X A=+HItE
A AEEE=F (BHEZ-F—NI
FRNAZTHEANEA: ZR)E
FHRSHBARNEBKZ10% °
MZERFNEERNARARE
7,720,834,000t (B ZE =T — 1
FRXAZ+THLERNBEA HARK
3,988,530,0007% ) °

BHE T2 ZFEK-_FT—NEFEH
Zt+HEAREAR HETWEEEE
ERMBEEAFELNHEE (R
19)

AEBERHERRYFTHERSR
FE BETHENHERL+F

RE-RI NEE EFFEHEB 2K
HAFERTFF-

BE_T_ZEFXA=THIL+Z
A AEEHBSUREHARE
16,910,753,000Cc (BLZE = — I
FRAZFHEFTZ@BA:-HAR
#9,989,394,0007T ) °



Notes to the Unaudited Interim Financial Report
REEZPHMBREME
(BB ERBEIN UARKETIR)

(Expressed in Renminbi unless otherwise indicated)

Hft Wz & HFE R

4 Other revenue and other net loss 4

Six months ended 30 June
BEANA=1tHLEAREA

2020 2019
—E-EF —E-NF
RMB’000 RMB’000
AR® TR AREFT
Other revenue H 1 3
Government grants I B 70,359 6,489
Interest income FLEMA 4,466 4,087
Others H 1t 1,758 3
76,583 11,479
Other net loss HithFEHE
Net foreign exchange loss SNEE BT 18 5 58 (25,774) (15,516)
Net realised and unrealised SNEHIESHNNEER R
gain/(loss) on foreign exchange KEB W (BB)FHE
option contracts 12,391 (18,846)
Net realised and unrealised SNEEHISAMBEER K
gain/(loss) on foreign currency KEB W (FB)FHE
forward contracts 4,291 (2,998)
Impairment losses on property, ME - -MELZBRERRE
plant and equipment (8,095) -
Loss on disposal of property, REVE BELKEEE
plant and equipment (200) (8,407)
(17,387) (40,767)
SR (EM)ARAT 200 HEs (1
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REEZPHMBRENE

(Expressed in Renminbi unless otherwise indicated) (B BHEAIN LUARETIR)

5 Profit before taxation 5 PFR¥®ATG A
Profit before taxation is arrived at after charging: B W BT & NI R bR T 51 & IR IR
By

Six months ended 30 June

BEAA=+tHLEAEA

2020 2019
—E-EF —ET—NF
RMB’000 RMB’000
ARET T AREFIT
(a) Finance costs (a) MEK
Interest on bank borrowings RITEERE 28,119 23,233
Interest on lease liabilities HEaERNE 962 248
29,081 23,481
Six months ended 30 June
BEANA=THLEREAR
2020 2019
—E-EF —T—NF
RMB’000 RMB’000
AR® T AREF T
(b) Staff costs (b) BI R
Contributions to defined B M EOR KA Bt =
contribution retirement plans 8,348 8,376
Salaries, wages and other He TENEMEF
benefits 421,006 280,578
Equity-settled share based PAIES EE m IR %
payment expenses SEEES 1,237 1,448

430,591 290,402
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(Expressed in Renminbi unless otherwise indicated)

5 Profit before taxation (continued)

(B=FEHEAIN AAREFITR)

5 BRBIADGER (&

Six months ended 30 June
BEANA=1tHLEAREA

2020 2019
—E-EF —NF
RMB’000 RMB’000
AR® TR AREETTT
(c) Other items (c) HtbEE
Amortisation B8
— intangible assets —BEEE 308 261
Depreciation e
— owned assets —-BEEE 167,654 131,945
— right-of-use assets —EREEE 14,197 2,666
Auditors’ remuneration 1% B4 B % B 600 600
Operating lease charges in BEMENKEREER
respect of properties 7,516 2,826
Research and development EERC A (W32 3))
costs (Note (i) 290,751 139,306
Cost of inventories (Note (i) TFERA (HZ)) 8,228,356 4,711,220
Impairment losses on trade and B 5 & H MW GRIR
other receivables VRN ! 1,755 407
Notes: B -

Research and development costs include staff costs
of employees in the design, research and development
department of approximately RMB66,990,000 for the six
months ended 30 June 2020 (six months ended 30 June
2019: approximately RMB45,649,000) 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 generally recognised as expenses in the period in
which they are incurred.

() WMELKAREEZ T -_ZTF A
=+ HIENE AR LR
B8 8 Tk AN 49 A R #66,990,000
T(BEZZ—-NFA=1+AHL
NE A 49 AR #45,649,0007T )
T AMI 50 TER B TR A -

HZEXR AR - HEENRE
—REEEB REREBREERTH
BRAL AERET & E - Bt -
MARARFERA-—BRREESL
HIMRER RS -

73
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KB EZ AR R M

(Expressed in Renminbi unless otherwise indicated) (B BHEAIN LUARETIR)

5 Profit before taxation (continued) 5 BBAER (&
Notes: Byt -

(i) Cost of inventories include carrying amount of inventories sold,
carrying amount of inventories recognized as research and
development expense, and write down of inventories. Cost
of inventories includes approximately RMB497,178,000 for
the six months ended 30 June 2020 (six months ended 30
June 2019: approximately RMB329,059,000) 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.

6 Income tax in the consolidated income 6
statement

Income tax in the consolidated income statement represents:

(it

FERABEEHEFEENER
B HRAMBREANEENERE
BERFEMB - BE_T_TFA
A=Z+HLERER FEXRARE
AR ¥497,178,0007T (BE-F
—NENA=ZFTHLESNEAR HA
R #329,059,0007T) ' # RIEE T
BRATERBERAYER ZEe
BT ASEANRAEE EXEBR
2 ok A BT 51 5(b) K FfT 7E5(c) 1 BB 1) &
Hegr-o

BORERPHIFES

B BERTOAMSRIE:

Current tax Bl ER % 18
- PRC Corporate Income Tax —H B EER
PRC dividend withholding tax (Note(iv)) # B J& £ 78 05 ( FF 5 (v) )
Deferred taxation IEIEFL I8
Total @t

()  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.
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Six months ended 30 June
BEAA=+HLXEA
2020 2019
—2-%F —TNEF
RMB’000 RMB’000
ARBT T ARBTT

45,056 17,432

4,500 -
(10,101) 1,765
39,455 19,197

(1)

REFSEHEMNEBRELES
(TRBRXES]) R MR
B AEEBARNHSEHERK
BREZESHMERMAER-
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(Expressed in Renminbi unless otherwise indicated)

6 Income tax in the consolidated income
statement (continued)

(it

(i)

(iv)

Kunshan Q Technology (Hong Kong) Limited (“Kunshan
QT Hong Kong”) is subject to Hong Kong Profits Tax at
16.5%. No provision was made for Hong Kong Profits
Tax in the six months ended 30 June 2020 (six months
ended 30 June 2019: nil) as the Group did not earn
any assessable profit subject to Hong Kong Profits Tax
during related periods.

Effective from 1 January 2008, the PRC statutory
income tax rate is 25%. Kunshan Q Technology Limited
(‘Kunshan QT China”) (2L EARE FRIRAR AR
was qualified as a High and New Technology Enterprise
(*HNTE”) in 2009, and had successfully renewed the
HNTE qualification on 21 May 2012, 6 July 2015 and
24 October 2018 respectively and continued to enjoy
a preferential income tax rate of 15% for another three
years commenced from 1 January 2018. Shenzhen Q
Technology Limited (“Shenzhen QT Subsidiary”) (&I
T E TR AR AF]) 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 and undistributed earnings generated prior to 1
January 2008 are exempt from such withholding tax.
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%.

(B=FEHEAIN AAREFITR)

6 SOIRERPIAER

(if)

(ifi)

(iv)

EsRE (£8) GR DT 2020F F Hith s

=
(===1

(,,./5

Kunshan Q Technology (Hong
Kong) Limited ([E L K&
B1) AR16.5% M X HMRE
BNEH - AR AEERBE
TZEFRNA=THIEREA
I R 15 E BB EEAE
Mt ) B ARt 4 | - BUR AR B HA R
WEREENESHIELREE (B
EE-NFXRA=THLER
BA: &)

B2 N\NF—HF—HE &
Bl A A TE TS B K B25%
BEUEKBEFRHEBRAA
(TELERKFE]R=ZFZN
FESSIEMEE (2
MEEDER TSR =_F
——#F#AA-+—H -ZF—H
FEARNHBEZZE—N\FT+A
Tt BERNEF IR E
®¥EKR - BA-_E—N\E—HF—H
BESIN=FHZH15%MNE
BRI E ORI EIRAUE
BB BR A A ([RINE KB
NEVR-_ZE—hAhE+=-AN
HESSHEMEEER 8=
T-—NF—A—BHRI=ZF=E
B15%MEBEMEHE-

REBEHBEDEPEHEREM
BARE AREARTECEA
“ZEENE-A-BEMRESL
B 2 ) (7] B AR B AR O B R AR A
RED K I EIZ10% (HERIE
Tt 45 195 7€ Bk 22 HR SRR BR 51 ) B AR
REMBIHR R_FTNF—
A—BAREENRDIKEFNE
R BMNZIATANR - RIEFH B
ML 2 BE R AR TE - &
RIESBEAIAFETRED
KBNHIN L RENAERSE
BTG IR R A 1R5% 1) £ 38R
BB R AT

75
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(Expressed in Renminbi unless otherwise indicated) (B BHEAIN LUARETIR)

Earnings per share 7 BREF

(a) Basic earnings per share (a)

The calculation of basic earnings per share is based on
the profit attributable to ordinary equity shareholders
of the Company of approximately RMB335,522,000
(six months ended 30 June 2019: approximately
RMB180,833,000) and the weighted average of
1,164,130,000 ordinary shares (six months ended 30
June 2019: weighted average of 1,136,645,000 ordinary
shares) in issue during the interim period, calculated as
follows:

Weighted average number of ordinary shares

BREXER

BREKREFTIAARRR LB
BRiEEEABGENOARE
335,522,000t (HLE2E=—ZF— A
FRXAZ+THLERNEAR HA
R #180,833,0007T ) & & HA Hf
MAE#&ITERARINEFHE
1,164,130,000f% (B &= - &
—NERNA=ZTHIERNEAR
3 A% hn 4 7 ¥5 211,136,645,000
R)BEREHE FEHFAW
T:

BB IE TG E

Six months ended 30 June

BEAA=tTHILANEAR

2019
—E-h%F
‘000
F iz
Issued ordinary shares at 1 January R—H—HBH®
2ETEBR 1,157,476 1,131,722
Effect of share options exercised BT FERENZE 6,654 4,923
Weighted average number of RANA=+H®H
ordinary shares at 30 June I 38 A% N AE 15 8K 1,164,130 1,136,645

Q Technology (Group) Company Limited Interim Report 2020
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(Expressed in Renminbi unless otherwise indicated) (Bk BB ERAIN UA REFIIR)

Earnings per share (continued) 7 SRERN(E&)
(b) Diluted earnings per share (b) EREBERR
The calculation of diluted earnings per share is based FREEEFNTIUAD R L@
on the profit attributable to ordinary equity shareholders fEiEiE B AEE NG AR
of the Company of approximately RMB335,522,000 335,522,000 (RAEZE=F— N
(six months ended 30 June 2019: approximately FRNA=ZTHLEARNER:-HA
RMB180,833,000) and the weighted average number of R #180,833,000L) K ¥ &
ordinary shares of 1,175,347,000 (six months ended 30 % hn 4 ¥ 15 £81,175,347,000
June 2019: weighted average of 1,143,925,000 ordinary R(EE-_ZE—NAFA=1+
shares). HiIENEA - E@RmMEFY
201,143,925,000% ) A& & %5t
ﬁ o
Weighted average number of ordinary shares ZEBRMEFIGE (#E)
(diluted)

Six months ended 30 June

BEANA=tHLANEAR

2019

—E-NF

'000

T
Weighted average number of RANA=+HEME®EE

ordinary shares at 30 June MAEF B 1,164,130 1,136,645
Effect of deemed issue of shares 18 {ER i5 7N A &) B8 f% 4
under the Company’s share ST T IR My S

option scheme 11,217 7,280
Weighted average number of RANA=1+TH®E @R

ordinary shares (diluted) TS (8E)
at 30 June 1,175,347 1,143,925

E KR (M) G PR A A 20207 t ER & 17
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(Expressed in Renminbi unless otherwise indicated)

8 Property, plant and equipment

78

(a) Acquisitions, disposals and impairment of

owned assets

During the six months ended 30 June 2020, the Group
acquired items of property, plant and equipment with
a cost of approximately RMB375,780,000 (six months
ended 30 June 2019: approximately RMB197,102,000).

During the 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 RMB11,584,000 were
disposed of during the six months ended 30 June
2020 (six months ended 30 June 2019: approximately
RMB12,608,000), resulting in a loss on disposal of
approximately RMB200,000 (six months ended 30 June
2019: approximately RMB3,407,000).

During the six months ended 30 June 2020, a number of
machines are aging and unable to meet the production
needs. The Group assessed the recoverable amounts
of those machines and as a result the carrying amount
of the machines was written down to their recoverable
amount. An impairment loss of approximately
RMB8,095,000 was recognised in “other net loss” (six
months ended 30 June 2019: nil).

Q Technology (Group) Company Limited Interim Report 2020

(BRREREAI AAREIIR)

8 WX BENRE

() W HEBRREERAERE

BHE T -_ZHFA=+HI1
7~ E A K%.BZEZK“"]}\E%
375,780,000 (BHZE—ZF—h

FRAZFTBIEAEAR - HAR
#197,102,0007T ) Y BE 4 % -
E M REEE -

HE_Z-_ZXXA=Z+HILEA
B NEBUKEANHARE
3 672,0007L5] 3 — M A E #H
i AP AR R R A AR AY
AE%Z,QS&OOOTEET_LETE #
MEHBZEAERDE-

BREFEALARK11,584,000
TLZWE - R R IE B R E
ETEFXNA=ZFTHLER
BAEE (BE-_Z—NLFAX
A=+HLERNER - HARK
12,608,0007T) ' BEHELRE
BB AR200,0007T (=
—E-AFENAZTHILNRE
A #) AR #3,407,0007C) °

@?: i—?/\ﬂ +E]JJ:/\
BAH &FTHBIBZREZLER
EAEERE- $$lmﬁ
ZEMBRE2ATIKE S

Eﬁzﬁ%””ﬂﬁz,ﬂ%ﬁﬁmmi,\
AREERE - REBEOAR
#8,095,0007T B A [ H fth /5 /&5
BIABR(BE_ZE—NLEN
H:‘FELE/\“H-%)"
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(Expressed in Renminbi unless otherwise indicated) (kS AHAIN UARKETIR)

Inventories 9 ®E
Inventories in the consolidated statement of financial position EHMBRAETFTHNFTFEBRE:
comprise:

AT SR At 31 December
2020 2019
R-BE-FF RZTE—NF
AR =l - — A =+—H

RMB’000 RMB’000
ARE T ARET T
Raw materials JR A 564,227 630,074
Work in progress R 405,289 630,354
Finished goods P &R 518,863 717,627
1,488,379 1,978,055
Less: provision for inventory W EERE (107,135) (64,687)
1,381,244 1,913,368

The analysis of amount of inventories as expenses and ERAXFTAEBRRNGTEESEN

included in profit or loss is as follows: DT :

Six months ended 30 June
BEANA=1tHLEAREA

2020 2019

= —ENEF

RMB’000 RMB’000

AR® TR ARETF T

Carrying amount of inventories sold EHEFENREE 8,024,910 4,635,230
Carrying amount of inventories ERASMEEANTEN

recognised as research and AR
development expenses 160,998 65,548
Write down of inventories 17 & HUR 42,448 10,442

8,228,356 4,711,220

EStRE (M) ARAT 20005 s (9
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(Expressed in Renminbi unless otherwise indicated) (B BHEAIN LUARETIR)

10 Trade and other receivables 10 ES R EMEWEIE

Trade receivables 2 5 EWFRIA

— third parties —E=x

— related parties (Note 19(b)) —BET (fF191m))
Bills receivable FE W E &

— third parties —E=x
Trade and bills receivables S RN RIEREKREE

Less: Allowance for doubtful debts B RER R

Other deposits, prepayments Hibiz & BRRER
and receivables FE W SR IE

()  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.

(i) As at 30 June 2020, no trade receivables were pledged
as security for bank borrowings (31 December 2019:
approximately RMB278,827,000 were pledged as
security for short-term bank borrowings) (see Note 14).

80 Q Technology (Group) Company Limited Interim Report 2020

VNSO SA At 31 December
2020 2019

R-Z-FF Sty

2GESNCN +— A=+~
RMB’000 RMB’000
TSN AR%TR

5,604,739 4,771,573
2,318 7,479
19,694 57,969
5,626,751 4,837,021
(3,052) (1,297)
5,623,699 4,835,724
89,974 83,565
5,713,673 4,919,289

(if)

A B 5 N E Al e W sk 0B T8
RN —F AR @RS -

JEW 1B B %17 H B 53E6
(ERSEIR R

—EFRNA=Z+A-
w2 5 FE Y3k IE O E
tﬁﬁ TERMER(ZE— N
F+-ZA=+—H:HARE
278,827,000 T I E B R
HRTEROER) (RHEE
14) o

|
m@u
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REEZPHMBREME

(Expressed in Renminbi unless otherwise indicated)

10 Trade and other receivables (continued)

(i)

(@)

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 derecognized as financial
assets. As at 30 June 2020, the bank acceptance bills
which the Group has transferred but not overdue were
totally amounted to approximately RMB48,502,000 (31
December 2019: approximately RMB174,703,000). All
of these bills are due within 6 months.

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:

(B=FEHEAIN AAREFITR)

10 ESZ RHEMBEWRIR (&

(i)

(a)

Within 1 month PE B LA

More than 1 month but
within 3 months

More than 3 months but
within 6 months

More than 6 months but

within 1 year

FE6ME A ER1FIAA

H@1E A ER3ME A AR

F2 @31 AER6ME A AR

REBEITPEEZRITHEITHR
HIEZLAGEEE S EUGIE - EIE[E
RAZSEENRER I ZHEER
BHM-AL - EZFEZERAIR
B EEEN ZFEZDKRIEER
AERBE - RZE_FTFA="1
B - AREE B EEE R AR IR T
HEZE £ AH ARK4A8,502,000
T(ZE—NF+ZA=+—H:4
AR #174,703,0007T) - Fr B #% %
fEZ RN E A AEIH -

fRiR 2 AT

RBEMR - REREHE DR
R R B E 5 EUWGKIR
REWRERE (EFtAB S REM
FEURIE) B ARER D AT IR T -

O TGEES At 31 December
2020 2019
R-E-ZF RZT—NF
ANA=ZTH [ al=!
RMB’000 RMB’000
AR¥T T AREFIT
2,813,985 3,076,543
2,746,661 1,733,705
63,053 25,178
- 298
5,623,699 4,835,724
ESNE (£ ERAT 020 s S
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(Expressed in Renminbi unless otherwise indicated) (B BHEAIN LUARETIR)

10 Trade and other receivables (continued) 10 EFREMBWRIE(£)
(b) Impairment of trade and bills receivables (b) EZERURERERRBHRE
Impairment losses in respect of trade and bills B 5 EW T8 N e W E AR
receivables are recorded using an allowance account BEEERABRERIS  BRIEKR
unless the Group is satisfied that the recovery of the EEEMNIE AR EEH AL
amount is remote, in which case the impairment loss is MRFEM ERBRT  RE
written off against trade and bills receivables directly. EEEEHRE S EIRGIE N JE
U SRR o
The movement in the allowance for doubtful debts during B/ ERNREBENESNOT

the period/year is as follows:

AN TS At 31 December
2020 2019
R-B-=F RZE—NEF
~NA=TH +=-—A=+—H

RMB’000 RMB’000

AR T AR¥ETTT

At 1 January R—H—H 1,297 531
Impairment losses recognised ERRBERSE 1,755 766

As at 30 June/31 December RANA=+H /
+=—A=+— 3,052 1,297

11 Derivative financial assets and liabilities 1M1 TEEREERAERS

At 30 June 2020
R-ZE-ZFFXA=1H
Notional
amount Assets Liabilities

ERLH BE &\

RMB’000 RMB’000 RMB’000
AR®TR AR®TR AR®T R

Foreign currency derivative SNESTHET A
instruments
— Forward contracts —REE Y 551,622 - (760)
— Option contracts —HEA L 1,649,524 - (4,241)
Total @Et 2,201,146 - (5,001)
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(Expressed in Renminbi unless otherwise indicated) (Bk BB ERAIN UA REFIIR)

11 Derivative financial assets and liabilities
(continued)

11 TESEERERE (&)

At 31 December 2019
RZE—NF+ZA=+—8H

Notional
amount Assets Liabilities
FEDHE BE BE
RMB’000 RMB’000 RMB’000
ARBTTT ARBTT ARBTT
Foreign currency derivative SMNENTA T A
instruments
- Forward contracts —RHEH 1,112,704 - (9,142)
— Option contracts —HREEH 587,396 26,472 -
Total BEt 1,700,100 26,472 (9,142)

The Group entered into foreign currency option and foreign
currency forward contracts with banks. As at 30 June 2020,
the notional amount of outstanding contracts amounted
to approximately USD277,000,000 and approximately
HKD262,891,000 (31 December 2019: approximately
USD243,700,000). 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.

7 & & B8R 17 ] L H)IE ER R K Hh
ERAAO - R_ETE_ZTF /A
=TH RIBEHOZHZESED
277,000,000 Jt & #9262,891,000
BT (ZE—NF+ZA=1+—8:
#9243,700,000% 7T ) ° FT A #% & H
BERBEHHIR—FARH-

SNEERIES A T E RN
s — STERMT — BB A B o AL
RANEES KEEHLERNHE
RTEER EMER SNEER
0 1 238 B 5 DA T 4 LB 5K o

SMEEB AN Z A FETIEBET
BRI R EAMNERERE QO TE KK
B o

EStRE (M) ARAT 20205 FHHE O3
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(Expressed in Renminbi unless otherwise indicated)

12 Pledged bank deposits

(BR=EHEAN AAREIIR)

12 SEARTERK

LSRN At 31 December
2020 2019
R-B_FHF R_E—-NF
ANA=ZTH [ al=!
RMB’000 RMB’000
ARBTT AREFT
Pledged for BUAT S IEEA
— short-term bank borrowings —REIRITER (Waz14)
(Note 14) 233,579 90,691
— letter of guarantee —PEREK 5,628 1,956
Pledged bank deposits EHEFRITIFR 239,207 92,647

13 Cash and cash equivalents

13 RERREEEY

(@) Cash and cash equivalents comprise: (@ RERREESEYERE:
AT S At 31 December
2020 2019
R-ZE_EF —NEF
aY-=Rd=-l —— 5 =+—H
RMB’000 RMB’000
ARE T ARBEFIT
Cash in hand FHER® 53 97
Cash at bank RITIF 630,788 411,420
Cash and cash equivalents R BERAE R
in the statement of financial HWERERALZ
position and cash flow e RBEE2EEY
statement 630,841 411,517

As at 30 June 2020, cash and cash equivalents
placed with banks in the Mainland China amounted to
approximately RMB516,818,000 (31 December 2019:
approximately RMB363,608,000). 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.
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R—ZE_ZEFA=+8"
AEBETFT AP E AR ITH
ReEBEEEBMWAHAR
#516,818,000c (=T — 1
F+-A=+—H: HARE
363,608,0007T) ° 1§ & & [ I
F B b 7B 38 ST AR B U AR R Y
BB SN B IR BN R A 4R o
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(Expressed in Renminbi unless otherwise indicated) (Bk BB ERAIN UA REFIIR)

13 Cash and cash equivalents (continued) 13 RENBLEEBYW (&)
(b) Major non-cash transactions b) EEHFREXRH
For the six months ended 30 June 2020, major non-cash ey EENA=1THIF
transactions included the following items: /\flﬁ I;z;'zfﬁii%ﬁ FELA
TIER :

Six months ended 30 June
BEXA=t+HLAEA
2020 2019
—E-EF —ET-hF
RMB’000 RMB’000
AREBTT AREETTT

Settlements of trade payables directly E%r HMEBREES
by the bills endorsement g 5N RIE 28,240 318,116

Settlements of trade payables directly ETK F R TUE@L

by the bank through import trade % 2B “‘ﬂﬁ’%g
B S EMNFE

loan facilities 677,975 657,949

Total mEt 706,215 976,065

ESRE (W) ARAT 2020FHHEE  SD
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14 Bank borrowings

86

(BR=EHEAN AAREIIR)

14 SR1TER

Long-term bank borrowings REFIRITER
- secured (Note (a)) —BIEW (Hit@)
— unsecured —E
Short-term bank borrowings FEEIRITIE X
- secured (Note (b)) —BE/ (Hitb)
- unsecured — R

(@) As at 30 June 2020, the balance was the long-term bank

borrowings with effective interest rate of approximately
1.95% of approximately TWD255,000,000 which was
repayable within 3 years. It was secured by 26,160,850
shares (31 December 2019: 16,160,850 shares) of
Newmax Technology Co., Ltd. (an associate) held by the
Group.

Q Technology (Group) Company Limited Interim Report 2020

AT At 31 December
2020 2019
noz-ms LR
V=R =l - — A =+—H
RMB’000 RMB’000
AR®T T ARET T

61,302 59,237
130,000 -
191,302 59,237
233,270 332,833

1,708,685 936,715
1,941,955 1,269,548
2,133,257 1,328,785

(a)

R-ZZE-_ZFEXA=+tH @
HEHBEBENELNR1.95%
BER=ZFARNEEZAOFSE
¥ 255,000,000t 2 K HI 4R
TERXR- HBAXEEREZ
26,160,850 (=& — L F
+=-HA=+—H:16,160,850
BR)FEREROERAA (—
BENEIDE & R (=i
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(Expressed in Renminbi unless otherwise indicated) (kS AHAIN UARKETIR)

14 Bank borrowings (continued) 14 BITER (&)
(b) The short-term bank borrowings were secured by assets (b) %2 HA RITERBERAEENEE
of the Group and the carrying amounts of these assets EEH ZEEENEREAW
are as follows: D

ARl T SB At 31 December
2020 2019
R-B-=F RZZE—NF
AR dEEN - — 5=+ —H

RMB’000 RMB’000
AR T ARBEFIT
Pledged bank deposits EERRITIFER (Fat12)
(Note 12) 233,579 90,691
Trade receivables (Note 10(i)) B Z WA (K iF100)) - 278,827
233,579 369,518
(c) As at 30 June 2020, the bank borrowings with effective c) RZE-_FEFXA=+H &
interest rate of approximately 2.27% (31 December BRANKRAH227% (ZE—NF
2019: approximately 3.42%), were repayable as follows: +=-—A= + H:43.42%) 2
RITEREAEEENT
AT At 31 December
2020 2019
E’Q\— 5 —= ﬂE E/Q\:g_jlrfﬁ
V== - — A =+—H
RMB’000 RMB’000
AR T ARET T
Within 1 year or on demand —FANIIREREE 1,941,955 1,269,548
After 1 year but within 2 years ~ —F & {8 A F K 80,000 -
After 2 years but within 3 years M FEBER=ZF K 111,302 59,237

2,133,257 1,328,785

EStRE (M) ARAT 20205 EmE S
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15 Trade and other payables 15 ES R HAMENKIE

N OISR At 31 December
2020 2019
R=Z=FF R_E—-NF
VIR —— A=+ —H

RMB’000 RMB’000
AR TR ARETTT
Trade payables and accruals E5REMNFIERETER
— third parties —-%=7 3,982,094 4,593,637
— related parties (Note 19(b)) —@ER (HiE190b)) 34,833 24,367
Bills payable (Note () FERRIR (KT at(a))
— third parties —%=h 1,225,210 973,655

Trade and bills payables (Note (b)) B RNREBERENERE

(Ktitm)) 5,242,137 5,591,659
Accrued payroll JEET T & 113,008 123,013
Other payables and accruals HihENZEREFER 154,002 177,987
Foreign currency option premium SNEE HA M B 26,767 42,003
5,535,914 5,934,662
All of the trade and other payables as at 30 June 2020 are R-E_ZFRA=ZTHNMEBE
expected to be settled or recognised as income within one Z R EMENRIBERN —F RN
year or are repayable on demand. ERERARWARBERERER -
(a) Bills payable analysed by type of security (a) RERBEINTZENRE

AN NI SB At 31 December
2020 2019
il T F
AR =l - — A =+—H
RMB’000 RMB’000
AR T ARBTT

Bills payable unsecured mE RN R 1,225,210 973,655
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(Expressed in Renminbi unless otherwise indicated) (kS AHAIN UARKETIR)

15 Trade and other payables (continued) 15 EFREMENARIE(£)

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

(b) ZRZHHEATNEZENARE
REMNRENIREDTUT

follows:

AN T At 31 December
2020 2019
gtk L TN
VIR = - — A=+ —H
RMB’000 RMB’000
ARBT T ARBTT
Within 3 months INCHEDSEPIA 4,552,560 4,932,881

Over 3 months but BiE3ME A B ReE A A
within 6 months 161,443 345,546

Over 6 months but tBiE6E BRI F AR

within 1 year 98,609 5,964
Over 1 year iR 13,395 12,387
4,826,007 5,296,778

As at 30 June 2020, the accrued trade payables which
represented the amounts with no invoice received by
the end of the reporting period date, were amounted to
approximately RMB416,130,000 (31 December 2019:
approximately RMB294,881,000).

W_E_ZTFXA=Z1+H [E
HESEMNRE(BREBRK
B U EMRIE) BOA
R 416,130,000 ( ZZ— A
F+-_A=Z+—"H: HARK
294,881,0007T) °

ESNE (EE) ARAT 020 Hs  S9
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16 Capital, reserves and dividends 16 EX -RERRE
(a) Dividends (@ BE
Dividends payable to equity shareholders attributable to HEB K EEEMND R T EE
the previous financial year, approved and paid during the I E MK 2 BN RERS
interim period A B
At 30 June At 30 June
2020 2019
R-B_-FHF R-ZZE—NF
~A=+1H NA=1+H
RMB’000 RMB’000
AR®BTR ARBFT
Final dividend in respect of HEBEFBEEDLRAT
the previous financial year, Fh HA HA RS 4L KR Y
approved and paid during REREHARKIOD
the following interim period (FEZER10.0510)
of approximately RMB9.0 (BE-_ZT—h#F

90

cents (equivalent to HKD10.0 NA=Z+THIEAER &)

cents) (six months ended 30

June 2019: Nil) 107,152 -
The Company did not propose any interim dividend for ARAITEEREBEE_ZT_F
the six months ended 30 June 2020 (six months ended FRA=Z1THIENEAREAE

30 June 2019: nil).

(b) Share capital

Authorised and issued share capital

R BRE (BE-T—-AFX
A=tHIERER:#) -

(b) B

EERERITRE

Number of
Shares Amount
% 3 21 B Gkl
’000 HK$’000
T FHET
Authorised: EE:
Ordinary shares of FREEC.O1TAE T
HK$0.01 each LB 50,000,000 500,000

Q Technology (Group) Company Limited Interim Report 2020
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(Expressed in Renminbi unless otherwise indicated) (Bk BB ERAIN UA REFIIR)

16 Capital, reserves and dividends (continued) 16 &2~ -BERKRE (&

(b) Share capital (continued) (b) BAEK (4#)
Authorised and issued share capital (continued) EERSZTRE ()
Number of Nominal value of
shares ordinary shares
ey 4! LmlkEE
'000 HK$'000 RMB’'000
T FET AREF T
Issued and fully paid: EETRAR:
At 1 January 2020 R-ZE-TF—F—H 1,157,476 11,575 9,248
Shares issued under 2016 RIE-ZT— A FER
Share Option Scheme RETEIBTRMN 9,495 95 87
Shares issued under 2017 BREBE-Z—+FERK
Share Option Scheme R BIBITRMD 946 9 8
Shares issued under 2018 RiE T —NFER
Share Option Scheme BT EIBTRG 4,334 43 40
At 30 June 2020 R-E_FF
~NA=TH 1,172,251 11,722 9,383

EStR (M) ARAT 20005 s 91
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16 Capital, reserves and dividends (continued)

92

(b) Share capital (continued)

Authorised and issued share capital (continued)

During the period, pursuant to the Company’s share
option schemes (Notes 16(c)), options were exercised
to subscribe for 14,774,680 ordinary shares (six
months ended 30 June 2019: 10,183,200 shares)
in the Company at a consideration of approximately
RMB59,777,000 (six months ended 30 June
2019: approximately RMB36,659,000) of which
approximately RMB135,000 (six months ended 30
June 2019: approximately RMB87,000) was credited
to share capital and the balance of approximately
RMB59,642,000 (six months ended 30 June 2019:
approximately RMB36,572,000) was credited to the
share premium account and share-based payment
reserve. Approximately RMB3,778,000 (six months
ended 30 June 2019: approximately RMB3,108,000) has
been transferred from the share-based payment reserve
to the share premium account. 677,520 options were
lapsed during the period (six months ended 30 June
2019: 2,941,300). As at 30 June 2020, the total number
of shares which may be issued upon the exercise of
all options outstanding from the Company’s share
option schemes is 12,979,600 (31 December 2019:
28,431,800), of which 6,285,600 options are exercisable
at an exercise price of HK$4.65 per share and 6,694,000
options are exercisable at an exercise price of HK$6.02
per share.

Q Technology (Group) Company Limited Interim Report 2020

(BRREREAI AAREIIR)

16 EX -RERRE (&)

(b) W& (&)

REERCRITKA (&)

HR REBEARG ZERET
2 (M sE16(c) ) BB IEETT
FAREE14,774,680/08 &K R A
TER(BE-_Z—NLENA
=+ HI1E/~1EA:10,183,200
BIRG) BHEARHNARK
59,777,000 (B Z=F — 1
FRXA=Z+THLERNEAR HA
R #36,659,0007T) * EF# A
R #135,000t (HHE2E=ZF— A
FRXA=Z+THLERNEAR HA
K #87,0007T ) B 5t AR K &4
%4 A R#59,642,0007T (&
E-ZE-NFRA=Z+H81E
~E A 8 AR #36,572,000
T)E R ARG & B R KA
MEBERHNNARERE-HAR
#3,778,000C (BHZ=T— N,
FRNA=ZTHLERNER DA
R #3,108,0007T) B B A & 15
AERONRIEEEREZ=RND
mERR - 677,520 BREE R
HREAB(BE_Z—NLFX
A=4+H 1A :2,941,300
) RZTE_EF A=+
H RAARAIERETEET
ZHTEBMARTEZBEREE
THEEBATERITZRMDEBEH
/12,979,600 (= — I F
+=—H=+—H:28,431,800
i) - H #6,285,60017 8 I i
AR T R4.658 L 2 1THETT
£ £26,694,00010 EEIRE R 1Z &
B%6.028 L 2 TT{EEITE



Notes to the Unaudited Interim Financial Report
REEZPHMBREME

(Expressed in Renminbi unless otherwise indicated)

16 Capital, reserves and dividends (continued)

(c) Equity settled share-based transactions

U

(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.

(B=FEHEAIN AAREFITR)

16 EX -RBRRE (&

(c) UEREENROXS

@

(ii)

EsRE (£8) GR DT 2020F F Hith s

ZE-ANFBRETE

RZE—RNRE+AZF+X
H &ARAMRI66HEE
wa2uEE([ARAR
H & ££39,425,0001 B A%
(I ZE— R NFERE
El)ARBEAR A RAF
4 39,425,000 & f& @
BO.O1B Lz E@MR A
FEBARR T —+H5F
2 NFERZZE-NFH
BEEsAETHRALREEZE
ZATE R EER R - 5 R]
EE -

—EFE-—tFERETE

N_E—+FNANHE &K
NaE|MAsH AR AR E A
$£8,083,00015 BER&#E ([ =
Tt FHERESE])
NREARARAF G H
8,083,000/% & % M 180.01
BroEmRk WESGEHR
KRR ZE—EF =5
—NF - ZEBE-NFE-Z
—EEPHRFEzETHRA
R EZE TG EER
% FAEE -
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16 Capital, reserves and dividends (continued)

94

(c) Equity settled share-based transactions
(continued)

(iij) 2018 Share Option Scheme

On 7 December 2018, the Company granted 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
growth target of the Company’s 2019, 2020 and
2021 financial years.

(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
of 11,454,000 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 2020, 2021 and 2022 financial
years.

Q Technology (Group) Company Limited Interim Report 2020
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16 EX -RERRE (&)

(c) UERZEENROKS (&)

(iit)

(iv)

ZE-NFERETE

RZE—N\F+_-_A+tH"
XA AE]A83% AR AR
& H12,720,00017 B A% k&
(I ZE—-N\FERE
El1)ARBEAR B RAF
4 12,720,000 & & ®
BO.O1EB L E@MR A

FHEBARRZZE—NEF -

ZEEFRZF—FH
BFEzETHWAEREZ
AT R EER % - 5 R
EE -

—E-NFERETE

R-ZE—NFANAZ+—
H: KRQAMA68E EEK AKX
& H£11,454,00017 B %
(I ZE—-NFERE
E)AREARARARAH
4 $#£11,454,0001k & % ™
BEO.O1BTTZEMAR - WA
FEBARA T _TF -
TR —FRIE-FH
BFEEzETHWAEREZE
AT R EER R - 5 A]
EE
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16 Capital, reserves and dividends (continued)

(d) PRC statutory reserve

(e)

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.

Capital management

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
68.8% at 30 June 2020 (31 December 2019:
approximately 48.2%).

(B=FEHEAIN AAREFITR)

16 EX -RERRE (&)

(d) FEUEERE

(e)

EsRE (£8) GR DT 2020F F Hith s

P BAERBE AR FRF
Wﬂ&i&%@%%%@ﬂ
BEERPRETRERER
;E%%ﬁ&mﬂmm%(ﬁﬂ
HAFERR) BAETERBRE
#H BEEREEHREFMELRY
o%ﬁi B3 %aﬁﬁhﬁm
SRR DR G F BT HETT ©

RTE BRI ERT
AR A 85 R 5t B 18 S AN Y

BAAIMNER MR AEB@ET
EREBTEREZIMERD
25% -

EXRER
REBEBEEANEZERA
%Fﬁﬁlﬁﬁ%%%%ﬁ‘%
BREERBRKFEAEERTEED

BOAARRARGHRE %%%
B SR %5 0K (3 98 T L At 2
B3R5 20 2 -

AEBEREGERNEEREREE
BARE AFRAEBRSKFD
F*TT%E%%Emk%@

R 4 1T B2 B AIOR B 4 AR
&tiZﬁ%%$@ I B R I&
BN B BB ARLRE -

E2BREEBRAERE
%°$$§mﬁW%&%%

B 7
‘m
W
3
3

f& EF & W EAR
%%@ﬁiiﬁﬁﬁ%
TZ_EFNA=TH K&
EAREEL X RLH68.8%
(ZE—NF+ZA=+—8:
#148.2% ) °

B % ot Bk B B

=
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17

96

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

° Level 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 Level 3 valuations: Fair value measured using significant
unobservable inputs

The Group has a team headed by the assistant 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.

Q Technology (Group) Company Limited Interim Report 2020
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17 EMITENAFEFE

BAVEIRNEMIA

TREJIAKEEERTANRF
B ZE2RIARBEARRE
FHEEEFGE X OB SBEERMB
WEERIEIF A FEAEMAE
M= AFERE - §RAFEFE
DENFERDEZEWMTHERE
TR ABBENABEREREZ
BEE:

o EAhE EERAEMIBAR
B (ARFTERERAEEXAR
KRBTSR ERBRE) 5t
ENRTE

o EB2HE: ERER2H AR
(BlARgE =2 EARIN A B R
ABE) BY REREXTAIE
R ABIBTENATE T
BERERAREBRSETSEEN
W AR

e EASME EREARTAEER
BWABIBEAENATE

REEE —fE B HEEEBIES R
MEFHERTIA(BEIBRER
FEFHRTERNEMESREE)
ETHE - ZEFERRAM B AL
BE-RNSREMRBEMBRF
B EEHOMMBEERS LA
SRR B SR AL -
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17 Fair value measurement of financial 17 e T EN A FEE
instruments (continued) (#&)
Financial instruments carried at fair value BRAFEIENSRTE (&)
(continued)

Fair value measurement as at
30 June 2020 categorised into

R-ZB-BEXNA=TANAVEFELER

At

30 June
2020 Level 1 Level 2 Level 3

R-B-Zf
~A=tH [E &1 B &2 B3
RMB’000 RMB’000 RMB’000 RMB’000
AR®T T AR®T T ARBT R AR®T R

Liabilities: Bf:
Derivative financial liabilities TESREE
~ Foreign currency option contracts — —4[\[E #RiE 4 4 (4,241) - (4,241) -
- Foreign currency forward contracts  —\fE iz BB A 4 (760) - (760) -
(5,001) - (5,001) -
Fair value measurement
as at 31 December 2019 categorised into
RZE-NETZA=T-HNRTEFESNER
At
31 December
2019 Level 1 Level 2 Level 3
—nF
+ZRA=+—H B 41 B2 EB#3
RMB’000 RMB’000 RMB’000 RMB'000
ARBTT ARETL ARETT AREFT
Assets: EE:
Derivative financial assets TTHEEREE
- Foreign currency option contracts ~ —4MEHIEA 4 26,472 - 26,472 -
Liabilities: 8f:
Derivative financial liabilities MTESRMAE
- Foreign currency forward contracts  —4ME&HIA #) (9,142) - (9,142) -
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17

18
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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 using the forward exchange rates at the
end of the reporting period and comparing to the contractual
rates, with the resulting value discounted back to the present
value.

The fair value of foreign exchange 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 2020 not
provided for in the interim financial report:

17

18

(BR=EHEAN AAREIIR)

(%E%IE\E’\J’AQZEE*%

BRAFEIRNEMTIA (&)

BR2INERENNRFEER
} AmEReEHEREE WA

AWEXHEL BREEEKRERE
EHIETE

ER2INEMEAS NN R TETER
REMAO R -SRI —2RELE
EeEMEMRANABRE AR
REHI R -

i

<EP/HEE7T7T%#& = I?ﬂiaﬁm%ﬁﬂ’]
BARAFEMT

At At

30 June 31 December
2020 2019
R=Z=ZfF RZE—NF
aY-=Rd=-l —— A =+—H
RMB’000 RMB’000
ARBT T ARBTT

Contracted for 254
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(Expressed in Renminbi unless otherwise indicated) (Bk BB ERAIN UA REFIIR)

19 Material related party transactions 19 EREBAIRS
In addition to the related party information disclosed Mt SRR EMIEHEEDNE
elsewhere in these financial statements, the Group entered BB REBEZUATEKX
into the following significant related party transactions: AL RS 5
Name of related parties Relationship with the Group
BMEAnEE8 BRI &R B R BA 1R
— CK Telecom Limited (“Heyuan CK”")* Controlled by Mr. He Ningning
(‘ERBERMRE CTR) ERAEF))
- AR RERMRE OR) ARAF (DARER]) AT E L
— Van Telecom Limited (“Van Telecom PRC”) Controlled by Mr. He Ningning
(‘MEZBHRAR AR
-WLREBERAR ([HRRFHPE]) AT E L
— Chengdu CK Technology Limited* (“Chengdu CK”) Controlled by Mr. He Ningning
(“BERTR A B AR AR
- KA AR AR AR ([BEEER]) AT E L
— C-Flex Electronic (Huangshi) Ltd.* (“Huangshi C-Flex”) Controlled by Mr. He Ningning
(BOMREEFRIEAERARA)
-BAREEFREERAG (EAAE]) AT E
— Heyuan Youhua Micro Electronic Technology Controlled by Mr. He Ningning

Company Limited (Former name “Huizhou Youhua Micro
Electronic Technology Company Limited”)*
(“Heyuan Youhua”) (AR R EMEEERFZER AR
- RREMEFREERAQF M EE LTS
(RIME [EMREMEFREBERAT]) (DDRRE])

— Dongguan Xinxu Optical Limited. (‘Dongguan Xinxu”)* The subsidiary of an associate of the Group
(REFBAFHERRF)

- REHMBARFERAR ([REHE]) REEBERTZHERF
The English translation of the companies’ names is for reference Y RERAEBIAEXBEEMRRZE-
only. The official names of these companies are in Chinese. ZERNRMEREZEEAP -
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(Expressed in Renminbi unless otherwise indicated) (B BHEAIN LUARETIR)

19 Material related party transactions 19 EXRBEBAIRS (&)
(continued)
(@) Transactions and balances with related party (a) HBEBAINRZ RER

Six months ended 30 June
BEXA=+HLEAREA
2020 2019
—E-2F ST
RMB’000 RMB’000
AR TR ARETTT

Sales of products to EmE
- Heyuan CK — AR A 2,703 2,476
Purchases of products from EnER
- Heyuan Youhua — )RR E 50,249 46,608
— Huangshi C-Flex —EARE 47,165 25,810
— Van Telecom PRC — LR+ - 61
- Dongguan Xinxu — =8 21,820 18,387
119,234 90,866
Rental expenses to SHEERE T
— Chengdu CK — B # Al - 62

The Group entered into a lease in respect of certain
leasehold properties from its related party (Van Telecom
PRC), with lease terms of 3 years. During the six months
ended 30 June 2020, the amounts of rent payable
by the Group under these leases to its related parties
were RMB1,596,000 (six months ended 30 June 2019:
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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(Expressed in Renminbi unless otherwise indicated) (kS AHAIN UARKETIR)

19 Material related party transactions 19 ERBEBAIRS (&)

(continued)
(b) Balances with related parties

As at 30 June 2020 and 31 December 2019, the Group
had the following balances with related parties.

() Due from related parties

(b) ERBAEE TS 2 %5ER

R-ZF-_ZFERNA=Z+THEREZ
Z-hF+_A=1+—B £&
BB AT &R

() FEWREHSHE

At At

30 June 31 December
2020 2019
R-B-ZF R_E—-NF
AV =R =l ~— A=+—H
RMB’000 RMB’000
AR® TR ARBTT

Trade-related g 58k
Trade receivables B 5 e WA
- Heyuan CK (Note 10) —ARPR (HaE10)

2,318 7,479
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(BR=EHEAN AAREIIR)

(Expressed in Renminbi unless otherwise indicated)

19 Material related party transact
(continued)

ions

(b) Balances with related parties (continueqd)

(i) Due to related parties

19 EXBABAERS (£)

(b) BB &t (£Z)
(i) FETEEE 5 5E

At At

30 June 31 December
2020 2019
R-B_-FHF R-ZT—NF
AV =R =l +— A =+—H
RMB’000 RMB’000
AR®BT T AR T

Trade-related
Trade and bills payable

— Huangshi C-Flex
— Heyuan Youhua
— Dongguan Xinxu

The amounts due from/to related
June 2020 and 31 December 201

85 HE

B 5 RENFIAR
N RE
—EAWEY
— AR E
—REHB

parties as at 30
9 were expected

to be recovered/repaid within one year.
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11,732 3,794
10,446 12,567
12,655 8,006
34,833 24,367
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Notes to the Unaudited Interim Financial Report
REEZPHMBREME

(Expressed in Renminbi unless otherwise

19 Material related party transactions
(continued)

(b) Balances with related parties (continued)

(iii) Lease Liabilities

indicated)

(B=EHEASN AARKEIIR)

19 EXBABAERS (£)

(b) EEERES 28k (2

(i) HEBE

At
30 June
2020

R-ZB-EHF
~NA=1+H
RMB’000
ARE T

HESE
I % R o

Lease liabilities
Van Telecom PRC

(c) Key management personnel remuneration

Key management personnel are those persons holding
positions with authority and responsibility for planning,
directing and controlling the activities of the Group,
directly or indirectly, including the Company’s directors.

1,570

At

31 December
2019
R_E—-NF
+=ZA=+—H
RMB’000
ARBTT

3,104

(c) EEEEAEH M

TEERABRETEERHE
ERAMRE BRI AKE
BN EE T 2B A
T BEARAES-

Six months ended 30 June
BEAA=1+RHILEXEAR

TE -#HoRHEMBEF
FE R FORNET IR

Wages, salaries and other benefits
Contributions to defined
contribution retirement scheme

Share-based payments VAR AR 73 B BE B 1 30

The above remuneration to key management personnel
is included in “staff costs” (Note 5(b)).

2020 2019
—E=%% —E-ng
RMB’000 RMB’000
ARET T AREF T
3,468 3,263

45 72

98 208

3,611 3,543

THMETEEBRASTMERE
TITA] (KI3E5(D)) °

EsRE (£8) GR DT 2020F F Hith s
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(Expressed in Renminbi unless otherwise indicated) (kBB 3EREIN AAREEFIR)

20 Impacts of COVID-19 pandemic 20 HBERFESREZFE

As of the date of this report, the COVID-19 outbreak since
early 2020 has brought substantial impact on the global
macroeconomic conditions, which affected the global sales
of smartphones and it was also the key reason for the
lower-than-expected sales volume of the camera modules
of the Group during the Period: on one hand, as affected
by the outbreak of the COVID-19 pandemic, major global
economies have imposed long-term stringent restrictions
on social activities, resulted in a weaker than expected
sales performance for smartphones; on the other hand,
in the early stage of the outbreak, the production of the
Group was temporarily affected, in which the Group’s
manufacturing base in India has suspended production and
operation as required by the local government from April
to early May 2020. Fortunately, the production capacity of
the manufacturing base in India accounts for less than one-
tenth of the total production capacity of the Group, therefore
the impact of the suspension of production and operation
of the manufacturing base in India on the Group’s capability
of delivery is insignificant. At the same time, the raging
COVID-19 also increased the Group’s epidemic prevention
costs and affected the operating efficiency of the Group. The
management of the Group will keep continuous attention on
the development situation of the COVID-19 and its further
impact on the operation and management of the Group. We
will strictly follow the requirements of the local government
where we operate to implement epidemic prevention
regulations, orderly promote the production capacity
expansion of the Group’s various manufacturing bases and
endeavor to strike a balance between expansion of business
scale and epidemic prevention.
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