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CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK
EXCHANGE”)

GEM has been positioned as a market designed to accommodate small and mid-sized companies to which a higher
investment risk may be attached than other companies listed on the Stock Exchange. Prospective investors should be aware
of the potential risks of investing in such companies and should make the decision to invest only after due and careful
consideration.

Given that the companies listed on GEM are generally small and mid-sized companies, there is a risk that securities traded on
GEM may be more susceptible to high market volatility than securities traded on the Main Board of the Stock Exchange and
no assurance is given that there will be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no responsibility for the contents of this
report, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Prime Intelligence Solutions Group Limited (the “Company”) collectively and
individually accept full responsibility, includes particulars give in compliance with the Rules Governing the Listing of Securities on GEM of the
Stock Exchange (the “GEM Listing Rules”) for the purpose of giving information with regard to the Company. The Directors, having made
all reasonable enquiries, confirm that to the best of their knowledge and belief the information contained in this report is accurate and
complete in all material respects and not misleading or deceptive, and there are no other matters the omission of which would make any
statement herein or this report misleading.
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Unaudited Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

ARERHAGEREERAMEEKER

The Board of Directors (the “Board”) of Prime Intelligence Solutions Group
Limited (the “Company”) is pleased to present the unaudited condensed
consolidated results of the Company and its subsidiaries (collectively referred
to as the “Group”) for the six months ended 30 September 2019 together
with the unaudited and audited comparative figures for the corresponding
periods in 2018 as follows:

BB EERRAR (LA NEFE((ESEE))
RAREATAARIREMBAR(FABAEB])EHE
201949 AB0H L AEARREEZ L RS XL - ER
2018 FA MR B R RS EZ L BH T -

Three months ended

Six months ended

30 September 30 September
HZ9A30HIL=@A BZE9H30RIEAEA
2019 2018 2019 2018
20194 2018%F 2019 20184
Notes HK$’000 HK$’000 HK$’000 HK$’000
HiaF FHET FHT FTHET FHT
(unaudited) (unaudited) ~ (unaudited) (unaudited)
(REBEX) (REEEZ) (REBEX) (REEEZ)
Revenue s 4 11,233 14,019 25,429 25,457
Cost of sales HEM A (6,989) (7,625) (13,764) (12,685)
Gross profit ER 4,244 6,394 11,665 12,772
Other income H A 5 250 243 463 304
Selling and distribution costs $HE K SHRAR (1,190) (1,380) (2,375) (2,750)
Administrative expenses THAX (6,843) (5,421) (12,205) (10,057)
Profit/(Loss) from operation HEEE ZBF,(EE) (3,539) (164) (2,452) 269
Finance costs BTSN (56) 4) (119) (20)
Profit/(Loss) before tax BREBATCER(BR) (3,595) (168) (2,571) 249
Income tax expense Frisfifx 6 (84) (41) (470) (299)
Loss for the period HNEE 7 (3,679) (209) (3,041) (50)
Other comprehensive income  Hi iy E {th 2 & Y 25 -
for the period net of tax: HIBRHLIE ¢
Item that may be reclassified to  FJfEEH 7 EE1Em o
profit or loss: EH -
Exchange differences on REGINETER 2
translating foreign operations EH E%E 9 - (25) (287)
Total comprehensive income A2 FEH AEEHR
for the period attributable to 2 E W5 E %
the owners of the Company (3,670) (209) (3,066) (837)
Loss per share (cents) FREEE (1)
— Basic N 9 (0.46) (0.03) (0.38) (0.01)
— Diluted — B 9 (0.46) (0.03) (0.38) (0.01)
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Unaudited Condensed Consolidated Statement of Financial Position

ARBEZERES P BRI R

30 September 31 March
2019 2019
20199 A30H 20193 HA31H
Notes HK$’000 HK$’000
HizE FHT FiT
(unaudited) (audited)
(REER) (fe®|1%)
Non-current assets FRBEE
Property, plant and equipment Y - E RERE 1,418 1,816
Intangible assets mEE 95 119
Right of use assets EREEE 4,210 -
5,723 1,935
Current assets RBEE
Inventories 7E 22,113 21,393
Trade receivables B S EWGIE 10 7,251 9,691
Other receivables, prepayments Huv el zi18 « JE A
and deposits KiEE 2,640 2,706
Tax recoverable AUy Bl FRIE 2,948 2,531
Cash and bank balances Re RIRTTEES 68,091 70,334
103,043 106,655
Current liabilities RBEE
Trade payables B S RN RIE 11 832 2,922
Other payables, deposits received EbEMRIE BEBIES R
and accrued expenses EstE R 4,795 5,538
Contract liabilities aHaE 6,605 5,066
Lease liabilities HEAaE 4,341 -
Current tax liabilities PRI A & & 470 67
17,043 13,593
Net current assets REBEEFE 86,000 93,062
Total assets less current liabilities BEERABERE 91,723 94,997
Non-current liabilities FEREBEE
Contract liabilities BHEE - 102
NET ASSETS BEFE 91,723 94,895
Capital and reserves EARR&HE
Share capital A% A 12 8,000 8,000
Reserves e 83,723 86,895
TOTAL EQUITY R 91,723 94,895
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Unaudited Condensed ansolidated Statement of Changes in Equity
AEERERGRESRRBEX

Foreign
currency
Share Share Merger Legal translation  Retained Total Total
capital  premium reserve reserve reserve profits reserve equity
HERE
BRA R EE ARG EERE 1] REEF ke R

HK$'000  HK$'000  HK$000  HK$000  HK$000  HK$O00  HK$000  HKSE'000
TAT TAT TAT TAT TAT TAT TAT TR

Balance at 1 April 2018 R2018F4 5188

(audited) B8 (RER) 8,000 51,682 17,079 12 2 22,040 90,815 98,815
Total comprehensive income B2 E U 5858

for the period (unaudited) (REER) - - - - (287) (50) (337) (337
Balance at 20189 A 30 A/

30 September 2018 BRI (REER)

(unaudited) 8,000 51,682 17,079 12 (285) 21,990 90,478 98,478

Balance at 1 April 2019 R201954 8181

(audited) B (RER) 8,000 51,682 17,079 12 (271) 18,393 86,895 94,895
Impact on initial application of ~ &R FERE BB iR

HKFRS16 (unaudited) ERF16HFNTE

(REER) - - - - - (106) (106) (106)

Balance at 1 April 2019, R2019%54 A1 BMHE

as restated (unaudited) LES| (REER) 8,000 51,682 17,079 12 (27) 18,287 86,789 94,789
Total comprehensive income B2 E M 251858

for the period (unaudited) (REEER) - - - - (25) (3,041) (3,066) (3,066)
Balance at 20199830 A/

30 September 2019 BE (REER)

(unaudited) 8,000 51,682 17,079 12 (296) 15,246 83,723 91,723
* Represents amount less than HK$1,000 * e 2R 1,000 7T
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Condensed Consolidated Statements of Cash Flows
EBHRGEREERER

Six months ended 30 September

BZE9HA30RHLAEA
2019 2018
2019 F 20184
HK$’000 HK$'000
FET FHET
(unaudited) (unaudited)
(REER) (RIEER)
Net cash (used in)/from operating activities KEER (TR, FIBREFE (2,498) 791
Purchases of property, plant and equipment BEYE  BE&RE (28) (1,288)
Other investing cash flows (net) Hiti &R E&nE CF5) 378 24
Net cash from/(used in) investing activities BEESE(FTA) & FE 350 (1,264)
Net cash from financing activities BB EEFBHE R = 1,250
Net (decrease)/increase in cash and cash equivalent  B& RIRSEEY ORL), 1L INFEE (2,148) T
Effect of foreign exchange rate changes EREHHTE (95) 37
Cash and cash equivalents at beginning of the period ~ Hi¥138 4 M IR & ZEY) 70,334 76,836
Cash and cash equivalents at end of the period HRIES RIREEEY 68,091 77,576
Analysis of cash and cash equivalents consist of ReRBEBWHSN - BEFRIT
Bank and cash balances RIR& &8 68,091 77,576
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Notes to the Condensed Consolidated Financial Statements

B AR S B S R MR

GENERAL INFORMATION

The Company was incorporated in the Cayman lIslands as an exempt
company with limited liability under the Companies Law (as revised) of
the Cayman Islands on 16 October 2015. The address of its registered
office is P.O. Box 1350, Clifton House, 75 Fort Street, Grand Cayman,
KY1-1108, Cayman Islands. Subsequent to the end of reporting period,
the address of its principal place of business is located at Unit A, 6/F
TLP132, Nos. 132-134 Tai Lin Pai Road, Kwai Chung, New Territories,
Hong Kong. The Company’s shares are listed on GEM of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) since 14
February 2018 (the “Listing”).

The Company is an investment holding company. The principal activities
of its subsidiaries are sales of biometrics identification devices and other
devices and accessories and provision of auxiliary and other services.

BASIS OF PRESENTATION AND PREPARATION OF
FINANCIAL STATEMENTS

The unaudited condensed consolidated financial statements of the
Group for the three and six months ended 30 September 2019 are
unaudited but have been reviewed by the audit committee of the
Company (the “Audit Committee”). The unaudited condensed
consolidated financial statements were approved for issue by the
Directors on 7 November 2019. The unaudited condensed consolidated
financial statements have been prepared in accordance with Hong
Kong Accounting Standard 34 “Interim Financial Information” issued by
Hong Kong Institute of Certified Public Accountants (the “HKICPA”)
and the applicable disclosure provisions of the Rules Governing the
Listing of Securities on GEM of the Stock Exchange.

The unaudited condensed consolidated results have been prepared
under the historical cost convention. The unaudited condensed
consolidated results of the Group for the three and six months ended
30 September 2019 do not include all the information and disclosures
required in the annual financial statements of the Group and should be
read in conjunction with the consolidated financial statements of the
Group for the year ended 31 March 2019 (the “2019 Consolidated
Financial Statements”). Except as described in paragraph headed
“Change in accounting policies and disclosures” below, the accounting
policies and methods of computation used in the preparation of the
unaudited condensed consolidated results are consistent with those
used in the 2019 Consolidated Financial Statements.

The unaudited condensed consolidated financial statements of the
Group are presented in Hong Kong dollars, which is the functional
currency of the Company.

In the current period, the Group has adopted all the new and revised
Hong Kong Financial Reporting Standards (‘HKFRSs”) issued by the
HKICPA that are relevant to its operation and effective for its accounting
period beginning on 1 April 2019. HKFRSs comprise Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards
(“HKAS”) and Interpretations.

ZEEMEEBERAR/ FHHRE 2019

—REHR
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Notes to the Condensed Consolidated Financial Statements

B AR S B S R ML

2. BASIS OF PRESENTATION AND PREPARATION OF
FINANCIAL STATEMENTS (continued)
Changes in accounting policy and disclosures
The following new and amended standards and interpretations are

mandatory for the first time for financial year beginning 1 April 2019:

Amendments to HKFRS 9

HKFRS 16

Amendments to HKAS 19

Amendments to HKAS 28

HK(IRIC)-Int 23

Annual Improvements
2015-2017 Cycle

Prepayment Features with
Negative Compensation
Leases

Plan Amendment, Curtailment
or Settlement

Long-term Interests in Associates
and Joint Ventures

Uncertainty over Income
Tax Treatments

Amendments to HKFRS , HKFRS 11,
HKAS 12 and HKAS 23

Except as described below for HKFRS 16, the adoption of above new
and revised standards has had no significant financial effect on the
unaudited condensed consolidated interim financial information.

2. UBBROEBREEE(H)

ETBERRBRENEE
THIRTR] RAHERT AR K 2 B 2019F 4 A1 AR
R BT B RS IRA

EAVEIRELER B BEERHEZIRINERSES

FEIFMEFT

EAVBIRELR  HE

F 165

EAGETAER FTENEET « #Bm s

FE195HIEFT

AR BENRIREEDEY

285K HIERET REiES

&% (ARG BHRE  FERERZ THRTHE

#REZEY)

—REE 235

20155 & 2017 4F BB BRELER - HEPHE

BEIRFE ki WEEREI1E - BB
S ERE12RREE
BRI 23 5RAERT

B TSPl ) BB B 7 S HE RSB 165751 B b

AFTET RS RTH RS RSB R A P BN 5
BRI BEAVHEE -
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Notes to the Condensed Consolidated Financial Statements

B AR S B S R MR

BASIS OF PRESENTATION AND PREPARATION OF
FINANCIAL STATEMENTS (continued)

Changes in accounting policy and disclosures (continued)
HKFRS 16

HKFRS 16 supersedes HKAS 17 Leases, HK(IFRIC)-Int 4 Determining
whether an Arrangement contains a Lease, HK(SIC)-Int 15 Operating
Leases-Incentives and HK(SIC)-Int 27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. The standard sets
out the principles for the recognition, measurement, presentation and
disclosure of leases and requires lessees to account for most leases
under a single lessee accounting model.

Lessor accounting under HKFRS 16 is substantially unchanged from
HKAS 17. Lessors will continue to classify leases as either operating or
finance leases using similar principles as in HKAS 17. Therefore, HKFRS
16 did not have an impact for leases where the Group is the lessor.

The Group adopted HKFRS 16 using the modified retrospective method
of adoption with the date of initial application of 1 April 2019. Under this
method, the standard is applied retrospectively with the cumulative
effect of initially applying the standard recognised at the date of initial
application. The Group elected to use the transition practical expedient
allowing the standard to be applied only to contracts that were
previously identified as leases applying HKAS 17 and HK(IFRIC)-Int 4 at
the date of initial application. The Group also elected to use the
recognition exemptions for lease contracts that, at the commencement
date, have a lease term of 12 months or less and do not contain a
purchase option (“short-term leases”), and lease contracts for which
the underlying asset is of low value (“leases of low-value assets”).

ZEEMEEBERAR/ FHHRE 2019

2.
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BASIS OF PRESENTATION AND PREPARATION OF 2.

FINANCIAL STATEMENTS (continued)

Changes in accounting policy and disclosures (continued)

HKFRS 16 (continued)

The transition effects arising from the adoption of HKFRS 16 are

presented below.

The following tables analyse the impact, net of tax, of transition to
HKFRS 16 on the statement of financial position of the Group.

S BEREBEENEE (H)
BB BHERERE 1655 (H)

B

MBARKNFLE (HIRHIR) °

Notes to the Condensed Consolidated Financial Statements

B AR S B S R ML

MBERRVEBRAEREE (FH)

KRBV BREEAFIFELNBEZENT

=

TROMBEEEEWHREERE16FE A EE

At 1 April 2019
R2019F 4 A1 H

HK$'000
FHT
Right-of-use assets ERAEEE
Closing balance under HKAS 17 at 31 March 2019 MR20194F3 A31 BEF B S LR F 175
I8 T K HR AR i 54 _
— Recognition of right-of-use assets under HKFRS 16~ — & B SIRE LRI E 165518 NERE B EE 3,510
Opening balance under HKFRS 16 at 1 April 2019 M2019F 4 A1 BIEB BV RS 2R E 1695
BT E BRI 3,510
Other receivables, prepayments and deposits HitEW A E - ARARERRS
Closing balance under HKAS 17 at 31 March 2019 201963 A31 HIE A BT ERE 175
I8 T K HR AR A B 2,706
— Recognition of interest losses under HKFRS 16 — EEBYHEREELFE 16578 NMERF B EE (56)
Opening balance under HKFRS 16 at 1 April 2019 R2019F 4 A1 BERBU B EHERE 1655
BT H B R 2,650
Lease liabilities HEEE
Closing balance under HKAS 17 at 31 March 2019 20196 3 A31 HIEE BT ERE 175
T8 T HEAR _
— Recognition of lease liabilities under HKFRS 16 — EEBYHERELELE 165 N EREEAE 3,560
Opening balance under HKFRS 16 at 1 April 2019 R2019F 4 A1 BER B HIREHERE 1655
T TR HR) 4 84 3,560
Retained profits REBER
Closing balance under HKAS 17 at 31 March 2019 20196 3 A31 HIEE B R ERE 175
IH T H B 18,393
— Recognition of right-of-use assets under HKFRS 16 — A& B S HME K RIE 165818 NERERELE 3,510
— Recognition of interest losses under HKFRS 16 — EEBYEREELFE 16578 N ERF B EE (56)
— Recognition of lease liabilities under HKFRS 16 — EERBY R ELENFE16RE N ERHBEARZ (3,560)
Opening balance under HKFRS 16 at 1 April 2019 R2019F 4 A1 BEBBUBIRELERE 165
TH TR HR) 4 84 18,287
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Notes to the Condensed Consolidated Financial Statements

B AR S B S R MR

2. BASIS OF PRESENTATION AND PREPARATION OF 2.

FINANCIAL STATEMENTS (continued)

Changes in accounting policy and disclosures (continued)

HKFRS 16 (continued)

S BEREBEENEE (H)

BB EERE 165 ()

MBERRVEBRAEREE (FH)

Statement of Financial Position At 31 March 2019  Remeasurement At 1 April 2019
R 20194 R 20194
B SR R 3H31H BT E 4H1H
HK$’'000 HK$’000 HK$’000
FHT T FHT

ASSETS BE
Property, plant and equipment ME - R NEE 1,816 — 1,816
Intangible assets EILEE 119 — 119
Right of use assets FREEE — 3,510 3,510
Inventories FE 21,393 — 21,393
Trade receivables E 5 EWIE 9,691 — 9,691

Other receivables, prepayments and HAh RIS - S ERE &

deposits " 2,706 (56) 2,650
Tax recoverable A] Yk (8] F 78 2,531 — 2,531
Cash and bank balances R4 RIRITES 70,334 — 70,334
TOTAL ASSETS HWEE 108,590 3,454 112,044

LIABILITIES afE
Trade payables B 5N RIE 2,922 — 2,922

Other payables, deposits received and ~ EAhfERTFUE « BUiE S K

accrued expenses EsrER 5,538 - 5,538
Contract liabilities AHAaE 5,168 — 5,168
Lease liabilities HEaE — 3,560 3,560
Current tax liabilities BNERR B B & 67 - 67
TOTAL LIABILITIES wWeE 13,695 3,560 17,255

EQUITY R
Share capital &N 8,000 — 8,000
Reserves [EE 86,895 (106) 86,789
TOTAL EQUITY R 94,895 (1086) 94,789
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Notes to the Condensed Consolidated Financial Statements

B AR S B S R ML
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BASIS OF PRESENTATION AND PREPARATION OF
FINANCIAL STATEMENTS (continued)

Changes in accounting policy and disclosures (continued)
HKFRS 16 (continued)

Nature of the effect of adoption of HKFRS 16

The Group has lease contracts for various items of land and buildings.
Before the adoption of HKFRS 16, the Group classified each of its
leases (as lessee) at the inception date as either a finance lease or an
operating lease. A lease was classified as a finance lease if it transferred
substantially all of the risks and rewards incidental to ownership of the
leased asset to the Group; otherwise it was classified as an operating
lease. Finance leases were capitalised at the commencement of the
lease at the inception date fair value of the leased property or, if lower,
at the present value of the minimum lease payments. Lease payments
were apportioned between interest (recognised as finance costs) and
reduction of the lease liability. In an operating lease, the leased property
was not capitalised and the lease payments were recognised as rent
expense in profit or loss on a straight-line basis over the lease term. Any
prepaid rent and accrued rent were recognised under other assets and
other liabilities, respectively.

Upon adoption of HKFRS 16, the Group applied a single recognition
and measurement approach for all leases, except for short-term leases
and leases of low-value assets. The standard provides specific
transition requirements and practical expedients, which have been
applied by the Group.

Leases previously classified as finance leases

The Group did not change the initial carrying amounts of recognised
assets and liabilities at the date of initial application for leases previously
classified as finance leases (i.e. the right-of-use assets and lease
liabilities equal to the lease assets and liabilities recognised under HKAS
17). The requirements of HKFRS 16 were applied to these leases from
1 April 2019.

Leases previously classified as operating leases

The Group recognised right-of-use assets and lease liabilities for those
leases previously classified as operating leases, except for short-term
leases and leases of low-value assets. The right-of-use assets for most
leases were recognised based on the carrying amount as if the
standard had always been applied, apart from the use of incremental
borrowing rate at the date of initial application. In some leases, the
right-of-use assets were recognised based on the amount equals to the
lease liabilities, adjusted for any related prepaid and accrued lease
payments previously recognised. Lease liabilities were recognised
based on the present value of the remaining lease payments,
discounted using the incremental borrowing rate at the date of initial
application.

MBERRVEBRAEREE (FH)

S BEREBEENEE (H)

BB EERE 165 ()

RAB BN REERFE 16 T EILE
AEBBEA TR LI MEFTHOHEESH - REMKEBE
M mEERNE165EAT - AEBERFHSLARAKEE
HREWERABRA) DEABEMERKLEHE -
78 E T & & E AT A MR KB D B R m R
BREAEE ANERREEE  RZADERK
EHE - REHENHEMKRZEEMENFHLG R
HAFERSEEENHRENREERE)ER
£ HEMFRHE(ERABMERAS) BEERE
IR D8 - REERET - MEMETETUE
e - MAENRNARRNRERER B P HERS
HEeX - EAENES REFES D IR A
BEKEMAE -

RERME BV REELF 169818 - AEBE Y AR
FHERME -WRNMEL  HEEREERKER
EEMERN - ZEAFTAREBEE L EREE
WA BEAREERA -

BENERBMERENEE
RBESBEAREEENHE(AASERETESRT
FRFI7THRBTHERANEEEERABNEMREE
EFEERE)NE  RAXEREY  AEELE
UECHEREENBENVREERE - BEMBERS
HEAFE16HMBEE2019F4 A 1BRERNEZS
HE -

BENBERKEHRENEE
AEERBEDERKLEHENLSHEEREARE
BENEEAE ERHEENMEEBEEEHER
Sh o RESDIBEREREE ERIBREERER - JE
ZEME—EHERM  ERERERABEREEE
FHRIEBIRRSN - BB THEMS - EREEEREM
ENEERENSRRBECERMNEMEMEENK
FEEHHENRAER TIARR - HEaERNHEE
MFREIRME - EER ERER B RS E BRRF R,
IR T IAMERR ©
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Notes to the Condensed Consolidated Financial Statements

B AR S B S R MR

BASIS OF PRESENTATION AND PREPARATION OF
FINANCIAL STATEMENTS (continued)

Changes in accounting policy and disclosures (continued)
HKFRS 16 (continued)

Nature of the effect of adoption of HKFRS 16 (continued)

Leases previously classified as operating leases (continued)

The Group also applied the available practical expedients wherein it:

o Used a single discount rate to a portfolio of leases with
reasonably similar characteristics.

o Relied on its assessment of whether leases are onerous
immediately before the date of initial application.

° Applied the short-term lease recognition exemption to leases
with lease term that ends within 12 months at the date of initial
application.

o Excluded the initial direct costs from the measurement of the

right-of-use assets at the date of initial application.

° Used hindsight in determining the lease term where the contract
contains options to extend or terminate the lease.

Based on the foregoing, as at 1 April 2019:

. Right-of-use assets of HK$3,510,000 were recognised and
presented separately in the statement of financial position.

° Other receivables, prepayments and deposits were decreased
for HK$56,000 because of the discounting effect.

° Additional lease liabilities of HK$3,560,000 were recognised.

° The net effect of these adjustments had been adjusted to
retained earnings in the amount of HK$106,000.

ZEEMEEBERAR/ FHHRE 2019
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. RERER BB EEREEERHERERE
B

. WaHBESTRIUR LTHERREEZRE  AIRE
‘EERA -

wn ERTat - 2019F4 A1 8 ¢
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106,000/ 7T °

13



Notes to the Condensed Consolidated Financial Statements

B AR S B S R ML

14

BASIS OF PRESENTATION AND PREPARATION OF
FINANCIAL STATEMENTS (continued)

Changes in accounting policy and disclosures (continued)
HKFRS 16 (continued)

Nature of the effect of adoption of HKFRS 16 (continued)

Leases previously classified as operating leases (continued)

The lease liabilities as at 1 April 2019 can be reconciled to the operating
lease commitments as of 31 March 2019 as follows:

MBERRVEBRAEREE (FH)

STBERRIBENEE (&)
EBUBHREERE165 (HF)

RN BB TR ERIE 16 1 E ()
BESEALCERENHEE (B)
R2019F4A1EWHEEEHEN2019F3H31H
BESTEEAEERMT

HK$’000
FHExT
Operating lease commitments as at 31 March 2019 MR20194 3 A 31 AWM &5 4,531
Weighted average incremental borrowing rate as at 201945 4 A1 B &yt g SER0R =
1 April 2019 5.0%
Discounted opening lease commitments as at 1 April 2019 7201944 A1 B 8L IR B W) T &2 4,395
Less: =
Discounted value for short-term lease/leases of low-value ~ RERGHHRE (EEELEEREY
assets not recognised BERIREE (835)
Lease liabilities as at 1 April 2019 A2019F4 A1AMAEERE 3,560

Summary of new accounting policies

Set out below are the new accounting policies of the Group upon
adoption of HKFRS 16, which have been applied from the date of initial
application:

Right-of-use assets

The Group recognises right-of-use assets at the commencement date
of the lease (i.e. the date which the underlying asset is available for use).
Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any
remeasurement of lease liabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognised, initial direct costs
incurred, and lease payments made at or before the commencement
date less any lease incentives received. Unless the Group is reasonably
certain to obtain ownership of the leased asset at the end of the lease
term, the recognised right-of-use assets are depreciated on a straight-
line basis over the shorter of its estimated useful life and the lease term.
Right-of-use assets are subject to impairment.

e E
TYXHINAEHEREEM B REENE 165K EH
MaitBE  ZEHMSTRREERERBHRER
A

EREEE
AEERNEERNG A (NEBEENHERAH)
REBREE - ERAREEAKASE - MBREM
ZETE O REBERREFNEERGEERFEED
HE - ERAREERARECHRHEERESE &
ERERERERARNFES B2 OEERN
R ERNDRAEEE - FRIFARESIEEERED
RESHEEENEERE TRICHREREEER
AEHERFRRERAREERE) RERENE -
EREEER T IARE
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Notes to the Condensed Consolidated Financial Statements

B AR S B S R MR

BASIS OF PRESENTATION AND PREPARATION OF
FINANCIAL STATEMENTS (continued)

Changes in accounting policy and disclosures (continued)
HKFRS 16 (continued)

Summary of new accounting policies (continued)

Lease liabilities

At the commencement date of the lease, the Group recognises lease
liabilities measured at the present value of lease payments to be made
over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on an index or a rate,
and amounts expected to be paid under residual value guarantees. The
lease payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and payments of
penalties for terminating a lease, if the lease term reflects the Group
exercising the option to terminate. Variable lease payments that do not
depend on an index or a rate are recognised as expense in the period
during which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses the
incremental borrowing rate at the lease commencement date if the
interest rate implicit in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is increased to
reflect the accretion of interest and reduced for the lease payments
made. In addition, the carrying amount of lease liabilities is remeasured
if there is a modification (i.e. a change in the lease term, a change in the
in-substance fixed lease payments or a change in the assessment to
purchase the underlying asset).

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its
short-term leases of machinery and equipment (i.e. those leases that
have a lease term of 12 months or less from the commencement date
and do not contain a purchase option). It also applies the lease of low-
value assets recognition exemption to leases of office equipment that
are considered as low value. Lease payments on shortterm leases and
leases of low-value assets are recognised as expense on a straight-line
basis over the lease term.

Significant judgement in determining the lease term of contracts with
renewal options

The Group determines the lease term as the non-cancellable term of
the lease, together with any periods covered by an option to extend the
lease if it is reasonably certain to be exercised, or any periods covered
by an option to terminate the lease if it is reasonably certain not to be
exercised.

ZEEMEEBERAR/ FHHRE 2019

2.
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BASIS OF PRESENTATION AND PREPARATION OF
FINANCIAL STATEMENTS (continued)

Changes in accounting policy and disclosures (continued)
HKFRS 16 (continued)

Summary of new accounting policies (continued)

Significant judgement in determining the lease term of contracts with
renewal options (continued)

The Group has the option, under some of its leases, to lease the assets
for additional terms of two to three years. The Group applies judgement
in evaluating whether it is reasonably certain to exercise the option to
renew. That is, it considers all relevant factors that create an economic
incentive for it to exercise the renewal option. After the commencement
date, the Group reassesses the lease term if there is a significant event
or change in circumstances that is beyond its control and affects its
ability to exercise (or not to exercise) the option to renew (e.g. a change
in business strategy).

Amounts recognised in the statement of financial position and profit or
loss

Set out below are the carrying amounts of the Group’s right-of-use
assets and lease liabilities and the movements during the period:

2.

MBERRVEBRAEREE (FH)

S BEREBEENEE (H)

BB EERE 165 ()

B BEME (B)
EEAERRERSONERMEAEAHE (%)

RELHHEEMmMS - AEEALEIZUEINHE=FH
HMHEEE -ANEEEAHE  FTHEREEERE
ITHEEERE  IAEEZEASECHERNITEESE
BRIERN2SHEBAR - RFEKBEBE - AEEEN
FHEFE AT RTAERAEIEN M EHTE (R
T EFEEEENERNEHNBREE (NEHK
RESDRE) o

BRI MR R s KB TRE

AEEEREEERAESAENREERBNEDH
FIETE

Buildings
BF

Right of use assets Lease liabilities

EREEE HEARE

HK$’'000 HK$'000

FET FHET

As at 1 April 2019 A2019F4H1H 3,510 3,560
Additions NE 1,725 1,711
Depreciation expense WERX (1,009) -
Interest expense FEFX - 103
Payments (BN - (1,021)
Exchange realignment M 5 R B (16) (12)
As at 30 September 2019 201969 H30H 4,210 4,341
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Notes to the Condensed Consolidated Financial Statements

B AR S B S R MR

3. SEGMENT INFORMATION 3. oEHEH
The Group has two reportable segments as follows: AEEOMRET 2w AT
—  Sales of biometrics identification devices, security products and - HELEYFHEBINEE REYEMEREME
other accessories. o
—  Provision of auxiliary and other services includes (i) maintenance, - REEERAMERT - B5E()EE  TRKXE
installation and solution services; and (i) software licensing. R RIRTS ¢ R (i) FAFRT AT ©
The Group’s reportable segments are strategic business units that offer REE R AT 2D 2T AR R E m@ MRS R 5 BS
different products and services. They are managed separately because MEBER - BRSEBER TR R EHER -
each business requires different technology and marketing strategies. WEERDHHERIEIE -
4. REVENUE 4,
Revenue represents the invoiced values of goods sold and services WaiEmEEmRIRHIRBNBERE - ARREHRN
rendered, after allowances for returns and discounts during the AR E RITNERNEEE -
reporting periods.
Three months ended Six months ended
30 September 30 September
HZ9HA30HIL=@A BHZE9H30RIEAEA
2019 2018 2019 2018
20194 20184 2019 20184
HK$’000 HK$’000 HK$’000 HK$'000
FTHAT FHTT THERT FHT
(unaudited) (unaudited) =~ (unaudited) (unaudited)
(REBEX) (REEEZ) (REBEX) (REEEZ)
Sales of biometrics identification HEEEFEGERIERE
devices, security products 1RZ7 o N B A B
and other accessories 7,785 9,836 17,708 17,181
Provision of auxiliary RERE R H AR
and other services 3,448 4,183 7,721 8,276
11,233 14,019 25,429 25,457
2 Pl B AR AR / A 2019 17
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B AR S B S R ML

4. REVENUE (continued)

4. Wi ()

Three months ended Six months ended

30 September 30 September
BZ9A30HIL=M@A BHZE9H30RIEAEA
2019 2018 2019 2018
20194 20184 2019 20184
HK$’000 HK$’'000 HK$’000 HK$'000
FET FET FTET FAET
(unaudited) (unaudited) =~ (unaudited) (unaudited)
(REEEZ) (REEEZ) (REBEFZX) (REEEZ)
Products and services transferred 7% — 5 ] ZhEE R B0 &
at a point of time & AR 7% 8,680 10,153 19,683 18,386
Services transferred over time e B T S 2 B AR 7S 2,553 3,866 5,746 7,071
11,233 14,019 25,429 25,457
5. OTHER INCOME 5. Hipr A
Three months ended Six months ended
30 September 30 September
BZ9A30HIL=M@A BHZE9H30RIEAEA
2019 2018 2019 2018
20194 20184 2019 20184
HK$’000 HK$’'000 HK$’000 HK$'000
FET FET FTET FAET
(unaudited) (unaudited) = (unaudited) (unaudited)
(REEZ) (REEEZ) (REBEFX) (REEEZ)
Interest income F B YA 194 250 378 280
Gain/(loss) on disposals of property, HEW% - FiE L& E
plant and equipment Wzs, (E518) - ®) = 20
Others Hfth 56 1 85 4
250 243 463 304

18
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B AR S B S R MR

6.

INCOME TAX EXPENSES 6. FBHEX
Three months ended Six months ended
30 September 30 September
HZ9A30HIL=@A BHZE9H30RIEAEA
2019 2018 2019 2018
2019 F 20184F 2019 F 20184
HK$’000 HK$’000 HK$’000 HK$'000
THET FHAT FET FHT
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REEFEZ) (REFER) (REEEZ)
Provision for the period: HR B -
Hong Kong Profits Tax FEFEH 84 41 470 299
84 41 470 299

Hong Kong Profits Tax is provided at 16.5% (three and six months
ended 30 September 2018: 16.5%) based on the estimated assessable
profits arising in or derived from Hong Kong.

On 21 March 2018, the Hong Kong Legislative Council passed The
Inland Revenue (Amendment) (No. 7) Bill 2017 (the “Bill”) which
introduces the two-tiered profits tax rates regime. The Bill was signed
into law on 28 March 2018 and was gazetted on the following day.
Under the two-tiered profits tax rates regime, the first HK$2 million of
profits of the qualifying group entity will be taxed at 8.25%, and profits
above HK$2 million will be taxed at 16.5%. The profits of group entities
not qualifying for the two-tiered profits tax rates regime will continue to
be taxed at a flat rate of 16.5%.

For the Group’s subsidiary established and operated in the PRC is
subject to PRC Enterprise Income Tax at the rate of 25.0% (three and
six months ended 30 September 2018: 25.0%). No PRC Enterprise
Income Tax has been provided for the three and six months ended 30
September 2019 (three and six months ended 30 September 2018: Nil)
as the Group’s PRC subsidiary either did not generate any assessable
profits or has sufficient tax losses brought forward to offset against its
assessable profits generated during the reporting periods.

For the Group’s subsidiary established and operated in Macau is
subject to Macao Complementary Tax, under which taxable income of
up to MOP600,000 (2018: MOP600,000) is exempted from taxation
with taxable income beyond this amount to be taxed at the rate of 12%
(2018: 12%). No provision for Macao Complementary Tax has been
made for the three and six months ended 30 September 2019 and
2018 as the Group’s subsidiary operated in Macau did not generate
any assessable profit for the three and six months ended 30 September
2019 and 2018.

ZEEMEEBERAR/ FHHRE 2019

EAFEHERREBEEN G ERRS AR R
16.5% (& £20184F9A30B It =@ A & /<@ A :
16.5% ) T HEffE -
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Wl o EPIERBR20184 3 A28 HEERK AL -
WHREBEEFRTE - BEFMESHRES - AEKSE
BTS2 B 8B F A5 1% 8.25% MRl R BN
5 - EBIB 2 B & T A 5 S 12 16.5% B9t R S 4
FRIE o NRAFEHMAHIEBRNEE T BT
HEARIZ 16.5% M — B RGN TIIE -
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EETIEEIER R RS E ERBURF) -

RS B HORPIRK L R AL BB B A R EARPI TS
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7. LOSS FOR THE PERIOD 7. HIREE
Three months ended Six months ended
30 September 30 September
HBZ9H30RIL=EA HZ9H30R1LA~EA
2019 2018 2019 2018
2019 F 20184 2019 F 20184
HK$’000 HK$’000 HK$’000 HK$'000
FET FET FET FAT
(unaudited) (unaudited) (unaudited) (unaudited)

(REEZ) (REEEZ) (REEZ) (REEEZ)

Depreciation e
— Owned assets —BEEE 205 335 447 505
— Right of use assets — (FREEE 576 - 1,009 -
Staff costs (including Directors’ EIRA(PREESHE)
emoluments)
— Salaries, bonus and allowances ~ — & - JE4L ~ RBE R
and other benefits in kind HibEWFZE 6,994 3,644 11,544 7,134
— Commission — A& 141 158 269 385
— Retirement benefits — RIRENFEMHR R
scheme contributions 345 250 649 494
7,480 4,052 12,462 8,013
Cost of inventories sold EEFEKA 4,151 5,693 9,041 9,507
Foreign exchange losses, net [E 5 B 18 %58 43 114 120 142
Gain/(loss) on disposals of property, H&EE - BE RBRE
plant and equipment Wezs, (E518) - 8) = 20
Auditor’s remuneration ISR BN & 158 145 287 274
8. DIVIDEND 8. KE
The Board does not recommend the payment of dividend for the six EFETEEREZE2019F9 A30 A /@8 AR
months ended 30 September 2019 (2018: Nil). f& B (20184 : &) -
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B AR S B S R MR

9. LOSS PER SHARE
(@) Basic loss per share

The calculation of the basic loss per share is based on the

following:

9. BRER

(@ BREFXERE

Three months ended

BREAEEDENATEEGE

Six months ended

30 September 30 September
BZ9A30HIL=M@A BHZE9H30RIEAEA
2019 2018 2019 2018
20194 20184 2019 20184
HK$’000 HK$’'000 HK$’000 HK$'000
FET FET FTET FAET
(unaudited) (unaudited) ~ (unaudited) (unaudited)
(REEEZ) (REEEZ) (REBEFZX) (REEEZ)
Loss for the purpose of AU E SREREIE
calculating basic loss K& 18
per share (3,679) (209) (3,041) (50)
Number of shares RHBEE
Weighted average number of AT E &AL E AN E 18
ordinary shares for the RO 38 A% N S H 2
purpose of calculating basic
loss per share 800,000,000 800,000,000 = 800,000,000 800,000,000

(o) Diluted loss per share

No diluted loss per share to be presented as the Company did
not have any dilutive potential ordinary shares outstanding during
the three and six months ended 30 September 2019 and 2018.

10. TRADE RECEIVABLES

b) BREFEHRE

A LI SRIEREE - HEARFRE
ZE 20194 2201849 A 80 H L =18 A K /<@

30 A (R] TR AE S ) T A R 5 A

10. EZEWFIE

As at As at

30 September 31 March

2019 2019

R 2019 F R2019F

9H30H 3H31H

HK$’000 HK$'000

FHET FAxT

(unaudited) (audited)

(REBEZ) (fE&%)

From third parties KBEE=H 7,427 9,869
Less: allowance for doubtful debts B REREE (178) (178)

7,249 9,691

From related parties PY=NEa) 2 -

7,251 9,691
21
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10. TRADE RECEIVABLES (continued)

Analysis of trade receivables due from related parties:

10. EZEWFEIE(E&)
FE UL BAE T ) B BRI IB AT -

As at As at

30 September 31 March
2019 2019

#2019 F 20194
9H30H 3H31H
HK$’000 HK$'000
FET FAT
(unaudited) (audited)
(REBEFZX) (f&=%)
Long Yield Company Limited (3 =1 NE] 2 -
2 —

Long Yield, a company incorporated in Hong Kong, in which Mr. Yuen
Wing Hong, father of Mr. Yuen Kwok Wai, Tony and Ms. Yuen Mei Ling,
Pauline (“Ms. Pauline Yuen”), and Mr. Li Tat, David, spouse of Ms.
Pauline Yuen, are directors.

The Group’s trading terms with customers are mainly on credit. The
credit period granted to the customers generally range from 30 to 90
days. The Group seeks to maintain strict control over its outstanding
receivables. Overdue balances are reviewed regularly by the directors.

An ageing analysis of the Group’s trade receivables, net of allowance

BErR—HETBEMEAIZNAR  REEELE KRR
Rt ((RERLZ L) WO EE R
ButnEBFEEERES -

AEEREFNESGERETERRE - AP RN
EEBH—MNTB0ZE0H - AEERZHEKRMEE
JEYCRIETTRARIE S - B R E R E MR -

AEEHBRRRRERER BB ENE S RUGK

for doubtful debts and based on the invoice date is as follows: TERBRE DT ¢
As at As at
30 September 31 March
2019 2019
#2019 F #2019 4F
9H30H 3H31H
HK$’000 HK$'000
FExT FAT
(unaudited) (audited)
(RBERX) (F8#%)
0 to 90 days 0ZF 90k 4,391 5,629
91 to 180 days 91 £ 180K 1,235 2,091
181 to 365 days 181 £ 365K 1,009 1,709
Over 365 days 365 KA 616 262
7,251 9,691

22
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11.

12.

13.

TRADE PAYABLES 11. EZENRIE
An ageing analysis of the Group’s trade payables, based on the invoice AEEREZ AT ENE RN KIENRR DTN
date is as follows: T
As at As at
30 September 31 March
2019 2019
#2019 F R 2019 4F
9H30H 3H31H
HK$’000 HK$'000
FET FAT
(unaudited) (audited)
(REBEFZX) (f&=%)
0 to 30 days 0% 30Kk 502 1,977
31 to 60 days 31 £ 60K 123 939
Over 60 days 60 KA E 207 6
832 2,922
SHARE CAPITAL 12, IR
Amount
Number of S
ordinary shares HK$'000
ZEREE FAT
Authorised: EE
Ordinary shares of HK$0.01 each SFREEC.01 BT L B
As at 31 March 2019 (audited), 1 April 2019 A 201943 B 31 H (&%) + 20194F
and 30 September 2019 (unaudited) 4 18 X%201949 A30 A (R&EFEZ) 5,000,000,000 50,000
Issued and fully paid: EBRTRHE:
As at 31 March 2019 (audited), 1 April 2019 2201943 A 31 H (&F) » 20194
and 30 September 2019 (unaudited) 4 A1 HX%20194 9 A 30 H (R&EFEZ) 800,000,000 8,000

SHARE OPTION SCHEMES

On 18 January 2018, written resolution of the shareholders of the
Company was passed to conditionally approve and adopt a share
option scheme (“Share Option Scheme”) to recognise and motivate
the contributions that eligible participants have made or may make to
the Group.

The Share Option Scheme adopted by the Company on 18 January
2018 will remain in force for a period of ten years from its effective date
to 17 January 2028. Particulars of the Share Option Scheme of the
Company are set out in Appendix IV to the Company’s prospectus
dated 30 January 2018.

No share option has been granted by the Company under the Share
Option Scheme since its effective date and up to the end of the
reporting period.

EZBEREBARAR/ hlHE 2019
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14. CONTINGENT LIABILITIES 14. FAREE
At 30 September 2019, the Group did not have any contingent R2019F9HA30R « AEE W MEMNKABE -
liabilities.
15. RELATED PARTY TRANSACTIONS 15. BBARS
Other than those balances of related parties disclosed elsewhere in the Wrire W ig R A EEN IR TRV S AN 5 A eRo)
consolidated financial statements, the Group had the following material AEBEREAANEERE B TIERRZS -
transactions with its related parties during the period.
(@) Transactions with related parties (@) EEEAMFIIRES
Three months ended Six months ended
30 September 30 September
HZ9HA30HIL=@A HZE9H30RILAEA
2019 2018 2019 2018
20194 2018 4F 2019 20184
Note HK$’000 HK$’000 HK$’000 HK$'000
Bt FET FET FTET FHET
(unaudited) (unaudited) =~ (unaudited) (unaudited)
(REEZ) (REEEZ) (REBEFZX) (REEEZ)
Sales of goods to related  [A] @ A F44E
companies: Em
— Long Yield — B 0) 30 41 76 57
— SoHo Business Center — SoHo Business
Limited (“SoHo”) Center Limited
([SoHo)) (i), (i) - - 1 -
30 41 77 57
Services rendered to MEAE AR H
related companies: AR
— Long Yield — E® (0] 25 25 53 48
— SoHo — SoHo (i), i) 40 30 70 50
65 55 123 98
Rental expenses paid to 25 — &R E A 7&Y
a related company: AemX
— Global Technology — HEEEEABRAA
Corporation Limited )
(“Global
Technology”) (i), (ii) 225 162 410 366
Notes: P 5T

(i) The pricing of the related party transactions are mutually agreed by

the Group and related companies.

(ii) Mr. Tony Yuen and Ms. Pauline Yuen are able to exercise

significant influence over SoHo and Global Technology.
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15. RELATED PARTY TRANSACTIONS (continued) 15. BHLEX S (&)
(b) Key management compensation (b) EEEEEHH
Key management mainly represents the Company’s Directors. FTEERBETIZERARAESF - AEEIFEE
Remuneration for key management personnel of the Group is as EENHMIT

follows:

Three months ended

Six months ended

30 September 30 September
BZ9A30HIL=M@A BHZE9H30RIEAEA
2019 2018 2019 2018
20194 20184 2019 20184
HK$’000 HK$’'000 HK$’000 HK$'000
FET FET FTET FAET
(unaudited) (unaudited) ~ (unaudited) (unaudited)
(REEEZ) (REEEZ) (REBEFZX) (REEEZ)
Salaries, bonus and allowances #7& - JE4L ~ 2BL R
and other benefits in kind HEibEYHF = 1,274 1,279 2,246 1,855
Retirement benefits RIRRE A B R
scheme contributions 17 17 33 31
1,291 1,296 2,279 1,886
% SRR BARA T / hERE 2019 25
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BUSINESS REVIEW

Overview

The Group is a provider of biometrics identification solutions in Hong Kong,
Macau and the PRC. The Group derives revenue from the following business
activities: (i) sales of products which include biometrics identification devices,
and other devices and accessories; and (i) provision of auxiliary and other
services. The Group’s biometrics identification devices have one or more of
the following functions: (i) face identification; (i) fingerprint identification; (iii)
finger vein identification; (iv) hand geometry identification; and (v) iris
identification. The revenue of the Group for the six months ended 30
September 2019 was approximately HK$25.4 million, representing a decrease
of approximately 0.1% from approximately HK$25.5 million for the six months
ended 30 September 2018. The decrease in revenue was mainly because the
decrease in provision of auxiliary and other services.

Revenue represents the invoiced values of goods sold and services rendered,
after allowances for returns and discounts during the reporting periods.

¥%ERE

BE

AEBAES  RPIRFENEDFEHEIE R REE
e NEFEFBUTERETDEANS  (\EREES - BIF
EMBFBHEAEEAREMET G RHREHREER
HM MRS - REENEMFEHEIESE — @A EBAT
TIgE « () AB&FERI ; (i) 8 AGERI ¢ (i) FEERARR AN ¢ (v) B
Bl RWELIRFER - B ZE 201959 A30H IENEA - A&
Ema=4A254 B EBEIT  REIZ20184F9 A30H IR
BA#25.5EEBTHA401% « W2ER A E B BN RE
fRE & EA R o

Wt R R E NG INRRE RITNE &S @ MR HIRS
MERE -

For the six months ended

30 September

HZE9AH30RIEAEA
2019 2018
2019 F 20184
HK$’000 HK$'000
FHET FiET
Sales of biometrics identification devices, security HEEYMBEHEIEE  REER 17,708 17,181

products and other accessories e EoAth Bt 44

Provision of auxiliary and other services RIEREREMABRE 7,721 8,276
25,429 25,457

Outlook

The ordinary shares of HK$0.01 each (the “Shares”) of the Company have
been successfully listed on GEM on 14 February 2018. The Board considers
that such public listing status will allow the Company to gain access to the
capital market for corporate finance exercise, assist the Company in the future
business development, enhance the Group’s corporate profile and recognition
and strengthen the Group’s competitiveness.
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Looking forward, the Group plans to generate further growth in existing
business by strengthening its marketing capabilities and expanding its product
portfolio through enhancing software development, with a view to further
enlarging its market share in Hong Kong and Macau and becoming one of the
active biometrics identification solutions providers in the PRC. As such, the
Group plans to utilise the net proceeds from the Listing by way of share offer
pursuant to the Prospectus on (i) launching of affordable locally manufactured
fingerprint identification devices as part of the expansion plan of the business
in Southern China; (ii) enhancing the quality of after-sale services and
strengthening of the operation support as part of the expansion plan of the
business in Southern China; (jii) improving its information technology system;
and (iv) setting up a new and separate software development center in the
PRC to further enhance and develop the Group’s software.

With utilising our prevailing biometrics identification solutions and software
development, we consider to broaden our product range by developing
certain consumer products with various popular functions including but not
limited to artificial intelligence.

FINANCIAL REVIEW

Cost of Sales and Gross Profit

The majority of the Group’s cost of sales was costs of inventories sold. The
Group’s costs of inventories sold decreased by approximately 4.9% to
approximately HK$9.0 million for the six months ended 30 September 2019
as compared to the same period last year. The gross profit margin dropped
from approximately 50.2% for the six months ended 30 September 2018 to
approximately 45.9% for the six months ended 30 September 2019. The
gross profit also dropped from approximately HK$12.8 million for the six
months ended 30 September 2018 to approximately HK$11.7 million for the
six months ended 30 September 2019. The decrease of gross profit margin
and gross profit was mainly due to the decrease of gross profit of handheld
devices.

Expenses

Staff costs for the six months ended 30 September 2019 was approximately
HK$12.5 million (2018: approximately HK$8.0 million), representing an
increase of approximately HK$4.5 million as compared with that of last
corresponding period, which was mainly due to the salary increment during
the period.

Administrative expenses for the six months ended 30 September 2019 was
approximately HK$12.2 million (2018: approximately HK$10.1 million),
representing an increase of approximately HK$2.1 million as compared with
the last corresponding period, which was mainly due to the increase in staff
costs.

EZBEREBARAR/ hlHE 2019
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Loss for the Period

The Group incurred a net loss of approximately HK$3.0 million for the six
months ended 30 September 2019, as compared with a net loss of
approximately HK$0.1 million for the six months ended 30 September 2018.
The increase of net loss was mainly due to (i) the increase in staff costs; and (i)
the drop in gross profit margin.

The Board does not recommend the payment of dividends for the six months
ended 30 September 2019.

Liquidity, Financial Resources and Capital Structure

Historically, the Group has funded the liquidity and capital requirements
primarily through operating cash flows and bank borrowings. The Directors
believe that with the new capital from the listing of Shares on GEM, the Group
is in a healthy financial position to expand its core business and to achieve its
business objectives. As at 30 September 2019, the Group had no bank
borrowings (30 September 2018: Nil). The Group requires cash primarily for
working capital needs. As at 30 September 2019, the Group had
approximately HK$68.1 million in bank and cash balances (30 September
2018: approximately HK$70.3 million).

Capital Expenditure

The Group purchased property, plant and equipment and capitalised software
costs amounting to approximately HK$0.1 million and nil respectively for the
six months ended 30 September 2019 (six months ended 30 September
2018: approximately HK$1.3 million and nil respectively).

Capital Commitments
The Group did not have any significant capital commitments as at 30
September 2019 (as at 31 March 2019: Nil).

Gearing Ratio
As at 30 September 2019, the Group has no outstanding borrowings,
accordingly there is no gearing ratio (as at 31 March 2019: HK$Nil).

Note: Gearing ratio is calculated as the total debt divided by total equity.

Foreign Currency Risk
The Company does not have significant exposure on foreign currency risk.

The functional currency of the Group’s entities are principally denominated in
HK$, Renminbi (‘RMB”) and Macau Pataca (“MOP”). The Group has certain
exposure to foreign currency risk as some of its business transactions, assets
and liabilities are denominated in currencies other than the functional
currencies of respective Group entities such as United States dollars (‘US$”),
RMB and EURO. The Group currently does not have a foreign currency
hedging policy in respect of foreign currency transactions, assets and
liabilities.

The Group did not engage in any derivatives agreement and did not commit to

any financial instruments to hedge its foreign exchange exposure during the
six months ended 30 September 2019.
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Significant Investments held, Material Acquisitions and Disposals
of Subsidiaries, and Future Plans for Material Investments or
Capital Assets

There were neither significant investments held as at 30 September 2019 nor
material acquisitions and disposals of subsidiaries during the six months
ended 30 September 2019. There is no plan for material investments or capital
assets as at the date of this report.

Charges over Assets of the Group
As at 30 September 2019, there is no charges over assets of the Group (as at
31 March 2019: HK$NIl).

Interim Dividend

The Board does not recommend the payment of an interim dividend for the six
months ended 30 September 2019 (six months ended 30 September 2018:
nil).

Employees and Remuneration Policies

As at 30 September 2019, the Group had a total of 67 employees. The
Group’s staff costs for the six months ended 30 September 2019 amounted
to approximately HK$12.5 million (six months ended 30 September 2018:
approximately HK$8.0 million). The Group’s remuneration policies are in line
with the prevailing market practice and are determined on the basis of
performance, qualification and experience of individual employee. The Group
recognises the importance of a good relationship with its employees. The
remuneration payable to its employees includes salaries and allowances.
Other benefits and incentives include training and share option.

In Hong Kong, the Group’s employees have participated in the mandatory
provident fund prescribed by the Mandatory Provident Fund Schemes
Ordinance (Chapter 485 of the Laws of Hong Kong). In the PRC, the Group’s
employees have participated in the basic pension insurance, basic medical
insurance, unemployment insurance, occupational injury insurance, maternity
insurance prescribed by the Social Insurance Law of the PRC (& #£ A R £ A0
& 1R B 7% )), and housing fund prescribed by the Regulations on the
Administration of Housing Fund ({ £ & 2 & € & 2 1% ] )). All PRC-based
employees have the right to participate in the social insurance and housing
provident fund schemes.

Share Option Schemes

The share option scheme of the Company (the “Scheme”) was adopted
pursuant to a resolution passed by the Company’s shareholders on 18
January 2018 for the primary purpose is to attract, retain and motivate
talented participants, to strive for future developments and expansion of the
Group. Eligible participants of the Scheme include any employees, any
executives Directors, non-executive Directors (including independent
non-executive Directors), advisors, consultants of the Company or any of its
subsidiaries.

EZBEREBARAR/ hlHE 2019

FBFEARRE - EANBREEHBARURER
RERERNEEN AR E

M2019F9AB0 A EIFFERIKRE  MELZE2019F9 A
0B IEAREANMESERRER EEWBAR - RAREH
H - WESEAIRENEREENTE -

REENEERA
M2019F 9 A30H « AEEB M A(TEEER (R2019F
3A31H THL) -

FEIRR S
EEGTEZREZ2019F9 A30 A 1L/ @ AR 8
B (HZE2018F9A30 R L/~ EA : ) -

EERFHMBUER

M2019F9A30H - AEEHG67HES - BIZ 201959
AB0RIEAMEA  AEBHEIRALN A125BEBT(H
ZF2018F9AB0HIERMEA : #98.0BEB L) - AEEK
FMBCRHIRTMISEN -8 WIRERIEENRIR - B
RICHET - AEERAHEEESRISRIBENEZME -
FEHE B i & RORAL - A ER R BIEEI R
SRR A o

ERE  AEBEREC2EFBENE 485 BCABIIERTE
SFRFEIEPDRENRBIERATEEFTE - EPE - AEEE
BE28(hE AR KMBEM & REDE)RE N ERRMKRF
R BRABRERR  KERR - THERBREBRBIAK
(EEARESEREIRENEFATRE - MEHTHES
BE#RZ2EM SRR IEEAEDFE -

BRAER S

AR EERAE B ([ et 81)) HIRBA R BRI 201846
1 A8 HIBBRRERREMN - TZAMA/RA] - RE KAE
B2 HE/ARRBEORKERMIERIEL AR © %5t
EMAER2EEREARRAREEMNERRNEMAE
8 ERTES FNTES(BEBIYIENTESR) B
N EFA o

29



Management Discussion and Analysis

BEEN WD

The Scheme will remain valid and effective for a period of 10 years
commencing on the date on which the Scheme is adopted, after which period
no further share options will be granted but the provisions of the Scheme shall
in all other respects remain in full force and effect and share options which are
granted during the life of the Scheme may continue to be exercisable in
accordance with their terms of issue. The principal terms of which were
summarised in the paragraph headed “Share Option Scheme” in Appendix IV
to the Prospectus. No share options have been granted, exercised, expired,
cancelled or lapsed under the Scheme since its adoption.

Use of proceeds and actual progress of the Group’s business
objectives

The net proceeds from the Listing (after deducting the underwriting fees and
other related expenses paid by the Company in connection with the share
offer) which amounted to approximately HK$44.5 million will be used for the
intended purposes as set out in the section headed “Statement of Business
Objectives and Strategies” of the Prospectus. Set out below is the actual
usage of net proceeds up to the date of this interim report:

FETEIEP ZET B IR A 2 BBFH10OF NI AR - Hig
TEBRLBEE - R ENEEMEEMTESDE
EAR MR BB RAANE R N BREREE TR
AL BT - & B E 2R EHNBRBRM

BRI 38 B RSSO -

FEFERERAEEEREENERER

ETABHRIEFE(BHBRARRARENEEINNBHE
REMBEMAXZR)OR44AEET  HREBRERI%
BERERREERE | —MREERSE - BEAPHREA
HRIENAARRIEFENERBEHIINT

Net proceeds Utilised Unutilised
P8 RIEFE 28A 4 5k &) A
HKS million HK$ million HKS$ million
BEAT BEAT BEBTT
Expanding the business in HREREEXK
Southern China
— launch of affordable locally — A B R B SRR BGH B 15.8 - 15.8
manufactured fingerprint RE
identification devices
— enhancement of the quality of after- — REEBRBHNE 2 X N5R 5.1 (2.6) 2.5
sales services and strengthening of LiEYIE
the operation support
Improving the information BEEMNE RS 5.0 (2.4) 2.6
technology system
Setting up a new and separate AR B3 3 — 1B 7 0 1B L R AR B B 156.2 (1.8) 13.4
software development centerinthe O LIE—SIEARBEARAER
PRC to further enhance and HY B
develop the Group’s software
Working capital HEES 3.4 (3.4) -
445 (10.2) 34.3
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As disclosed in the Prospectus, the Group’s business objectives are to further
its growth in existing business by strengthening marketing capabilities and
expanding product portfolio through enhancing software development, in
order to further enlarge its market share in Hong Kong and Macau and to
become one of the active biometrics identification solutions providers in the
PRC. The Directors intend to achieve the objectives by (i) launch affordable
locally manufactured fingerprint identification devices as part of the expansion
plan of the business in Southern China; (i) enhance the quality of aftersales
services and to strengthen the operation support as part of the expansion plan
of the business in Southern China; (iii) improve the information technology
system; (iv) set up a new and separate software development center in the
PRC to further enhance and develop the Group’s software; and (v) working
capital of the Group.

The Group had planned to use approximately HK$15.8 million of net proceeds
to launch affordable locally manufactured fingerprint identification devices as
part of the expansion plan of the business in Southern China. The Group has
not yet launch affordable locally manufactured fingerprint identification devices.
The Group is reviewing the needs and timeframe for launch of affordable
locally manufactured fingerprint identification devices so as to capture the
above-mentioned low-end market in the PRC.

The Group had planned to use approximately HK$5.1 million of net proceeds
to enhance the quality of aftersales services and to strengthen the operation
support as part of the expansion plan of the business in Southern China. As at
30 September 2019, a total of approximately HK$2.5 million was spent on
enhancing the quality of aftersales services and to strengthen the operation
support as part of the expansion plan of the business in Southern China.

The Group had planned to use approximately HK$5.0 million of net proceeds
to improve the information technology system. As at 30 September 2019, a
total of approximately HK$2.4 million was spent on improving the information
technology system.

The Group had planned to use approximately HK$15.2 million of net proceeds
to set up a new and separate software development center in the PRC to
further enhance and develop the Group’s software. As at 30 September 2019,
a total of approximately HK$1.8 million was spent on setting up a new and
separate software development center in the PRC to further enhance and
develop the Group’s software.

The Group had planned to use approximately HK$3.4 million of net proceeds

to working capital. As at 30 September 2019, a total of approximately HK$3.4
million was spent on working capital.
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CORPORATE GOVERNANCE PRACTICES

The Company endeavours to maintain high standard of corporate governance
for the enhancement of shareholders’ value and provide transparency,
accountability and independence. Except for the deviation from code provision
A.2.1, the Company had complied with the required code provisions set out in
the Corporate Governance Code contained in Appendix 15 of the GEM Listing
Rules (the “CG Code”) since the Listing and up to the date of this report.

CG Code provision A.2.1 stipulates that the roles of chairman and chief
executive officer should be separate and should not be performed by the
same individual. Mr. Yuen Kwok Wai, Tony (“Mr. Tony Yuen”) is the chairman
and the chief executive officer of the Company. In the view that Mr. Tony Yuen
is one of the founders of the Group and has been operating and managing the
Group since June 1999, the Board believes that it is in the best interest of the
Group to have Mr. Tony Yuen taking up both roles for effective management
and business development. Therefore the Board considers that the deviation
from the CG Code provision A.2.1 is appropriate in such circumstance.

COMPLIANCE WITH THE REQUIRED STANDARD OF
DEALINGS IN SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the required standard of dealings (the “Required
Standard of Dealings”) as the code for securities transactions by the
Directors on the guidelines as set out in Rules 5.48 to 5.67 of the GEM Listing
Rules. Further, the Company had made specific enquiry with all Directors and
each of them has confirmed his/her compliance with the Required Standard of
Dealings during the six months ended 30 September 2019 and up to the date
of this report.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY OR
ANY ASSOCIATED CORPORATION

As at 30 September 2019, the interests and short positions of the Directors
and chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (“SFO”)), which
were required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions in which they were taken or deemed to have under such
provisions of the SFO) or which were required pursuant to Section 352 of the
SFO to be entered in the register referred to therein, or which were required to
be notified to the Company and the Stock Exchange pursuant to Rules 5.46
to 5.67 of the GEM Listing Rules were as follows:

Long positions
Ordinary share of the Company

ESERBRETRAEBREAQAIEMEEREE
MR - HEROREEENESRAS

MR2019F9H30H  ARRIEERFETHAERARF]
SEMAAEEEE (TR RBLFRERN (RS RPEHK
Bl 1) EXVER) B RS - BRARRG REEER - HERIEES
REAEIEPIZEXVERE 7 5 8 9 BB MG AR 5] Kb 32 i)
Wz LKA (BIERSREFF LG ENE BGESGERA
SIRER AR RAR) - IRIEES REIE (5015 352
HRBRSEEZ G ST MANER RAR  KIRIE
GEM Em#i BI%E 5.46 £ 5.67 (R A& AN B KB 22 Fren i
HWRKBWAT -

B
5y

Percentage of

Number of the Company’s
shares issued share
Name Capacity and nature of interest (note 1) capital
R#HEE MDA BB EIT
=1 SO RERMEE (MtEE1) BAEzEDE
Mr. Yuen Kwok Wai, Tony (“Mr. Tony Yuen”) (note 2) Interest of controlled corporation 366,000,000 (L) 45.75%
Bl e & ([BrEEEE]) (HE2) Sy A E
Ms. Yuen Mei Ling, Pauline (“Ms. Pauline Yuen”) Interest of controlled corporation 366,000,000 (L) 45.75%
(note 2)
mEkzt ([ELLL])(HiE2) Sy A E R
Note: P 5T
1. The letter “L” denotes a long position in the shareholder’s interest in the share 1. RXFE (L RTIBRRRADRBRANLT A ©
capital of the Company.
2. Delighting View Global Limited (“Delighting View”) directly holds 366,000,000 2 Delighting View Global Limited ([ Delighting View |) E##54

Shares. As Delighting View is beneficially owned as to 85% and 15% by Mr. Tony
Yuen and Ms. Pauline Yuen respectively and Mr. Tony Yuen and Ms. Pauline Yuen
are parties acting in concert, each of Mr. Tony Yuen and Ms. Pauline Yuen is
deemed to be interested in all the Share held by Delighting View under the SFO.

EZBEREBARAR/ hlHE 2019

366,000,000 f& B 1% © e 7 Delighting View 5 5l f Bt Bl {& 5t 4
MtER LT B HEH85% % 15% + BuEE L L RtER
ZEA-BITHAL - BURKES REEES - BrBELE
Kbtk 7+ & 8 145 AR Delighting View % A 0 P A Bk
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Save as disclosed above, as at 30 September 2019, none of the Directors
and chief executive of the Company or their associates (as defined in the GEM
Listing Rules) had any interests or short positions in any shares, underlying
shares 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 pursuant to Divisions 7 ad 8 of Part
XV of the SFO (including interests or short positions which each of them has
taken or deemed to be taken under the provisions of the SFO); or which were
required, pursuant to Section 352 of the SFO, to be entered into the register
referred to therein; or which were required, pursuant to Rules 5.46 to 5.67 of
the GEM Listing Rules to be notified to the Company and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN THE
SHARES AND UNDERLYING SHARES OF THE
COMPANY

As at 30 September 2019, so far as is known to the Directors, the following
persons, not being Directors or chief executive of the Company had, or were
deemed to have, interests or short position in the shares or underlying shares
which would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO; or which were recorded in the register
required to be kept by the Company under Section 336 of the SFO; or who is
directly or indirectly, to be interested in 5% or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances at general
meetings of the Company:

Long positions
Ordinary shares of the Company

BEXHEEEI  RN2019F9A30R  MEARFES
REBTBABSBEZHEA(EERGEM EWHAD R
RATSEEMAEEE (EE R FFRBAE KRG EXVER)
R « ERGKESFF - BEERREESFREE
EBIZEXV BB EE 7 [ 8 93 SR /B AN € AN A B Je Bt A2 P Ay A 2 ol

B(BEREESFRERRIABEXESS BWEERR
REBEANRESNAR) - SIBIRE S K E 50 % 3521578
AR ZIEBIFTIE S S M AR ERSAR + IREGEM £
MR AIEE5.4625.67 (F/AME AR A R FTHIEZ AR -

FTERRREMATREDARG REBERS
HEER KA

20199 A30H - BEEMA - THAL (WIFERSA
NREEITIRA B) RIRGD SBRAR G, A SR RS
IRIEEH R EIE GBI E XV EBE 2 & 39 BME AR AR 71K
BOREIAR  SEREN AR ARIEE SR BEEGIE
336 FEELMAEREIAR + NEEKEEEBHS
ERAERIER TR EARBNRRAAE HIREMNEAE
BIAEANE{E 5% Bk A 43S -

b
S

Percentage of

Number of the Company’s

shares issued share

Name Capacity and nature of interest (note 1) capital

RH&HE AR F BT

=18 SHRRERMEE (PfaE1) BAEZED L

Delighting View (note 2) Beneficial owner 366,000,000 (L) 45.75%
Delighting View (F{{32) BmERA

Super Arena Limited (“Super Arena”) (note 3) Beneficial owner 100,000,000 (L) 12.5%
Super Arena Limited ([Super Arena) (F:E3) BEnEEA

Mr. Kor Sing Mung, Michael (“Mr. Kor”) (note 3) Interest of controlled corporation 100,000,000 (L) 12.5%

Kor Sing Mung Michael 4t 4 ([ Kor 5t 4 |) (Bt 3£ 3)
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Notes:

1. The letter “L” denotes a long position in the shareholder’s interest in the share
capital of the Company.

2. As Delighting View is beneficially owned as to 85% and 15% by Mr. Tony Yuen
and Ms. Pauline Yuen respectively and Mr. Tony Yuen and Ms. Pauline Yuen are
parties acting in concert, each of Mr. Tony Yuen and Ms. Pauline Yuen is deemed
to be interested in all the Shares held by Delighting View under the SFO.

3. Super Arena directly holds 100,000,000 Shares. As Super Arena is beneficially
owned as to 70% by Mr. Kor, Mr. Kor is deemed to be interested in all the Shares
held by Super Arena under the SFO.

Save as disclosed above, as at 30 September 2019, the Directors are not
aware of any other person, other than Directors and the chief executive of the
Company who had, or was deemed to have, interests or short positions in the
shares or underlying shares of the Company which would fall to be disclosed
to the Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO or, which were recorded in the register required to be kept by the
Company under Section 336 of the SFO; or who is directly or indirectly, to be
interested in 5% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings of the
Company or options in respect of such share capital.

PURCHASES, SALES OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, sold or redeemed
any of the Company’s listed securities during the six months ended 30
September 2019.

Compliance Adviser’s Interests

As at the date of this report, save and except for (i) the participation of Ample
Capital Limited (the “Compliance Adviser”) as the sponsor and Ample Orient
Capital Limited as one of the underwriters and joint lead managers in relation
to the Listing; and (ii) the compliance adviser’s agreement entered into
between the Company and the Compliance Adviser dated 25 January 2018,
neither the Compliance Adviser, nor any of its directors, employees or close
associates (as defined in the GEM Listing Rules) had any interests in the
securities of the Company or any other companies of the Group (including
options or rights to subscribe for such securities) which is required to be
notified to the Company pursuant to rule 6A.32 of the GEM Listing Rules.

Competing Interests

The Directors confirm that as at 30 September 2019, none of the Directors,
the controlling shareholders of the Company and their respective associates
(as defined in the GEM Listing Rules) had any interest in any business which
competes or is likely to compete, directly or indirectly, with the business of the
Group or any other conflicts of interest with the Group.

EZBEREBARAR/ hlHE 2019

1. HXFH (L RRBERR AR AR TR -

2. £ 7 Delighting View 53 Bl i Bt Bl & 5t 4 R BrE e £ + B o
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AUDIT COMMITTEE

The Company has established the Audit Committee with written terms of
reference in compliance with rules 5.28 and 5.29 of the GEM Listing Rules
and code provisions C.3.3 and C.3.7 of the CG Code. The primary duties of
the Audit Committee are to review and supervise the financial reporting
process and internal control systems of the Group. The Audit Committee
comprises three independent non-executive Directors, namely Mr. Chung Billy
(chairman of the Audit Committee), Mr. Hui Man Ho, Ivan and Mr. Mui Pak
Kuen.

The unaudited condensed consolidated financial statements of the Company
for the three and six months ended 30 September 2019 has been reviewed by
the Audit Committee. The Audit Committee is of the opinion that such financial
information complies with the applicable accounting standards, the GEM
Listing Rules and legal requirements, and that adequate disclosure have been
made.

By order of the Board
Prime Intelligence Solutions Group Limited
EzERNRERERAE
Mr. Yuen Kwok Wai, Tony
Chairman

Hong Kong, 7 November 2019

As at the date of this report, the executive Directors are Mr. Yuen Kwok Wai,
Tony, Ms. Yuen Mei Ling, Pauline, and Ms. Sun Ngai Chu, Danielle; the
non-executive Director is Mr. Yam Chiu Fan, Joseph; and the independent
non-executive Directors are Mr. Hui Man Ho, Ivan, Mr. Chung Billy and
Mr. Mui Pak Kuen.
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