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INTERIM RESULTS

The board of directors (the “Board”) of Sino-i Technology Limited (the
“Company”) hereby announces the unaudited consolidated results of the
Company and its subsidiaries (the “Group”) for the six months ended 30
June 2018 together with the comparative figures for 2017 as follows:

CONDENSED CONSOLIDATED INCOME
STATEMENT — UNAUDITED

For the six months ended 30 June 2018

)\ FETHRE PEEBEEERAR

b CE S

FEEEEEERAR(ARRNESS ([E
FeEHEHRARRIREMBRAR (AL
B EHZE2018F6 A30B L6AA 2 K&K E
PR A S BR07TFEZLREBFUT

EHRGERER — ARE
*
HE2018F6 A30B1F6MEA

For the six months
ended 30 June

HZ6H30RH1L6MEA
2018 2017
Notes HK$'000 HK$'000
PEE TET FHET
Revenue Wz 6(a) 508,516 372,472
Cost of sales and services provided e RIRH RS 2 BN (84,780) (73,903)
Gross profit ES 423,736 298,569
Other operating income AN 6(b) 68,394 94,774
Selling and marketing expenses MENTISEERY (333,459) (272,910)
Administrative expenses TTHRX (59,878) (51,811)
Other operating expenses Hibs g (123,406) (48,623)
Finance costs & KA 7 (2,211) (3,518)
Share of results of associates il AN ¥ (2,831) (341)
Loss on deemed disposal of an associate RIEHE —MBE QR 2BL = (162)
Gain on disposal of subsidiaries HEH B AR Z U 428,952 -
Profit before income tax MRS RS 8 399,297 15,978
Income tax expense FriSRipIx 9 (6,791) (7,680)
Profit for the period H A R 392,506 8,298
Profit/(Loss) for the period attributable to: LT A +FE(GEIRREFR,(F8) -
Owners of the Company RAEHEB A 393,560 9,020
Non-controlling interests Sl (1,054) (722)
392,506 8,298
HK cent HK cent
AL AL
Earnings per share for profit BMARQIBEEA
attributable to the owners of EiEFz8RER
the Company during the period
— Basic — HAK 11(a) 1.976 0.045
— Diluted — s 11(b) 1.976 0.045
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CONDENSED CONSOLIDATED STATEMENT OF fHHGESETHEHKEHR — K&

COMPREHENSIVE INCOME — UNAUDITED B
For the six months ended 30 June 2018 HZE2018F6 A30HIL61EA
For the six months
ended 30 June
BZ6H30H16MEA
2018 2017
HK$’'000 HK$'000
F& T FET
Profit for the period HA R 32 R 392,506 8,298
Other comprehensive income Hi 2wk

Items that may be reclassified subsequently HigngkE B E EmbikoBH -
to profit or loss:

Exchange differences on translation of WMEBINERS I TSR < FE 2 RE

financial statements of foreign operations (17,531) 15,289
Exchange differences on translation of BB EHMENRIZIEL =5

investment in associates 111 359
Release of reserves upon disposal of subsidiaries 7 H & b & 2 =85 8 B 4 & (137,543) -
Exchange differences reclassified on RAEH & — R & QA

deemed disposal of an associate, net of tax EHOEZERZ5EGIREIE) = 28
Total comprehensive income for the period Hipy2E W45 237,543 23,974
Total comprehensive income UTATEEZERZEEE:

attributable to:
Owners of the Company Fi/NSIE Z=N 261,562 23,552
Non-controlling interests JEVERR RS (24,019) 422

237,543 23,974
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CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION
As at 30 June 2018

)\ FETHRE PEEBEEERAR

B AR & B B AR B 3R

R2018F6 A30H

(Unaudited) (Audited)
(REER) (fezz)
QNI 31 December
2018 2017
2018 5 2017 £
6 A30H 12H31H
Notes HK$'000 HK$'000
B aE FET FHT
ASSETS AND LIABILITIES EEREE
Non-current assets FRBEE
Property, plant and equipment W - R LR 12 35,316 612,496
Prepaid land lease payments KEHEE T BN LHEEE
under operating leases 11,705 23,903
Financial assets at fair value through BAnEBEFABREZCHEE
profit or loss 324 -
Financial assets at fair value through RAREBEAAEMEENKE Y
other comprehensive income SREE 120 -
Available-for-sale financial assets At ESREAE - 444
Interests in associates REtE QR 2 S 38,408 41,128
Goodwill GES 79,358 83,320
Other intangible assets Hihmf A E 90,143 97,895
Deposits and other receivables BeREAMERZIE = 709
Loan to ultimate holding company MREZERATER 342,506 1,046,644
597,880 1,906,539
Current assets REEE
Trade receivables FEWE 5 30E 13 13,660 9,585
Deposits, prepayments and other receivables 124 - B+ 3k18 & H 4th jig W 5008 99,076 182,204
Financial assets at fair value through BEAREEFABERZEREE
profit or loss 51,790 103,500
Loan to ultimate holding company MSEIERARER 1,086,249 -
Cash and cash equivalents B4 NERESIER 704,829 304,874
1,955,604 600,163
Current liabilities REEE
Trade payables FERTE 518 14 31,726 29,354
Other payables and accruals H e R R ERT B A 153,709 93,987
Contract liabilities ARAE 216,828 -
Receipt in advance and deferred revenue TEURRIA SR I W 7 - 220,067
Provision for tax R AR 145,986 145,957
Amount due to ultimate holding company IR BRI A B 2RIE 38,555 17,298
Amount due to an associate R —[EE & R EIFRIE 5,492 5,492
Bank borrowings, secured BEMIETEE = 163,344
Finance lease liabilities MEAREAE 25 57
592,321 675,556
Net current assets/(liabilities) RBEE(8F) FE 1,363,283 (75,393)
Total assets less current liabilities REERABAR 1,961,163 1,831,146
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION (continued)

fERLGE MR RIEE @)

As at 30 June 2018 R2018F6 A30H
(Unaudited) (Audited)
(REER) (8&#%)
cONDT=N 31 December
2018 2017
2018 2017 4
6 H30H 12A31H
Notes HK$'000 HK$’000
P aE FET THIT
Non-current liabilities FkREBEE
Other employee benefits HiiEEEH 2,037 2,064
Finance lease liabilities BEREaRE 6 14
Deferred tax liabilities RIEFIEAE 5,133 5,680
7,176 7,758
Net assets EEFE 1,953,987 1,823,388
EQUITY xR
Share capital % 7N 15 240,597 240,597
Reserves EiE 1,720,003 1,565,385
Equity attributable to RDBEEAEGER
the Company’s owners 1,960,600 1,805,982
Non-controlling interests FEIERAER (6,613) 17,406
Total equity FERMBAEE 1,953,987 1,823,388
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CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS — UNAUDITED

For the six months ended 30 June 2018

)\ FETHRE PEEBEEERAR

HESARSARERER — RE
1

HZE2018F6 308 1F61EA

For the six months
ended 30 June

HZ6A30RHL6MEA

2018 2017

HK$'000 HK$'000

TET FHET

Net cash generated from operating activities (R R TR IS TN & R EE 35,981 11,039

Net cash generated from investing activities BRSNS F5E 555,982 361,255

Net cash used in financing activities BB EEFTREIR & %5 (165,596) (42,505)

Net increase in cash and cash equivalents B4 NERESIEB R INFEE 426,367 329,789

Cash and cash equivalents at 1 January R1B1BZREREFREER 304,874 85,230
Effect of foreign exchange rate changes, HNEE B SRS B FTIS IR © v &

on cash held (26,412) 3,929

Cash and cash equivalents at 30 June R6A30BZRERERAEELER 704,829 418,948
Analysis of the balances of cash and REeREFRESBELBZ DN

cash equivalents
Cash at banks and in hand RITEGFEREFRS 704,829 418,948
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CONDENSED CONSOLIDATED STATEMENTOF 4L ESEaSHR—KELE
CHANGES IN EQUITY — UNAUDITED %

For the six months ended 30 June 2018 HZE2018F6 A30HIL61EA

Equity attributable to the Company’s owners

KAREE AEbER
Capital Non-
Share  distribution General Exchange Retained controlling Total
capital reserve reserve reserve profits Total interests equity
(note 15)
BRDE
R i — R ERfRE REEF BE  FERER ERGE
(MzE15)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiER Tign TR TiEn TR TR TR TR
At 31 December 2017 R2017%12A318
as originally presented &3l 240,597 52,622 9,761 80,913 1,422,089 1,805,982 17,406 1,823,388
Initial application of HKFRS 15 BREREENBRE
(note 3) ERIE 155 (F33) - - - - (7.371) (7.3711) = (73711)
Restated balances at R2018F18182
1 January 2018 Bt 240,597 52,622 9,761 80,913 1,414,718 1,798,611 17,406 1,816,017
Profit/(Loss) for the period iR,/ (88) - - - - 393,560 393,560 (1,054) 392,506
Other comprehensive income Hit2ERE
tems that may be reclassified AEA B HER
subsequently to profit or oss: BafkZEE -
— Exchange differences on —BEBIEH
translation of financial BBREL
statements of foreign EHES
operations - - - (17,532) - (17,532) 1 (17,531)
— Exchange differences on —HRERE
translation of investment BE N
in associates ZERER = = = m = m - m
— Release of reserve upon —RLEHBAR
disposal of subsidiaries 5
(note 17) (F3E17) - - (41,668) (72,909) - (114,577) (22,966) (137,543)
Total comprehensive income BR2EUEEE
for the period - - (41,668) (90,330) 393,560 261,562 (24,019) 237,543
Proposed special dividend BER 2017 EREER
for 2017 (note 10) RS (PEE10) = = = = (99,573) (99,573) = (99,573)
At 30 June 2018 20186 A30A 240,597 52,622 (31,907) (9,417) 1,708,705 1,960,600 (6,613) 1,953,987
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)\ FETHRE PEEBEEERAR

CONDENSED CONSOLIDATED STATEMENTOF A EEaSHR—KELE
CHANGES IN EQUITY — UNAUDITED (continued) A ),

For the six months ended 30 June 2018 HZE2018F6 A30HIL61EA

Equity attributable to the Company’s owners

ADRRER ARG RS

Capital Non-
Share distribution General Exchange Retained controlling Total
capital reserve reserve reserve profits Total interests equity
(note 15)
B
R AEREE —REEE BN REBRT wE JRERER BRiERE
(MzE15)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET FHET TER TER FAT FAR TAR TEx
At 1 January 2017 #®2017F 1718 240,597 52,622 6,574 72,781 1,410,704 1,783,278 18,824 1,802,102
Profit/(Loss) for the period #RET/(58) - - - - 9,020 9,020 (722) 8,298
Other comprehensive income  Hft2EE
Items that may be reclassified AGAgEH7EE
subsequently to profit or loss: Bak2EA -
— Exchange differences on — REBINER
translation of financial BsHREZ
statements of foreign EHER
operations - - - 14,145 - 14,145 1,144 15,289
— Exchange differences on —BERE
translation of investment BEDRZ
in associates EREE - - - 359 - 359 - 359
— Exchange differences — REHE—R
reclassified on deemed BE DA
disposal of an assodiate, EXivr
net of tax ERER
(fIBRTIR) - - - 28 - 28 - 28
Total comprehensive income  HiA2E R AL
for the period - - = 14,532 9,020 23,552 422 23,974
Acquisition of a subsidiary YE-EREAR
(note 16) (B35t 16) - - - - - - (10) (10)
At 30 June 2017 R2017F6A308 240,597 52,622 6,574 87,313 1,419,724 1,806,830 19,236 1,826,066
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

For the six months ended 30 June 2018

10

GENERAL INFORMATION

The Company is a limited liability company incorporated and domiciled
in Hong Kong. The address of its registered office and its principal place
of business is 12/F., The Octagon, No. 6 Sha Tsui Road, Tsuen Wan,
New Territories, Hong Kong. The Company’s shares are listed on the
Main Board of The Stock Exchange of Hong Kong Limited (the “Hong
Kong Stock Exchange”).

The Group is principally engaged in the provision of enterprise cloud
services.

The ultimate parent company of the Company is Nan Hai Corporation
Limited (“Nan Hai"), a company incorporated and domiciled in Bermuda
and its shares are listed on the Main Board of the Hong Kong Stock
Exchange.

These condensed consolidated interim financial statements are
unaudited, but have been reviewed by the audit committee of the
Company and approved and authorised for issue by the Board on 29
August 2018.

BASIS OF PREPARATION

These condensed consolidated interim financial statements have been
prepared in accordance with Hong Kong Accounting Standard 34
("HKAS 34"), issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA") and the applicable disclosure provisions of
Main Board Listing Rules Governing the Listing of Securities on the
Hong Kong Stock Exchange (the “Listing Rules”).

These condensed consolidated interim financial statements have been
prepared with the same accounting policies adopted in the 2017 annual
financial statements, except for those that relate to new standards or
interpretations effective for the first time for periods beginning on or
after 1 January 2018. This is the first set of the Group’s financial
statements in which Hong Kong Financial Reporting Standard 9
(“HKFRS 9”) and Hong Kong Financial Reporting Standard 15 (“HKFRS
15") have been adopted. Details of any changes in accounting policies
are set out in note 3.

The preparation of these condensed consolidated interim financial
statements in compliance with HKAS 34 requires the use of certain
judgements, estimates and assumptions that affect the application of
policies and the reported amounts of assets and liabilities, income and
expenses on a year to date basis. Actual results may differ from these
estimates. The areas where significant judgements and estimates have
been made in preparing this condensed consolidated interim financial
statements and their effect are disclosed in note 4.
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

2.

BASIS OF PREPARATION (Continued)

These condensed consolidated interim financial statements are
presented in Hong Kong Dollars (“HK$"), unless otherwise stated.
These condensed consolidated interim financial statements contain
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 Group since the 2017 annual financial
statements. These condensed consolidated interim financial statements
and notes do not include all of the information required for a complete
set of financial statements prepared in accordance with Hong Kong
Financial Reporting Standards (the “HKFRSs"”) and should be read in
conjunction with the 2017 consolidated financial statements.

The financial information relating to the year ended 31 December 2017
that is included in the condensed consolidated interim financial
statements as comparative information does not constitute the
Company's statutory annual consolidated financial statements for that
year but is derived from those financial statements. Further information
relating to these statutory financial statements required to be disclosed
in accordance with section 436 of the Hong Kong Companies
Ordinance is as follows:

The Company has delivered the financial statements for the year ended
31 December 2017 to Registrar of Companies in accordance with
section 662(3) of, and Part 3 of Schedule 6 to, the Companies
Ordinance.

The Company'’s auditor has reported on those financial statements. The
auditor’s report was unqualified; did not include a reference to any
matters to which the auditor drew attention by way of emphasis
without qualifying its report; and did not contain a statement under
section 406(2), 407(2) or (3) of the Companies Ordinance.

)\ FETHRE PEEBEEERAR

4R S P Hf
RS EY )

HZE2018%F6 A30HI1F61EA

2.

mREE (@)
BBEEPES  WEBREA T BHE

BERIDAET(ETL) 25 - WEHALK
BTRHMBREAHBEEAREUBERER
BERAME - ZEMERREERLE
B 5 2017 5 E P8R T3 AR B
NAREELYMEBEAZEMH RS
B o I S AGE T HM % R R ML
TEEREEEVBHREEN((EEUB

SEADFHEBEVBRRAFTZINE
B SR 2017 FiR A Mg R — O

Az

A= ©

HE2017F 12 A31BEFEZHEER
ERLLERER S AGRLRE T BIRE -
ZEERUTERZFERRRZETEF
BHRAMEERE  BRAXSMERE -
EBBERESE R AEHIE 436 15 F LA
BETEMISHREZE—TERAT ¢

HRATEME662Q)IERHF6E3EY
BT ARFCAARGMEERESH
ZE2017F 12 A31 BILFEZHBRE -

RABIZEEIE S S SRR 0 B o
RERMmEAEREER  UWHESHEZH
MREREHABRBERCBELT 2
BAEBRAMS|MizRAEE  WAHER
R BB 55 406(2) ~ 407(2) 8k (3) & 1B
2 R o

WWW.Sino-i.com 11



Sino-i Technology Limited Interim Report 2018

NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3. CHANGES IN HKFRSs
The HKICPA has issued a number of new or amended HKFRSs that are
first effective for the current accounting period of the Group:

o HKFRS 9, Financial Instruments
. HKFRS 15, Revenue from Contracts with Customers
° HK(IFRIC)-Interpretation 22, Foreign Currency Transactions and

Advance Considerations

. Amendments to HKFRS 2, Classification and Measurement of
Share-based Payment Transactions

° Amendments to HKAS 28 included in Annual Improvements to
HKFRSs 2014-2016 Cycle, Investments in Associates and Joint
Ventures

° Amendments to HKFRS 1 included in Annual Improvements to
HKFRSs 2014-2016 Cycle, First-time Adoption of Hong Kong
Financial Reporting Standards

The impact of the adoption of HKFRS 9 Financial Instruments (see note
3A below) and HKFRS 15 Revenue from Contracts with Customers (see
note 3B below) have been summarised in below. The other new or
amended HKFRSs that are effective from 1 January 2018 did not have
any material impact on the Group’s accounting policies.
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3.

CHANGES IN HKFRSs (Continued)
IMPACT OF NEW/AMENDED HKFRSs WHICH ARE
ISSUED BUT NOT YET EFFECTIVE

The following new/amended HKFRSs, potentially relevant to the Group’s
financial statements, have been issued, but are not yet effective and
have not been early adopted by the Group. The Group’s current
intention is to apply these changes on the date they become effective.

Annual Improvements to
HKFRSs 2014-2016 Cycle
Amendments to HKFRS 9

Improvements to HKFRSs '

Prepayment Features with Negative
Compensation '

HKFRS 16 Leases !

HKFRS 17 Insurance Contracts ?

HKAS 19 Employee Benefits '

HKAS 28 Long-term Interests in an Associate or

Joint Venture '
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments '
Sale or Contribution of Assets between an
Investor and its Associate or Joint
Venture 3

Amendments to HKFRS 10
and HKAS 28

! Effective for annual periods beginning on or after 1 January 2019
2 Effective for annual periods beginning on or after 1 January 2021

3 The amendments were originally intended to be effective for periods
beginning on or after 1 January 2016. The effective date has now been
deferred/removed. Early application of the amendments continues to be
permitted.
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3.

14

CHANGES IN HKFRSs (Continued)
IMPACT OF NEW/AMENDED HKFRSs WHICH ARE
ISSUED BUT NOT YET EFFECTIVE (Continued)

HKFRS 16 — Leases

HKFRS 16, which upon the effective date will supersede HKAS 17
“Leases” and related interpretations, introduces a single lessee
accounting model and requires a lessee to recognise assets and liabilities
for all leases with a term of more than 12 months, unless the underlying
asset is of low value. Specifically, under HKFRS 16, a lessee is required
to recognise a right-of-use asset representing its right to use the
underlying leased asset and a lease liability representing its obligation to
make lease payments. Accordingly, a lessee should recognise
depreciation of the right-of-use asset and interest on the lease liability,
and also classifies cash repayments of the lease liability into a principal
portion and an interest portion and presents them in the statement of
cash flows. Also, the right-of-use asset and the lease liability are initially
measured on a present value basis. The measurement includes non-
cancellable lease payments and also includes payments to be made in
optional periods if the lessee is reasonably certain to exercise an option
to extend the lease, or to exercise an option to terminate the lease. This
accounting treatment is significantly different from the lessee
accounting for leases that are classified as operating leases under the
predecessor standard, HKAS 17.

In respect of the lessor accounting, HKFRS 16 substantially carries
forward the lessor accounting requirements in HKAS 17. Accordingly, a
lessor continues to classify its leases as operating leases or finance
leases, and to account for those two types of leases differently.
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3.

CHANGES IN HKFRSs (Continued)
IMPACT OF NEW/AMENDED HKFRSs WHICH ARE
ISSUED BUT NOT YET EFFECTIVE (Continued)

HKFRS 16 — Leases (Continued)

However, the Group has not yet determined to what extent these
commitments will result in the recognition of an asset and a liability for
a future payments and how this will affect the Group’s profit and
classification of cash flows.

Some of the commitments may be covered by the exception for short-
term and low-value leases and some commitments may relate to
arrangements that will not qualify as leases under HKFRS 16.

The standard is mandatory for the first interim periods within annual
reporting periods beginning on or after 1 January 2019. At this stage,
the Group does not intend to adopt the standard before its effective
date.

A. HKFRS 9 FINANCIAL INSTRUMENTS (“HKFRS 9”)

(i) Classification and measurement of
financial instruments

HKFRS 9 replaces HKAS 39 Financial Instruments:
Recognition and Measurement for annual periods
beginning on or after 1 January 2018, bringing together all
three aspects of the accounting for financial instruments:
(1) classification and measurement; (2) impairment; and (3)
hedge accounting. The adoption of HKFRS 9 from 1
January 2018 has resulted in changes in accounting policies
of the Group and the amounts recognised in the
condensed consolidated interim financial statements.
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Sino-i Technology Limited Interim Report 2018

NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3.

16

CHANGES IN HKFRSs (Continued)
A. HKFRS 9 FINANCIAL INSTRUMENTS (“HKFRS 9")
(Continued)

()

Classification and measurement of
financial instruments (Continued)

HKFRS 9 basically retains the existing requirements in HKAS
39 for the classification and measurements of financial
liabilities. However, it eliminates the previous HKAS 39
categories for financial assets of held-to-maturity financial
assets, loans and receivables and available-for-sale financial
assets. The adoption of HKFRS 9 has no material impact on
the Group’s accounting policies related to financial
liabilities. The impact of HKFRS 9 on the Group’s
classification and measurement of financial assets is set out
below.

Under HKFRS 9, except for certain trade receivables (that
the trade receivables do not contain a significant financing
component in accordance with HKFRS 15), an entity shall,
at initial recognition, measures a financial asset at its fair
value plus, in the case of a financial asset not at fair value
through profit or loss (“FVTPL"), transaction costs. A
financial asset is classified as: (i) financial assets at
amortised cost (“amortised costs”); (ii) financial assets at
fair value through other comprehensive income (“FVOCI");
or (iii) FVTPL (as defined in above).

The classification of financial assets under HKFRS 9 is
generally based on two criteria: (i) the business model
under which the financial asset is managed and (ii) its
contractual cash flow characteristics (the “solely payments
of principal and interest” criterion, also known as “SPPI
criterion”). Under HKFRS 9, embedded derivatives is no
longer required to be separated from a host financial asset.
Instead, the hybrid financial instrument is assessed as a
whole for the classification.
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3. CHANGES IN HKFRSs (Continued)
A. HKFRS 9 FINANCIAL INSTRUMENTS (“HKFRS 9")
(Continued)

()

Classification and measurement of
financial instruments (Continued)

A financial asset is measured at amortised cost if it meets
both of the following conditions are met and it has not
been designated as at FVTPL:

o It is held within a business model whose objective is
to hold financial assets in order to collect contractual
cash flows; and

° The contractual terms of the financial asset give rise
on specified dates to cash flows that meet the SPPI
criterion.

On initial recognition of an equity investment that is not
held-for-trading, the Group could irrevocably elect to
present subsequent changes in the investment’s fair value
in other comprehensive income. This election is made on
an investment-by-investment basis. All other financial
assets not classified at amortised cost or FVOCI as described
above are classified as FVTPL. This includes all derivative
financial assets. On initial recognition, the Group may
irrevocably designate a financial asset that otherwise meets
the requirements to be measured at amortised cost or
FVOCI at FVTPL if doing so eliminates or significantly
reduces an accounting mismatch that would otherwise
arise.

Upon initial application of HKFRS 9, the following
accounting policies would be applied to the Group’s
financial assets as follows:

FVTPL is subsequently measured at fair value. Changes in
fair value, dividends and interest income are recognised in
profit or loss.
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Sino-i Technology Limited Interim Report 2018

NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3.

18

CHANGES IN HKFRSs (Continued)
A. HKFRS 9 FINANCIAL INSTRUMENTS (“HKFRS 9")
(Continued)

()

Classification and measurement of
financial instruments (Continued)

Financial assets at amortised cost are subsequently
measured using the effective interest rate method. Interest
income, foreign exchange gains and losses and impairment
are recognised in profit or loss. Any gains or losses on
derecognition is recognised in profit or loss.

Debt investments at fair value through other
comprehensive income are subsequently measured at fair
value. Interest income calculated using the effective interest
rate method, foreign exchange gains and losses and
impairment are recognised in profit or loss. Other net gains
and losses are recognised in other comprehensive income.
On derecognition, gains and losses accumulated in other
comprehensive income are reclassified to profit or loss.

Equity investments at FVOCI are measured at fair value.
Dividend income are recognised in profit or loss unless the
dividend income clearly represents a recovery of part of the
cost of the investments. Other net gains and losses are
recognised in other comprehensive income and are not
reclassified to profit or loss.

As of 1 January 2018, certain unquoted equity investment
and club membership were reclassified from available-for-
sale financial assets at cost to FVOCI. These unquoted
equity instrument and club membership have no quoted
price in an active market. The Group intends to hold these
unguoted equity investment and club membership for long
term strategic purposes. In addition, the Group has
designated such unquoted equity instrument and club
membership at the date of initial application as measured
at FVOCI. As at 1 January 2018, the directors consider that
there is no material difference between the previous
carrying amounts and the fair values of the unquoted
equity investment and the club membership.
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018
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3. CHANGES IN HKFRSs (Continued) 3. ERMBREENEE »)
A. HKFRS 9 FINANCIAL INSTRUMENTS (“HKFRS 9") A. EEMBEREENFIESLHE
(Continued) TE(EEHMKERELERZE9
L ANE D,
(i) Classification and measurement of () EMIAECoERFE
financial instruments (Continued) (&)

The following table summarises the original measurement
categories under HKAS 39 and the new measurement
categories under HKFRS 9 for each class of the Group's
financial assets as at 1 January 2018:

TREAMAEERR2018F 1 A
IHRECREERERSS
STERIE 9 R A 2RI R
RIEE SR EERFE IR

2285
Carrying Carrying
amount as at amount as at
1 January 1 January
Original classification New classification 2018 under 2018 under
Financial assets under HKAS 39 under HKFRS 9 HKAS 39 HKFRS 9
REEBEN  RESBEH
ERE39E  HEEAEIR
R2018F 182018
REFEEHER REREHBERE 1A1R 1A1A
tRIEE E9RRFER ERIE O 2 HER ZIREE ZIREE
HK$'000 HK$'000
FHT T
Listed equity investments Held-for-trading FVTPL 103,500 103,500
THRARE HIEEE BOABERERRRE
Unlisted equity investments Available-for-sale (at cost less impairment) ~ FVOCI 120 120
(note 3A())
¥ FTRARE A E (AR ER) (I 3A0) RAAEBERED
PEKRER
Club debenture Available-for-sale (at fair value) FVTPL 324 324
effEs A E (RN EER) BOABERNERRRRE
Loan to ultimate holding company  Loans and receivables (note 3A(i)(b)) Amortised cost 1,046,644 1,046,644
ASRERDRER B R AU FOE (3 3AGi) b)) BHPR
Trade receivables Loans and receivables (note 3A(ii)(a)) Amortised cost 9,585 9,585
[EWE H5E B AU E (B 3A(i) @) BHPR
Other receivables Loans and receivables (note 3A(ii)(c)) Amortised cost 125,151 125,151
i etz B R A YA (FiTE 3AiC) BHPR
Cash and cash equivalents Loans and receivables Amortised cost 304,874 304,874
BeREANEER ERRIEMRTE BHPR
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Sino-i Technology Limited Interim Report 2018

NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3.

20

CHANGES IN HKFRSs (Continued)
HKFRS 9 FINANCIAL INSTRUMENTS (“HKFRS 9")
(Continued)

(ii) Impairment of financial assets

The adoption of HKFRS 9 has changed the Group's
impairment model by replacing the HKAS 39 “incurred loss
model” to the “ECLs model”. HKFRS 9 requires the Group
to recognised ECL for trade receivables, financial assets at
amortised costs, contract assets and debt investment at
FVOCI earlier than HKAS 39. Cash and cash equivalents are
subject to ECL model but the impairment is immaterial for
the current period.

Under HKFRS 9, the losses allowances are measured on
either of the following bases: (1) 12 months ECLs: these
are the ECLs that result from possible default events within
the 12 months after the reporting date: and (2) lifetime
ECLs: these are ECLs that result from all possible default
events over the expected life of a financial instrument.

Measurement of ECLs

ECLs are based on the difference between the contractual
cash flows due in accordance with the contract and all the
cash flows that the Group expects to receive. The shortfall
is then discounted at an approximation to the assets’
original effective interest rate.

The Group has elected to measure loss allowances for trade
and other receivables and contract assets using HKFRS 9
simplified approach and has calculated ECLs based on
lifetime ECLs. The Group has established a provision
method that is based on the Group’s historical credit loss
experience, adjusted for forward-looking factors specific to
the debtors and the economic environment.

WWW.Sino-i.com

BLELr
B AR M EE o)

HZ=2018F6 A30H1E6fA

BREMBRELENLE 2)
ERMBREENFEIREH
TRA(EEBEVMBEREEANFI
) &)

(i) EWMEEZRE

BRINE B R EERFE IR
BRAEEZFHEER - &5
BEECRTERIER[BEELE
EEER ] Eis [TEEEE
BRI - BEMEIRELERIE
ORMEALEBEURE B S
HRIE 3957 BB IEWE B iR
o RBERAERE S RME
E ANEEREAABER
Hth2mBaRE 2 BHIRE
HREHEESE RekE
EIR&BEAREHEEESR
AT - BB BN T &
j( °

RBEBE BV RELEAEI -
ERBHRATEP —REE
AECMNREAZEBEES
B ERRHEAKI12MEA
NBEEZEEROEMHFERZ
HHEEER : RQFRAE
HEERR: HRERTA
BRI FHAMARIGEZEDNSE
HBEEZFAREERE -

RHEEBRZHE

HEHMEEBEDERRBERLD
BNzaHNREREBAEE
BHRE . IBEREREZH
ZER  REBRHRREER
BERN XA 2 Z8/ER -

AEEDERBEU B MELE
AIEISRELEZHE S R EM
YR G HNEEZ BRE
WETFE  XERBFEAN
BHEEBRIEEYREES
B-AEEERYUBRBELAEE
BEEEBELSRAE CRE
Tk - Wi ERARH AR 2 Bl
BEREMEERIZAE -



)\ FETHRE PEEBEEERAR

BLELr
B AR M EE o)

HZ=2018F6 A30H1E6fA
3. ERMBREENEE »)

NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3. CHANGES IN HKFRSs (Continued)

A. HKFRS 9 FINANCIAL INSTRUMENTS (“HKFRS 9”) A BERUBHREERNEIRSH
(Continued) TRA(ERMBREEUR
EANE )

(i) TWMEEZRE D)

(ii) Impairment of financial assets (Continued)

Measurement of ECLs (Continued)

For other debt financial assets, the ECLs are based on the
12-months ECLs. The 12-months ECLs is the portion of the
lifetime ECLs that results from default events on a financial
instrument that are possible within 12 months after the
reporting date. However, when there has been a significant
increase in credit risk since origination, the allowance will
be based on the lifetime ECLs. When determining whether
the credit risk of a financial asset has increased significantly
since initial recognition and when estimating ECL, the
Group considers reasonable and supportable information
that is relevant and available without undue cost or effort.
This includes both quantitative and qualitative information
and analysis, based on the Group’s historical experience
and informed credit assessment and including forward-
looking information. The Group’s debt investment at FVOCI
are considered to have low credit risk since the issuers’
credit rating are high.

The Group assumes that the credit risk on a financial asset
has increased significantly if it is more than 90 days past
due.

The Group considers a financial asset to be in default
when: (1) the borrower is unlikely to pay its credit
obligations to the Group in full, without recourse by the
Group to actions such as realising security (if any is held);
or (2) the financial asset is more than one year past due.

The maximum period considered when estimating ECL is
the maximum contractual period over which the Group is
exposed to credit risk.
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Sino-i Technology Limited Interim Report 2018

NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3.

22

CHANGES IN HKFRSs (Continued)
A. HKFRS 9 FINANCIAL INSTRUMENTS (“HKFRS 9")
(Continued)

(ii) Impairment of financial assets (Continued)
Presentation of ECLs

Loss allowances for financial assets measured at amortised
cost are deducted from the gross carrying amount of the
assets.

Impact of the ECL model

(@  Impairment of trade receivables

As mentioned above, the Group applies the HKFRS 9
simplified approach to measure ECLs which adopts a
lifetime ECLs for all trade receivables. As at 1 January
2018, the Group's trade receivables amounted to
approximately HK$9,585,000. To measure the ECLs,
trade receivables have been grouped based on
shared credit risk characteristics. Applying the
lifetime ECLs model does not results in the
recognition of ECLs on 1 January 2018. There was
no change in the loss allowances for trade receivables
during the six months ended 30 June 2018.
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3. CHANGES IN HKFRSs (Continued)
A. HKFRS 9 FINANCIAL INSTRUMENTS (“HKFRS 9")

(Continued)

(ii) Impairment of financial assets (Continued)

Impact of the ECL model (Continued)

(b)

Impairment of loans to ultimate holding company

As at 1 January 2018, the Group's loan to ultimate
holding company amounted to approximately
HK$1,046,644,000 and the loan is considered to be
of low credit risk given that periodic payments have
been received with no history of default.
Furthermore, no adverse change is anticipated in the
business environment in which the ultimate holding
company is engaged. As such, the directors consider
that applying the 12-months ECLs model does not
results in the recognition of ECLs on 1 January 2018.
There was no change in the loss allowances for loan
to ultimate holding company during the six months
ended 30 June 2018.

Impairment of other receivables

As at 1 January 2018, the Group’s other receivables
amounted to approximately HK$125,151,000 and
these other receivables are considered to be low
credit risk. Applying the 12-months ECLs model does
not results in the recognition of ECLs on 1 January
2018. There was no change in the loss allowances
for these other receivables during the six months
ended 30 June 2018.
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3.

24

CHANGES IN HKFRSs (Continued)

HKFRS 9 FINANCIAL INSTRUMENTS (“HKFRS 9”)
(Continued)

(iii) Transition

The Group has applied the transitional provision in HKFRS
9 such that HKFRS 9 was generally adopted without
restating comparative information. The reclassifications and
the adjustments arising from the new ECLs rules are
therefore not reflected in the consolidated statement of
financial position as at 31 December 2017, but are
recognised in the condensed consolidated interim
statement of financial position on 1 January 2018. This
mean that differences in the carrying amounts of financial
assets and financial liabilities resulting from the adoption of
HKFRS 9 are recognised in retained profits as at 1 January
2018. Accordingly, the information presented for 2017
does not reflect the requirements of HKFRS 9 but rather
those of HKAS 39.

HKFRS 15 REVENUE FROM CONTRACTS WITH
CUSTOMERS ("HKFRS 15")

HKFRS 15 supersedes HKAS 11 Construction Contracts, HKAS 18
Revenue and related interpretations. HKFRS 15 has established a
five-step model to account for revenue arising from contracts
with customers: (i) identify the contract(s) with customer; (ii)
identify separate performance obligations in the contract; (iii)
determine the transaction price; (iv) allocate the transaction price
to the performance obligations; and (v) recognise revenue when
a performance obligation is satisfied. Under HKFRS 15, revenue is
recognised at the amount that reflects the consideration to which
an entity expects to be entitled in exchange for transferring
goods or services to a customer.

The Group has adopted HKFRS 15 using the cumulative effect
method with practical expedients whereby the effects of adopting
HKFRS 15 for uncompleted contracts with customers as at 31
December 2017 were adjusted to the opening balance of
retained profits at the date of initial application (i.e. 1 January
2018). As a result, the financial information presented for 2017
has not been restated.
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3. CHANGES IN HKFRSs (Continued)

HKFRS 15 REVENUE FROM CONTRACTS WITH
CUSTOMERS ("HKFRS 15") (Continued)

From 1 January 2018 onwards, the Group has adopted the
following accounting policies on revenues:

Revenue is recognised when or as the control of the good or
service is transferred to the customer. Depending on the terms of
the contract and the laws that apply to the contract, control of
the good or service may be transferred over time or at a point in
time. Control of the good or service is transferred over time if the
Group's performance:

o provides all of the benefits received and consumed
simultaneously by the customer;

. creates and enhances an asset that the customer controls
as the Group performs; or

o does not create an asset with an alternative use to the
Group and the Group has an enforceable right to payment
for performance completed to date.

If control of the good or service transfers over time, revenue is
recognised over the period of the contract by reference to the
progress towards complete satisfaction of that performance
obligation. Otherwise, revenue is recognised at a point in time
when the customer obtains control of the good or service.

The progress towards complete satisfaction of the performance
obligation is measured based on one of the following methods
that best depict the Group’s performance in satisfying the
performance obligation:

o direct measurements of the value transferred by the Group
to the customer relative to the remaining goods or services
promised under the contract; or

o the Group's efforts or inputs to the satisfaction of the
performance obligation relative to the total expected
inputs.
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3.

26

CHANGES IN HKFRSs (Continued)

HKFRS 15 REVENUE FROM CONTRACTS WITH
CUSTOMERS ("HKFRS 15") (Continued)

The Group provides a one-stop service from domain name
registration, website design services to website constructions with
specific add-on features to the website to small and medium
enterprise (“SME") customers. The Group accounts for these
contracts as a bundle of goods and services and such bundled
services as a whole is considered as a single performance
obligation. Revenue from such bundled services is recognised
over time by reference to the Group’s inputs to the satisfaction of
the performance obligation relative to the total expected input.
Payment received in advance that are related to the provision of
such bundled services not yet delivered to customers are deferred
and recognised as contract liabilities.

The Group provides various corporate cloud products such as
global corporate email, cloud storage and cloud computing
products to SME customers. Revenue from the corporate cloud
services are recognised on a straight-line basis over the contract
period. Payment received in advance that are related to the
provision of corporate cloud products not yet delivered to
customers are deferred and recognised as contract liabilities.

The Group also renders various internet-based services such as
internet marketing product, domain name registration service
without further bundled services and maintenance service to
customers. Revenue from provision of services is recognised when
the services are rendered according to the terms of the
agreements.

The following tables summarised the impact, net of tax, of
transition to HKFRS 15 on the opening balances of retained
profits and contract liabilities are as follows (increase/(decrease)):
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HZE2018%F6 A30HI1F61EA

BREMBRELENLE 2)
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BRUMBHREREUEISHERA
EFaWas((BBUMBERE
ERISE155 ) (@)
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Mt A - B R RER RS
B E M NN e 2 A uh R 2 —UA AR
%o ARE R EFERIESRIRE R
N BRAG AR » QA L R A0 AR TS B B AR
RE—BHET - REZRFRE 2
W TS EREEREAMEHRA
FhT KB KR A5 WA 2 A T
R AR E AR N FEP Z&
AR AR A B2 (N R & IR R BE TR 3
RRARAE -

AEBERP/NEETPRHSELE
TEM WEREEXEH EFEHR
EEER - KEEERG 2K
RAEHBRIZEAREEERER - 1250
WERE RN FEP Z R EEE
ERARZNRERTRIEL RS
aMamE-

AEBETAFFPRHSEEBEENR
IRTS - SRS HEEER - BAE
AR - I M — IR AR RS S a1
AR - LIRS < Was AR B 17 1
AR AR TS T DARERR -

TRE|ABEEREY B RELER
ISSREHREE N M A QA E 2B
EHRAENTZE(NBRBIE) (&
m/ R

HK$'000

FHET

Retained profits R 5 A (7,371)
Contract liabilities AHatE 7,371

Impact at 1 January 2018

MN2018FE1A1BZ
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

3. CHANGES IN HKFRSs (Continued)

B. HKFRS 15 REVENUE FROM CONTRACTS WITH

CUSTOMERS ("HKFRS 15") (Continued)

The following tables summarised the impact of adopting HKFRS
15 on the Group’s condensed consolidated interim statement of
financial position as at 30 June 2018 and its condensed
consolidated interim statement of profit or loss and OCI for the
six months ended 30 June 2018. There was no material impact
on the Group’s condensed consolidated interim statement of

cash flow for the six months ended 30 June 2018:

Impact on the condensed consolidated interim statement of
financial position as of 30 June 2018 (increase/(decrease)):

)\ FETHRE PEEBEEERAR

BLELr
B AR M EE o)

HZ=2018F6 A30H1E6fA

3. BRAUBHREENEE %)
B. BBUMKBREEREISHERE
EEFAHWBR(ETBMHHRE
ZERAE1555 ) (&)

TRBMRAT B RS LERFH
155 S AR E B 2018F6 A30H 2
R A R R R R EEE
20184 6 A30H IE6ME A = f§i B8 £7
AEFHERERAEMEEKRGER 2
2. REFEEHZE201846 308 1+
6B AR EaTR R e RERE
WEEBAFE

#ZE 201846 530 B HA AL A F
HUBRAR RN (A
D)) -

HK$'000

FET

Retained earnings (8,007)
Contract liabilities 8,007

The impact on the condensed consolidated interim statement of
profit or loss (increase/(decrease)) for the six months ended 30

June 2018:

HE E2018F6 A30H 1-61E A £
AR R HBRE R 2T E (N, CF

Revenue

Profit before income tax

Profit for the period

Total comprehensive income for the period

)
HK$'000
FET
(636)
P15 T A 4 A (636)
(636)
S (636)
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

4.

28

USE OF JUDGEMENTS AND ESTIMATES 4.

HECER=E
B AR M EE o)

HZE2018%F6 A30HI1F61EA

In preparing this condensed consolidated interim financial statements,
the significant judgements made by the management in applying the
Group'’s accounting policies and the key sources of estimation

uncertainty were the same as those that applied to 2017 annual

financial statements, except for new significant judgements and key

sources of estimation uncertainty related to the application of HKFRS 9

and HKFRS 15 as described in note 3.

SEGMENT INFORMATION

The Board has identified the enterprise cloud services as the only
business component in internal reporting for their decisions about

resources allocation and performance review.

ARkt 2ER
REARERGETR PN BHRERT  TEE
EREAAEEGTBRREEL 2 ERHH
AT T EERZ 2 EERIRE2017FF
R BRERMEAE AR - O3
MEEAESVEREENFEIRRES
B RS RIS 15 SRR 2 T E R HIET &
HEFTHEE A& EBRIERRIN o

72 EE R
EERRBLEZRBIBRERRTER
ARBRRTEAMERBRE R0 — 2T
BAHS

(Unaudited)

(REER)
For the six months ended 30 June
BZ6H30HL6MEA

2018 2017

HK$'000 HK$'000

FET FAT

Reportable segment revenue A 2o HU e 508,516 372,472

Reportable segment loss before income tax B 2 #4524 Fr S 5 Bl E5 18 (55,613) (27,905)

Bank interest income RITHLBUA 645 4

Other interest income Hu R B U A 39,903 53,909

Exchange gain HME W aR 5,648 -
Gain on trading of financial assets BEERANEBETABREY

at fair value through profit or loss DREE NS 1,529 -

Depreciation and amortisation e R (1,191) (1,442)

Finance cost A& A A (2) )

Fair value change on financial assets BARBEFABREZ

at fair value through profit or loss CREEAAEEY (10,554) -

Gain on disposal of subsidiaries HEME ARz W 428,952 -

Unallocated corporate expenses ROBRBEEREZ (10,020) (8,586)

Profit before income tax & BT 1S %53 Al v ) 399,297 15,978
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

5. SEGMENT INFORMATION (Continued)

)\ FETHRE PEEBEEERAR

BLELr
B AR M EE o)

HZ=2018F6 A30H1E6fA

5.

For the six-months ended 30 June 2018, approximately
HK$154,005,000 recognised by point in time and HK$354,511,000

recognised by over time respectively.

DEER (&)

H Z2018%F6A308 Ik X @ A 4
154,005,000 7T 2 % B 6 & B 52 - M
354,511,000 B L2 BER I HER ©

(Unaudited) (Audited)

(REBER) (&%)

30 June 31 December

2018 2017

2018 F 20174

6 H30H 12H31H

HK$’000 HK$'000

FHET FET

Reportable segment assets A2WHEEE 471,656 1,187,978
Reportable segment liabilities AIZHRHHEE (295,145) (502,157)
6. REVENUE AND OTHER OPERATING INCOME — 6. WMARHMEERAN — REHE

UNAUDITED

(@  The Group’s revenue represents revenue from enterprise cloud

services.

(b)  Other operating income:

2

() AEBBAEKXRBEEERE 2K
A e

(b) HALEWRA :

For the six months ended 30 June

BZ6HA30H1L6MEA
2018 2017
HK$'000 HK$'000
FExT FAT
Bank interest income HRATA B YA 778 385
Other interest income Efth A 2 YA 40,170 53,909
Government grants IZGNEEN = 258
Rental income e U A 12,200 10,295
Refund of value-added tax 18 (F R R N 6,522 2,397
Write-off of long outstanding payables REREERENRER
and receipt in advance TE UG SR IE T 4E = 1,563
Write-back of provision for impairment At JlE IR R IERL (B B A B
of other receivables - 20,845
Gain on trading of financial assets BERANEBEFABREYZ
at fair value through profit or loss EREEZ W 1,529 -
Exchange gain HNE IR 7 5,881 4,107
Sundry income FIFIA 1,314 1,015
68,394 94,774
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NOTES TO CONDENSED CONSOLIDATED B4R & H HA
INTERIM FINANCIAL STATEMENTS (coniueo B RS 8R R ML
For the six months ended 30 June 2018 HZ=20184 6 430 AL 61E S
7. FINANCE COSTS — UNAUDITED 7. BERR — RKEEZX
For the six months ended 30 June
HZ6H30HIL6MEA
2018 2017
HK$'000 HK$'000
F#E T &
Interest on bank loans RITERF B 2,209 3,509
Interest on finance leases RERER B 2 9
Amount recognised in profit or loss RIBHRER 2 £5 2,211 3,518
8. PROFIT BEFORE INCOME TAX — UNAUDITED 8. BRATEHANER — REEX
For the six months ended 30 June
BZ6A30AL6fEA
2018 2017
HK$'000 HK$'000
TF# T FET
The Group's profit before income tax is REBRBRATETANREF
arrived at after charging: TG T 5| & IEEBED -
Amortisation of intangible assets other than  BR B &4~ 28 7 i 4 *
goodwill* 12,562 6,370
Depreciation of property, plant and WME  BEMKETE —BBEE*
equipment — owned assets* 28,921 22,561
Depreciation of property, plant and M BERRETE —HEEE~
equipment — leased assets* - 183
Operating lease charges on At HAE s CEHEBA*
prepaid land lease* 272 251
Write-off of property, plant and equipment*  #1% - & K& i gE * 4 -
* included in other operating expenses * FTAH A SR
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

9. INCOME TAX EXPENSE — UNAUDITED

)\ FETHRE PEEBEEERAR

BLCERE
B AR M EE o)

HZE2018%F6 A30HI1F61EA

9. FEBAX — REFEX

For the six months ended 30 June

HZ6H30HIL6MEA
2018 2017
HK$'000 HK$'000
FHET FAT
Current tax charge for period HAANBNEARRIE ST 1Y
— Hong Kong Profits Tax — HENEN 5,222 6,064
— The People’s Republic of China (“PRC")  — FZE ARFFIE ([ E |) (2
Enterprise Income Tax (“EIT") Frig®i ([2EMEHD) 2,060 2,069
7,282 8,133
Deferred tax RIERIIE (491) (453)
Income tax expense FrigBif = 6,791 7,680

For the six months ended 30 June 2018, Hong Kong profits tax has
been provided at the rate of 16.5% (six months ended 30 June 2017:
16.5%) on the estimated assessable profits for the period.

PRC EIT has been provided on the estimated assessable profits of
subsidiaries operating in Mainland China at 25% (six months ended 30
June 2017: 25%), unless preferential rates are applicable in the cities
where the subsidiaries are located.

10. DIVIDEND
No dividend was paid and declared during the six months ended 30
June 2018. A special dividend in respect of the year ended 31
December 2017 of 0.5 HK cents per share (2016: Nil), amounting to a
total dividend of approximately HK$99,573,000 (six months ended 30
June 2017: Nil) was proposed and approved at the annual general
meeting of the Company held on 30 May 2018.

B Z=2018F 6 A30H1L6MEAR @ HHEFIE
IR AE T ERBUEF A 16.5% (B ZE
20176 A30H L6 A : 16.5%) 2 Fi X
VEH B -

BRIEMBRARIMER MR BEEEHE &
BB RPEGE 2B AR B E b
JE SR B 3% 25% (H £ 2017F 6 A30H
LIE6MEA : 25%) 2 B RMEH RIS
T -

10. BE

EHZ=2018F 6 4308 (L6 18 AB &R K&
TR E - B E2017F 12 A31 B IEFE
2RI B F AR AR D 0.5 L2016 4 ¢
M) IRB %X £ 99,573,000 T (B =
2017F6 A30HIEAEA : B)ERAR
AN 20185 A30 BT 2 IRRBF ARG
FRERHE -
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

11. EARNINGS PER SHARE — UNAUDITED

(@  The calculation of basic earnings per share is based on the profit
for the period attributable to the owners of the Company of
HK$393,560,000 (six months ended 30 June 2017:
HK$9,020,000), and on 19,914,504,877 (six months ended 30
June 2017: 19,914,504,877) shares in issue during the period.

(b)  Diluted earnings per share for both periods was the same as the
basic earnings per share as there was no potential dilutive share

in issue during the periods.

12. PROPERTY, PLANT AND EQUIPMENT —
UNAUDITED

During the six months ended 30 June 2018, the Group acquired
property, plant and equipment with a total cost of HK$2,509,000 (six

months ended 30 June 2017: HK$20,820,000).

During the six months ended 30 June 2018, property, plant and
equipment with net carrying amount of HK$4,000 (six months ended

30 June 2017: Nil) was written off by the Group.
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11. BRER — KKEZX

12.

(a)

(b)

BREARBF TR R RIER AL
HY A 3% F1)393,560,00078 T ( & =
20176 A30H 1E61E A : 9,020,000
B ) R EBRAE B TR®G
19,914,504,877 % ( 8 £2017F 6 A
308 1E61# A : 19,914,504,877F% )
FTE o

HRMERFESELEE IR EL
BERTRND - RREHE SRS
BN RGRERBFER -

MK BERRE — REEX

HZE2018F6 A30HIL61EAR - REE
4R 78 2,509,000 7% 7T (B = 20174 6 A 30
A1 61EA : 20,820,000/%8 T ) W iE ¥ % -
R R 55 o
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

13. TRADE RECEIVABLES

Trade receivables are due on presentation of invoices. Based on the

invoice dates, the aging analysis of the trade receivables is as follows:

)\ FETHRE PEEBEEERAR

BLELr
B AR M EE o)

HZ=2018F6 A30H1E6fA

13. BERE SR
PR 5 HOBR R

AR R H o EIRE

SHRBRBERBAHEL 2RO T

(Unaudited) (Audited)

(REEX) (&EZ)

30 June 31 December

2018 2017

2018 FF 20174

6 A30H 12H31H

HK$'000 HK$'000

F#ET FHT

0-90 days 0%90H 7,568 3,474
91-180 days 912180 H 3,676 4,025
181-270 days 1812 270H 1,567 480
271-360 days 271%360H 7 554
Over 360 days BB 360 H 5,452 23,603
Trade receivables, gross FEWE SR IEES 18,270 32,136
Less: Provision for impairment of receivables 3 : FEU 3R IE A B B (4,610) (22,551)
Trade receivables, net FEURE 5518 558 13,660 9,585
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NOTES TO CONDENSED CONSOLIDATED B4R & H HA
INTERIM FINANCIAL STATEMENTS (coniinves B A 3R R M EE )
For the six months ended 30 June 2018 HZ=20184 6 430 AL 61E S
14. TRADE PAYABLES 14. BHESNIE
Based on invoice dates, the aging analysis of the trade payables is as ENE SRR EZEABELY ZBRB DT
follows: mr
(Unaudited) (Audited)
(REEX) (&&= Z)
30 June 31 December
2018 2017
2018 £ 20174
6 A30H 12H31H
HK$'000 HK$'000
F#ET FHT
0-90 days 0%90H 22,932 12,046
91-180 days 91180 H 2,448 1,181
181-270 days 181£270H 323 1,661
271-360 days 2712360 H 480 3,595
Over 360 days i@ 360 H 5,543 10,871
31,726 29,354
15. SHARE CAPITAL 15. BRA
(Unaudited) (Audited)
(REEEZ) (e #EZ)
30 June 2018 31 December 2017
201846 A 30 H 2017912 A31H
No. of shares HK$°000 No. of shares HK$'000
REOEE F#&T & E T
Issued and fully paid: ERITRAR
At beginning and end of R FRRER
the period/year FIR 19,914,504,877 240,597 19,914,504,877 240,597
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NOTES TO CONDENSED CONSOLIDATED SRS h HA
INTERIM FINANCIAL STATEMENTS (e B % 35 S o
For the six months ended 30 June 2018 2201846 830 A 1F61EA
16. BUSINESS COMBINATIONS 16. ¥EBKEH/f
For the six months ended 30 June 2018, there was no business HZE2018F6H30H L-61& AMEES A G -
combination.
For the six months ended 30 June 2017, the Group acquired additional HZE2017F6 A30H L6 A KEER
55% equity interest in A E S A ERHEE B R AT (“Gouyong”) on 30 20173 A30 A ([ 4 A A Wk &0 49
March 2017 (the “Acquisition Date”). After acquisition, Gouyong HAEREER AR (T5A]) BEIN55% /%
became a 75% owned subsidiary of the Group. Gouyong is a company e EkER WEKAKNERH A
established in the PRC and is principally engaged in enterprise cloud 75% w2 WE R A - S0 AR B
services. The Group will expand its enterprise cloud services business ZAE  FERENPEERSE - AEEK
through this acquisition. FRERBEBTEEERBGES
The fair value of the identifiable assets and liabilities of Gouyong as at MEAZAHEERBERKREHBRZA
the Acquisition Date were as follows: REESFHINOT
(Unaudited)
(REEFEZ)
Fair value
AL
HK$'000
FH&T
Property, plant and equipment ME - BE R 74
Deposits, prepayments and other receivables (note (0)) &4 ~ 8 7R I8 & H i e W 7708 (FH3E (o)) 13
Cash and cash equivalents RERERHRELIAER 346
Other payables and accruals Eofth T 5RIE R EEHE A (452)
Provision for tax THIER (24)
Total identifiable net liabilities at fair value BAREBEAEUZRIBEFELBE (43)
Non-controlling interest FEFERR R 10
Fair value of 20% share of Gouyong held by S B BRI ANEE AT S 20% A
the Group immediately prior to Acquisition Date NR{BE (237)
Goodwill (note (b)) B2 (K5 Db)) 946
Fair value of consideration REZAREE 676
Purchase consideration BERE (676)
Purchase consideration payables ENEERE 346
Purchase consideration settled in cash LReENBERE (330
Add: Cash and cash equivalents in subsidiary acquired 0 : WENB AR ZIRE KERIESER 346
Net cash inflows in acquisition W ZBRERAFRE 16
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

16. BUSINESS COMBINATIONS (Continued)

Notes:

(a) As the acquisition of additional 55% equity interest in Gouyong is
considered as a step acquisition under HKFRS 3, equity interest of 20%
previously held in Gouyong was treated as if it were disposed of and
reacquired at fair value on the Acquisition Date. Accordingly, it was
remeasured to its acquisition-date fair value, and a loss on deemed
disposal of an associate amounted to HK$162,000 was recognised in

profit or loss for the six months ended 30 June 2017.

(b) The goodwill arising from acquisition of Gouyong represented the
synergistic effect by enabling the Group to expand its enterprise cloud
services business in a more efficient and cost-effective manner.

(0 The fair value and the gross amount of deposits, prepayments and other
receivables amounted to HK$13,000. None of these receivables was
impaired and it was expected that the full contractual amounts could be

collected.

(d) The Group incurred transaction cost of HK$85,000 for the acquisition
which have been expensed and recognised as administrative expense in

the profit or loss for the six months ended 30 June 2017.

(e) Gouyong contributed revenue of HK$48,000 and net loss of HK$941,000
to the Group since the Acquisition Date to 30 June 2017. Had the
acquisition occurred on 1 January 2017, consolidated revenue and
consolidated profit for the six months ended 30 June 2017 would have

been HK$372,648,000 and HK$7,568,000, respectively.
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)\ FETHRE PEEBEEERAR

NOTES TO CONDENSED CONSOLIDATED GLEEE S
|NTER|M FlNANClAL STATEMENTS (Continued) IE\ZI' i%ﬁ 2% Bﬂ' %I (#)
For the six months ended 30 June 2018 5201846 530H 6@
17. DISPOSAL OF SUBSIDIARIES 17. HEWMEAAE
For the six months ended 30 June 2018, the Group disposed of 92.36% HZE2018F6 A30B1L61EA  KERSD
equity interest in Digital HUIGU Real Estate Management Co., Ltd (“#% RAZEKIZER AR ZH B AR L ES8BEE
WEAEETHRMARAA") and 100% equity interest in Dadi ABEETERMD AR A F K&Dadi Music
Music Holding Ltd. to subsidiaries of ultimate holding company at Holding Ltd. 2 92.36% %4 & 100% A% #& -
consideration of approximately HK$520,600,000 and HK$8 respectively. RAE 5 RI49 4 520,600,000 T X 8E T °
The disposal was completed on 21 June 2018 and 7 May 2018 HEEIFE%N2018F6 421 H &2018
respectively. The carrying amount of the net assets of these subsidiaries F5R7HZR - ZEMBEBARIAEEH
at the date of disposal was as follows: ZEEEREBENT :
(Unaudited)
(RE&ER)
Carrying amount
FREE
HK$'000
FE T
Net assets disposed of: PR &EFEE -
Property, plant and equipment ME - BB MR 575,151
Goodwill GRS 3,142
Trade receivables FEWE 578 656
Deposits, prepayments and other receivables B - B RIE R E AL EWRIE 243,629
Cash and cash equivalents RekERBEEIER 1,160
Other payables and accruals Hib R FIEREEA (580,547)
Trade payables FERTE 55008 (5,828)
Provision for tax MIBEE (8,172)
229,191
Non-controlling interests IR R (22,966)
Exchange reserve released on disposal SRR 2 TE H R (72,909)
General reserve released on disposal HERRRRR 2 — R EEE (41,668)
Gain on disposal HEkE 428,952
Total consideration BRME 520,600
Satisfied by: AT S EA -
Cash He 520,600
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

17. DISPOSAL OF SUBSIDIARIES (Continued)
An analysis of net inflow of cash and cash equivalents in respect of the
disposal of subsidiaries was as follows:

BLELr
B AR M EE o)

HZ=2018F6 A30H1E6fA

17. HEMB AT (&)
HEMBATZBHS RERABSLERRA
SEEAWMT -

(Unaudited)
(REEEZR)
30 June 2018

20186 A 30 H

HK$'000

FHT

Cash consideration received BUIRERE 520,600
Cash and cash equivalents disposed of FrHERERERBESLIER (1,160)
Net cash inflow arising on the disposal of subsidiaries L &MB AR FEL ZESRAFE 519,440

18. CONTINGENT LIABILITIES 18. WAEE

(Unaudited) (Audited)

(REEXR) (BEZ)

30 June 31 December

2018 2017

2018 F 2017 4

6 A30H 12A31H

HK$°000 HK$'000

F#&T FHET

An associate el kNG 19,994 19,522

There have been no material developments in pending litigation again Banco de
Oro Unibank (formerly known as Equitable PCI Bank Inc. and then as Banco de
Oro-EPCI Inc.) (“Banco Unibank”), a Filipino bank, and Waterfront Philippines
Inc., a Filipino company, as disclosed in the Group’s annual audited financial
statements for the year ended 31 December 2017. Due to the pending litigation,
the Group is not able to obtain any updated indebtedness information from
Banco Unibank. Given the foregoing limitation, it is estimated that the
outstanding balance of the total indebtedness owing to Banco Unibank was
approximately US$2,548,000 (equivalent to approximately HK$19,994,000) by
reference to the unaudited financial statements of the associate as at 30 June
2018.
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

19.

20.

21.

CAPITAL COMMITMENTS
As at 30 June 2018, the Group had no commitment.

)\ FETHRE PEEBEEERAR

BLELr
B AR M EE o)

HZ=2018F6 A30H1E6fA

19. EAXEIE
A20184% 6 A30H » ZAN&E E I HAIE -

(Unaudited) (Audited)
(REER) (fe&=z)
30 June 31 December
2018 2017

2018 FF 20174

6 H30H 12A31H
HK$'000 HK$'000
FET FET

Contracted but not provided for BRI 4B AREME
in respect of:
— renovation work — BT IR

= 57,181

CREDIT FACILITIES

As at 30 June 2018, no interests in prepaid land lease payments under
operating leases and buildings was pledged to secure the credit facilities
granted to the Group (31 December 2017: with a carrying amount of
HK$595,491,000).

PENDING LITIGATIONS

There have been no material changes and developments in respect of
pending litigation cases of the Group since the disclosures in the
Group's annual financial statements for the year ended 31 December
2017.

20. EE®mE
H2018F6 A30H  AEBELDHIEAS
FEREZEFNLEHET 2B LM
e B8QRO7F12A3I8: E@EE A
595,491,000 7T) °

21. FRFR
BEAREEREE2017F12A31BILEE
CEEUBHRERBEUR  NEBZEFR
FATESXEHLER -
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

22. RELATED PARTY TRANSACTIONS — UNAUDITED
Remuneration for key management personnel which represents
amounts paid to the directors were as follows:

4R S P Hf
RS EY )

HZE2018%F6 A30HI1F61EA

22. BEFIRSG — REEX
TEEBRBAS MO BN TES S
% OHENT

For the six months ended 30 June

HZ6H30H1L61EA

2018 2017

HK$’000 HK$'000

FET FHT

Directors’ fees EE8e 236 225
Basic salaries, housing, other allowances EXFe  FE - HtEMR

and benefits in kind Bz 309 406

Pension scheme contributions EIRERTEIHERR 49 51

594 682

Included in other interest income of HK$40,170,000 (six months ended
30 June 2017: HK$53,909,000), amount of HK$39,904,000 (six months
ended 30 June 2017: HK$52,208,000) was interest income from
ultimate holding company in which Mr. Yu Pun Hoi has 59.25% (as at
30 June 2017: 54.15%) beneficial interests as at 30 June 2018.

Included in the rental income of HK$12,200,000 (six months ended 30
June 2017: HK$10,295,000), amounts of HK$6,704,000 (six months
ended 30 June 2017: HK$6,063,000) and HK$751,000 (six months
ended 30 June 2017: HK$710,000) were rental income from certain
subsidiaries of Nan Hai in which Mr. Yu Pun Hoi has 59.25% (as at 30
June 2017: 54.15%) beneficial interests as at 30 June 2018 and
companies in which Ms. Liu Rong has 72.47% to 80.00% (as at 30
June 2017: 72.47% to 80.00%) beneficial interests as at 30 June 2018
respectively.

As at 30 June 2018, included in the rents and property management
fee of HK$26,768,000 (six month ended 30 June 2017:
HK$25,615,000), the amounts of HK$829,000 and HK$221,000 for the
period from 1 January 2018 to 20 June 2018 and for the period from
21 June 2018 to 30 June 2018 (six months ended 30 June 2017:
HK$812,000) were rents and property management fee to certain
subsidiaries of Nan Hai respectively in which Mr. Yu Pun Hoi has
59.25% (for the six months ended 30 June 2017: 54.15%) beneficial
interests.
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T E A FI B UA 40,170,000 7T (E Z 2017
F6HA30H1E61EA : 53,909,000 7C)F
39,904,000 7% 7T (= 201746 A 30 H 1L 61
A 152208000/ L) BB TmAEEER
20184 6 A30 HE =45 59.25% (74 2017
F6H30H :54.15%) Bam 2 & IEER R
ALZFBUA ©

FEF 4L U A 12,200,000 7T (B £ 2017 46
A308 1618 A : 10,295,000 T ) & -
6,704,000/8 7T (B £ 20176 A30H 1-61#
H 16,063,000/ 7T.) % 751,000% 7T ( & &=
201756 A30R k6 A : 710,000 7T )
ADRARE FRELEENR2018F6H30H
E &= % B59.25%( R2017F6A308 -
54.15%) #wm 2 FEE T & THEB AR &E
B+ M2018F6 B30 B ERIEAR 72.47%
Z80.00% (R2017F6 A30H : 7247% &
80.00%) 2 AR FAEWA °

720186 A308 EHERMEEES
F326,768,0007% T (#, 2201746 A30H
1E/Xf@ B : 25,615,00058 7T ) 1 © B2018
F1A1HE2018F6 A20 B A KB
201846 A21H £201846 A30H Hi [
2 829,000 7T % 221,000 7T (i &= 2017
F6H30HLEEA : 812,000 7T) 9 7l
BRATREEAEEZHEES25% (B =E
20176 A30HIE/NE A : 54.15%) =
ZHEBETWBRARINZ2HERMES
BEMA-



NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

22,

23.

RELATED PARTY TRANSACTIONS — UNAUDITED
(Continued)

Included in the revenue of HK$508,516,000 (six months ended 30 June
2017: HK$372,472,000), amount of HK$4,633,000 (six months ended
30 June 2017: HK$1,471,000) and HK$217,000 (six months ended 30
June 2017: HK$224,000) were enterprise cloud service income from
certain subsidiaries of Nan Hai in which Mr. Yu Pun Hoi has 59.25% (as
at 30 June 2017: 54.15%) beneficial interests as at 30 June 2018 and
companies in which Ms. Liu Rong has 72.47% to 80.00% (as at 30
June 2017: 72.47% to 80.00%) beneficial interests as at 30 June 2018
respectively.

Except as disclosed above and elsewhere in these condensed
consolidated interim financial statements, there was no other material
related party transaction during the periods.

FAIR VALUE MEASUREMENTS

The fair value of financial assets with standard terms and conditions
and trade on active liquid markets are determined with reference to
quoted market prices.

The following table presents financial assets and liabilities measured at
fair value in the condensed consolidated statement of financial position
in accordance with the fair value hierarchy. The hierarchy groups
financial assets and liabilities into three levels based on the relative
reliability of significant inputs used in measuring the fair value of these
financial assets and liabilities. The fair value hierarchy has the following
levels:

— Level 1. quoted price (unadjusted) in active markets for identical
assets and liabilities;

— Level 2:  Inputs other than quoted prices included within Level 1
that are observable of the asset and liability, either
directly (i.e. as prices) or indirectly (i.e. derived from

prices); and

— Level 3: inputs for the asset or liability that are not based on

observable market data (unobservable inputs).

The level in the fair value hierarchy within which the financial asset or
liability is categorised in its entirety is based on the lowest level of input
that is significant to the fair value measurement.

)\ FETHRE PEEBEEERAR

4R S P Hf
RS EY )

HZE2018%F6 A30HI1F61EA

22,

23.

BEFRS — AEEBEX#E)

FE U A 508,516,000 7T (B, £ 2017 F 6 A
308 1-618 A : 372,472,000 7T ) & -
4,633,000/ L (E £2017F6 A30H IF6
& A 1,471,000 7T ) % 217,000 7% 7T (&
F2017F6 A30H1E61E A : 224,000 T)
DREREA T REEER20184F6 A30H
HEm A 59.25% (R2017F6 5308 1k6
B :54.15%) 2 mEETETHE
NaI MBI 2018F 6 A30B EX %
H72.47%%80.00%(7A2017F 6 A30H :
72.47% £ 80.00% )z 2 ARl P EER
TEUA -

B X BB T MU R AR
EATEE RS - P M B AR
%5

DREETE

P 5 13 R 2 R P LB BB T 45 B
BE2SREEZARBENSENSRE
0 =

TREIRBEANBERBREREA M
BRRBERRANBEFEZEHEER
BE - URBREAELSSBREENE
BzArnEEMEATI2HABEZAY
Al BeREERABEIRZE-
AAEBERBOBATEE

/

HREEKBERERETS
ZHRECRERE)

HREERBEMAEX(BE
&) & (A ERESE)
ABREzZGABE(TER
FIEMESZHRE) Rk
— F3E: WIHFRETEEMSEEM
BHZEERRBEENBA
(ELEEBAN) °

CHEENRBEEMERAZANER

BBAZER  DERBRAAEENER
EXZHBEERBAERED -
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

23.

42

FAIR VALUE MEASUREMENTS (Continued)

The financial assets and liabilities of the Group measured at fair value in
the condensed consolidated statement of financial position are grouped

into the fair value hierarchy as follows:

At 30 June 2018 (Unaudited)

7201846 A 30 A (REHFEK)

BLELr
B AR M EE o)

HZ=2018F6 A30H1E6fA

23.

Level 1

F1E

HK$"000
TR

DREEE@
AEBEREPEEHBERRRRIZAN B
BBz ERAERAEDEDAATA
REERE

Level 3
E3E
HK$'000
TET

Level 2
£2E
HK$'000
THET

At
HK$'000
TR

Assets BE
Financial assets at fair value BAREBETABREREZ
through profit or loss TRIEE
— Listed equity investments — EmRAEE 51,790 = = 51,790
— Club debenture —gMES - 324 - 324
Financial assets at fair value BEAAEBEFAHEMEEKE
through other ZEREE
comprehensive income
— Unlisted equity investment —JE L MR E = = 120 120
Total fair values DAEEER 51,790 324 120 52,234
At 31 December 2017 (Audited) #2017 412 A 31 B (8EH)
Assets BE
Financial assets at fair value RAREEABREZ 103,500 - - 103,500
through profit or loss CREE
Available-for-sale financial assets ~ A[ft H&E 7 &R EE - 324 - 324
Total fair values NRBEERE 103,500 324 - 103,824

The fair values of the listed equity securities classified as financial assets
at fair value through profit or loss are determined with reference to the
quoted market bid price available to the relevant stock exchanges as at
the end of reporting period. Given that the relevant stock exchanges
are considered as active markets, the fair values of the listed equity
securities are grouped into Level 1.

The fair value of the club debenture is determined with reference to the
quoted market bid price available to the second-hand market as at the
reporting date. Given that the second hand market is not considered as
an active market, the fair values of the club debenture are grouped into
Level 2.
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NOTES TO CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2018

23.

24,

)\ FETHRE PEEBEEERAR

HECER=E
B AR M EE o)

HZE2018%F6 A30HI1F61EA

FAIR VALUE MEASUREMENTS (Continued) 23. AREEFE®)
Given that the fair value of unlisted equity investments has no BHARIEFTREREZ ANBERZ AJTE
observable market data, the amounts are grouped into Level 3. In the RSEE  WEMLSBEIAEIE - AR
opinion of the directors of the Company, the fair value as at 30 June RIZEERA R2018F6 A30R 2 ARE
2018 does not differ significantly from the amount initially recognised. BHEOSERALBIEERERE -
There have been no significant transfers between levels 1, 2 and 3 in NIRERME F1E - F2EHEIEZH
the reporting period. The methods and valuation techniques used for WEREBREE - ARFEAABEZIAE
the purpose of measuring fair value are unchanged compared to the Ko fe (B 1 i BB 1T 2R 45 AR e 4 N o
previous reporting period.
Reconciliation for financial instruments carried at fair value based on BRERTABEEHAEE(FIE)FEZ
significant unobservable inputs (Level 3) are as follows: BEARBEYNERZz &/ T EZHIRES 0
T
HK$'000
F#ET
Financial assets at fair value through other BEAABEFAEMEZEKEZ
comprehensive income — Unlisted equity SRIEE —FLTREIRE
investment
At 1 January 2018 (audited) 201841 A1 8 (KHEZ) =
Reclassified from available-for-sale investment RN B BB SRS 4RI 55 9 Sk
upon adoption of HKFRS9 AL EREENHE 120
At 1 January 2018 (restated) 201841 A1 H (k&%) 120
At 30 June 2018 (unaudited) 7201845 6 A30 B (REEX) 120
EVENT AFTER REPORTING DATE 24, HMEHEEE

The directors of the Company declared a special dividend of 2.3 HK
cents per share, amounting to a total dividend of approximately
HK$458,034,000, on 11 July 2018 and such dividend was paid on 10
August 2018.

AATEBR2018F7 A1 BEIREHIMK
EERBM23BM BEREY
458,034,000/ 7T * A IR B R 20184F 8
B 10 BIRAf -
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MANAGEMENT DISCUSSION AND
ANALYSIS

Business Review

By virtue of the comprehensive cloud computing infrastructure services,
e-commerce and total “Internet+” solutions offered for corporate clients
in the People’s Republic of China (“PRC"), the Group spent unremitting
efforts on the development of digitalization and smart operation.
Leveraging on its unremitting efforts, the Group has successfully
established an outstanding national business and localized service
network in the industry, so as to effectively address “the last kilometer”
problems from service providers to corporate clients. In the meantime, in
respect of product development, after prolonged exploration and
promotion, the Group successfully launched a series of leading cloud
services corporate digitalization and transformation in the industry. # 1
B) N BB 9 B BR A & (CE Dongli Technology Company Limited, “CE
Dongli”)'s portal business and 1t R ¥ 4 £085 {5 Bl B R A A (Beijing
Xinnet Cyber Information Company Limited, “Xinnet”)’s cloud computing
services have also commenced stably, which played a significant role in
promoting the growth of the number of users.

During the reporting period, with key subsidiaries CE Dongli and Xinnet
as its main business entities, more efforts were continuously made in the
development of cloud services for corporate digitalization and smart
operation by providing comprehensive laaS (Infrastructure as a service),
cloud application, corporate e-commerce services, “corporate
digitalization transformation” total solutions and big data-based business
intelligence cloud service to the PRC market. During the reporting period,
turnover of the Group was approximately HK$508.5 million (for the six
months ended 30 June 2017: HK$372.5 million), representing an increase
of approximately 36.5% over the corresponding period of last year. Profit
before income tax was approximately HK$399.3 million (for the six
months ended 30 June 2017: HK$16.0 million) .The increase is mainly
due to the profit arising from the completion of disposal of 92.36%
equity interests of IFEAREXEIERMH AR QA (Digital HUIGU Real
Estate Management Co., Ltd.) by the Group during the six months ended
30 June 2018 (please refer to note 17 of this report). The Company
declared a special dividend of 2.3 HK cents per share on 11 July 2018
from the proceeds received from such disposal and such dividend was
paid on 10 August 2018.
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

Business Review (continued)
CE Dongli

With 19 years’ experience of being a services provider for enterprises in
the PRC, CE Dongli has successfully established a corporate “Internet+"
product operating system as well as an extensive business and localized
service network, providing corporate digitalization and operation
solutions. During the reporting period, CE Dongli continued to strengthen
the management of its direct branch offices and further enhanced its
localized service capacity through the establishment of customer care
divisions in various branches across the PRC. In particular, the
enhancement in service capacity of the “the last kilometer”, which is
crucial to enterprises, would make such services closer to user needs. In
addition to providing digitalization and operation solutions for SMEs, CE
Dongli is also constantly exploring new market opportunities. During the
reporting period, CE Dongli launched a high-end customized brand CE
Ultimate (FF{&& 2 ), which is committed to providing high-end customers
with a continuous “Internet +” digitalization and smart operation flagship
service, shaping efficient Internet integrated marketing communications,
with a view to creating brand-new business value. Since its inception, CE
Ultimate has provided a full range of smart services of Internet
information for more than a dozen Fortune Global 500 companies and
approximately 100 Fortune 500 companies in the PRC. In the meantime,
in respect of research and development of new products and supported
by the “middle structure of business” (Z 7% & &), more emphasis was
put on the needs of different industries and clients under different stages
S0 as to provide customized products and industry solutions to meet the
needs of enterprises or certain specific industries.

Xinnet

During the reporting period, Xinnet continued its cloud services such as
laaS, domain name hosting and synergistic communication for SMEs and
micro-enterprises through internet online and distributor channels
established across the PRC. In 2017, after Xinnet officially launched
“Arrow Cloud (&7 B8 )", its self-developed new generation cloud
computing product, in respect of research and development, the Group
continued to develop a cloud business platform and operation platform
around Arrow Cloud products, effectively ensuring the strategic
implementation of the new cloud computing business, and improving the
operational efficiency while bringing better experience to customers. On
this basis, Xinnet regards its own cloud products as its core and provides
users with more extensive value-added products and a more
comprehensive cloud service experience through the application and
service market.
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

Prospects

The management of the Group considers that enterprises in the PRC will
continue to increase its investment in digitalization and transformation,
and business intelligence services based on big data will be developed.
Although it still takes time for market ramp-up and promotion, cloud
services for corporate digitalization and smart operation and industrial
solutions will enjoy enormous room for development. Going forward, the
Group will continue to improve its ground services capability by regarding
users as its core, relying on the industry and making full use of Internet,
which allows it to quickly respond to the needs of enterprises and provide
timely solutions to issues. Meanwhile, the Group will enhance its overall
operational capability and online services capability. In respect of product
application, with an in-depth understanding of the industry’s business
scenarios, the Group will quickly respond to the needs of business
scenarios in different industries based on the cloud product model and
the “middle structure of business” (37 & ). Furthermore, the Group
will also increase its capital investment in data centre, cloud computing
technology, automatic operation and maintenance technology as well as
big data technology, and enhance its overall technical core competence
to further develop and optimize its products and services for the
enterprise’s digital intelligent business scenario.

Financial Resources and Liquidity

The Group continued to adopt prudent funding and treasury policies. As at
30 June 2018, net assets attributable to the owners of the Company
amounted to approximately HK$1,960.6 million (31 December 2017:
HK$1,806.0 million), including cash and bank balances of approximately
HK$704.8 million (31 December 2017: HK$304.9 million) which were mainly
denominated in Renminbi, United States dollars and Hong Kong dollars. As
at 30 June 2018, the Group had no bank borrowings (31 December 2017:
bank borrowings and finance lease liabilities amounting to HK$163.4 million).
The Group currently has not taken any interest rate hedge.

As at 30 June 2018, the Group's gearing ratio, which is calculated as net
debt divided by the total equity plus net debt, was not applicable (31
December 2017: not applicable). The Group recorded net cash as at 30
June 2018, gearing ratio is therefore not applicable.

As at 30 June 2018, the Group had no capital commitment (31 December
2017: HK$57.2 million).

As at 30 June 2018, the Group's contingent liabilities were approximately
HK$20.0 million (31 December 2017: HK$19.5 million) in connection
with the guarantees given to secure credit facilities. Details are set out in
note 18 to the financial statements.

As at 30 June 2018, no interests in leasehold land and buildings was
pledged to secure the credit facilities granted to the Group (31 December
2017: certain interests in leasehold land and buildings pledged amounting
to HK$595.5 million).
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

Exposure to Fluctuation in Exchange Rates

The majority of the Group’s borrowings and transactions were primarily
denominated in Renminbi. Both the operating expenses and revenue
were primarily denominated in Renminbi. The Renminbi exchange rate is
expected to fluctuate due to uncertainties in global economic
development. The Group's reported assets, liabilities and results may be
affected by the Renminbi exchange rates. During the reporting period,
fluctuation in Renminbi exchange rates affected the assets and liabilities
translation from Renminbi into Hong Kong dollar in financial reporting of
the Group, and the Group will keep reviewing and monitoring the
fluctuation in exchange rates between Renminbi and Hong Kong dollar.
The Group proactively seeks management measures to minimize the
impact arising from risks and uncertainties as far as practicable, and
considers using foreign exchange hedging instruments (if appropriate)
from time to time, to minimize the risk exposure arising from changes in
Renminbi exchange rates. As at the date of this report, the Group has not
used any foreign exchange hedging instruments.

Employees and Remuneration Policy

The Group employs and remunerates its employees based on their
qualifications, experience and performance. In addition to basic salary
payments, other benefits include housing, contributions to mandatory
provident fund, group medical insurance, group personal accident
insurance and examination leave and etc. Employees are eligible to be
granted share options or awarded shares (as the case may be) under the
Company’s share option scheme or share award scheme at the discretion
of the Board. In general, salary review is conducted annually. As at 30
June 2018, the Group had approximately 6,949 employees (30 June
2017: 6,972 employees). The salaries of and allowances for the
employees for the six months ended 30 June 2018 were approximately
HK$408.2 million (for the six months ended 30 June 2017: HK$312.3
million).

The Group focuses on providing skill and quality training for various levels
of staff, and provides on-the-job capability training to its staff; in respect
of staff quality, corresponding training on personal work attitude and
work habits is also provided.

Events Subsequent to Reporting Period

The Company declared a special dividend of 2.3 HK cents per share on 11
July 2018 and such dividend was paid on 10 August 2018.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 30 June 2018, the interests and short positions of the directors and
chief executive of the Company in 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"))
as recorded in the register required to be kept under Section 352 of the
SFO or as otherwise notified to the Company and The Stock Exchange of
Hong Kong Limited (the “Hong Kong 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 Rules Governing the Listing
of Securities on the Hong Kong Stock Exchange (the “Listing Rules”) were
as follows:

The Company

Long position in shares in issue

EERNROREBRS 2%

wmRRE

MR2018F6 A30H  ARREERFTETH
ABRAERB S EEMBR LB (EEXREHF
REAE GO ([FH R EBEEG ) FEXVE) 2’
7 BERNRESFF - HHALERNRERE
FRHEEAEIETFE 2 BT E iR
BEBBAEZZMABRAR ([ HEBRA]) &
F EmRA ETRAD WER 10578 L2
TAEFETBESF R ZMBRESTA([FEST
B s A BT A E A Q B R BB AT 2
e RORBIT -

ENAN
REBFTRG 2178

Approximate

Capacity/Nature Number of percentage
Name of Director of interest shares held holding Notes
BREQ
EEnE B HntE RGO EE BOL ftat
Yu Pun Hoi ("Mr. Yu") Corporate interest 12,838,585,316 (L) 64.47% 1
Tog (T TRED NRER
Chen Ming Fei Family interest 6,120,000 (L) 0.03%
BROSFR ENT 3
Corporate interest 199,100,000 (L) 1% 2
NEHER
Fung Wing Lap Personal interest 10,000 (L) 0.00005%
ISR (BN
Notes: Hiat -
1. Mr. Yu, by means of his corporate interest, controls the exercise of more than 1. TRABBEARERHEEN AR AIERA B

one-third of the voting power at the general meetings of Nan Hai, the holding
company of the Company. These 12,838,585,316 shares were collectively held
by Goalrise Investments Limited, View Power Investments Limited and Wise
Advance Investments Limited, all of which are wholly-owned subsidiaries of Nan
Hai. As such, Mr. Yu was taken to be interested in these shares for the purposes
of Part XV of the SFO.

2. These 199,100,000 shares were held by Top Standard Consultants Limited, a
company wholly owned by Mr. Chen Ming Fei.

3. (L) denotes long position.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND
UNDERLYING SHARES (continued)

Associated Corporations

As disclosed above, Mr. Yu is entitled to control the exercise of more than
one-third of the voting power at the general meetings of Nan Hai. As
such, Mr. Yu is taken to be interested in the shares of the associated
corporations of the Company within the meaning of Part XV of the SFO.
Nan Hai is a company whose shares are listed on the Hong Kong Stock
Exchange, and is an associated corporation of the Company within the
meaning of Part XV of the SFO. As at 30 June 2018, the interests of the
directors of the Company in shares and underlying shares of Nan Hai
were as follows:

Nan Hai

Long and short positions in shares in issue

)\ FETHRE PEEBEEERAR

EERNROREBRS 2%

mRRE

MHEEE

wnEMATHE  FAEBEEREEZRERS
FAEHETERB= S — 2R ERE - At - 1R
BEFNBEEMEXVE - ThRAERKRAE
BADNRAEAE 2 # - FERDREEH
RETET  RIBEFEEFRIEEGIEXVEL - IR
AR ABRNNT 2B EE - 201846 A 30
B ARBIEERMSESRZRH REERG
ZHREZRINT ¢

i
REZITRIDZHERAKE

Approximate

Capacity/Nature Number of percentage

Name of Director of interest shares held holding Notes
BREBQ

EEpns 5 EEtE PR #E Aotk izt
Mr. Yu Corporate interest 40,673,177,261 (L) 59.25% 1
T4 NI o 9,733,091,482 (S) 14.18% 2
Chen Ming Fei Family interest 2,800,000 (L) 0.004%
BRIG AR Rk
Fung Wing Lap Personal interest 15,756 (L) 0.00002%
ISR 8 A#E
Notes: Hiat

1. These 40,673,177,261 shares were collectively held by Rosewood Assets Ltd.,
Pippen Limited, Staverley Assets Limited, First Best Assets Limited and Unicorn
Assets Group Limited, companies indirectly wholly-owned by Mr. Yu through
Dadi Holdings Limited, a company wholly-owned by Mr. Yu.

2. These 9,733,091,482 shares were charged by Pippen Limited, a company
indirectly wholly-owned by Mr. Yu through Dadi Holdings Limited, a company
wholly-owned by Mr. Yu.

3. (L) denotes long position and (S) denotes short position.

Save as disclosed above, as at 30 June 2018, none of the directors nor
chief executive of the Company had any interests or short positions in
shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept under Section 352 of the SFO
or otherwise notified to the Company and the Hong Kong Stock
Exchange pursuant to the Model Code as set out in Appendix 10 to the
Listing Rules.

1. %% 40,673,177,261 RIRMD DRI TR EFBE
ZEBEENRAARMIERERATFTEDN
Rosewood Assets Ltd. ~ Pippen Limited - Staverley
Assets Limited * First Best Assets Limited &z
Unicorn Assets Group Limited f#% & 5 4H

2. 259,733,091 482 R TREBREEE
HAEORRAKMIZERERAREEZEREN
Pippen Limited 3 °

3. (LIEFAE - (SRR -

Br EXCPTIEESN 0 R2018F6 A30H @ &
ARBEEREBITRABMEREA AR SET
AREEE (& RESF REERMIEXVED)
25~ ARG S ESFTEEBRLERRE
BERBEKRHFEISEEE Z EEME - =%
EAR YR b R BB 8% 10 B & Y 42 22 <F Bl 5t LA
Hip 5 NG AR T RE B T2 s sk

A

=
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SHARE OPTION SCHEME

On 28 May 2012, the Company adopted a share option scheme (the
“Scheme”). Under the Scheme, share options may be granted to
directors, employees of the Group and those who have contributed or
will contribute to the Group at any time within ten years after its adoption
at the discretion of the Board of the Company.

Since the adoption of the Scheme and during the six months ended 30
June 2018, no share option has been granted, exercised, cancelled or
lapsed under the Scheme and there was no outstanding share option
under the Scheme as at 30 June 2018 and up to the date of this report.

EMPLOYEE BENEFITS

A.

50

Share Award Scheme

On 8 February 2018, the Board of the Company adopted a share
award scheme (“Share Award Scheme”), and the specific objectives
of the Share Award Scheme are to recognize the contributions by
the Group’s personnel and to provide them with incentives in order
to retain them for the continual operation and development of the
Group. Subject to the provisions of the Share Award Scheme, the
Board may, from time to time, at its absolute discretion select any
eligible participant (other than any excluded participant) for
participation in the Share Award Scheme as a selected participant,
and grant such number of awarded shares to any such selected
participant at no consideration and in such number and on and
subject to such terms and conditions as it may in its absolute
discretion determine. The Share Award Scheme does not constitute
a share option scheme pursuant to Chapter 17 of the Listing Rules
and is a discretionary scheme of the Company.

Pursuant to the Share Award Scheme, the awarded shares will be
comprised of (i) new shares issued by the Company to the selected
participants; or (ii) existing shares purchased by the trustee on the
market, the costs of which will be borne by the Company, and the
shares of which will be held on trust by the trustee for the selected
participants before vesting. The Board shall not make any further
award of awarded shares which will result in the total number of
shares awarded by the Board under the Share Award Scheme
exceeding 830,000,000 shares (representing 4 per cent of the share
capital of the Company assuming the enlargement of the
Company'’s issued share capital following the issuance of the said
830,000,000 shares).
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EMPLOYEE BENEFITS (continued)

A.

Share Award Scheme (Continued)

The Share Award Scheme shall terminate on the earlier of the last
day of the 10th anniversary of the adoption date; and such date of
early termination as determined by the Board by a resolution of the
Board, provided that such termination shall not affect any subsisting
rights of selected participants.

Since the adoption of the Share Award Scheme and up to the date
of this report, no awarded shares has been granted under the Share
Award Scheme.

Other Employee Benefits

In December 2017, CE Dongli, a subsidiary of the Company,
implemented a scheme (the “CE Scheme”) to incentivise the senior
management of CE Dongli (the “CE Senior Management”).
Pursuant to the CE Scheme, the Group will effectively grant a total
of 15,996,402 units of right to receive profit-share and bonus
reward (the “Bonus Reward”) to CE Senior Management. The
recipients of such Bonus Reward have the right to exercise at the
price of RMB1 for each unit of Bonus Reward in return for one unit
of equity interest in CE Dongli (the “CE Interest”). Upon the
exercising of all units of Bonus Reward, the CE Senior Management
will in substance indirectly hold a total of 6.6% of the CE Interests.
Within one year after the expiry date of the Scheme (i.e. 31
December 2022), it is mandatory for the Group to buy back all of
the CE Interests from the CE Senior Management (the “Buy-back”)
and there is no choice for the Group or the CE Senior Management
to opt for alternative equity settlement. The CE Scheme is in
substance a long-term employee benefits in form of profit-sharing
and bonus plan and lasts for a period of 5 years up to 31 December
2021. The CE scheme does not constitute a share option scheme
pursuant to Chapter 17 of the Listing Rules and is a discretionary
scheme of CE Dongli.

As at 30 June 2018, a total of 3,436,200 units of the Bonus Reward
were granted to the CE Senior Management and 1,718,100 units
of which were exercised.
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS

As at 30 June 2018, those persons (other than directors and chief
executive of the Company) who had interests and short positions in
shares or underlying shares of the Company as recorded in the register
required to be kept by the Company under Section 336 of the SFO were
as follows:

Name of person holding an interest

S

TERRZERRAR

M2018F6 H30H  IRBEALQNAIERES K
HEIRDIE 336 16T B 2 S MATREE: - AT
AL (ARREEREBITRABBRINAAR
Al RSB NP AR RAR

Approximate

in shares which has been disclosed to Number of shares percentage of

the Company under Divisions 2 and 3 in issue subject to issued share capital

of Part XV of the SFO Nature of interest long position of the Company Note
BRERBESRBERAEXVE

F2R3IDMWEMAFDARERS BRIRZ BAEDRS BT

Bz ALEH EEME ERITROHBE BAZBHBESE A7
Nan Hai Corporate interest 12,838,585,316 (L) 64.47% 1
2] AR

Note: sk -

1. Those 12,838,585,316 shares were collectively held by Goalrise Investments 1. #%%12,838,585,316 A% (5 o B8 2 2 A K

Limited, View Power Investments Limited and Wise Advance Investments Limited,
all of which are wholly-owned subsidiaries of Nan Hai.

2. (L) denotes long position.

Save as disclosed above, as at 30 June 2018, no person (other than
directors and chief executive of the Company) had notified to the
Company any interests or short positions in shares or underlying shares of
the Company which was required to be recorded in the register kept by
the Company under Section 336 of the SFO.
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PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of its listed securities during the six months ended 30 June
2018.

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend for
the six months ended 30 June 2018 (for the six months ended 30 June
2017: Nil).

CORPORATE GOVERNANCE

In the opinion of the Board, the Company has complied with the
Corporate Governance Code and Corporate Governance Report (the "CG
Code"”) as set out in Appendix 14 to the Listing Rules throughout the six
months ended 30 June 2018, except for the deviation mentioned below:

CG Code Provision A.2.1 stipulates that the roles of chairman and chief
executive officer (the “CEQ") should be separated and should not be
performed by the same individual.

Since 2 January 2018, the Company has rectified the previous deviation
concerning CG Code Provision A.2.1 by the appointment of Mr. Chen
Ming Fei as the CEO and Ms. Liu Rong as chairlady of the Board with
effect from 2 January 2018. Prior to 2 January 2018, the role of CEO was
also performed by Mr. Yu Pun Hoi, the then chairman of the Company.
The Board believed that vesting the roles of both chairman and CEO in
the same person provided the Company with strong and consistent
leadership, and allowed for effective and efficient planning and
implementation of business decisions and strategies. By appointing Mr.
Chen Ming Fei as the CEO and Ms. Liu Rong as chairlady of the Board
with effect from 2 January 2018, the Company has complied with the
requirements under CG Code Provision A.2.1 since 2 January 2018.
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DISCLOSURE PURSUANT TO RULE 13.20
OF THE LISTING RULES

On 29 May 2009, the Company as lender and Nan Hai, the ultimate
holding company and connected person of the Company, as borrower
entered into a loan agreement (the “Loan Agreement”) in relation to the
loan in the principal amount of HK$1,645.5 million advanced by the
Company to Nan Hai (the “Loan”). The Loan was advanced for the
settlement of the consideration payable to the Company pursuant to the
sale and purchase agreement entered into between the Company and
Nan Hai on 13 November 2007, in relation to the sale of 51% issued
share capital of Listar Properties Limited by the Company to Nan Hai. The
Loan Agreement was later supplemented by the first supplemental
agreement, the second supplemental agreement, the third supplemental
agreement and the fourth supplemental agreement dated 20 May 2011,
31 October 2012 , 9 May 2013 and 30 April 2015 respectively, which
among other things extended the repayment date for the outstanding
principal and varied certain terms and provisions of the Loan Agreement.

On 2 May 2017, the Company as lender entered into a supplemental
agreement with Nan Hai as borrower in relation to the extension of the
repayment date for the outstanding principal for two years from 30 June
2017 to 29 June 2019. As at 30 June 2018, the outstanding principal and
the accrued interests are approximately HK$1,005,858,000 and
HK$80,391,000 respectively which are being secured by the share
mortgage (by way of first fixed charge) dated 7 December 2012 executed
by Nan Hai in respect of the 100% issued share capital of Nan Hai
Development Limited, a wholly-owned subsidiary of Nan Hai. The Loan is
subject to an interest rate of 8.0% per annum accrued daily during the
extension period based on a 365-day year and shall be paid in arrears
when the outstanding principal shall be repaid or prepaid. The default
interest rate is 10.0% per annum on the default amount accrued daily
based on a 365-day year.

On 21 June 2018, the Company as lender and Digital HUIGU Real Estate
Management Co.,Ltd. (“Digital Huigu”), the subsidiary of Nan Hai and a
connected person of the Company, as borrower, entered into a loan
agreement (the “2018 Loan Agreement”) in relation to the loan in the
principal amount of approximately HK$342,506,000 owed and payable
to the Company and its subsidiaries by the Digital Huigu. Such amount
owed became a term loan repayable within three years from the date of
the 2018 Loan Agreement (the “2018 Loan”).
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DISCLOSURE PURSUANT TO RULE 13.20
OF THE LISTING RULES (Continued)

As at 30 June 2018, the outstanding principal and the accrued interests is
approximately HK$342,506,000. The share mortgage provided in respect
of the Loan Agreement over the entire issued share capital of Nan Hai
Development Limited have been expanded to cover the obligations under
the 2018 Loan Agreement. The 2018 Loan is subject to an interest rate of
8% per annum accrued daily based on a 365-day year and shall be paid
in arrears when the outstanding principal (or the relevant part thereof)
shall be repaid/prepaid. The default interest rate is 10% per annum on
the default amount accrued daily based on a 365-day year.

CHANGES IN MEMBERSHIP OF THE BOARD
AND THE DIRECTOR’'S INFORMATION

The changes in membership of the Board since the date of the Company’s
2017 Annual Report:

—  Ms. Liu Rong was appointed as the chairlady of the Board and the
chairlady of the nomination committee of the Company with effect
from 2 January 2018.

—  Mr. Yu Pun Hoi resigned as the chairman of the Board and the
chairman of the nomination committee of the Company with effect
from 2 January 2018.

The changes in the information of the directors since the date of the
Company’s 2017 Annual Report:

—  Mr. Chen Ming Fei, an executive director of the Company, was
appointed as the Chief Executive Officer with effect from 2 January
2018.

—  Mr. Lam Bing Kwan, a non-executive director of the Company,
retired as an independent non-executive director of eForce Holdings
Limited, a company listed on Hong Kong Stock Exchange with stock
code 943, with effect from 4 June 2018.
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MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 to
the Listing Rules. Specific enquiries have been made to all the directors
and the directors have confirmed that they have complied with the Model
Code as set out in Appendix 10 to the Listing Rules throughout the six
months ended 30 June 2018.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) comprises
all the independent non-executive directors of the Company, namely Mr.
Fung Wing Lap, Prof. Jiang Ping and Mr. Xiao Sui Ning. The Audit
Committee has reviewed with management the accounting principles and
practices adopted by the Group, the unaudited interim results for the six
months ended 30 June 2018, and discussed the financial control, internal
control and risk management systems.

By order of the Board
Sino-i Technology Limited
Liu Rong
Chairlady

Hong Kong, 29 August 2018
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