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The Board of Directors (the “Board”) of Smartac
Group China Holdings Limited (the “Company”)
presented the unaudited consolidated results of the
Company and its subsidiaries (the “Group”) for the
six months ended 30 June 2019 together with the
comparative figures. The condensed consolidated
interim financial statements (the “Interim Financial
Statements”) have not been audited, but have been
reviewed by the Company’s Audit Committee.
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME

HRGEEGEA R EKER

For the six months ended 30 June 2019 B Z=F—NFNA=1+HIEEA

Unaudited
RISER
Six months ended 30 June
BZXA=THLEAER

2019 2018
“E-NE “E-N\%F
Note RMB'000 RMB000
i ARET R ARETT
Revenue [/ON 5 8,574 10,558
Cost of sales HEMKAR (1,579) (828)
Fair value gain of investment properties ~ REWEAAERE 3,000 200
Other income Hep A 6(a) 3,958 3,867
Hardware, telecom and direct operation costs B{F » Eall REZ L=
‘ (1,564) (1,579)
Employee benefits expenses BIRMNER 6(c) (10,504) (12,659)
Allowance for trade receivables e R R B (272) .
Reversal of allowance for other receivables  Et KA EAE 49 .
Other operating expenses HiZe8H (4,554) (6,828)
Depreciation & 6(d) (1,532) (1,008)
Amortisation of intangible assets B AERH 6(d) (3,376) (3.352)
Provision for capital gain tax BEAEETRE = (300)
Loss from operations REFR (7,800) (11,929)
Finance costs BARSAKAR 6(b) (330) (293)
Share of profit/(loss) of an associate Bl —REE AR
&/ (E518) 360 (419)
Loss before tax BB AR (7,770) (12,641)
Income tax credit FEHES 7 m 696
Loss for the period HREE 6(d) (7,659) (11,945)
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME (continued)

G EREAEMEZARER @

For the six months ended 30 June 2019 EZ—F—NFNNA=+HI~EA

Unaudited
RREY

Six months ended 30 June

BERAZTBLEAER

2019 2018
“B-nE ZE-N\F
Note RMB'000 RMB'000
ik ARBTT ARBFT
Other comprehensive income BRHEM2ERE
for the period: s
Items that will not be reclassified THEN A Z B
to profit or loss: ﬁfﬁ o
Fair value change of equity investment AL ERFAEA
at fair value through other REME
comprehensive income (“FVTOCI") ([RDABFA
Hit2E W |)
AR B
AMEEEY - 1,000
Items that may be reclassified CIER iy Y =Tyl
to profit or foss: RE
Exchange differences on translating RESISHES
foreign operations ZEREE 165 (439)
Other comprehensive income BARM2E RS
for the period, net of tax (i) 165 561
Total comprehensive income BR2EREAE
for the period (7,494) (11,384)
Loss for the period attributable to: T ATEEHRESR :
Owners of the Company AREBRR (6.106) (9,911
Non-controlling interests FERER (1,553) (2,034)
(7,659) (11,945)
Total comprehensive income for UTATEESRZE
the period attributable to: e
Owners of the Company ARERR (5,934) (9,338)
Non-controlling interests FERER (1,560) (2,046)
(7,494) (11,384)
LOSS PER SHARE BRER
Basic (RMB cents) ER(ARES) %) (0.11) (0.21)
Diluted (RMB cents) #3(ARES) 9(b) (0.11) (0.18)
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
IR & B AR &

At 30 June 2019 R-ZF—hENA=1H

Unaudited Audited
RISE &
30 June 31 December
2019 2018
—E-NE —E-N\E
REZTFE GrEEEG
Note RMB'000 RMB’000
K AR¥T T ARETT
Non-current assets FRBEE
Property, plant and equipment M - BE kR 10 6,590 7,060
Investment properties BEMH 58,800 55,800
Right-of-use assets EREEE 3,514 =
Prepaid land lease payments THRAEBEMAR - 2,006
Goodwill B 11,451 11,451
Intangible assets BV EE 11 30,368 33,461
Investment in an associate R E AR E 3,231 2,871
Financial assets at FVTOCI BAAEGARME
ENEZ SREE - -
113,954 112,649
Current assets REEE
Prepaid land lease payments T ETEF R - 56
Inventories "E 1,793 1,847
Trade and other receivables FEUTBR TR R E At e
W 12 10,413 10,193
Due from related parties JEUR EaEE 5 7B 18(b) 8 86
Due from non-controlling interest WG ERRIE 180 33 33
Cash and cash equivalents HekBeEED 13 242,307 252,459
254,554 264,674
Current liabilities REBEE
Trade and other payables FERARFR R E At e
R 14 27,831 23,356
Contract liabilities BHEE 168 242
Lease liabilities HEEE 1,456 -
Due to directors ERNEERE 18(c) 47 33
Due to related parties e BRESE 5 510R 18(b) 6,832 5,964
Bank loans PITER 15 1,000 9,000
Current tax liabilities EHHIEAE 599 598
37,933 39,193
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION (Continued)
fEBR4R S MR AR R & ()

At30June 2019 RZ-F—NF~NA=+H

Unaudited Audited
REEH B
30 June 31 December
2019 2018

—E-hE —E-N\E
PEESE - — 5 =+—H
Note RMB'000 RMB’000
JioFEa ARETT ARETT

Net current assets REEETE 216,621 225,481
Total assets less current liabilities #EERREEE 330,575 338,130
Non-current liabilities FREEE
Lease liabilities HEAE 50 -
Deferred tax liabilities EERIEEE 20,959 21,070
21,009 21,070
NET ASSETS FEE 309,566 317,060
Capital and reserves BEXR G
Share capital e 16 252,439 252,439
Reserves & 17,345 23,279
Equity attributable to owners of NG G e
the Company 269,784 275,718
Non-controlling interests IFER 39,782 41,342
TOTAL EQUITY RS 309,566 317,060
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN
EQUITY

& BA 4

For the six months ended 30 June 2019
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN
=

EQUITY (continued)
For the six months ended 30 June 2019
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CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS
ERGRERERER

For the six months ended 30 June 2019 #Z —ZT—NFNXA=+HI~MEA

Unaudited
REEX

Six months ended 30 June

BEAA=THLAEA

2019 2018
—E-hE —N\&E
RMB’'000 RMB’000
ARBTR ARETT
NET CASH (USED IN)/GENERATED #&# 558 (3H) E&E
FROM OPERATING ACTIVITIES ZFEE (1,598) 3,386
Decrease in pledged bank deposit BRI TFEFR L - 19
Receipt of financial assets at fair value WEUZ At EFFAIEZ
through profit or loss (“FVTPL") (MRAAREFTTA
BE|) ceREE - 10,357
Purchase of financial assets at FVTPL & E IR A EzFAERZ
CRIEE - (9,300)
Purchase of intangible assets EEETARE (253) =
Purchase of property, plant and EEYZE « KEREZE
equipment (287) (60)
Proceeds from disposal of HEERETRMEHIE
construction in progress - 4
Proceeds from disposal of property, H&EE - BiE K&
plant and equipment Fr{S 308 8 78
Proceeds from disposal of financial ~ H&RA R EET A EA
assets at FVTOC| FHNEZ CHEE
FifS 508 - 1,965
Bank interests received B YERTTF B 863 25
NET CASH GENERATED FROM RETHEEZFHS
INVESTING ACTIVITIES 331 3,088
Repayment of bank loans BBIRITTER (9,000) (8,500)
Bank loans raised EERITER 1,000 8,000
Due to related parties FE T BBt 75 3K IE - 200
Payment for lease liabilities NHEEEE
(including interests) (BEME) (794) -
Finance cost paid BB A AR (259) (293)
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CONDENSED CONSOLIDATED STATEMENT OF
CASH FLOWS (continued)
HRGERESRER @

For the six months ended 30 June 2019 B ZE=F—NFNHA="+HIEEH

Unaudited
REEX
Six months ended 30 June
BEARA=THLAEA

2019 2018
=B-—nFE _—ZT-N\F
RMB’000 RMB’000

AR¥TRT ARETRT

NET CASH USED IN FINANCING ®ETBHHEAZEES

ACTIVITIES (9,053) (593)
NET (DECREASE)/INCREASE REeERESEEY

IN CASH AND GRA), /48

CASH EQUIVALENTS (10,320) 5,881

EFFECT OF FOREIGN EXCHANGE EXS B &
RATE CHANGES 168 (207)

CASH AND CASH EQUIVALENTS H#HHERBELSZEEY
AT BEGINNING OF PERIOD 252,459 20,532

CASH AND CASH EQUIVALENTS HiXRBE&RESEEY -

AT END OF PERIOD, Bp
REPRESENTED BY 242,307 26,206
Bank and cash balances RITRIR AR 242,307 26,206

2019 HisRE HEIBREEBMIZERERA
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS

AEFZD A B RRMEE

The following notes form an integral part of the
Interim Financial Statements.

1. Basis of preparation

The Interim Financial Statements have been
prepared in accordance with International
Accounting Standard 34 “Interim Financial
Reporting” issued by the International
Accounting Standards Board (the “IASB") and
the applicable disclosures required by the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing
Rules”).

The Interim Financial Statements should be
read in conjunction with the 2018 annual
financial statements. The accounting policies
(including the significant judgements made
by management in applying the Group’s
accounting policies and the key sources
of estimation uncertainty) and methods of
computation used in the preparation of the
Interim Financial Statements are consistent
with those used in the Group’s annual financial
statements for the year ended 31 December
2018 except as stated below.

12 Smartac Group China Holdings Limited 2019 Interim Report
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Adoption of new and revised
international financial reporting
standards

In the current period, the Group has adopted
all the new and revised International Financial
Reporting Standards (“IFRSs”) issued by the
IASB that are relevant to its operations and
effective for its accounting year beginning on
1 January 2019. IFRSs comprise International
Financial ~ Reporting  Standards  (“IFRS");
International Accounting Standards (“1AS");
and Interpretations. The Group has not early
adopted any other standard, interpretation or
amendment that has been issued but is not yet
effective.

The Group has initially adopted IFRS 16 Leases
from 1 January 2019. A number of other new
standards are effective from 1 January 2019
but they do not have a material effect on the
Interim Financial Statements.

IFRS 16 Leases

IFRS 16 supersedes IAS 17 Leases, IFRIC 4

“Determining whether an  Arrangement
contains a Lease”, SIC-15 “Operating
Leases-Incentives” and SIC-27 “Evaluating

the Substance of Transactions Involving the
Legal Form of a Lease”. IFRS 16 introduced a
single, on-balance sheet accounting model for
lessees. As a result, the Group, as a lessee, has
recognised right-of-use assets representing its
rights to use the underlying assets and lease
liabilities representing its obligation to make
lease payments.

2

NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
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Adoption of new and revised
international financial reporting
standards (continued)

IFRS 16 Leases (Continued)

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

The Group has applied IFRS 16 using the
modified retrospective approach, under which
the cumulative effect of initial application is
recognised in retained earnings/accumulated
losses at 1 January 2019. Accordingly, the
comparative information presented for 2018
has not been restated — i.e. it is presented, as
previously reported, under IAS 17 and related
interpretations. The details of the changes in
accounting policies are disclosed below.

(a) Definition of a lease

Previously, the Group determined
at contract inception whether an
arrangement was or contained a lease
under IFRIC 4 “Determining Whether
an Arrangement contains a Lease”. The
Group now assesses whether a contract
is or contains a lease based on the new
definition of a lease. Under IFRS 16, a
contract is, or contains, a lease if the
contract conveys a right to control the
use of an identified asset for a period of
time in exchange for consideration.

14 Smartac Group China Holdings Limited 2019 Interim Report
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
B % P A B R R R B e )

S

Adoption of new and revised
international financial reporting
standards (continued)

IFRS 16 Leases (Continued)

(a)

Definition of a lease
(Continued)

On transition to IFRS 16, the Group
elected to apply the practical expedient
to grandfather the assessment of which
transactions are leases. It applied IFRS 16
only to contracts that were previously
identified as leases. Contracts that were
not identified as leases under IAS 17 and
IFRIC 4 were not reassessed. Therefore,
the definition of a lease under IFRS 16
has been applied only to contracts
entered into or changed on or after 1
January 2019.

At inception or on reassessment of a
contract that contains a lease component,
the Group allocates the consideration
in the contract to each lease and non-
lease component on the basis of their
relative stand-alone prices. However,
for leases of properties in which it is a
lessee, the Group has elected not to
separate non-lease components and
will instead account for the lease and
non-lease components as a single lease
component.

2. REHEE]
&

B PR B 7 R 2E A 25 16

SERE (@)
(a) HEWEZ#®)

REERIBE S BRI
iRE R B 165R AT E 2
BEABREE T EAREA
ERX BTG o HiE
S BB IR ERIE
165 AN LRI EREE B
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5T 2RI 2517 5% & B B B
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It - BIBREF F RS 2 A S
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REeSHERNELR
IR EREE - AR
B R AR B 7 B
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)

REBEZ DB RRM T )

2. Adoption of new and revised
international financial reporting
standards (continued)

IFRS 16 Leases (Continued)

(b) As a lessee

The Group leases certain properties and
equipment.

Asalessee, the Group previously classified
leases as operating or finance leases
based on its assessment of whether the
lease transferred substantially all of the
risks and rewards of ownership. Under
IFRS 16, the Group recognises right-of-
use assets and lease liabilities for most
leases.

However, the Group has elected not to
recognise right-of-use assets and lease
liabilities for some leases of low-value
assets (e.g. photocopiers). The Group
applies the short-term lease recognition
exemption to its short-term leases of
certain properties. The Group recognises
the lease payments associated with these
leases as an expense on a straight-line
basis over the lease term.

The recognised right-of-use assets relate
to the following type of assets:

2.

BRFR B 7 3R 5 2RI ZE 16
SEEE @)

(b) fERAHEA
%%Eﬁ%%?%%&%

EREFA  REB LA
BRIEEUHBEREG S
TEH B A B2 B I B 3
HBROFE  BHEESE
AICEREMETRE o RIB
BRI ELERE 16
5 AREBERAZHEE
E%ﬁ%%ﬁ%&ﬁ%ﬁ
SR - AEEDRERH
MWAEBEEEMRS (0
W) RERAEEE
LEAE ARERS
FHENRHHEERRRE
HAEER R - A5E
TEFE B DA B AR5 5 B 2
L ERBERHEE g
RAERE -

EHEREBEEELIAT

BEMRIER -
Balance as at
RUT BEz &8k
30 June 1 January
2019 2019
=B-NF —T-NF
AA=tH =H=F
RMB’000 RMB’000

AR%T T ARETT

Properties e 1,480 2,235
Prepaid land lease payments 3 & FEI5X 2,034 2,062
Total right-of-use assets EREEERTE 3,514 4,297

16 Smartac Group China Holdings Limited 2019 Interim Report



NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)

K

A% TP A B 7 R R P R ()

Adoption of new and revised
international financial reporting
standards (continued)

IFRS 16 Leases (Continued)

(b) As a lessee (Continued)

Significant accounting policies

The Group recognises a right-of-use
asset and a lease liability at the lease
commencement date. The right-of-use
asset is initially measured at cost, and
subsequently at cost less any accumulated
depreciation and impairment losses, and
adjusted for certain remeasurements of
the lease liability. When a right-of-use
asset meets the definition of investment
property, it is presented in investment
property. The right-of-use asset is initially
measured at cost, and subsequently
measured at fair value, in accordance
with the Group’s accounting policies.

The lease liability is initially measured at
the present value of the lease payments
that are not paid at the commencement
date, discounted using the interest rate
implicit in the lease or, if that rate cannot
be readily determined, the Group's
incremental borrowing rate. Generally,
the Group uses its incremental borrowing
rate as the discount rate.

2. REHEE]
“

B PR B 7 R 2E A 25 16

SERE (@)
(b) 1EAEIMEA (@)
FEEHBE

AREENEERS R B
RAEAREEREEA
18 - EREEENTEK
At 8 RERBRAMIE
] 2EHTE RO E R R
8 IHEERENET
ENFTEEL AR - £
REEATREVEES
- HAEREMESE
5l RIFEA KB E IR
R HREREEEDNS
BKAEE  REARE

e -

HEB BT RIFN LA
B ZHENRKZE
B8 ARESEHEES
Z M Bk (1A 5% A E A e
BIESEE) AREREEE
AFEBEHR - —fR E - K
5 18 2 P B A 8 fE R A
TERBEIREK -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
AREELP T ERRME @

2. Adoption of new and revised
international financial reporting
standards (continued)

IFRS 16 Leases (Continued)

(b)

As a lessee (Continued)

Significant accounting policies
(Continued)

The lease liability is subsequently
increased by the interest cost on the lease
liability and decreased by lease payment
made. It is remeasured when there is a
change in future lease payments arising
from a change in an index or rate, a
change in the estimate of the amount
expected to be payable under a residual
value guarantee, or as appropriate,
changes in the assessment of whether
a purchase or extension option is
reasonably certain to be exercised or a
termination option is reasonably certain
not to be exercised.

The Group has applied judgement to
determine the lease term for some lease
contracts in which it is a lessee that
include renewal options. The assessment
of whether the Group is reasonably
certain to exercise such options impacts
the lease term, which significantly affects
the amount of lease liabilities and right-
of-use assets recognised.

18 Smartac Group China Holdings Limited 2019 Interim Report
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
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A% TP A B 7 R R P R ()

Adoption of new and revised
international financial reporting
standards (continued)

IFRS 16 Leases (Continued)

(b) As a lessee (Continued)

Transition

Previously, the Group classified office
property leases as operating leases under
IAS 17. The leases typically run for initial
period of 1 to 3 years, with an option to
renew when all terms are renegotiated.

At transition, for leases classified as
operating leases under IAS 17, lease
liabilities were measured at the present
value of the remaining lease payments,
discounted at the Group's incremental
borrowing rate as at 1 January 2019.
Right-of-use assets are measured at
either:

—  their carrying amount as if IFRS
16 had been applied since the
commencement date, discounted
using the lessee’s incremental
borrowing rate at the date of
initial application; or

— an amount equal to the lease
liability, adjusted by the amount
of any prepaid or accrued lease
payments — the Group applied
this approach to all leases.

2. REHFET

B PR B 7 R 2E A 25 16

SERE (@)
(b) 1EAREHEA @)
B

B AEEBHAS
270 B 5 (EBIRE & 5k
IR TREEE A
ENSEH— B B1E3
& . P EENEDSER
B — I -

BEE - RIERRE
RRE IR TEEAE
THREMS  AEAER
BTRENKZ BES
B HN-E-NE—A—
B A SR B B 3R R
85T - (EAREERAT
HREE

— HE®EE: G BoE
Mt BEEEER
B B B 75 R 45 22 A
1655 « WiH AR
FAAREXRERHB
B RO 38 2 {5 3R X
BRIR © 3K

— HEERNHEEAEN
S WREEM
BN IR ERTTE
ENRNSREET
HE — AEEHE
15 Lt 73 05 FE R P
BHE -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
AREELP T ERRME @

2. Adoption of new and revised
international financial reporting
standards (continued)

IFRS 16 Leases (Continued)

(b) As a lessee (Continued)

(0)

Transition (Continued)

The Group used the following practical
expedients when applying IFRS 16 to
leases previously classified as operating
leases under IAS 17.

—  Applied the exemption not to
recognise right-of-use assets and
liabilities for leases with less than
12 months of lease term.

—  Excluded initial direct costs from
measuring the right-of-use asset
at the date of initial application.

—  Used hindsight when determining
the lease term if the contract
contains options to extend or
terminate the lease.

As a lessor

The Group leases out its investment
properties, including right-of-use assets.
The Group has classified these leases as
operating leases.

The accounting policies applicable to the
Group as a lessor are not different from
those under IAS 17.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
B % P A B R R R B e )

S

Adoption of new and revised
international financial reporting
standards (continued)

IFRS 16 Leases (Continued)

(o)

(d)

As a lessor (Continued)

The Group is not required to make any
adjustments on transition to IFRS 16
for leases in which it acts as a lessor.
However, the Group has applied IFRS
15 “Revenue from Contracts with
Customers” to allocate consideration in
the contract to each lease and non-lease
component.

2

BRI PR B A 3R 5 22 A 25 16
SEEE (#)

(0

EBHBA @)

AREBEAHEELSRHE
ARTHE R 18K = B Rt
B &R FE 165 K 1E
HAEIFAEE - A1 - RN&E
B ERBERES R G
AE 15 [RETFPAL
B AL #E A AP e HRE
DETEHEEERIFEE

5 ©
Impacts of financial statements (d) BHBHRRNTE
Impact on transition HRERNZE
On transition to IFRS 16, the Group RIBE = B B 75 iR %
recognised additional right-of-use assets AlE 165 AEEE
and additional lease liabilities, recognising REINFE RS E M
the difference in retained earnings/ HINNEERE  WER
accumulated losses. The change in RBREANLitEiEr =
accounting policy affected the following 8. etREEgspH—_=
items on the condensed consolidated —nE— B =8 ZihEss
statement of financial position as at 1 AU EARARATIEE 2
January 2019 is summarised below. REPIT -
Under Under
IAS 17 IFRS 16
IR B B 75
R EE s AER
ERIZE175% 1657
RMB’000 RMB’000
ARETIT ARETT
Assets BE
Right-of-use assets EREEE = 4,297
Prepaid land lease payments =3 FH &8 (< 7k 2,062 =
Liabilities =R
Lease liabilities HEBE = (2,235)
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)

REF P HRR T )

2. Adoption of new and revised
international financial reporting
standards (continued)

IFRS 16 Leases (Continued)

(d) Impacts of financial statements
(Continued)

Impact on transition (Continued)

When measuring lease liabilities for leases
that were classified as operating leases,
the Group discounted lease payments
using its incremental borrowing rate at
1 January 2019. The weighted-average
rate applied is 8.53%.

2.

(d) ??ﬁﬁ%%%g

HimEr e (E)

AENEAKERENTEEY
HEaER  AEEFEAER
= = e Elet =
A EBEBENK - FIEA
B IR ZE 5 8.53% ©

1 January
2019
—E-hEF
—H—H
RMB’'000
AR¥ T
Operating lease commitment at RANEBARE SRR R
31 December 2018 as disclosed RZT—N\F+=A
in the Group'’s consolidated =+ —RZKRERERE
financial statements 2,939
Discounted using the incremental AR -—Z—hE—HA—HH
borrowing rate at 1 January 2019 38 & &3 F=AEIE 2,390
Less: Recognition exemption for T R R A S e SR AE AP
leases with less than LR 12@ AEE
12 months of leases term
at transition (155)
Lease liability recognised asat HA=—Z—NF—H—BERHN
1 January 2019 HESE 2,235
Of which are: FBN
Current lease liabilities EHHEERRE 1,485
Non-current lease liabilities FEHHERE 750
2,235
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
B % P A B R R R B e )

K

Adoption of new and revised
international financial reporting
standards (continued)

IFRS 16 Leases (Continued)

(d)

Impacts of financial statements
(Continued)

Impacts for the period

As a result of initially applying IFRS 16, in
relation to the leases that were previously
classified as operating leases, the Group
recognised RMB3,514,000 of right-of-
use assets and RMB1,506,000 of lease
liabilities as at 30 June 2019.

Also in relation to those leases under
IFRS 16, the Group has recognised
depreciation and finance costs, instead
of operating lease expense. During
the six months ended 30 June 2019,
the Group recognised RMB776,000 of
depreciation charges and RMB71,000 of
finance costs from these leases.

el T
=973
= o

B PR B 5 3R 2R RISE 16

SEEE @)

(d) HEBBRERPTE
(#8)

¥R AR ) B 2

A B X FE R B B B 75 R 45 22 8|
F165  BEARMOEREE
HEMNHEmMSs AE@ER =
E-HENA=TRHEREHR
& E AR 3,514,0007T &
EaEARE 1,506,000 7T °

e A - S B B B RS RS AE RIS
16T ZEMEMS © A
SEERERTERMBEHRAR -
MIELERERAL - REBEEZ
ZE—AENA=1+B1ENER
HE AEBRZEHERR
FEEH AR 776,000 7T & 8
SRR AR 71,000 7T °
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Fair value measurements

The carrying amounts of the Group’s financial
assets and financial liabilities as reflected in the
condensed consolidated statement of financial
position approximate their respective fair values.

Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an
orderly transaction between market participants
at the measurement date. The following
disclosures of fair value measurements use a
fair value hierarchy that categorises into three
levels the inputs to valuation techniques used
to measure fair value:

Level 1 inputs: quoted prices (unadjusted) in
active markets for identical
assets or liabilities that the
Group can access at the
measurement date.

Level 2 inputs: inputs other than quoted
prices included within level
1 that are observable for the
asset or liability, either directly
or indirectly.

Level 3 inputs: unobservable inputs for the
asset or liability.

The Group's policy is to recognise transfers into
and transfers out of any of the three levels as of
the date of the event or change in circumstances
that caused the transfer.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL I HRME @)

3. Fair value measurements 3. AREE@®

(Continued)

(@) Disclosure of level in fair (a) M=Z—hE~A
value hierarchy at 30 June =tHMARES
2019: MRBHBEBR

Unaudited
REEK
Fair value measurements
as at 30 June 2019 using:
DMREHER-Z-NERA=THEA:
Description Level 1 Level 2 Level 3 Total
it %-8 el EEL @
RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARBTR AR®TT AR%TRH
Recurring fairvalue ~ EEUANEFE
measurement:
Investment properties  RAME
— Commercial People's  — FPEARHEE
Republic of China (ThE ) E%
("PRC") - - 58,800 58,800
Audited
e
Fair value measurements
as at 31 December 2018 using:
AEFERZZ-\FTZA=T—-HEA:
Description Level 1 Level 2 Level 3 Total
figt F-E E_E F=E st
RMB'000 RMB'000 RMB000 RMB'000
ARETT ARETRT ARETL ARETn
Recurring fair value SEENRETE
measurement:
Investment properties REME
— Commercial PRC —PEEE - - 55,800 55,800

2019 HisRE HEIBREEBMIZERERA
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
AREELP T ERRME @

3. Fair value measurements

(Continued)

(b) Reconciliation of financial
assets measured at fair value

based on level 3:

3. AAEE@W

b) REE=ERAL

BEifEzEe@mEE
HER -

Assets/(liabilities) at fair value
through profit or loss
BARERARBHECEE (Bf)

Contingent
: Investment shares
Description bR properties payables Total
EYE EASARG Mt
RMB'000 RMB'000 RMB'000
ARBTRT AR¥Trn AR%Tx
At 1 January 2018 RZZ-N\F
s 56,600 (26,488) 30,112
Shares issued upon REBHTI A R
fulfilment of profits (S:apdi )
target L = 5414 5414
Exchange difference ~ EXZHE - 425 425
Total gains or losses ~ WEZERZ
recognised in profitor W S EIE
loss (#) HREE () 200 - 200
At 30 June 2018 IR NG
(unaudited) NA=TE
CRE=ER) 56,800 (20,649) 36,151
(#) Include gains or losses (#) EHER &
for assets held at HMAMREAE
end of reporting period 2 E S EE 200 - 200
At 1 January 2019 RZZE-h&E
el 55,800 - 55,800
Total gains or losses ~~ NEZERZ
recognised in profitor W &I
loss (#) HEE(#) 3,000 - 3,000
At 30 June 2019 RZZ-NF
(unaudited) RE=ETE
(REER) 58,800 = 58,800
(#) Include gains or losses (#) EFER &
for assets held at HRFRAE
end of reporting period 2 &R 3,000 = 3,000
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL I HRME @)

3. Fair value measurements
(Continued)

(b) Reconciliation of financial

(o)

assets measured at fair value
based on level 3: (Continued)

The total gains or losses recognised in
profit or loss including those for assets
held at end of reporting period are
presented in the face (2018: face) of the
condensed consolidated statement of
profit or loss and other comprehensive
income.

Disclosure of valuation
process used by the Group
and valuation techniques
and inputs used in fair value
measurements at 30 June
2019:

The  Group’'s financial  controller
is responsible for the fair value
measurements of assets and liabilities
required  for  financial  reporting
purposes, including level 3 fair value
measurements. The financial controller
reports directly to the Board for these
fair value measurements. Discussions of
valuation processes and results are held
between the financial controller and the
Board at least twice a year.

For level 3 fair value measurements, the
Group will normally engage external
valuation  experts with recognised
professional qualifications and recent
experience to perform the valuations.

WA W& R
RE(BEZENREH
REFBZEE) EMRLE
SRmEHMEERER
PEYEIN(ZF—/\F :

m o

BUZ) o

() AEBERANMGE
BFUKR=Z—T"
s =y
B E2FANGE
FERSEWKE :

AN B REE BN
BERmAFRNEELRAE
AREFE  BEE=RE
RERE - BBEER
ENESSERZS AN
B B15R - M54
ERERBFROMAR
A ETR B A B A
2o

HRE=EAAEFE "

AEE-—RGIEAER
I EXERR AT AT
BEERNAERFET

=
=
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)

REF P HRR T )

3. Fair value measurements 3.
(Continued)

(c) Disclosure of valuation
process used by the Group
and valuation techniques
and inputs used in fair value
measurements at 30 June
2019: (Continued)

Level 3 fair value measurements

N

N REFTE @)

() AEBERANMGE
BFUAKR=ZZ—T"
S H=HF1 ¢
B EFEANGEE
FERSEWKE :

Fair value
M
Unaudited Audited
REEL B
Effect on fair value for 30 June 31 December
Description Valuation technique  Unobservable inputs ~ Range increase of inputs 2019 2018
28Ny Z2-hE 2-)\E
itid fERE FUBESY &E MEZEE - B
RMB'000 RMB'000
ARETR ARBTTL
asset aset
A& 2E
Investment Income Yield 4%-5.6% (2018: Higher of the 58,800 55,800
properties — capitalisation 4%-6%) yield, lower of
Commercial approach fair value
PRC
RENE— BARK{E [i§::4 4%-56% (ZF-NF:  BERERN ARE
rEEE 4%-6%) B
Market rent Monthly office Higher of the
rental market rent,
RMB39-40/ higher of fair
sq.m. (2018: value
RMB42/sq.m.)
Monthly
car-park space
RMB156-260/
unit (2018:
RMB150-250/
unit)
T HAZERES TEESEN ARE
FYHRARM |
WEMT(ZF-NEF:
SYARARMALT)
BEUEAGEN
ARB156226070
(Z8-N\F : §Ef
ARB15022507)

There were no changes in the valuation
techniques used.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL I HRME @)

4. Segment information 4. DEHER
020 solutions IDM solutions E-commerce
segment segment solutions segment Total
GAETHE

008 AARAH BREAS  ETEEEARRAY 3t
Unaudited Unaudited Unaudited Unaudited
e R R REER
Six months Six months Six months Six months

ended 30 June ended 30 June ended 30 June ended 30 June
BERA=1H BErA=1H BERA=1H BErA=TH
78R IR IE~ER 7R
2019 2018 2019 2018 2019 2018 2019 2018
ZE-0E Z5-0\E ZB-0E C5-0\E ZE-NE CE-0\E ZE-E CE0E
RMB'000  RMB'000 RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000
ARMTR ARETT ARMTR ARMTT ARMTR ARETT ARMTR ARETIL

Revente fromextemal ~ RESNIREMA

customers 1680 2741 193 208 491 5749 854 10558
Seqment profit{loss) AR/ (B 204 (B0%)  (1504)  (1897)  (4953) (3985  (4433)  (8970)
Interest revenue FIEHA 3 4 5 ) 2 19 34 25

Interest expenses on bank~ BTE AR
[oans 259 293 - - - - 259 293

Interest expenses on lease ~ E & EH B,
[iabiities - - n - - - n -

Depreciation and nEREH
amortisation 38 611 1,084 362 3441 3387 4,908 4360

Share of proftloss)of ~ FEfE—THEE
an asocite DA/ (B - - %0 (219 - - %0 (419

Income tax expense/(credit)  FEHER/
(£2) 74 ] - - B 1 6%

Mowancelleversalof  EMER B/
allowance) for trade (BfEREE)

receivables 55 - @ - 19 - m -
Reversal of allowance for MG AERR
other recevables (10) - (20) - (19) - (49) -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL B HRME @)

4. Segmentinformation (Continued) 4. S EPER @)
020 solutions IDM solutions E-commerce
segment segment solutions segment Total
00FAARAB  RAETHERAAEAT EFEEEANEAY &3t
Unaudited ~ Audited Unaudited  Audited Unaudited  Audited Unaudited  Audited
AEgh L3R AEER GEn &EER 0 £ER AEER 437
30June 31December ~ 30June 31December ~ 30June 31December  30June 31 December
2019 2018 2019 2018 2019 2018 2019 2018
= =2 “F0E T
e Sl = S B el =L Bl = B ]
SESER =+-H EEER = H WisaE =nF e =6
RMB'000  RMB0OO  RMB'000  RMBOOO ~ RMB'000  RMBOOO ~ RMB'000  RMBI00O
AEETR ARETT ARETR ARETT ARETR ARETT ARMTR ARETR
Segment assets NPEE 69,687 66,747 46,204 14,995 66,464 71,863 182,355 153,605
Seqment iabites A8 (23606 (46%)  (113) (G980 (0331)  (078)  (5107)  (51456)
Investmentinan assodiate  FA-TEEARRE - - 3231 2871 - - 3231 2871
Unaudited
RSB
Six months ended 30 June
HEXA=THLXEAR
2019 2018
“Z-hE —T-N\E
RMB’000 RMB’000
AR®T R ARETT
Revenue A
Consolidated revenue FAMA 8,574 10,558
Profit or loss B
Total loss of ERNIEEETE
reportable segments (4,433) (8,977)
Unallocated amounts: AR ‘
Unallocated head office RAOMBHEERCEER
and corporate expenses . . (3.226) (2,668)
Provision for capital gain tax ~ B AEETEE - (300)
Consolidated loss for the HANGEEE
period (7,659) (11,945)
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL I HRME @)

5. Revenue 5 WA
The Group's operations and main revenue REBHEEREZWARR
streams are those described in the last annual BrF—FEHBRRAAME -
financial statements. The Group’s revenue is AEEBNWAKRKBTELALNN
derived from contracts with customers. WA o
In the following table, revenue is disaggregated RTERFP WAKRFTEET
by primary geographical market and timing of 5 RERIWA Z BEEEID -

revenue recognition.

Sales of
hardware and
software and
For the six months ended Sales of Commission installation Other T support Other service
30 June (unaudited) merchandises income service service income Total
HERAZTR BERERAK AREANE
LXER (REEH) HREE EELON HREERH XERH TN &5t

019 018 M9 018 2009 008 2019 018 019 018 W19 N8
S8R CF-)\F Z¥-0F ZT0F ZR-AF R/ SR-0E CT\F CR-RF CF/F CRME DTN
RMBO00  RVBOOO RMBOO0 RMBOOD RMBOOO RMBOOO RMBOO RWBOOO RMBOOD RVBOD0 RMBO00  RMBOO0
ARETR ARETTL ABMTR ARETTL ARMTR ARETL ARMTR ARETT ARMTR ARETT ARBTR ARETL

Primary geographical ~ £E#ERH

markets
Hong Kong [ - - 1B 20 - - - 197 - - o
PRC except Hong Kong 4B (FREE) 1618 1011 3383 4738 m o8 1309 57 - 5% 661 83
Total 3 1618 101 506 672 m o8 130 54 - 5 854 1058

Timing of revenue ~ BERMAZEH
recognition

Goodsandsenices  HEEREHEH
tensferedatapont  ERRER

intime 1618 101 - - mn 2481 - - - - 1989 3498
Senicestransfered B RIERS R

over time - - IS8 652 - - 1309 254 - 5 6585 7060
Total & 1618 101 5216 6,752 mn 2481 1309 254 - 54 8574 10558
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)

REF P HRR T )

5. Revenue (continued) 5t

The following table provides information
about receivables, contract assets and contract
liabilities from contracts with customers:

WA )

TREHABRERSAHH
BIRH - BHBERANARE
o

Unaudited Audited
REEL BEZ
30 June 31 December
2019 2018
“e-nE CINE
el t-r=+--
RMB'000 RMB'000

ARETT ARETT

Receivables, which are A TR R A
included in “Trade and 6 0: o)/ 3
other receivables”

Contract liabilities AHBE

2,434 2,093
168 242

The amount of RMB242,000 recognised in
contract liabilities at the beginning of the
period has been recognised as revenue for the
six months ended 30 June 2019.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL I HRME @)

6. Loss for the period 6. HIREIE
Loss for the period is arrived at after (crediting)/ HAEED (5T A) B T3
charging: BIH
Unaudited
RIBEZ

Six months ended 30 June
BERA=THLEARER

2019 2018
“E-NE —T-N\F
RMB'000 RMB'000
AR®TR ARETFT
(a) Other income: (a) HfMA:
Bank interest income RATRIBHA (1,033) (25)
Interest on other investments HiR &M S = (57)
Government grants B8 (241) (240)
Net foreign exchange gain e (44) =
Gross rental income from REMENESIKA
investment properties g (1,511) (1,565)
Property management and MEEERAEARA
related income (958) (898)
Value-added tax refund EEBRN (70) (334)
Gain on disposal of property, HENE - BEREE
plant and equipment iolliey (8) (26)
Gain on disposal of HEFRTREM NG
construction in progress - €)
Fair value change on ERARND 2 AR E
contingent shares payables 2 - (673)
Others Hit (93) (46)
(3,958) (3,867)
Finance costs: BBRA
Interest expenses on hank BRAFNEHER
loans wholly repayable BRITEFFIEZE
within five years 259 293
Interest expenses on lease MEEEFSZE
liabilities 7 -
330 293
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL B HRME @)

6. Loss for the period (continued) 6. HIAEE@

Unaudited
RIBEZ
Six months ended 30 June

BEAA=THLAEA

2019 2018
=R-nE P\
RMB’000 RMB'000

ARETR ARETT

() Employee benefits expenses: () ETIRBFER :

Salaries, bonus and allowance 54 A RER 9,432 11,143
Retirement benefit scheme RIBRFHEIER
contributions 1,037 1,234
Severance payment EHE 35 282
10,504 12,659
(d) Other items: (d) HfbEE :
Amortisation &
— prepaid land lease payments — THHEEBRR - 28
— intangible assets — B AE 3,376 3,352
Depreciation e
— property, plant and — 0% BEKR
equipment 756 1,008
— right-of-use assets —RREAE 776 -
1,532 1,008
Cost of inventories sold FEEHERAR 1,405 788
Operating lease not recognised FERREREEEN
as right-of-use assets e 367 1,829
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)

REBEZ DA BRI T @)

7. Income tax credit

Income tax credit has been recognised in profit
or loss as following:

7. FREBIESR

EREBERNMEHELWM
ANEE

Unaudited
RISEX
Six months ended 30 June

BEAA=THILAEAR

2019 2018
—E-hE —T)N\E
RMB’000 RMB'000
ARBTRT ARBTT
Current tax AREAIIE
— PRC enterprise income ~ — PEILEMER
tax (“EIT”) (TEmEH )
Provision for the period HREE - (1)
Under-provision in prior year — BEFEEE T = (114)
- (115)
Deferred tax EERE
Provision for the period R 111 811
111 811
Income tax credit FIfEBiiESR 111 696

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

No provision for Hong Kong profits tax is
required since the Group has no assessable
profit for the six months ended 30 June 2019
and 2018.

PRC EIT has been provided at a rate of 25%
(2018: 25%).

RERSHEREBRELES
((REBEZEE )RR RR
Bl REBEHBEHNFAEHS
R RB R LR B ERPTSH

BE_Z—NEER-_Z—NEF
ANAZTHLEAREARA ARA
SEIWEERTEF - IR
HBEBFESRRRE -

o B 1 TS BB 12 25% it K
BE(ZZ—N\F :25%) °
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Income tax credit (Continued)

Tax charge on profits assessable elsewhere
have been calculated at the rates of tax
prevailing in the countries/regions in which the
Group's subsidiaries operate, based on existing
legislation, interpretation and practices in
respect thereof.

Dividends

The directors do not recommend the payment
of any dividend for the six months ended 30
June 2019 (2018: Nil).

Loss per share
(a) Basic loss per share

The calculation of basic loss per share
attributable to owners of the Company
is based on the loss for the period
attributable to owners of the Company
of approximately RMB6,106,000 (2018:
RMB9,911,000) and the weighted
average number of ordinary shares of
5,635,970,924 (2018: 4,764,070,026) in
issue during the period.

(b) Diluted loss per share

No diluted loss per share for the period
ended 30 June 2019 is presented as
the Company had no potential ordinary
shares outstanding.

The calculation of diluted loss per share
attributable to owners of the Company
for the period ended 30 June 2018
was based on the loss for the period
attributable to owners of the Company
of approximately RMB9,911,000 and the
weighted average number of ordinary
shares of 4,976,541,430 arising from the
effect of contingent shares payables.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
AREELP T ERRME @

B R @)

AL B E A A R R A
Wiy EREASENMEBER
AMERMERR &2 3R
BHREED - MEEEH - BR
HERMERGTERIEA -

RS

EEWTRBRBERE_T N
FRA=THIEEA B ER
B (= =/N\EE 2 i)

BRER
(@) BREXREE

AA B IR B BRI EA
BRTIBEARA A IR R E
HHABEHARE
5 106000m( = &2 — A
& : AR¥9911,0007T)
RHANE BT L @A 2 0
¥ F 15 #5,635,970,924
el = 22— N G2
4,764,070,026 i%) 5+ & -

(b) BREEFERE

RE-F-NEAAST
HLLARY - AR AL
TN 2B R
B IR 23ISR
B -

ryEs — e ksl = o0
= el B N
GRS EE B I REA
AT REEHAEELY
A R #9911,0007T & f&
NRARPDEENTE Y
TR MNE TS
4,976,541,430 (%=1 & ©



NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL I HRME @)

10. Property, Plant and Equipment 10. Y% - BER®RE

During the six months ended 30 June 2019, the BE-_ZE-NF~A=1+AHL
Group acquired property, plant and equipment of NEB  AREBWBYE  BE
approximately RMB287,000 (2018: RMB60,000). R A R ¥ 287,0005T (=
Z—/\%F : AR¥60,0007T) °
11. Intangible Assets 1. BEEE
During the six months ended 30 June 2019, wEs e e sl e e
the Group acquired intangible assets of NER AEBWBEFREE
approximately RMB283,000 (2018: Nil), of AR 283,000L(=ZF— N
which RMB30,000 was transferred from other F:F) Eh AR 30,0007T
receivables. R H IR -
12. Trade and other receivables 12. YRR H B
Unaudited Audited
REER Bz
30 June 31 December
2019 2018
—E-hEF —ZE-N\F
PESSiF -~ A=+ H
RMB'000 RMB'000

AR%TR AR¥TTT

Trade receivables (note (a)) U ER ZX (P E (a)) 3,267 2,653
Less: Allowance B (833) (560)
2,434 2,093
Deposits Be 2,509 2,472
Prepayments SCINE 518 1,076
Other receivables HAb R
— Other receivable (note (b)) — H AR UK (i (b)) 3,758 3,761
— Others — Hfh 1,194 791
10,413 10,193
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)

REF P HRR T )

12. Trade and other receivables

12. FEUER TR H 1t FE R

(Continued) (&
Note: Bt =E
(a) The Group's trading terms with customers are (a) AEBEEPHE S BKIA
mainly on credit. The credit terms generally EEARAT - EEHR—
range from 1 to 90 days. For new customers, BNARIZNARZHE - FIE
payment in advance is normally required. The FRBEAIMEMNR K&
Group seeks to maintain strict control over its T SRAR B S R 475 B W 3k
outstanding receivables. Overdue balances are KBRS - EEREMRE
reviewed regularly by the directors and senior BAESHBEHKRBEETE
management. HER -
The ageing analysis of the Group's trade RIBHZEE  AEEEK
receivables, based on invoice date, and net of R (LR EBE) 2R D
allowance, is as follows: HaAR -
Unaudited Audited
RISEX HEZ
30 June 31 December
2019 2018
—E-hEF —ZT-N\F
NAZETE GrEE=aEalE
RMB’000 RMB’000
ARBT T ARBFT
Up to 3 months 3EAR 2,255 1,950
3 to 6 months 3%6fEA 75 -
6 months to 1 year (FEVEENE:S - 63
Over 1 year 1§00 E 104 80
2,434 2,093

The amount of RMB3,758,000 (31 December
2018: RMB3,761,000) as at 30 June 2019 was
received on 2 July 2019 from an e-commerce
partner for settlement of the obligations as
disclosed in note 14(b).
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL I HRME @)

13. Cash and Cash Equivalents 13. RERBELEEY

Unaudited Audited

RSER =%

30 June 31 December

2019 2018

ZE-REF —T-N\F

EESIFI - — 5 =1-+H

RMB’000 RMB’000

ARBTR ARBT T

Bank and cash balances RITRR A 149,965 252,459
Unpledged time deposits with BB A=EARN

maturity within three months IR T BER 92,342 Z

242,307 252,459

As at 30 June 2019, the Group’'s bank and
cash balances held by the PRC subsidiaries
denominated in RMB  amounted to
approximately RMB41,876,000 (31 December
2018: RMB22,633,000). Conversion of RMB
out of the PRC are subject to the foreign
exchange control regulations imposed by the
PRC government.

As at 30 June 2019, bank balance of
RMB1,444,000 (31 December 2018:
RMB1,443,000) was required to be transferred
specifically for the purpose of settlement
obligations to designated contracted merchants
set out in note 14(b).

RN===N1FrA=+H =&
EETEMNBRRAEAAR
BMAEZRTRBESEEFNA
AR#41,876,0007T(=ZF— )\
== B=g—FE: ABLS
22,633,0007T) ° #§ A R H i
BN E R B3R HNE B P
FEBTE R INEE ST °

R =S aEgs B = (8l o R
1T#7F AR % 1,444,0007T( =
HeNEEar = B= e 8 E N
K #1,443,0007C ) /8 3t KM &%
14b)FTE RS ESNEEEE
HAT e o
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL B HRME @)

14. Trade and other payables 14. BENEFREMENSRR
Unaudited Audited

REERZ E%

30 June 31 December

2019 2018

—Z-hE —FN\E

NEETE GEEkErlE

RMB’000 RMB’'000

ARBTT ARETFT

Trade payables (note (a)) JE 1 8RR (Pt 5 @) 1,296 1,069
Payables for construction costs SRR KEE M -
and purchase of property, BB K% 5% e FE T 3R
plant and equipment 5 5
Other payables HA BT
— Settlement obligations — BEEME (M (b)
(note (b)) 5,202 5,204
— Other tax payables — EfbENTE 79 114
— Rental deposits from tenants  — BEFWERZ BAEE 1,262 1,147
— Others — Eft 6,200 1,648
Capital gain tax payable BARBETENT 6,475 6,467
Receipts in advance TR 62 -
Provision for social security costs it & 1R[E & A& 5,272 4,716
Accrued expenses BRER 1,978 2,986
27,831 281856
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL I HRME @)

14. Trade and other payables 14. ERERREMESRK

(Continued) (#&

Note: BRFEE -

(a) The ageing analysis of the Group’s trade (a) BIRWE = AR AR
payables, based on the date of receipt of EBEMBRRZE®R DT
goods or service consumed, is as follows: I

Unaudited Audited
RISEX wEZ
30 June 31 December
2019 2018
—E2-AF ==
PSS E — A =-+—H
RMB’000 RMB’000

AR¥TR ARETTT

Up to 3 months AR 588 400
3 to 6 months 3%6fE A - 23
6 months to 1 year 6EAZE1F 60 6
Over 1 year 154 £ 648 640
1,296 1,069
(b)  The settlement obligations are recognised (b)y IBEEETIRKEME M
upon receipt of fund from the end user PR 75 4% 3 5 5 SR IR A FE AR
customers of WeChat Pay service. The balance ZERIERAEEE L RS
represents the Group’s obligations to remit CHREEECABPZE
the same amount to designated contracted Fo—RME  BFEBRR
merchants. The settlement is normally done in 5 B Epe MfEE % H AT °
the next two business days of the transaction
date.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
R EZ PR FERR M @)

15. Bank loans 15. IR1TER

The analysis of the Group’s bank loans is as
follows:

AEBRTERDNOT :

Unaudited Audited
REERZ =%
30 June 31 December
2019 2018

—®-nE  —2N\F
NEIEFE r=hl=rTlE

RMB’000 RMB'000
ARBTR  ARETR

Secured bank loans repayable AR —FA
within one year ? Biie

1%“
717

‘Hﬂ} F“a

S N

1,000 9,000

The Group'’s bank loans are repayable within
one year. Bank loan of RMB1,000,000 (31
December 2018: RMB2,000,000) is arranged at
fixed interest rate and exposes the Group to fair
value interest rate risk while no bank loan (31
December 2018: RMB7,000,000) is arranged at
floating interest rate.

As at 30 June 2019, the Group’s bank loans
totalling RMB1,000,000 (31 December 2018:
RMB9,000,000) are secured by personal
guarantee of a senior management personnel
of the Group and a director of the Company’s
subsidiaries (31 December 2018: charge over
the building, the prepaid land lease payments
and the investment properties of the Group and
personal guarantee of a senior management
personnel of the Group and a director of the
Company'’s subsidiaries) (note 18(d)).
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL I HRME @)

16. Share capital 16. R
The Company
VNG
Number of Nominal value
shares of shares
R EE R EE
HK$'000
BETT
Authorised: AE
Ordinary shares of HK$0.05 each SR E{EB0.057CH)
EEm
At 1 January 2018, 31 December R=F—N\&—A—H -
2018, 1 January 2019 and = NE
30 June 2019 (unaudited) T=E=Ev—F -
—Z-NE-HA-BK
| el
(REBER) 8,000,000,000 400,000

Number of Nominal value Nominal value

shares of shares of shares
RAEE ROHEE RO EE
HK$'000 RMB'000

BT ARBTT

Issued and fully paid: EBETREME :

At 1 January 2018 RZE—)\F
—A= 4,762,033,424 238,101 214,067
Issue of new shares upon  FE A BERHE
consideration share BATHRID
granted 61,437,500 3,072 2,554
Issue of new shares upon T ACE B EATHT
placement ) 812,500,000 40,625 35,818

At31 December 2018, R=F—/\F
1 January 2019 and A== E

30 June 2019 —ZE-hEF
(unaudited) =il
—Z-NE
ANA=TH
(REEER) 5,635,970,924 281,798 252,439
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)

REBEZ DB RRM T )

17. Commitments 17.

(a) Capital commitments

At 30 June 2019, no capital commitment
had contracted but not provided for
(31 December 2018: RMB270,000 for
intangible assets).

(b) Other commitments

At 30 June 2019, the Group had
certain commitments in respect of the
outstanding capital contribution of the
following subsidiaries:

AIE
(a) BAREIE

N = PS = s B = A
B MECTHEREE
MEARERE(ZZT—NF
TEE= B ¢ mEy
BEARK270,0007T) °

(b) HAbEE

R NE~NA=+
B ANEERATHER

ANATEKEECERS
T
Unaudited Audited
RISERZ RERZ
30 June 31 December
2019 2018

—B-NEF =5\
RNEZErE S=E=r—E

RMB'000 RMB'000
ARET T ARETT

Solomedia Digital (Shanghai) %5 FEIERH (L7§)

Limited BRAT
Solomedia (Yixing) Limited 5T EEERHE (HE)
BRAR
Haihai Travel Cloud Limited ~ B§#SiREEZEHIR AR
Cosmartec Limited REEEREMBRAR
REABEHE (B8) REREEEHE (B8)
BRAR BRAR

Cloutac Networks Limited LB ERAR

- 2,635

- 22,835
4,379 4,374
26,379 26,348
- 878

431 430
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL I HRME @)

18. Related party transactions 18. BHAIXRS
The Group had the following transactions with ANEBREAAEH BB
its related parties during the period: ATRS :
(@) Transactions with related (a) EHEEL XS
parties
Unaudited
REEK
Name of Nature of
related parties Relationship transaction 30 June 2019 30 June 2018
b 3 —Z)N\E
BB AR B% RHHE AA=TH ~A=TH
RMB'000 RMB'000

ARBT T ARETT

fRIEREBEH (£8)  Controlled by two Service income - 437
BRAR senior management  received
personnel of the
Group
BASERERRER WHREKA
ABPEH
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL B HRME @)

18. Related party transactions 18. BHAE RS @)
(Continued)
(b) Due from/(to) related parties (b) FEWL(FE(T) BEEE
F IR
Unaudited Audited
FEEH &E%
30 June 31 December
Name of related parties ~ Relationship Terms 2019 2018
“B-nE E-)\§
BERER BE RARH HEHE == H
RMB000 RMB000
ARMT T ARBTTL
Lucky Creation Enterprise ~ Controlled by a senior ~ Unsecured, interest-free (5,132) (5,125)
Limited management personnel  and repayable on
of the Group demand
HASE-TRREE BER . SERER
ABIEH TREEE
Singutac Group Holdings ~ Controlled by a senior ~ Unsecured, interest-free - 86
Limited management personnel  and repayable on
of the Group demand
BRZEARERAR  pAEE-—RERER  BER 28RER
AE#H ERRER
Kwan Che Ho, Jacky Asenior management  Unsecured, interest- (700) (700)
personnel of the Group  free and repayable
on demand (2018:
unsecured, interest-
bearing of 10% per
annum and repayable
on or before 15 June
2019)
Bs5 FEESHERAE  BER QERER
ZXEER
(ZE-N\%5 &
ER - %10%2
ERIE S RER
ZE-NERA
TERHZHIER)
Unsecured, interest-free (1,000) -
and repayable on
demand
EER 28R
AREEER
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)

REEZP AT RR N )
18. Related party transactions 18. BHAE RS @)
(Continued)
(b) Due from/(to) related parties (b) FEUR~(FEAT) BEEE
(Continued) FRIE ()
Unaudited Audited
FEEY BEG
30 June 31 December
Name of related parties Terms 2019 2018
“B-nE “2-0\F
BELER REHH QSN =A=1-H
RMB000 RMB000
ARBTT ARETT
Kwan Che Hang, Jason Asenior management  Unsecured, interest-free - (106)
personnel of the Group  and repayable on
demand
B%lE EER RERAR
ZRBER
Zhang Fang Asenior management  Unsecured, interest-free 8 (33)
personnel of the Group  and repayable on
demand
R EER - 2ERAR
(c) Due (to)/from directors and (0 EM), WESK

non-controlling interest

The amount due (to)/from directors and
non-controlling interest are unsecured,
interest-free and repayable on demand.

F RS TR
FE(R),WEE R IR

TR EEN 2R
NEMBREFEE
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
AREELP T ERRME @

18. Related party transactions
(Continued)

(d) Guarantees provided by

(e)

related parties for banking
facilities

Details of guarantees provided by related
parties for banking facilities granted to
the Group are set out in note 15 to the
Interim Financial Statements.

Except for the above mentioned,
general banking facilities to the extent
HK$3,500,000 (31 December 2018:
HK$3,500,000) are secured by a property
owned by a related company, which
is owned by two senior management
personnel of the Group and the directors
of the Company’s subsidiaries.

Key management personnel
remuneration

The remuneration of directors and other
members of key management during the
period was as follows:

18. BEEA B ()

b=E
it

(d) B i
BERHR

B RIRITEE
ERHEER

BB AR T ASEE 2R
TTRE R IR R IR AT

BB HABA 7 3R P
{li5%
B EXPmstioh - —MRERTT

RbE B 3,500,000 7T (=
el s Bl =
B : 7% 3,500,000 7T ) LA
—MEB AR (AAEE
ME=REBABRAA
AfBARESHER) %
BRI

(e) TEEEAEHM

HNEERT2ERER
B2 F M T

Unaudited
REEX
Six months ended 30 June

BEAA=THIEAEA

2019 2018

—E-hF = N\es

RMB’000 RMB’000

ARETT ARETT

Short-term benefits G HAR 2% 2,907 2,517
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL I HRME @)

19. Significant investments, 19. EARE - WEREE
acquisitions and disposals EI15
The Group did not have any significant AEEBRBEAY EEREREK
investments, material acquisitions and disposals B BANELNEESHE-
during the period.

20. Non-adjusting events after the  20.

reporting period

On 3 July 2019, Solomedia Yixing Limited
(B TFEIRIREE)AER DR, an  indirect
wholly-owned subsidiary of the Company, as
purchaser (the “Purchaser”), entered into a
transfer agreement (the “Agreement”) with
Yixing Zen Tea Yiwei Culture Communication
Company Limited (EEBR—IKULEES
fRA7]) as vendor (the “Vendor”), for the
transfer of certain registered trademarks and
the WeChat official account (collectively, the
“Intangible Assets”) of the Vendor.

Since the sole shareholder and director of
the Vendor is the director of the Purchaser,
accordingly, the Vendor is a Connected
Person of the Company at the subsidiary level
and the entering into of the Agreement and
the transaction contemplated thereunder
constitutes a connected transaction on the
part of the Company under Chapter 14A of
the Listing Rules. However, as all the applicable
percentage ratios under the Agreement are
less than 0.1%, this transaction is a de minimis
transaction which is fully exempted from the
disclosure requirement pursuant to Rule 14A.76
of the Listing Rules.

After entering into the Agreement, the
Purchaser will develop the transferred WeChat
official account into a tea culture platform to
enhance the revenue base of the Group.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS (Continued)
REEL B HRME @)

20. Non-adjusting events after the 20. RIREHR LKA
reporting period (Continued) ZEEIE ()
Saved for the above, there were no material M E Rt b - Ak HARE
non-adjusting events after the reporting period. BIES KRAKEAER 2 EH -

21. Seasonality 21. Z=HH
The Group's revenue from E-commerce REBREBEFRAEHERAATR
solutions segment is subject to seasonal DEZ WA R BT E -
fluctuations, with peak demand in the ERSBEAZEFNEE - FT
fourth quarter of the year. The said seasonal e FEHERBEZEHREP
fluctuations are primarily due to the increase of RAFERFHEHNEMOEEH
purchases during particular promotion events, [E4+— | R [2+— | ZHHHEH
such as “Double 11” and “Double 12" in the BINKEEMR - B2 T —
fourth quarter. For the six months ended 30 FEARNHA=THIEEA : &E
June 2019, revenue from E-commerce solutions BETRAEERTED EBZ WA
segment represented 43.8% (six months ended EhE= =N T = A= —
30 June 2018: 14.7%) of the annual revenue in HIEFEZEFERARNAL8%
the year ended 31 December 2018. EHE== N H=—HIE

NMEA 147%) °

22. Future plans for material 22. ERAREGELREEN
investments or capital assets RRETE
Saved as disclosed in note 17 and 20, the Group FRETEE17 R 20FTHBEE N - R
had not executed any agreement in respect of AP HREHE  AREBWL K
material investments or capital assets and did MEAREIERNEEREMR
not have any other future plans relating to i BWEREARER
material investments or capital assets as at the BEREEFEMARTE -
date of this interim report.

23. Approval of the unaudited 23. HAERKEXPHTK
Interim Financial Statements E

The unaudited Interim Financial Statements
have been approved and authorised for issue by
the Board on 30 August 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWE D

Caution regarding forward-looking
statements

This Management Discussion and Analysis contains
forward-looking statements which reflect the
Company’s current beliefs with respect to future
events and are based on information currently available
to the Company. Forward-looking statements involve
known and unknown risks, uncertainties and other
factors that may cause actual results or events to differ
materially from those anticipated in such forward-
looking statements. When reviewing the Company’s
forward-looking statements, investors and others
should not place undue reliance on these forward-
looking statements and should carefully consider the
foregoing factors and other uncertainties and potential
events. Unless otherwise required by applicable
securities laws, the Company disclaims any intention or
obligation to update the forward-looking statements.
The Company has an ongoing obligation to disclose
material information as it becomes available.

Review of results and operations
Business review

The Company is an investment holding company,
through its subsidiaries, providing (i) software sales
and 020 consultation services by 020 solutions
segment; (i) digital advertising platform and related
solutions by IDM solutions segment and (iii) marketing
strategy and management of operation of online shop
on e-commerce platform by E-commerce solutions
segment.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EERENwmED

A )

Review of results and operations
(Continued)

Business review (Continued)

0

(ii)

020 solutions segment

020 solutions segment provides tailormade
social  customer relationship management
("CRM") platforms and IT support services
to clients which are mainly shopping mall
operators, property management companies
or developers in the PRC. The use of big data
in the social CRM platforms assists clients
in understanding consumers’ behavior and
personalising customers’ experience which
facilitate targeted promotion and marketing
activities. Segment revenue for the six months
ended 30 June 2019 decreased by 38.7% to
approximately RMB1,680,000 mainly due to
decrease in demand of the construction of Wi-Fi
platforms in shopping malls along with the lower
cost and popularisation of connecting to mobile
data services by end users.

IDM solutions segment

IDM solutions segment provides mobile payment
business in Hong Kong. The Group, through
its subsidiary, Haihai Travel Cloud Limited
("Haihai”) continued to assist merchants with
WeChat Pay payment access, settlement and
marketing campaigns that WeChat Pay offered.
As at 30 June 2019, Haihai had been working
with about 1,100 merchants who mainly
engaged in retailing businesses such as medical
and pharmaceutical services, cosmetics and
beauty, jewellery, apparel, food and beverage,
so as to offer customers a more convenient and
fast mobile payment option when making both
online and offline purchase.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEEBNWR D@

Review of results and operations
(Continued)

Business review (Continued)

(ii)

(iif)

IDM solutions segment (Continued)

WeChat Pay is becoming more popular in Hong
Kong given that more Hong Kong residents has
started using WeChat Pay as payment method
and that more mainland Chinese tourists
are able to use WeChat Pay in Hong Kong.
Although the WeChat Pay transaction amount
recorded for the six months ended 30 June
2019 increased, segment revenue decreased by
7.0% to approximately R\MB1,923,000 mainly
due to reduced fee rate offered to merchants
in response to the fee competition resulting
from the increasing number of other authorised
WeChat Pay service providers emerged in the
market.

E-commerce solutions segment

E-commerce solutions segment mainly builds and
operates single and multi-brand e-commerce
platforms and flagship stores on multiple online
channels and provides tailored end-to-end
e-commerce solutions to clients. The Group
mainly manages the online stores for customers
on the online e-commerce platforms such as
Tmall, JD.com, VIP.com, WeChat and Pinduoduo
and; (ii) sells merchandises such as cosmetics,
leather goods, home appliances, electric devices,
kitchenware and food mainly through online
e-commerce platforms such as Guanaitong and
self-owned online shops on Taobao and WeChat
official account and/or through offline channels
such as corporate bulk purchase and direct sales
to dealers; and (iii) provides online marketing
services to promote customers’ products through
key opinion leaders and in social media platforms
such as Xiaohongshu.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEEBNWR D@

Review of results and operations
(Continued)

Business review (Continued)
(i) E-commerce solutions segment (Continued)

Segment revenue decreased by 13.5% to
approximately RMB4,971,000 for the six
months ended 30 June 2019 mainly due to the
drop in sales commission resulting from some
brands not renewing agency agreements. The
decrease was partially offset with the increase
in sales of merchandises since the Group further
expanded product sales business by cooperation
with more third party online channels to
increase the product exposure to boost sales.

Financial Review

The Group recorded a decrease in revenue by 18.8%
to approximately RMB8,574,000 for the six months
ended 30 June 2019. The drop was mainly attributable
to the decrease in commission income contributed by
E-commerce solutions segment and decrease in sales
of hardware and software and installation service by
020 solutions segment.

Cost of sales mainly included cost of merchandises sold
under E-commerce solutions segment. The amount
for the six months ended 30 June 2019 increased by
78.3% to approximately RMB1,405,000 primarily due
to higher costs associated with an increase in sales of
merchandises.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEEBNWR D@

Review of results and operations
(Continued)

Financial Review (Continued)

Employee benefits expenses for the six months
ended 30 June 2019 recorded a decrease of 17.0%
to approximately RMB10,504,000 mainly due to the
reduced headcounts in the 020 solutions segment.
Other operating expenses mainly represented auditor’s
remuneration, legal and professional fee, business
development costs, office rental expenses, travelling
expenses and other office expenses. The amount for
the six months ended 30 June 2019 dropped by 33.3%
to approximately RMB4,554,000 mainly because of
decrease in other operating expenses incurred for 020
solutions segment.

Prospects

Looking forward, the Group will continue to strengthen
and retain the relationship with business partners by
increasing resources to provide value-added services
such as developing social media platforms and channels
in order to build up the competitive advantages and
enhance customer loyalty. The Group will also continue
to seek cooperation with more different e-commerce
platforms and suppliers in order to improve the product
exposure and supply chain and enhance profitability. The
Group, from time to time, strives for strategic investment
and business opportunities that could maximise returns
for shareholders and achieve profitable growth in the
long term.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEEBNWR D@

Liquidity and financial resources

As at 30 June 2019, the Group's bank and cash
balances were approximately RMB242,307,000 (31
December 2018: approximately RMB252,459,000)
and bank loans were RMB1,000,000 (31 December
2018: approximately R\MB9,000,000). All bank loans
were denominated in Renminbi and repayable within
one year. Bank loan of RMB1,000,000 was arranged at
fixed interest rate (31 December 2018: RMB2,000,000
was arranged at fixed interest rates and RMB7,000,000
was arranged at floating interest rates). The bank
loans were secured by personal guarantee provided by
a senior management personnel of the Group and a
director of the Company’s subsidiaries.

As disclosed in 2018 annual report, the Company had
completed the placing of 812,500,000 ordinary shares
on 12 December 2018 which generated a net proceed
of approximately RMB226,926,000 (equivalent to
approximately HK$257,380,000, after deducting
relevant expenses incurred in relation to the placing),
which was mainly used as general working capital for
existing business and for investment of new business
in the upstream and downstream of the Group's
principal business if opportunities arise.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEEBNWR D@

Liquidity and financial resources
(Continued)

RBESRUBER @

As at 30 June 2019, the aforesaid net proceed uses W=—ZFE—HESA=1+H W Filfis
which are consistent with the intended use of proceeds ~ B R IZEA SR IBERTE B —
has been applied as follows: B RAERAMT :
Utilised Unutilised
Intended use amount of amount of
of proceeds proceeds proceeds
g E EBAME RBAME
RERZE RESE RESHE
HK$'000 HK$'000 HK$'000
BETT BETIT BT
() General working capital () BBEEBKZ—KE 257,380 9,114 248,266
for existing business BEAS® (for both (i) (for both (i)
(i) - Investment of new (i) REERAEELEZ and (ii)) Nil and (ii))
business in the upstream  ¥#HERZ LKk (HHTEEH/E() (HHTFW/F (i)
and downstream of TR ER (ii)) (ii))
the Group's principal
business
Total e 257,380 9,114 248,266

The Group monitors capital on the basis of the debt-
to-adjusted capital ratio. This ratio is calculated as net
debt divided by adjusted capital. Net debt is calculated
as total debts less cash and cash equivalents. Adjusted
capital comprises all capital and reserves attributable
to the owners of the Company. As at 30 June 2019,
the debt-to-adjusted capital ratio was not applicable
since the cash and cash equivalents was over total
debts (31 December 2018: not applicable since the
cash and cash equivalents was over total debts). It
is the Group’s strategy to keep the debt-to-adjusted
capital ratio as low as feasible.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEEBNWR D@

Human resources

As at 30 June 2019, the Group had a total of
approximately 103 employees (As at 30 June 2018:
approximately 107 employees). Employee benefits
expenses (including directors’ emoluments) for the
period were approximately RMB10,504,000 (30 June
2018: approximately RMB12,659,000). Employees
were remunerated based on their performance,
experience and prevailing industry practice. Bonuses
and rewards might also be awarded based on
individual staff performance and in accordance with
the Group's overall remuneration policies. The Group's
management reviewed the remuneration policies
and packages on a regular basis. The Remuneration
Committee of the Company’s Board is responsible for
overseeing and reviewing the remuneration packages
of the directors and senior management.

Foreign exchange exposure

Major subsidiaries of the Group operate in the PRC
and most of the transactions are denominated in
Renminbi. As certain of the Group’s monetary assets
and liabilities are denominated in Hong Kong dollars
and United States dollars, any significant exchange
rate fluctuations of Hong Kong dollars and United
States dollars against Renminbi may have financial
impacts to the Group. Currently, the Group does not
use any derivative financial instruments. Nevertheless,
the Group will review the risk from time to time and
take response measures if necessary.

Pledged assets

As at 30 June 2019, no assets of the Group were
pledged to secure its loans and banking facilities (31
December 2018: charges over building, prepaid land
lease payments and investment properties of the
Group).
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEEBNWR D@

Contingent liabilities

The Company acquired 51% equity interests in LCE
Group Limited (“LCE Group”) from the vendor (a BVI
company) on 28 December 2017. This transaction is
regarded as indirect transfer of the PRC subsidiaries
of LCE Group by non tax residents and fall within the
scope as described in the Public Notice 2015 No. 7
issued by the State Administration of Taxation (the
“SAT").

The capital gain derived from such indirect transfer will
be subject to EIT and the withholding agent should
withhold the EIT amount for settlement with the tax
authorities pursuant to the Public Notice 2017 No. 37
issued by SAT. The PRC tax authorities would demand
the withholding agent for the payment of EIT and
impose penalty of 50% to 3 times of the unpaid EIT.
The penalty may be relieved if the indirect transfer has
been voluntarily reported to the PRC tax authorities.

As disclosed in previous annual reports, as at 31
December 2017, the Group has paid RMB58,358,000
(equivalent to HK$70,000,000) to the vendor. On 25
June 2018, consideration shares of RMB5,414,000
(equivalent to HK$6,541,000) was granted to the
vendor as part of the consideration for the acquisition
of LCE Group. Neither the Group nor the vendor has
reported the share transfer transaction or has settled
the EIT to the PRC tax authorities upon consideration
being partially settled according to the Agreement.
The directors, after consulting the Group’s PRC
legal counsel, were of opinion that a provision
of RMB5,581,000 calculated based on the cash
consideration paid to the vendor as of 31 December
2017 and further provision of RMB566,000 was made
regarding the shares granted during 2018. They also
considered that the risk of having a penalty imposed
by the PRC tax authorities was reasonably low.

Apart from the above, the Group has no other material
contingent liabilities as at 30 June 2019.
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OTHER INFORMATION
Htp&ER

Directors’ and chief executive's
interests and short positions in
the shares, underlying shares and
debentures of the Company and its
associated corporations

As at 30 June 2019, the interests and short positions of
the Directors and the chief executive of the Company
in the shares, underlying shares and debentures of
the Company or any associated corporations (within
the meaning of the Securities and Futures Ordinance
("SFO") which (a) were required to be notified to
the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which the Director is
taken or deemed to have under such provisions of the
SFO); or (b) were required, pursuant to section 352
of the SFO, to be entered in the register referred to
therein; or (c) were required, pursuant to the Model
Code to be notified to the Company and the Stock
Exchange were as follows:

Long positions in the shares
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RE

— E7s B = (E 0 A
%&?%‘GE&AEF$ GIEXERER:E|
BOAE (T R ESREEG (&%
REEHKH ) 2&H - HERDRE
EEPHE ) RIEES BRGNS
XV*B%7&8’\*¢E\9EDAZK A K Bt
R MR R (BIEREEH & A
%’:ﬂ%w*ﬁEﬁﬂﬂz%%%&ﬁ%&ﬂﬁz&
BEZEZRKR) b)) BRIEFES
HE K ﬁ\J;ﬁ35zﬂ i?ﬁuaﬁ’\\uiiﬁmﬁﬁ
EETMzEEEAR  KOBREZ
<P RBR S AR E) R R T2 S
EHREIT

E8viped sy )

Number of Shares

ROEE

Approximate

percentage of

Personal Total total share

Name of director Capacity interest interests capital

ESREF V&S

BEEgA 54 B AR B AL

Yang Xin Min Beneficial 2 5730 56 57/3 0 10.51%
HHTER B

Yang Zhen Beneficial 1,336,000 1,336,000 0.02%
e B
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OTHER INFORMATION (Continued)
HiER &)

Interests and short positions of
substantial shareholders in the
shares and underlying shares of the
Company

As at 30 June 2019, so far as was known to the
Directors and the chief executive of the Company, the
following persons had an interest or short position
in the shares and underlying shares in would fall to
be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or who were,
directly or indirectly, interested in 5% or more of the
nominal value of any class of share capital carrying
rights to vote in all circumstances at general meetings
of the Company or any other member of the Group.

Long positions in the shares
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Number of shares

BROEE

Approximate

percentage of

Personal Total total share

Name of shareholder Capacity interest interests capital
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Yang Xin Min Beneficial 2573880 592 57/35 0 10.51%
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OTHER INFORMATION (Continued)
HibE R @)

Share options granted pursuant to
the share option scheme

Pursuant to the written resolution by the shareholders
of the Company on 24 September 2002, the share
option scheme (the “Old Scheme"”) was approved
and adopted and, the Board may, at its discretion,
grant share options to the eligible persons as defined
in the Old Scheme. The Old Scheme was terminated
on 27 May 2011, such that no further options could
thereafter be offered under the Old Scheme but in all
other respects and provisions of the Old Scheme shall
remain in full force and effect.

Pursuant to the resolution passed by the shareholders
of the Company in the annual general meeting held
on 27 May 2011, a new share option scheme (the
“New Scheme"”) was approved and adopted and,
the Board may, at its discretion, grant options to the
eligible persons as defined in the New Scheme. The
New Scheme will expire on 27 May 2021.

During the period ended 30 June 2019, no options
have been granted under the New Scheme. No options
were outstanding as at 30 June 2019 and 2018.

Purchase, sale or redemption of
listed securities

Neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s
listed securities during the six months ended 30 June
201119
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OTHER INFORMATION (Continued)
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Pre-emptive rights

There is no provision for pre-emptive rights under the
Company'’s articles of association or the laws of the
Cayman Islands, which would oblige the Company
to offer new shares on a pro-rata basis to existing
shareholders.

Material litigation

During the six months ended 30 June 2019, the
Company was not involved in any litigation or
arbitration of any material importance.

Corporate governance

Compliance with the Code on Corporate
Governance Practices

During the six months ended 30 June 2019, the
Company has complied with the Code on Corporate
Governance Practices as set out in Appendix 14 to the
Listing Rules except for the following deviation:

Code Provision A.2.1 of the Corporate Governance
Code stipulates that the roles of Chairman and Chief
Executive Officer (“CEO") to be performed by different
individuals. The deviation is deemed appropriate
as the Company believes that the combination
of the roles of Chairman and CEO promotes the
efficient formulation and the implementation of the
Company'’s strategies enabling the Group to grasp
business opportunities efficiently and promptly. The
Company considers that through the supervision of its
Board and its independent non-executive directors, a
balancing mechanism exists so that the interests of the
shareholders are adequately and fairly represented.
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OTHER INFORMATION (Continued)
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Corporate governance (Continued)

Model Code for Securities Transactions
by Directors of Listed Issuers (“Model
Code”)

The Company has adopted a code of conduct regarding
directors’ securities transactions in terms as stringent
as those set out in the Model Code. All Directors,
following specific enquiries made by the Company,
confirmed that they have complied with the required
standard of dealings as set out therein throughout the
six months period ended 30 June 2019.

Audit committee

The Company set up an Audit Committee on 24
September 2002 with its written terms of reference
being in compliance with the Rules set out in “A Guide
for the Formation of An Audit Committee” issued by
Hong Kong Institute of Certified Public Accountants.
The primary duties of the Audit Committee are to
review and supervise the financial reporting process,
risk management and internal control systems of
the Group. The Audit Committee along with the
management have reviewed the accounting principles,
standards and methods adopted by the Group, and
have reviewed the unaudited Interim Financial
Statements for the six months ended 30 June 2019.

By order of the Board
Yang Xin Min

Chairman

Hong Kong, 30 August 2019
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