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Management Discussion and Analysis

The board (the “Board") of directors (the “Directors”) of NNK Group Limited (the
“Company") hereby presents the unaudited consolidated interim results of the Company
and its subsidiaries (collectively, the “Group”) for the six months ended 30 June 2019,

together with the comparative figures for the corresponding period in 2018.

BUSINESS REVIEW

The Group is principally engaged in providing mobile top-up services to mobile users
through electronic banking systems of PRC banks, offline channels including convenience
stores, mobile phone stores and other third party retailer chains, and other channels

including third-party online platforms, its own websites and WeChat public account.

In recent years, the competition in mobile top-up service industry was fierce. The
traditional mobile top-up service (including mobile top-up services through electronic
banking systems of PRC banks and offline channels) was facing challenges from third-party
online platforms such as WeChat and Alipay. It results in decreasing market share of the
traditional top-up channel in the overall mobile top-up industry. The discount rates offered
by the operators and their major distributors declined. In addition, as various social media
contains vocal and video call functions and the provision of much favourable service plans
by the operators in response to the state policy, there was a decrease in mobile top-up
amounts by users. The average top-up value of a top-up request for the six months ended
30 June 2019 was RMB64.9, which was lower than RMB66.1 for the six months ended 30
June 2018.
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Management Discussion and Analysis

BEEENmR DT

In response to the current market condition, the Group has adjusted its marketing strategy
during the six months period ended 30 June 2019. In view of the downward trend in
the market share of the PRC banks channel to the overall mobile top-up industry was
slowing down, together with the increasing investment from the major PRC banks in
promotion activities for their mobile banking services, the Group focused on expanding
its bank network and deepening its cooperation with major PRC banks, and increase its
services provided through its platform. As at 30 June 2019, the Group had cooperative
relationships with 66 PRC banks, including five largest state-owned commercial banks and
10 of 12 nation-wide joint stock commercial banks, as compared with 65 PRC banks as
at 30 June 2018. The Group has cooperated with certain major PRC banks by supplying
mobile and data usage top-up for promotion activities in these banks on their websites
and mobile applications. As at 30 June 2019, the gross transaction value via electronic
banking systems increased by approximately 12.8% to approximately RMB2,787.8 million
for the six months ended 30 June 2019 from approximately RMB2,472.3 million for the
six months ended 30 June 2018. Moreover, due to the good cooperation with major
PRC banks over the past periods, the Group has successfully reduced in commission fee
rates charged by certain PRC banks, which can consolidate the long-term relationship with

those banks and reduce cost of operating bank channel.
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Management Discussion and Analysis

The Group has reviewed the inputs and outputs of existing channels in order to increase
the Group's operating efficiency and increase gross margin. In view of the high operating
costs, low transaction prices or high commission fees from certain channels, the Group
streamlined downstream channels during this period and terminated cooperation with
several third-party channel partners that charged higher commission rates and reduced
the scale of offline channels. The number of mobile top-up requests processed by 007ka
top-up platform was approximately 55.1 million for the six months ended 30 June
2019, representing a decrease of approximately 31.8% as compared with approximately
80.8 million for the six months ended 30 June 2018. The gross transaction value with
mobile users (including mobile top-up and data usage top-up services) decreased by
approximately 33.0% to approximately RMB3,577.9 million for the six months ended 30
June 2019 from approximately RMB5,337.6 million for the six months ended 30 June 2018.
Although cutting lower-efficiency channels resulted in decreasing the gross transaction
value with mobile users during the current interim period, the Group can benefit by
reducing fixed costs such as interface maintenance fees charged by network providers and
supporting staff cost. At the same time, the Group's resources can be diverted to channels
and projects with higher margins by streamlining downstream channels to improve overall

operational efficiency.

In view of increasing staff costs in recent years, the Group has established a research and
development and customer service centre in Chengdu during the six months ended 30
June 2019 and diverted some fundamental research and development and customer
service works to Chengdu. It resolved the problem of high staff costs of recruiting
technicians in Shenzhen. The Group will expand the scale of Chengdu's research
and development and customer service segments depending on the development of
its business, with an aim of gradually reducing the cost of supporting services while

maintaining the quality of the Group's services.
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Management Discussion and Analysis

BEEEN®R DM

Through the above measures, the profit attributable to owners of the Company for the
six months ended 30 June 2019 was approximately RMBO0.4 million, as compared to
loss attributable to owners of the Company for the six months ended 30 June 2018 of

approximately RMB12.9 million.

OUTLOOK

With the fierce competition within the industry and the downward trend of discount rates
offered by the operators and their major distributors from previous years, the mobile
top-up service industry in the PRC is facing challenge. The Group believes that currently
the mobile top-up service in the PRC is a necessity for people’s livelihood in the PRC.
The Group believes that through continuous improvement of operation and internal
management, the mobile top-up service industry in the PRC is still promising. The Group
will base on its extensive experiences and competitive advantages in the mobile top-up
service industry to enhance cooperation with PRC banks and the operators, and expand
the Group's service offerings in existing channels. Moreover, the Group will actively seek
for opportunities to cooperate with the leading internet companies and e-commerce
companies and strive for the market share in those e-commerce channels. The Group will
also continue to optimize the Group's operational procedure to reduce the operating cost

and improve the efficiency of its workflow.
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Management Discussion and Analysis

FINANCIAL REVIEW

Revenue

For the six months ended 30 June 2019, the Group recorded a revenue of approximately
RMB25.1 million, representing a decrease of approximately 4.9% as compared with
approximately RMB26.4 million for the corresponding period in 2018. The decrease was
primarily due to the decrease in mobile top-up requests through the Group's channel
partners as a result of the streamline of the downstream channel by the Group during
the current interim period, and such effect was partly offset by the increase of average
discount rate received from the PRC telecommunication operators and their distributors

during the interim period.

Gross Transaction Value with Mobile Users

The gross transaction value with mobile users decreased by approximately 33.0%
to approximately RMB3,577.9 million for the six months ended 30 June 2019 from
approximately RMB5,337.6 million for the six months ended 30 June 2018. As at 30
June 2019, the gross transaction value via electronic banking systems increased by
approximately 12.8% to approximately RMB2,787.8 million for the six months ended
30 June 2019 from approximately RMB2,472.3 million for the six months ended 30
June 2018. The gross transaction value through offline channels down by approximately
96.7% to approximately RMB4.2 million for the six months ended 30 June 2019 from
approximately RMBI126.5 million for the six months ended 30 June 2018. The gross
transaction value through other channels including third-party online platforms, the
Company's own website and WeChat public account decreased by approximately
71.3% to approximately RMB785.9 million for the six months ended 30 June 2019 from
approximately RMB2,738.8 million for the six months ended 30 June 2018. The decrease
in the gross transaction values through offline channels and other channels was resufted
from the streamline of the downstream channels during the six months ended 30 June

2019.
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Management Discussion and Analysis

SRR R )

Gross Transaction Value with PRC Telecommunication Operators, their Distributors
and other Channels

The average discount rate that the Company received from the PRC telecommunication
operators, their distributors and other channels increased from approximately 0.5% for
the six months ended 30 June 2018 to approximately 0.7% for the six months ended 30
June 2019. The gross transaction value with the PRC telecommunication operators, their
distributors and other channels decreased by approximately 33.1% for the six months
ended 30 June 2019 as compared to the six months ended 30 June 2018, which was in

line with the decrease in the gross transaction value with mobile users.

Cost of Revenue

Cost of revenue decreased by approximately 41.2% to approximately RMBI10.5 million
for the six months ended 30 June 2019 from approximately RMBI7.9 million for the six
months ended 30 June 2018, primarily due to (I) decrease in commission fees charged
by PRC banks and other channels for handling mobile top-up service requests via their
electronic systems, as a result of reduction of the rates for commission fees charged by
certain PRC banks and the Group's ceasing cooperation with certain third-party channel
partners charging higher commission rates; and (2) decrease in interface maintenance fees
charged by network providers to facilitate online mobile top-up services due to decrease

in channel partners and transaction volume.

Gross Profit and Gross Profit Margin

As a result of the increase in discount rate and decrease in cost of revenue, gross profit
increased by approximately 71.2% to approximately RMBI14.6 million for the six months
ended 30 June 2019 from approximately RMB8.5 million for the six months ended 30
June 2018.

The Group's overall gross profit margin increased to approximately 58.1% for the six
months ended 30 June 2019 from approximately 32.3% for the six months ended 30 June
2018, primarily attributable to the increase in average discount rate received from the

PRC telecommunication operators and their distributors and decrease in cost of revenue.
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Management Discussion and Analysis

Other Income and Gains and Losses

Other income and gains and losses decreased by approximately 28.9% to approximately
RMB3.5 million for the six months ended 30 June 2019 from approximately RMB4.9
million for the six months ended 30 June 2018. The decrease in other income and gains
and losses was primarily due to a one-off subsidy of approximately RMBI.0 million (for
the six months ended 30 June 2018: RMBI.9 million) was granted to the Group for the six
months ended 30 June 2019 in relation to research and development expenses incurred
in prior years, and unrealised net exchange gain from bank balances denominated in Hong
Kong dollars of approximately RMBO.| million (for the six months ended 30 June 2018:
RMBO.2 million) as a result of the depreciation of Renminbi against Hong Kong dollars for

the six months ended 30 June 2019.

Distribution and Selling Expenses

Distribution and selling expenses decreased by approximately 25.2% to approximately
RMB4.4 million for the six months ended 30 June 2019 from approximately RMB5.8
million for the six months ended 30 June 2018, primarily attributable to the decrease in

staff cost and sales promotion expenses.

Administration Expenses

Administration expenses decreased by approximately 33.0% to approximately RMB9.2
million for the six months ended 30 June 2019 from approximately RMB3.7 million for
the six months ended 30 June 2018, primarily attributable to decrease in staff cost and
adoption of cost control measures according to the Group's continuous optimisation of its

operating procedures.

Research and Development Expenses

Research and development expenses decreased by approximately 28.7% to approximately
RMB3.3 million for the six months ended 30 June 2019 from approximately RMB4.7
million for the six months ended 30 June 2018, primarily due to the decrease in staff cost

and depreciation cost of computer and office equipment.
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Management Discussion and Analysis

BEEENmR DT

Finance Costs

Finance costs decreased by approximately 59.2% to approximately RMBO0.9 million for
the six months ended 30 June 2019 from approximately RMB2.1 million for the six
months ended 30 June 2018, primarily due to the decrease in average bank borrowings as

compared with the corresponding period in 2018.

Income Tax Expense

No provision for income tax expense was made for the six month ended 30 June 2019
as the assessable tax profit from Shenzhen Niannianka Network Technology Co., Ltd, the
Group's PRC operating subsidiary, was set-off by its accumulated tax loss brought forward

from previous years.

Profit (loss) for the Period attributable to Owners of the Company
As a result of the cumulative effects of foregoing, profit for the six months ended 30 June
2019 was approximately RMBO0.4 million, as compared with the loss for the six months

ended 30 June 2018 of approximately RMBI12.9 million.

Liquidity, Financial Resources and Capital Structure
The Group's working capital was funded by cash from operating activities, bank loans and

proceeds from global offering.

As at 30 June 2019, cash and cash equivalents of the Group was approximately RMB98.9
million, as compared with approximately RMBI 15.8 million as at 3| December 2018. The
Group reported net current assets of approximately RMB183.0 million as at 30 June 2019,
as compared with approximately RMB182.9 million as at 3| December 2018. The Group’s
current ratio was approximately 2.96 as at 30 June 2019, as compared with approximately
236 as at 31 December 2018.
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Management Discussion and Analysis

The bank borrowings of the Group decreased by 50.0% to RMB20.0 million as at 30 June
2019 from RMB40.0 million as at 31 December 2018. As at 30 June 2019, the total bank
borrowings, being interest-bearing bank borrowings which are dominated in Renminbi,
carried interest rates at 5.90% (31 December 2018: 5.35% to 6.09%) per annum and are

repayable in one year.

The Group currently does not adopt any financial instruments for hedging purposes,
however, the management will consider the usage of financial instrument for hedging

purpose when the need arises.

Trade Receivables

Trade receivables mainly represent receivables from PRC banks in relation to our mobile
top-up service. Trade receivables increased from approximately RMBI 8.3 million for the
year ended 31 December 2018 to approximately RMBI21.6 million for the year ended 30
June 2019, primary reflecting the increase in proportion of transactions with longer credit
period (about 30 to 60 days from transaction date) due to deepening cooperation with

major PRC banks for their promotion activities.

Trade receivables turnover days (calculated by the average of the beginning and ending
balances of trade receivables of the year/period, divided by the gross transactions value
with mobile users for the year ended 31 December 2018 and multiplied by 365 days or
183 days for the six months ended 30 June 2019) for the six months ended 30 June 2019
was 6 days (for the year ended 3| December 2018: 3 days). The Company will continue
to monitor the credit risk by ongoing review the settlement of customers, and evaluate
the credit limits annually accordingly to the track record and financial position of the

counterparties.

Gearing Ratio

As at 30 June 2019, the gearing ratio (calculated by dividing bank borrowings by total
equity as at the end of the period) of the Group decreased to approximately 0.1 | from
approximately 0.22 as at 31 December 2018, primarily attributable to the decrease in

bank borrowings.
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Management Discussion and Analysis

SRR R )

Capital Expenditures

For the six months ended 30 June 2019, the Group had capital expenditure of
approximately RMBO.| million, as compared with approximately RMBO.| million for the
six months ended 30 June 2018. The expenditure was mainly related to the acquisition of

property, plant and equipment for replacement in daily operations.

Significant Investments
During the six months ended 30 June 2019, the Group did not have any significant

investments.

Capital Commitments

As at 30 June 2019, the Group did not have any material capital commitments.

Foreign Exchange Risk

The Group's reporting currency is in Renminbi to which the Group's material transactions
are denominated. The net proceed from global offering are denominated in Hong Kong
Dollars, which exposed the Group to market risk arising from changes in foreign exchange
rate. The Group currently does not have a foreign currency hedging policy, however, the
management of the Group will monitor foreign exchange exposure closely and consider

the usage of hedging instruments when the need arises.

Charges on Assets

As at 30 June 2019, the Group did not have any asset charges.

Contingent Liabilities and Guarantees
As at 30 June 2019, the Group did not have any significant contingent liabilities and

guarantees.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL ASSETS

There was no specific plan for material investments or capital assets as at 30 June 2019.
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Management Discussion and Analysis

MATERIAL ACQUISITIONS OR DISPOSALS
During the six months ended 30 June 2019, there was no material acquisition or disposal

of subsidiaries, associates and joint ventures by the Group.

INTERIM DIVIDENDS
The Board did not recommend the payment of interim dividend for the six months ended

30 June 2019 (for the six months ended 30 June 2018: nil).

EMPLOYMENT AND REMUNERATION POLICY

As at 30 June 2019, the Group had 74 full-time employees. Total staff cost (including
Director's remuneration) was approximately RMB8.4 million for the six months ended
30 June 2019, as compared with approximately RMB12.4 million for the six months
ended 30 June 2018. All employees have joined the state-managed retirement benefits
schemes in the PRC or Mandatory Provident Fund Scheme in Hong Kong, which are
classified as defined contribution plans. The Group believes that employees are one of
its most important assets and the Group strives to offer a competitive remuneration to
its employees. The Group has recruited and promoted individuals based on merit and
their development potentials. Remuneration package offered to all employees including
Directors is determined with reference to their performance, qualifications, experience and
the prevailing salary levels in the market. The Group has provided training opportunities
for its employees in order to enhance their qualifications and equip them with necessary
skills.

EVENTS AFTER THE REPORTING PERIOD
Save as disclosed in this interim report, there were no other significant events that might
affect the Group since the end of the six months ended 30 June 2019 and up to the date

of this interim report.
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Other Information
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED
SECURITIES
During the six months ended 30 June 2019, neither the Company nor any of its

subsidiaries purchased, sold or redeemed any of the Company's listed securities.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code") as set out in Appendix 10 to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”) as its code of conduct
regarding Director's securities transactions. Specific enquiries have been made to all
Directors and the Directors have confirmed that they have complied with the required
standard of dealing as set out in the Model Code during the six months ended 30 June
2019.

CORPORATE GOVERNANCE CODE

The Board believes that good corporate governance plays a vital part in maintaining
the success of the Company. The Group is committed to maintaining high standards of
corporate governance to safeguard the interests of the Shareholders and to enhance

corporate value accountability.

The Company has complied with all the applicable code provisions of the Corporate
Governance Code (the “CG Code") as set out in Appendix 14 to the Listing Rules during
the six months ended 30 June 2019. The Company will continue to review the current
corporate governance structure from time to time and shall make necessary changes

when appropriate and report to Shareholders accordingly.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT
POSITIONS IN THE SHARES, UNDERLYING SHARES OR DEBENTURES

As at 30 June 2019, the interest or short positions of the Directors or chief executives
of the Company in the Shares, underlying shares of the Company (the “Shares”) and
debentures of the Company or its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (‘SFO") required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interest or short positions which they were taken or deemed to have under
such provisions of the SFO) or which would be required, pursuant to section 352 of the
SFO, to be recorded in the register referred to therein, or which would be required to be
notified to the Company and the Stock Exchange pursuant to the Model Code were as

follows:
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Long Position in the ordinary shares of the Company RERAREERNEE

Approximate

Percentage of

Issued Share

Number of Capital®

Name of Director Capacity/Nature of Interests Shares held HEBRITRA

s 519/ EEME BERGOEE ESER AR

Mr. Huang Junmou(” Interest in controlled corporation 94,500,000 22.77%
BRRELEO RIS E RS

Mr. Yang Hua® Interest in controlled corporation 63,000,000 15.18%
BERLED R LB

Mr. Li Xiangcheng® Interest in controlled corporation 56,100,000 13.52%
FEREED R LB

Mr. Xu Xinhua'®) Interest in controlled corporation 26,400,000 6.36%
AERTEE SR RIS E RS
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Notes:

(1) Mr. Huang Junmou beneficially owns 100% of the share capital of Fun Charge Technology
Limited (‘Fun Charge Technology”). By virtue of the SFO, Mr. Huang Junmou is deemed to
be interested in 94,500,000 Shares held by Fun Charge Technology.

(2)  Mr. Yang Hua beneficially owns 100% of the share capital of Happy Charge Technology
Limited (“Happy Charge Technology”). By virtue of the SFO, Mr. Yang Hua is deemed to be
interested in 63,000,000 Shares held by Happy Charge Technology.

(3)  Mr. Li Xiangcheng beneficially owns 100% of the share capital of Cool Charge Technology
Limited (“Cool Charge Technology). By virtue of the SFO, Mr. Li Xiangcheng is deemed to
be interested in 56,100,000 Shares held by Cool Charge Technology.

(4)  Mr. Xu Xinhua beneficially owns 100% of the share capital of Enjoy Charge Technology
Limited (“Enjoy Charge Technology). By virtue of the SFO, Mr. Xu Xinhua is deemed to be
interested in 26,400,000 Shares held by Enjoy Charge Technology.

(5)  The percentage of shareholding was calculated based on the Company's total issued share
capital of 415,000,000 Shares as at 30 June 2019.

Save as disclosed above, as at 30 June 2019, none of the Directors and chief executives of
the Company had or was deemed to have any interests or short positions in the Shares,
underlying Shares or debentures of the Company or its associated corporations (within
the meaning of Part XV of the SFO) which was required to be recorded in the register
required to be kept by the Company pursuant to section 352 of the SFO, or which was
required, pursuant to the Model Code, to be notified to the Company and the Stock
Exchange, or as otherwise notified to the Company and the Stock Exchange pursuant to

the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 30 June 2019, to the best knowledge of the Directors, the following persons (other
than the Directors and chief executives of the Company) had or deemed or taken to
have an interest and/or short position in the Shares or the underlying Shares which are
required to be disclosed under the provisions of Division 2 and 3 of Part XV of the SFO
as recorded in the register required to be kept by the Company under section 336 of

SFO were as follows:

Long positions in the ordinary shares of the Company
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Approximate

Number of Percentage of

Shares or  Issued Share Capital®

Substantial Shareholders Capacity/Nature of Interests Securities held EEBITRA
FTERR g%/ R@ME BEROHESHE BOESLe
Fun Charge Technology!" Beneficial owner 94,500,000 22.77%
Fun Charge Technology!" EREAAN

Happy Charge Technology® Beneficial owner 63,000,000 15.18%
Happy Charge Technology® EnEBA

Cool Charge Technology® Beneficial owner 56,100,000 13.52%
Cool Charge Technology® -t/ Z=PN

Mr. Huang Shaowu® Interest in controlled corporation 60,000,000 14.46%
BRAREEY RIEEEER

China Charge Technology Limited® Beneficial owner 60,000,000 14.46%
China Charge Technology Limited® EnBEBA

Enjoy Charge Technology® Beneficial owner 26,400,000 6.36%
Enjoy Charge Technology® EREAAN

Notes: BfEE -

(1) Mr. Huang Junmou is the director and beneficially owns 100% of the share capital of Fun

Charge Technology. By virtue of the SFO, Mr. Huang Junmou is deemed to be interested in

94,500,000 Shares held by Fun Charge Technology.
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Mr. Yang Hua is the director and beneficially owns 100% of the share capital of Happy
Charge Technology. By virtue of the SFO, Mr. Yang Hua is deemed to be interested in
63,000,000 Shares held by Happy Charge Technology.

Mr. Li Xiangcheng is the director and beneficially owns 100% of the share capital of Cool
Charge Technology. By virtue of the SFO, Mr. Li Xiangcheng is deemed to be interested in
56,100,000 Shares held by Cool Charge Technology.

Mr. Huang Shaowu is the director and beneficially owns 100% of the share capital of China
Charge Technology Limited (‘China Charge Technology”). By virtue of the SFO, Mr. Huang
Shaowu is deemed to be interested in 60,000,000 Shares held by China Charge Technology.

Mr. Xu Xinhua is the director and beneficially owns 100% of the share capital of Enjoy
Charge Technology. By virtue of the SFO, Mr. Xu Xinhua is deemed to be interested in
26,400,000 Shares held by Enjoy Charge Technology.

The percentage of shareholding was calculated based on the Company's total issued share
capital of 415,000,000 Shares as at 30 June 2019.

Save as disclosed herein, as at 30 June 2019, the Directors were not aware of any person

(other than the Directors and chief executive of the Company) who had an interest and

short position in Shares or underlying Shares as recorded in the register required to be

kept by the Company under Section 336 of the SFO.

DIRECTOR'’S INTEREST IN A COMPETING BUSINESS
During the six months ended 30 June 2019 and up to the date of this interim report,

none of the Directors or their respective associates (as defined in the Listing Rules) had

any interest in any business which were in competition or were likely to compete, either

directly or indirectly with the Group's business which needs to be disclosed pursuant to

Rule 8.10 of the Listing Rules.
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SHARE OPTION SCHEME

The Company adopted the share option scheme (the “Scheme”) prepared in accordance
with Chapter 17 of the Listing Rules on |4 December 2015 for the primary purpose
of providing incentives or rewards to eligible participants (the “Eligible Participants”) as
defined in the Scheme to recognise and acknowledge their contribution to the Group and

motivate them to higher levels of performance.

Certain provisions of the Scheme were amended and approved in the extraordinary
general meeting of the Company held on 4 November 2016, the definition of Eligible
Participants in the Scheme was amended to include the advisors, consultants, suppliers,
customers, distributors, business partners and such other persons who, in the opinion
of the Board, will contribute or have contributed to the Company and/or any of its

subsidiaries as participants eligible to participate in the Scheme.

Under the Scheme, the Board may, at its discretion, offer to Eligible Participants options (the
"Options”) to subscribe for Shares subject to the terms and conditions stipulated in the

Scheme.

Subject to the terms and conditions of the Scheme, the maximum number of Shares in
respect of which Options may be granted under the Scheme and under any other share
option schemes of the Company must not in aggregate exceed 10% of the total number
of Shares issued on 7 January 2016, being 40,000,000 Shares, representing approximately
9.64% of the Company's issued share capital as at the date of this interim report, excluding
for this purpose Shares which would have been issuable pursuant to Options which have
lapsed in accordance with the terms of the Scheme (or any other share option schemes

of the Company).

Subject to earlier termination by the Company in general meeting or by the Board, the
Scheme shall be valid and effective for a period of |0 years from the date of its adoption.
Since the adoption of the Scheme and up to the date of this interim report, no option had

been granted, exercised, lapsed nor cancelled under the Scheme.
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For details of the Scheme, please refer to the section headed “Statutory and General
Information — F. Share Option Scheme” in Appendix IV to the Company's prospectus
dated 24 December 2015 (the “Prospectus”).

AUDIT COMMITTEE

The Company established the audit committee (the “Audit Committee”) with written
terms of reference in compliance with Rule 3.21 of the Listing Rules and paragraph C.3
of the CG Code. The primary duties of the Audit Committee are, among other things, to
review and supervise the financial reporting process, risk management and intemal control
system of the Group, oversee the audit process and select extemal auditors and assess
their independence and qualifications. The Audit Committee comprises three independent
non-executive Directors, namely Ms. Zhao Jinlin, Mr. Qian Haomin and Mr. Lin Zhangxi.
Ms. Zhao Jinlin is the chairlady of the Audit Committee and she is the independent

non-executive Director with the appropriate professional qualifications.

The Audit Committee, together with the external auditors of the Company, Deloitte
Touche Tohmatsu, have reviewed the unaudited consolidated interim results and the
interim report of the Company for the six months ended 30 June 2019 and agreed to the
accounting principles and practices adopted by the Company.
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USE OF PROCEEDS FROM GLOBAL OFFERING

The Company's shares were listed on the Main Board of the Stock Exchange on 7 January
2016 and the Company raised net proceeds (after the exercise of the over-allotment
option and after deducting the underwriting fees, commissions and other expenses
payable by the Company in connection with the global offering) of approximately
HK$52.0 million. The utilisation of the net proceeds was in accordance with the proposed
allocations as set out in the section headed “Future Plans and Use of Proceeds” in the

Prospectus, and details are as follows:

Total net
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Notes:
0) The figures in the table are approximate figures.
(i) The expected timeline for utilising the remaining proceeds is based on the best estimation of

the future market conditions made by the Group. It will be subject to change based on the

current and future development of market conditions.

(i) As of the date of this interim report, the Group had not identified, committed to or entered
into negotiations with any acquisition targets for the use of net proceeds from the global

offering, hence the Group has no specific expected timeframe for fully utilising such proceeds.

The unutilised portion of the net proceeds is deposited in reputable banks in Hong Kong.
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Report on Review of Condensed Consolidated Financial Statements

BRGRE M BERROFHARE

Deloitte.

TO THE BOARD OF DIRECTORS OF NNK GROUP LIMITED
(incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated financial statements of NNK Group
Limited (the “Company”) and its subsidiaries (collectively referred to as the “Group”) set
out on pages 27 to 60, which comprise the condensed consolidated statement of financial
position as of 30 June 2019 and the related condensed consolidated statement of profit
or loss and other comprehensive income, statement of changes in equity and statement of
cash flows for the six-month period then ended, and certain explanatory notes. The Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited require
the preparation of a report on interim financial information to be in compliance with the
relevant provisions thereof and Hong Kong Accounting Standard 34 “Interim Financial
Reporting” (‘HKAS 34" issued by the Hong Kong Institute of Certified Public Accountants
(the "HKICPA"). The directors of the Company are responsible for the preparation and
presentation of these condensed consolidated financial statements in accordance with
HKAS 34. Our responsibility is to express a conclusion on these condensed consolidated
financial statements based on our review, and to report our conclusion solely to you, as
a body, in accordance with our agreed terms of engagement, and for no other purpose.
We do not assume responsibility towards or accept liability to any other person for the

contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410 “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the HKICPA. A review of these condensed
consolidated financial statements consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance
with Hong Kong Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that might be identified

in an audit. Accordingly, we do not express an audit opinion.
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Report on Review of Condensed Consolidated Financial Statements

ERGRE M BRROFMARE

CONCLUSION &
Based on our review, nothing has come to our attention that causes us to believe that the EREBESHEN BETEXRBRSEERED
condensed consolidated financial statements are not prepared, in all material respects, in G AU ERRETMEATAARERERE
accordance with HKAS 34. SRR 4R RERAEREIE o
Deloitte Touche Tohmatsu EE e BERAGEHAIT
Certified Public Accountants HESIM
Hong Kong S
29 August 2019 “E-AENRZTNAE
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

FRGEEERAtE2EKER

For the six months ended 30 June 2019
HE=F-NEAA=FTHIAEA

Six months ended 30 June

BEAA=tTHILAMEA

2019 2018
“E-AFE —T-N\F
RMB’000 RMB'000
ARBTR AR®TT
NOTES (Unaudited)  (Unaudited)
Pt (REER)  CREER)
Revenue Yk 4 25,124 26428
Less: Tax surcharge L BN (1) @)
Cost of revenue LI (10,520) (17,878)
Gross profit EH 14,603 8529
Other income and gains and losses H AU A LA R s 1R 3,468 4,875
Distribution and selling expenses DIHRIHERX (4,361) (5,831)
Administrative expenses THRX (9,164) (13,687)
Research and development expenses MEFRS (3,341) (4,688)
Finance costs BT 5 (854) (2095)
Profit (loss) before tax BREtATE N (E518) 6 351 (12,897)
Income tax expense Pt 7 — —
Profit (loss) and total comprehensive income BHmas (B8) k2 HKks
(expense) for the period (F%) #5 351 (12,897)
Total comprehensive income (expense) ARRERE AEIEEEN R
attributable to owners of the Company (Fx) 4% 351 (12,897)
Earnings (loss) per share BREF (B1) 9
— Basic (RMB) —EX(AR®TT) 0.00 (0.03)
FEREEARAT 27
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Condensed Consolidated Statement of Financial Position

AR S BRI &

At 30 June 2019
REFE-NFEAA=FA

30 June 3| December
2019 2018
ARA=ZTHE tZA=t—H
—E-0F —E)\F
RMB’000 RMB'000
ARBT R ARBETT
NOTES (Unaudited) (Audited)
PitaE (REER) (&)
Non-current assets FRBEE
Property, plant and equipment I E N E 10 1,949 2343
Right-of-use assets EREEE I 3,063 =
Rental deposits MEZES 184 427
Deferred tax assets ERENIHERE 12 600 600
5,796 3,370
Current assets REBEE
Inventories FE 27,725 33,600
Trade receivables B 2R 13 121,647 118,309
Prepayments, deposits and other receivables FERFIE - ke REMEKEIE 28,288 50,054
Cash and cash equivalents ReRkHAeEEY 98,909 115,822
276,569 317,785
Current liabilities REEE
Trade payables B HRENIE 14 35,398 47788
Other payables H it FEA50IA 37,227 47,103
Lease liabilities MERE I 933 —
Bank borrowings RITIE 5 20,000 40,000
93,558 134,891
Net current assets MEBEEFE 183,01 | 182,894
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Condensed Consolidated Statement of Financial Position

AR S B AR &

At 30 June 2019

REF-NENA=1H

30 June 3| December

2019 2018
AA=+H +-A=+—H
—E-hE —E-N\&F
RMB’ 000 RMB'000
AR¥ETR ARETT
NOTES (Unaudited) (Audited)
BzE (REER) (&)
Total assets less current liabilities BEERRBAE 188,807 186,264
Non-current liabilities FREEE
Lease liabilities HERE I 2,192 —=
Deferred tax liabilities EENIEAE 12 7,936 7936
10,128 7936
Net assets BEFE 178,679 178,328
Capital and reserves EX Kkt
Share capital LR 16 27,221 27,221
Reserves 5 151,458 [51,107
Total equity farEn 178,679 178,328
FEREEERAA 29
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Condensed Consolidated Statement of Changes in Equity
ERGERERER

For the six months ended 30 June 2019
AR =E-NENA=THINEA

Attributable to owners of the Company

LN 2PN
Share Share Capital  Statutory Retained
capital premium reserve reserves earnings Total
kA ROEE EXfRE EERE  RERA #st
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB’000
ARBTR ARMTR ARBTRT ARBTR AR®TR ARMT:R
At | January 2018 (audited) R-_Z-/\¥—A—H 27221 38,037 46,510 10,340 82054 204,162
(&&12)
Loss and total comprehensive HANEBRREERX AR - - — — (12,897) (12,897)
expense for the period (REER)
(unaudited)
At 30 June 2018 (unaudited) RZZ—-\§,A=1H 27221 38,037 46,510 10340 69,157 191,265
(REER)
At | January 2019 (audited) RZZ-NE—A—H 27221 38,037 46510 10340 56,220 178,328
(&&7)
Profit and total comprehensive BREN R ERSEE 7 — — — 351 351
income for the period (REER)
(unaudited)
At 30 June 2019 (unaudited) RZZ-NEXA=1H 27221 38,037 46,510 10340 56,571 178,679
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Condensed Consolidated Statement of Cash Flows
<E%ﬂﬁn;vé?ﬂagﬁf%{§%§§

For the six months ended 30 June 2019
HE=F-NEAA=FTHIAEA

Six months ended 30 June

BEAA=THLAEA
2019 2018
“2-NF —ETN\F
RMB’000 RMB'000
AR®TRE ARBTE
(Unaudited)  (Unaudited)
(REER) (REER)

OPERATING ACTIVITIES REES
Profit (loss) before tax BRE AR A (B18) 351 (12,897)
Adjustments for: HE
Finance costs BT HS A AR 854 2,095
Depreciation of property, plant and equipment ME - BERRETE 44| 959
Depreciation of right-of-use assets EREEENE 437
Government grants related to assets B EMRMBTRHE - (227)
Interest income FEHA (1,403) (2,565)
Unrealised net exchange gains SR HMNEW D FER (85) (160)
(Gain) loss on disposal of property, plant and equipment HEME - BER&E (KE) BB (2) 5
Operating cash flows before movements in working capital LEEREHHIRLETENE 593 (12,790)
Decrease in rental deposits HEZRS R — 45]
Decrease in inventories FERD 5,875 38,884
Increase in trade receivables B S EWRIBE M (3,338) (10,995)
Decrease in prepayments, deposits and other receivables FERFIE - ke REM RN EIER 22,009 49,848
(Decrease) increase in trade payables B HREMNFIE i) B (12,390) 3,845
Decrease in other payables H{th BT IR A (9.876) (15,449)
NET CASH FROM OPERATING ACTIVITIES RETDREREFE 2,873 53,794
FEREBBRRA

2019 R HAR &
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Condensed Consolidated Statement of Cash Flows

BRGERTRER

For the six months ended 30 June 2019
AR =E-NENA=THINEA

Six months ended 30 June

BEAA=THLEANEAR

2019 2018

“E-hE —N\F

RMB’000 RMB'000

ARBTRT AR®ETT

(Unaudited)  (Unaudited)

(REER) (REEZ)

INVESTING ACTIVITIES BREEH
Withdrawal of structured products RUpEBIERD 1,556,110 1,711,000
Interest received PRI 2, 1,403 2,565
Proceeds from disposal of property, plant and equipment HEME - BE RRBEETIE 8 -
Placement of structured products FeEABIEm (1,556,110) (1,711,000)
Purchase of property, plant and equipment BEWE BB N&RE (53) (16)
NET CASH FROM INVESTING ACTIVITIES REARBREHEFE 1,358 2,549
FINANCING ACTIVITIES MEEE

Proceeds from bank borrowings RITEMRPTEFIR 20,000 50,564
Repayment of bank borrowings ERBITER (40,000) (94,564)
Interest paid ERFE (775) (2,095)
Repayment of leases liabilities BEMEEAE (454) —
NET CASH USED IN FINANCING ACTIVITIES RMETBARERE (21,229) (46,095)
Net (decrease) increase in cash and cash equivalents ReRkFAeZEBYMORD) 8% (16,998) 10,248
Cash and cash equivalents at the beginning of the period HRe M EEED 115,822 144,821
Effect of foreign exchange rate changes INERE R B B R 2 85 160
Cash and cash equivalents at the end of the period HREeRAEEED 98,909 155,229
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Notes to the Condensed Consolidated Financial Statements

GENERAL

The Company was incorporated as an exempted company with limited liability
in the Cayman Islands and its shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange"). lts ultimate controlling
shareholders are Mr. Huang Junmou, Mr. Yang Hua, Mr. Li Xiangcheng, Mr.
Xu Xinhua and Mr. Huang Shaowu (collectively referred to as the “Ultimate
Controlling Shareholders”). The Company's registered office is located at PO Box
309, Ugland House, Grand Cayman, KY|-1104, Cayman Islands. The address of
its principal place of business is 5/F, Building F5, TCL Interational E City, No.100
Zhongshan Yuan Road, Nanshan District, Shenzhen, the People’s Republic of China
(the “PRC"). The Company is an investment holding company. The principal activity
of the Group is engaged in providing mobile top-up service to mobile subscribers

in the PRC.

The condensed consolidated financial statements are presented in Renminbi
(“‘RMB"), which is the same as the functional currency of the Company and its

subsidiaries.

BASIS OF PREPARATION

The condensed consolidated financial statements have been prepared in
accordance with Hong Kong Accounting Standard 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA")
as well as with the applicable disclosure requirements of Appendix |6 to the Rules

Governing the Listing of Securities on the Stock Exchange.

RS P WAk

For the six months ended 30 June 2019
HE=F-NEAA=FTHIAEA

—R&EH
ARAEREREEMKLARRLE
RAF - EROREEBARIMER
AR ([BRF]) TR ED - AREER
BRRREAREE BELEE FEX
FE CHHELEREARNELE (5
RIREERBR]) - XRAEMEE
BEI PO Box 309, Ugland House, Grand
Cayman, KYI-1104, Cayman lslands ° E ¥
ZEF WU RPEARLNE ([H
B J) AR YT ILERE 1001 R TCL
BIBREMFSRSE - ARRAREEZRA
Al AEERENEIRXBR/ATETF
BRAPRHETFHRABRERY -
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Notes to the Condensed Consolidated Financial Statements

L ER= b e

For the six months ended 30 June 2019
AR =E-NENA=THINEA

BASIS OF PREPARATION (continued)

The mobile top-up service provided by the Group is prohibited and restricted from
foreign investment in the PRC pursuant to the applicable PRC laws and regulations.
In preparation for the listing, the Group has adopted a series of contracts with
the Ultimate Controlling Shareholders (the “Structured Contracts”) and Shenzhen
Niannianka Network Technology Co., Ltd. (“Shenzhen NNK") to maintain and
exercise the control over the operation of Shenzhen NNK and to obtain its entire
economic benefits. The Structured Contracts are irrevocable and enable the Group

to:

. exercise effective financial and operational control over Shenzhen NNK;

S exercise equity holders' voting rights of Shenzhen NINK;

. receive substantially all economic returns generated by Shenzhen NNK in
consideration for the business support, technical and consulting services

provided by the Group;

. obtain an irrevocable and exclusive right to purchase the entire equity
interest in Shenzhen NINK from the Ultimate Controlling Shareholders; and

. obtain a pledge over the entire equity interest of Shenzhen NNK from the
Ultimate Controlling Shareholders as collateral security for all of Shenzhen
NNK due to the Group and to secure performance of the Ultimate

Controlling Shareholders' obligations under the Structured Contracts.

The Company does not have any equity interest in Shenzhen NNK. However, as a
result of the Structured Contracts, the Company has power over Shenzhen NNK
which has rights to variable returns from its involvement with Shenzhen NNK and
has the ability to affect those retumns through its power over Shenzhen NNK and
therefore is considered to have control over Shenzhen NNK. Consequently, the
Company regards Shenzhen NNK as an indirect subsidiary and consolidated the
financial position and results of Shenzhen NNK in the condensed consolidated

financial statements of the Group during both periods.
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Notes to the Condensed Consolidated Financial Statements

RS P WAk

For the six months ended 30 June 2019
HE=F-NEAA=FTHIAEA

PRINCIPAL ACCOUNTING POLICIES 3. FEEHHEE
The condensed consolidated financial statements have been prepared on the ERAG A M RER D IRE LA A RR o

historical cost basis.

Other than changes in accounting policies resulting from application of new BrIER AT S BRI B AT IS RS ER|
and amendments to Hong Kong Financial Reporting Standard (“HKFRSs”), ([BEATKREED]) BHHSTHR
the accounting policies and methods of computation used in the condensed WEMN BEZT-NFAA=THL
consolidated financial statements for the six months ended 30 June 2019 are the NERBEREASMEREMERN 2
same as those presented in the Group’s annual financial statements for the year HRRTERFEAEFHE TN
ended 3| December 2018. FT_A=T-HIEFENEFERBR
KAMETI—5 -

Application of new and amendments to HKFRSs BRI REETEBUBREER

In the current interim period, the Group has applied, for the first time, the following RARHEE  AEEERERTIIA
new and amendments to HKFRSs issued by the HKICPA which are mandatorily EAGHMACEMG YR _Z—NEF
effective for the annual period beginning on or after | January 2019 for the —RB—HEBSZENFEHRMBHE
preparation of the Group’s condensed consolidated financial statements: M2 I MR BB B mE &

DNRSARE 2 B M HE

HKFRS 16 Leases

BAMBRELEAE 65k HE

HK(IFRIC) — Int 23 Uncertainty over Income Tax Treatments

&% (BRMBHREREREE) - REEBH FRTSHERIB B) N 1

Amendments to HKFRS 9 Prepayment Features with Negative Compensation

BB IMELNFIHR (BRIA) BEBMEBNRRE

Amendments to HKAS |9 Plan Amendment, Curtailment or Settlement

B GERFE 195 (BT A) BEICHREDBE

Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures

BB R ERIF 285 (BRI ) REE QB RAEERNREED

Amendments to HKFRSs Annual Improvements to HKFRSs 2015 — 2017 Cycle

BEPBIRELE (BFTA) BAPGHRELEN T RFE-T L FENNFERE

Except as described below, the application of the new and amendments to HKFRSs BTRXRrEs  AAEEERHEIR
in the current period has had no material impact on the Group’s financial position LT B E R RE LB ARERNA
and performance for the current and prior periods and/or on the disclosures set HERBAENENTERARREE
out in these condensed consolidated financial statements. R EERGE M ERRERET &

EREATE
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Notes to the Condensed Consolidated Financial Statements

L ER= b e

For the six months ended 30 June 2019
AR =E-NENA=THINEA

3.

PRINCIPAL ACCOUNTING POLICIES (continued)

3.1

36

Impacts and changes in accounting policies of application on HKFRS 16
Leases (“HKFRS 16”)

The Group has applied HKFRS 16 for the first time in the current interim
period. HKFRS 16 superseded HKAS 17 Leases (“HKAS 17"), and the

related interpretations.

3.1.1 Key changes in accounting policies resulting from application of HKFRS
16

The Group applied the following accounting policies in accordance
with the transition provisions of HKFRS 16.

Definition of a lease

A contract is, or contains, a lease if the contract conveys the right to
control the use of an identified asset for a period of time in exchange

for consideration.

For contracts entered into or modified on or after the date of initial
application, the Group assesses whether a contract is or contains
a lease based on the definition under HKFRS 16 at inception or
modification date. Such contract will not be reassessed unless the

terms and conditions of the contract are subsequently changed.

As a lessee
Short-term leases

The Group applies the short-term lease recognition exemption to
leases of various staff quarters that have a lease term of 12 months
or less from the commencement date and do not contain a purchase
option. Lease payments on short-term leases are recognised as

expense on a straight-line basis over the lease term.

NNK Group Limited
Interim Report 2019
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Notes to the Condensed Consolidated Financial Statements

RS P WAk

For the six months ended 30 June 2019
HE=F-NEAA=FTHIAEA

3. PRINCIPAL ACCOUNTING POLICIES (continued) 3. FESHBESE)
3.1 Impacts and changes in accounting policies of application on HKFRS 16 3. EREBMBREZEAFI6HA
Leases (“HKFRS 16”) (continued) E((EBMBHRELERE 65 ])
HEHBRZVEREH (£)
3.1.1 Key changes in accounting policies resulting from application of HKFRS 301 EAEEHBEEERE 6
16 (continued) HELN ST HETF EE
2 (&)
As a lessee (continued) tERAEMA (B)
Right-of-use assets EHREE

Except for short-term leases, the Group recognises right-of-use assets
at the commencement date of the lease (i.e. the date the underlying
asset is available for use). Right-of-use assets are measured at cost, less
any accumulated depreciation and impairment losses, and adjusted for
any remeasurement of lease liabilities.

The cost of right-of-use asset includes:

J the amount of the initial measurement of the lease liability;

S any lease payment made at or before the commencement
date, less any lease incentives received;

J any initial direct costs incurred by the Group; and

. an estimate of costs to be incurred by the Group in dismantling
and removing the underlying assets, restoring the site on which
it is located or restoring the underlying asset to the condition
required by the terms and conditions of the lease.

Right-of-use assets are depreciated on a straight-line basis over the
shorter of its estimated useful life and the lease term.

The Group presents right-of-use assets as a separate line item on the
condensed consolidated statement of financial position.
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Notes to the Condensed Consolidated Financial Statements

L ER= b e

For the six months ended 30 June 2019
AR =E-NENA=THINEA

3. PRINCIPAL ACCOUNTING POLICIES (continued)

3.1

38

Impacts and changes in accounting policies of application on HKFRS 16
Leases (“HKFRS 16”) (continued)

3.1.] Key changes in accounting policies resulting from application of HKFRS

16 (continued)

As a lessee (continued)

Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS 9
Financial Instruments (“HKFRS 9") and initially measured at fair value.
Adjustments to fair value at initial recognition are considered as
additional lease payments and included in the cost of right-of-use

assets.

Lease liabilities

At the commencement date of a lease, the Group recognises and
measures the lease liability at the present value of lease payments
that are unpaid at that date. In calculating the present value of lease
payments, the Group uses the incremental borrowing rate at the
lease commencement date if the interest rate implicit in the lease is

not readily determinable.

The lease payments include:

J fixed payments (including in-substance fixed payments) less any

lease incentives receivable;

NNK Group Limited
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Notes to the Condensed Consolidated Financial Statements

3. PRINCIPAL ACCOUNTING POLICIES (continued)
3.1 Impacts and changes in accounting policies of application on HKFRS 16
Leases (“HKFRS 16”) (continued)

3.1.] Key changes in accounting policies resulting from application of HKFRS
16 (continued)

As a lessee (continued)

Lease liabilities (continued)

S variable lease payments that depend on an index or a rate;
S amounts expected to be paid under residual value guarantees;
S the exercise price of a purchase option reasonably certain to

be exercised by the Group; and

J payments of penalties for terminating a lease, if the lease term
reflects the Group exercising the option to terminate.

After the commencement date, lease liabilities are adjusted by interest
accretion and lease payments.

The Group remeasures lease liabilities (and makes a corresponding
adjustment to the related right-of-use assets) whenever:

S the lease term has changed or there is a change in the
assessment of exercise of a purchase option, in which case the
related lease liability is remeasured by discounting the revised
lease payments using a revised discount rate at the date of
reassessment.

J the lease payments change due to changes in market rental
rates following a market rent review, in which cases the related
lease liability is remeasured by discounting the revised lease
payments using the initial discount rate.
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Notes to the Condensed Consolidated Financial Statements

L ER= b e

For the six months ended 30 June 2019
AR =E-NENA=THINEA

3. PRINCIPAL ACCOUNTING POLICIES (continued)

3.1

40

Impacts and changes in accounting policies of application on HKFRS 16
Leases (“HKFRS 16”) (continued)

3.1.] Key changes in accounting policies resulting from application of HKFRS
16 (continued)

As a lessee (continued)

Lease modifications

The Group accounts for a lease modification as a separate lease if:

S the modification increases the scope of the lease by adding the

right to use one or more underlying assets; and

. the consideration for the leases increases by an amount
commensurate with the stand-alone price for the increase in
scope and any appropriate adjustments to that stand-alone

price to reflect the circumstances of the particular contract.

For a lease modification that is not accounted for as a separate lease,
the Group remeasures the lease liability based on the lease term of
the modified lease by discounting the revised lease payments using a

revised discount rate at the effective date of the modification.

NNK Group Limited
Interim Report 2019
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Notes to the Condensed Consolidated Financial Statements

RS P WAk

3. PRINCIPAL ACCOUNTING POLICIES (continued)

3.1

Impacts and changes in accounting policies of application on HKFRS 16
Leases (“HKFRS 16”) (continued)

3.1.]" Key changes in accounting policies resulting from application of HKFRS
16 (continued)

As a lessee (continued)

Taxation

For the purposes of measuring deferred tax for leasing transactions
in which the Group recognises the right-of-use assets and the related
lease liabilities, the Group first determines whether the tax deductions

are attributable to the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are attributable
to the lease liabilities, the Group applies HKAS 12 Income Taxes
requirements to the leasing transaction as a whole. Temporary
differences relating to right-of-use assets and lease liabilities are
assessed on a net basis. Excess of depreciation on right-of-use assets
over the lease payments for the principal portion of lease liabilities

resulting in net deductible temporary differences.

For the six months ended 30 June 2019
HE=F-NEAA=FTHIAEA
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2019

BE—F-NENA=THIEAEA

3.

PRINCIPAL ACCOUNTING POLICIES (continued)

3.1

42

Impacts and changes in accounting policies of application on HKFRS 16
Leases (“HKFRS 16”) (continued)

3.1.2 Transition and summary of effects arising from initial application of

HKFRS 16

Definition of a lease

The Group has elected the practical expedient to apply HKFRS 16 to
contracts that were previously identified as leases applying HKAS 17
and HK(IFRIC)-Int 4 Determining whether an Arrangement contains
a Lease and not apply this standard to contracts that were not
previously identified as containing a lease. Therefore, the Group has
not reassessed contracts which already existed prior to the date of

initial application.

For contracts entered into or modified on or after | January 2019,
the Group applies the definition of a lease in accordance with the
requirements set out in HKFRS 6 in assessing whether a contract

contains a lease.

As a lessee

The Group has applied HKFRS 16 retrospectively with the cumulative
effect recognised at the date of initial application, | January 2019. Any
difference at the date of initial application is recognised in the opening

retained eamings and comparative information has not been restated.

NNK Group Limited
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Notes to the Condensed Consolidated Financial Statements

RS P WAk

For the six months ended 30 June 2019
HE=F-NEAA=FTHIAEA

3. PRINCIPAL ACCOUNTING POLICIES (continued) 3. FESHBESE)
3.1 Impacts and changes in accounting policies of application on HKFRS 16 3. ERERMEREENFI KA
Leases (“HKFRS 16”) (continued) E((EBMEREERE 165 ])
HETBRZVERE ()
312 BAEREEHYFHEER

3.1.2° Transition and summary of effects arising from initial application of

HKFRS 16 (continued)

As a lessee (continued)

When applying the modified retrospective approach under HKFRS
|6 at transition, the Group applied the following practical expedients
to leases previously classified as operating leases under HKAS 17, on
lease-by-lease basis, to the extent relevant to the respective lease

contracts:

elected not to recognise right-of-use assets and lease liabilities
for leases with lease term ends within |2 months of the date

of initial application; and

il used hindsight based on facts and circumstances as at date of
initial application in determining the lease term for the Group’s

leases with extension and termination options.

Before the application of HKFRS 16, the Group considered refundable
rental deposits paid as rights and obligations under leases to which
HKAS 17 applied. Based on the definition of lease payments under
HKFRS 16, such deposits are not payments relating to the right to
use of the underlying assets and should be adjusted to reflect the
discounting effect at transition. However, the adjustments to present
value is insignificant to be recognised at the date of initial application,
| January 2019.
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For the six months ended 30 June 2019
AR =E-NENA=THINEA

3.

PRINCIPAL ACCOUNTING POLICIES (continued)

3.1

44

Impacts and changes in accounting policies of application on HKFRS 16
Leases (“HKFRS 16”) (continued)

3.1.2 Transition and summary of effects arising from initial application of

HKFRS 16 (continued)

As a lessee (continued)

On transition, the Group has made the following adjustments upon

application of HKFRS [6:

As at | January 2019, the Group recognised additional lease liabilities
and right-of-use assets at amounts equal to the related lease liabilities

by applying HKFRS 16.C8(b)(ii) transition.

The Group recognised lease liabilities of RMB3,500,000 and
right-of-use assets of RMB3,500,000 at | January 2019.

When recognising the lease liabilities for leases previously classified as
operating leases, the Group has applied incremental borrowing rates
of the relevant group entities at the date of initial application. The

weighted average incremental borrowing rate applied is 5.90%.

NNK Group Limited
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Notes to the Condensed Consolidated Financial Statements
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PRINCIPAL ACCOUNTING POLICIES (continued)

For the six months ended 30 June 2019
HE=F-NEAA=FTHIAEA

3. FEERBE#E)

3.1 Impacts and changes in accounting policies of application on HKFRS 16 3.1

Leases (“HKFRS 16”) (continued)

3.1.2 Transition and summary of effects arising from initial application of

HKFRS 16 (continued)

As a lessee (continued)

EREEMBREEAE 65K

BE((ERMBHRELEANF 65 ])

HETRRZEEREY (£)

312 BAEAEEDBHEESR
FIRELZBRRZE
Z(%&)

EREMEA (&)

At | January 2019

R=Z-h&F
—H—H
RMB’000
AR¥TR
Operating lease commitments disclosed RZZE—\F+A=1+—H
as at 3| December 2018 WROEERERGE 8,624
Lease liabilities resutting from lease modifications BB HEREER
of existing leases (Note) MEaE () (4,258)
Less: Recognition exemption — short term leases o ERRE - RHMEE (445)
3,921
Lease liabilities discounted at relevant b | R e A B
incremental borrowing rates ETREANHEERE 3,500
Analysed as: S
Current E 910
Non-current JERE 2,590
3,500

Note:  The Group modified the lease of an office premise by entering

into a new lease contract which commences on the date of initial

application of HKFRS 16, | January 2019, this new contract is

accounted as lease modifications of the existing contracts upon

application of HKFRS 6.

BT - NEEBBIT LN E R
ERB B BREER
FlHBEHRE-_T—NF
—A—BRBHHEE
CEESE Nk |
E{ELBE] - AN
RIERB BT IREE
AIE 16 B ARABRA
BHRNTEEBET -

FEREBBRAR
2019 R HAR & 45



Notes to the Condensed Consolidated Financial Statements

L ER= b e

For the six months ended 30 June 2019
AR =E-NENA=THINEA

3. PRINCIPAL ACCOUNTING POLICIES (continued)

3.1

46

Impacts and changes in accounting policies of application on HKFRS 16
Leases (“HKFRS 16”) (continued)

3.1.2 Transition and summary of effects arising from initial application of
HKFRS 16 (continued)

As a lessee (continued)

The carrying amount of right-of-use assets as at | January 2019

3. FEERBEE)

3.1

EREREMBREENE 65
BE((ERMBHRELENE 65 ])
HETRRZYEREY (£)
312 BAEAEENBHEER
FIRELZBRRZEL
Z(&)
EREMEA (&)

—E-NF-A-BNER

comprises the following: EEERBENT :
Right-of-use
assets
EREEE
Note RMB’000
Bt £ AR®TR
Right-of-use assets relating to operating leases ~ FEF BB BMEERE | 6555
recognised upon application of HKFRS 16 RELSEHERMNEAERE I 3,500
By class: 1 -
Land and buildings T RETF 3,500
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Notes to the Condensed Consolidated Financial Statements

PRINCIPAL ACCOUNTING POLICIES (continued)
3.1 Impacts and changes in accounting policies of application on HKFRS 16
Leases (“HKFRS 16”) (continued)

3.1.2 Transition and summary of effects arising from initial application of
HKFRS 16 (continued)

Impact on the condensed consolidated statement of financial position

The following adjustments were made to the amounts recognised
in the condensed consolidated statement of financial position at |
January 2019. Line items that were not affected by the changes have
not been included.

Carrying amounts

LRy

PR R Mt

For the six months ended 30 June 2019
HE=F-NEAA=FTHIAEA

TEREHEER4E)

3.1

ERERMBHREEANE 65
BE((EBUBHRELENE 65 ])
HETRR Y EREY (£)

312 BAEAEEDBHEESR

FI6HELZBERZER
Z(E)
HEPEAVERIRNTY
2
B-E-NF—A—HRNE
BRARAVBMRRRER
ZEBERATARE k%
BEYEEATEREE
W o

previously Carrying amounts
reported at under HKFRS 16
31 December at | January
2018  Adjustments 2019
R-ZZ-NF
RN —A—-H
—Z-)\%F REFBUH
+=-A=+—H HEERE 65
W REE #HE  FEZREE
RMB'000 RMB'000 RMB’000
AR®ETT ARETR ARETT
Non-current Asset FRBEE
Right-of-use assets ERREEE — 3,500 3,500
Current Liability REAE
Lease liabilities HERE — 910 910
Non-current Liability FREEE
Lease liabilities HEARE — 2,590 2,590

Note: For the purpose of reporting cash flows from operating activities under
indirect method for the six months ended 30 June 2019, movements
in working capital have been computed based on opening statement
of financial position as at | January 2019 as disclosed above.
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For the six months ended 30 June 2019
AR =E-NENA=THINEA

3.

PRINCIPAL ACCOUNTING POLICIES (continued)

32

48

Significant changes in significant judgements and key sources of estimation
uncertainty

Lease term and discount rate determination

In determining the lease term, the Group considers all facts and
circumstances that create an economic incentive to exercise an extension
option, or not exercise a termination option. Extension options (or periods
after termination options) are only included in the lease term if the lease
is reasonably certain to be extended (or not terminated). Potential future
cash outflows have not been included in the lease liability because it is not
reasonably certain that the leases will be extended (or not terminated).
The assessment is reviewed if a significant event or a significant change in
circumstance occurs which affects this assessment and that is within the

control of the lessee.

In determining the discount rate, the Group is required to exercise
considerable judgement in relation to determining the discount rate
taking into account the nature of the underlying assets and the terms and
conditions of the leases, at both the commencement date and the effective

date of the modification.

NNK Group Limited
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Notes to the Condensed Consolidated Financial Statements

REVENUE AND SEGMENT INFORMATION

Disaggregation of revenue from contracts with customers

4.

RS P WAk

For the six months ended 30 June 2019
HE=F-NEAA=FTHIAEA

K@ R BEH
BEFENBEDE

Six months ended 30 June

BEAA=TAHLAEA

2019 2018
—B-NE —T)N\F
RMB’000 RMB'000
ARBTRT ARETT
(Unaudited)  (Unaudited)
(REER)  (REER)

Type of service PR %5
Mobile top-up service FRABRERE 24,522 25,744
Mobile data usage top-up service FHRERERE 379 566
Others Ht 223 18
25,124 26,428

The Group provides the mobile top-up and mobile data usage top-up service
by facilitating transactions between the PRC telecommunication companies and
mobile subscribers, and accordingly recognises revenue derived from such services
on net basis. Mobile top-up service income is received from the mobile subscribers,
net of cost of mobile top-up credits sourced from the PRC telecommunication
companies or vendors. Mobile top-up service income is recognised when the PRC
telecommunication companies completed the mobile top-up service for the mobile
subscribers, being at the point of time when the mobile subscribers have the ability

to direct the use of the service and obtain the benefit of the service.

Segment information

HKFRS 8 “Operating Segments” requires operating segments to be identified on
the basis of internal reports about components of the Group that are regularly
reviewed by the executive directors, the chief operating decision maker (the
“CODM"), in order to allocate resources to the segments and to assess their

performance.

The CODM reviews the Group's profit as a whole, which is generated from the
provision of mobile top-up service by the Group to customers and determined
in accordance with the Group's accounting policies, for performance assessment.

Therefore, no separate segment information is prepared by the Group.
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For the six months ended 30 June 2019
AR =E-NENA=THINEA

4. REVENUE AND SEGMENT INFORMATION (continued)
Geographical information
All of the Group's revenue and assets are principally derived from customers in the

PRC and located in the PRC, no geographical segment information is presented.

Information about major customers
There was no revenue from individual customers of the Group's operations

contributing over 10% of the total revenue of the Group during both periods.

5. FINANCE COSTS

Wk BER (&)

HEEH
AEBRERSEIERETRAEEME
ENETEMRPE Qi E25HES
HBER -

BETEEPHIEH

RRESRE  AEREXEFLERSE
—EPHMREHAKE NG AR BB
B10% e

BB

Six months ended 30 June

BEAAZTHLAER
2019 2018
—B-NE —TN\F
RMB’000 RMB'000
ARBTR ARETRT
(Unaudited)  (Unaudited)
(REER) (REER)

Interest on bank borrowings RITRERFE 775 2,095
Interest on lease liabilities HEAEFNE 79 =
854 2,095
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RS P WAk

For the six months ended 30 June 2019
HE=F-NEAA=FTHIAEA

6. PROFIT (LOSS) BEFORE TAX 6. BRBAEA (F8)

Six months ended 30 June

BEAA=TAHLAER

2019 2018
—e-nF  —F)\F
RMB’000 RMB'000
ARBTRT ARETL
(Unaudited)  (Unaudited)
(REFR)  (REER)
Profit (loss) before tax has been arrived at PR AR (BH8) To30R (GTA)
after charging (crediting): AN RIEEEL
Directors’ emoluments ExMe 1,489 1,466
Salaries and other benefits, excluding those of directors T & REMEF (TREES) 5,961 9,444
Retirement benefits schemes contributions, RIREMFT R
excluding those of directors (TeREES) 939 1,452
Total staff costs BIpKALRR 8,389 12,362
Depreciation of property, plant and equipment WmE - BE RRETE 441 959
Depreciation of right-of-use assets EREEERE 437 -
Operating lease rentals Evith tiika 364 1,517
Interest income FEWA (1,403) (2,565)
FEREEARAT 51
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L ER= b e

For the six months ended 30 June 2019
AR =E-NENA=THINEA

INCOME TAX EXPENSE

7.

FiEHiRx<

Six months ended 30 June

BEAA=TAHLAER

2019 2018
—2-pE T )\F
RMB’000 RMB'000
ARBTRT ARKETR
(Unaudited)  (Unaudited)
(REER)  (REER)

FIERRA -

Current tax:
— PRC Enterprise Income Tax ("EIT")

— Hong Kong - &8

— PRIGRAEH ([EXMEHR]) — —

SR

Income tax expense

The Company was incorporated in the Cayman Islands and is exempted from

income tax.

Hong Kong

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

taxed at a flat rate of 16.5%.

The applicable tax rate of the subsidiaries of the Company in Hong Kong is 16.5%.
No provision for Hong Kong Profits Tax was made in the condensed consolidated

financial statements, as no assessable profit was generated in Hong Kong.

52 NNK Group Limited
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Notes to the Condensed Consolidated Financial Statements

INCOME TAX EXPENSE (continued)

The PRC

Pursuant to the Enterprise Income Tax Law and Implementation Regulations of the
Law of the PRC (the “PRC EIT Law") which became effective on | January 2008,
the applicable tax rate of PRC subsidiaries is 25% for the six months ended 30 June
2018 and 2019.

In January 2016, Daily Charge Technology (Shenzhen) Limited (“Daily Charge SZ"),
a wholly foreign-owned enterprise of the Company, was accredited as a software
enterprise by the Shenzhen Software Industry Association, and therefore could
enjoy an income tax exemption for two years starting from its first profit-making
year and a 50% tax reduction to an income tax rate of 12.5% for the subsequent
three years. Daily Charge SZ generated no assessable profit for the six months
ended 30 June 2018 and 2019.

RS P WAk

For the six months ended 30 June 2019
HE=F-NEAA=FTHIAEA
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L ER= b e

For the six months ended 30 June 2019
AR =E-NENA=THINEA

8.  DIVIDENDS 8.
No dividends were paid, declared or proposed for the six months ended 30 June
2019 and 2018.

9.  EARNINGS (LOSS) PER SHARE 9.

The calculation of the basic and diluted eamings (loss) per share attributable to

owners of the Company is based on the following data:

BRE
eN

YEHBET-NERZB-NER

A=1TBHIERERIEN -

B o

o

BREMN (BR)

ERKEZR

AATEE AEEERERREERT
(B518) PBERA T RS

Six months ended 30 June

BEAA=TAHLAER

2019 2018
“B-hAE —TN\F
RMB’000 RMB'000
ARBTRT ARKETRT
(Unaudited)  (Unaudited)
(REER)  (REER)
Eaming (loss) for the purpose of basic and diluted eamings FLEFREAREBEF (BB)ME
(loss) per share: w2 (E1]) -
— Profit (loss) for the period attributable to owners — ARAHEBAEEBHREH (BE)
of the Company 351 (12,897)
Number of shares
BAEE
Six months ended 30 June
BEAA=THLEANEAR
2019 2018
“E-NE ZEN\F
’000 '000
T’ T
(Unaudited)  (Unaudited)
(REER) (REER)
Weighted average number of ordinary shares for the REREAREERN (BE)ME
purpose of basic and diluted earnings (loss) per share B AR AE T 2 415,000 415,000

No diluted earnings (loss) per share for the six months ended 30 June 2019 and

2018 was presented as there were no potential ordinary shares in issue.
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10.

Notes to the Condensed Consolidated Financial Statements

MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

During the six-month period ended 30 June 2019, the Group disposed of certain
plant and machinery with an aggregate carrying amount of approximately RMB6,000
(unaudited) (six-month period ended 30 June 2018: RMB5,000 (unaudited)) for
proceeds of approximately RMB8,000 (unaudited) (six-month period ended 30
June 2018: Nil (unaudited)), resulting in gain on disposal of property, plant and
equipment of RMB2,000 (unaudited) (six-month period ended 30 June 2018: loss
on disposal of RMB5,000 (unaudited)).

In addition, the Group paid approximately RMB53,000 (unaudited) (six-month
period ended 30 June 2018: RMB16,000 (unaudited)) for the acquisition of

property, plant and equipment to expand its operation.

RIGHT-OF-USE ASSETS/LEASE LIABILITIES

The Group obtains rights to control the use of an office premise for a period of
time through lease arrangements. Lease arrangements are negotiated with fixed
lease terms of 4 years. On | January 2019, the date of initial application of HKFRS
16, the Group recognised right-of-use assets of RMB3,500,000 (unaudited) and
lease liabilities of RMB3,500,000 (unaudited).

10.

RS P WAk

For the six months ended 30 June 2019
HE=F-NEAA=FTHIAEA

ME - BRERREEE
BE-_T-NE A=THIL~EAS
fl - ASEHEREAENARES000
T(REER) (BEZS-N\FRA=
THIEAEAME : AR%S50007T (K
MER))METHEREW - FIEHE
AHOARES 0007 (REER) (BEZ
T N\ERNAZTHLAEASH: &
(REER))  UBELALENE  BE
%”1%%1*)\&%0007‘@(*%%@)
(22— NFRNAZTHLEA~ER
oM ﬁ%ﬁéﬂa/&ﬁ%soooﬂﬂi%«
%)) e

Woh - ARBERKEDE - BEKF
AR HiE & M T4 AR #53,000
T (REER) (BEZ-N\FAAZT
B/ E A B - AR 16,0007 (K&
B1z))

EREEE HEAE
AEEEBAEREDGEREREME
H—ERRAMENFROEN - BER
B4R E T HEHR R - NERER
BEEUBRELERE AR TN
F-A—B AEERATHAEEEA
K #3,500,0007T (REERZ) REERE
AR#3,500,0007T (REHFZ) °

FEREEERAA 55
2019 R HAR &



Notes to the Condensed Consolidated Financial Statements

L ER= b e

For the six months ended 30 June 2019
AR =E-NENA=THINEA

12.  DEFERRED TAXATION 12. BEHE
The following is the analysis of deferred tax balances for financial reporting AT AREREREBEHNETRHIEL
purposes: B
30 June 31 December
2019 2018
—E-NEF —\F
AA=tR +TZA=+—H
RMB’000 RMB'000
AR®T ARETT
(Unaudited) (Audited)
(REER) (&EZ)
Deferred tax assets BRERIERE (600) (600)
Deferred tax liabilities EXERBAE 7,936 7,936
7,336 7,336
The followings are deferred tax liabilities (assets) recognised and movements AT BRE A RBE ERE Fﬁﬁ@wﬂﬁ’]
thereon during the current and preceding periods: MBEE(BE) RHEEH
Allowance Taxable
of doubtful management
debts of fee income of
Shenzhen NNK  Daily Charge SZ Total
ARRFE
RINFEEFH Y FERR
REEE HEEBBRA #ct
RMB’ 000 RMB’ 000 RMB’ 000
AR¥TR AR¥F AR¥TR
At 31 December 2018 (audited) and ~ RZT—\F+ZA=+—H
30 June 2019 (unaudited) (BE%) R_T—N5F
NA=1B CREER) (600) 7936 7336

Under the PRC EIT Law, withholding tax is imposed on dividends declared in
respect of profits earned by PRC subsidiaries from | January 2008 onwards. As at
the end of the current interim period, the aggregate amount of taxable temporary
differences associated with undistributed eamings of subsidiaries for which deferred
tax liabilities have not been recognised amounted to RMBI36,171,000 (unaudited)
(31 December 2018: RMB133,416,000). No deferred tax liability has been
recognised in respect of these taxable temporary differences because the Group is
in a position to control the timing of the reversal of the temporary differences and

it is probable that such differences will not be reversed in the foreseeable future.
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BERBECEMRERE BZETN\F
—A—Bi#  BPENEA R RRG
FIE R MR S A EIRTEMH o RAH
HEEX  BRBRARRYKAMEBN
ERBEREZREE (UEREERELT
HBEEB) BARE136,171,00070 (K&
ER)(ZE-N\F+ZA=+—-HB: A
K#133,416,0007T) - RN EBE LI
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Notes to the Condensed Consolidated Financial Statements

RS P WAk

For the six months ended 30 June 2019
HE=F-NEAA=FTHIAEA

TRADE RECEIVABLES 13. BEERKHE

The following is an aged analysis of trade receivables net of allowance for credit THAREREPRBIEFTIRERS B
loss presented based on the date of service provided and revenue recognised, at R EAN 2 M E 5 e EIE (30
the end of each reporting period: FREEER) MERE DT -

30 June 31 December

2019 2018

—B-hF —TN\F

~A=tR +=-A=t+-H

RMB’000 RMB'000

ARBF T ARETTT

(Unaudited) (Audited)

(REER) (B&ER)

0 - 30 days 0E30K 117,578 116,885

31 — 60 days 31E60K 2,353 1,256

Over 60 days 60K E 1,716 168

121,647 118,309
Trade receivables mainly represent receivable from financial institutions in relation BORNFETERERFREERE
to the mobile top-up service which the settlement period is normally within | day RBMeRMEEKRORE  SEHB
from transaction date. For the corporate customers, the credit period was about FRXZHB®IRA - HREEER - K

30 to 60 days granted by the Group. SERTHR0E0RNERE -
Included in the Group’s trade receivable balance are debtors with aggregate carrying AEENESRBTELERT  BER
amount of RMBI,716,000 (unaudited) (3| December 2018: RMB168,000) which RERHEABNERER  RE®E
are past due as at the reporting date. The Group does not hold any collateral over BERAR1,7160007T (REER)
these balances. (ZE-N\FE+ZRA=1+—0: AR¥%
168,0007T) ° NSRBI 8 3t 5% T AR HF
B EMERY -

The Group has provided fully for all receivables over 180 days because historical ARREBELR - BHERI80KRME
experience is such that receivables that are past due beyond |80 days are generally WRBE-REERE - RASECRA
not recoverable. AE B |80 R K B FIRIEL 2 8

i
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Notes to the Condensed Consolidated Financial Statements

L ER= b e

For the six months ended 30 June 2019

BE—F-NENA=THIEAEA

14.  TRADE PAYABLES 14 BZEMNRE
The following is an aged analysis of trade payables presented based on the date of UTARSREBRRER—RESH B S
service provided, at the end of each reporting period: 23N E 5 EMFIBENRR D
30 June 31 December
2019 2018
—E-hF —F-N\F
AA=+tR  tZHA=t1—H
RMB’000 RMB'000
AR®FR ARBTT
(Unaudited) (Audited)
(REER) (BER)
0 to 90 days 0290K 3,332 4770
91 to 180 days 91 E 180K 1,041 2,769
181 to 360 days 181 360K 31,025 40,249
35,398 47,788
BANK BORROWINGS I5. SRITHE
During the current interim period, the Group obtained new bank borrowings RATHHE  ~EBEGHERTE
amounting to RMB20,000,000 (unaudited) (six-month period ended 30 June FARH200000007T (REFER) (BE
2018: RMB50,564,000 (unaudited)) and repaid bank borrowings amounting “E-N\FRA=ZTHEAEABRE
to RMB40,000,000 (unaudited) (six-month period ended 30 June 2018: AR50,564,0007T (REEZ)) RE
RMB94,564,000 (unaudited)). The bank borrowings carry interest at fixed market BRITERARK40,000,0007T (AL
rate of 5.90% (3| December 2018: 5.35% to 6.09%) per annum and are repayable ER)BEZ-NFAA=ZTHLR
in one year. {8 A EIR - AR®94,564,0007T (REE
%))  RITREHME5.90% (ZF—N\F
TZRA=+—H : 535%%6.09%) HET
M5EHE R ER —FREE -
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RS P WAk

For the six months ended 30 June 2019
HE=F-NEAA=FTHIAEA

6. SHARE CAPITAL 6. R
The share capital at 30 June 2019 and 3| December 2018 represented the share R-EBE-HESNA=TRAE-_ZE—\&
capital of the Company. Details of movements of authorised and issued capital of TZA=T—HOREREARRRAE o
the Company are as follow: BERARRREERBBITRANE S5
BEIIMT
Number of Number of Issued and fully
authorised issued paid share capital
shares shares ERITRARKRAK
EERB  ESBRITRG uss$ RMB’000
#H 2R Znt AR®TR
Asat | January 2018,30 June 2018 ~ R=Z—N\F—H—H "
(unaudited), | January 2019 and —E-NFRA=TH
30 June 2019 (unaudited) (REERZ)
— Ordinary shares of US$0.01 each —Z-hE—A—H
RZZE—NFRA
=+H (REER)
— ERERER
HEfE0.01ETT 2,000,000,000 415,000,000 4,150,000 27221
17.  RELATED PARTY TRANSACTIONS 17. BBAIRS
@) FEEBABNH:

(@) Compensation of key management personnel
The remuneration of key management personnel which represents the
directors of the Company and key executives of the Group during the

period were as follows:

MR TEEEAR (EAATE
ERASEIEARAL) MHS
mT -

Six months ended 30 June

BEAA=TAHLAER

2019 2018
—E-NE T N\F
RMB’000 RMB'000
AR¥TRT AR®TT
(Unaudited)  (Unaudited)
(REER) (REBER)
Salaries and other short term benefits e kMR MR 2,240 2,126
Retirement benefit schemes contributions RIREFFT IR 108 109
2,348 2235
FEEREEBRAR 79

2019 R HAR &



Notes to the Condensed Consolidated Financial Statements

L ER= b e

For the six months ended 30 June 2019
AR =E-NENA=THINEA

17.

RELATED PARTY TRANSACTIONS (continued)

@)

Compensation of key management personnel (continued)
The remuneration of directors and key executives is determined having

regard to the performance of individuals and market trends.

Guarantee

As at 30 June 2019, the Group's unsecured bank borrowings facilities were
guaranteed by the Company, Daily Charge SZ, Mr. Huang Junmou and
Mr. Yang Hua who were Shareholders of the Company, to the extent of
RMB50,000,000, of which RMB20,000,000 was utilised.

As at 31 December 2018, the Group's unsecured bank borrowings facilities
were guaranteed by the Company, Daily Charge SZ, Mr. Huang Junmou,
Mr. Yang Hua and Mr. Li Xiangcheng who were ultimate controlling
shareholders of the Company, to the extent of RMB222,000,000, of which
RMB40,000,000 was utilised.

SHARE OPTION SCHEME
On 14 December 2015, the Company conditionally adopted a share option scheme

pursuant to a resolution passed by its then shareholders on |4 December 2015,

for the primary purpose of providing incentives or rewards to eligible employees,

non-executive directors of the Company and other selected participants.

The principal terms of which are summarised in the section headed “Statutory and

General Information — F. Share Option Scheme” in Appendix IV to the Prospectus.

As at 30 June 2019 and 31 December 2018, no share option was granted.
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17.

BHARS (£)

@ TEEBABNME (Z)
EXRFETHAENMEI2Z
EARBRTGBEET

(b) ER
RZZ-NE A=1H ' £58
HERRRITERRERADE
RRFRY - BEREERBGESL
E(RARATRE) BR - 1B
AR#50,000,0007T B @ Hd A
R #20,000,000 7T EE) A

RZZ-\E+-A=+—H &
SENEEARTETIREALD
f RARFI - BEFELE
BERERFZHEE (BRE
NRERERR) BR - EAARS
222,000,000 TR - KR AR
40,000,000 SN A

EREE
RZZE-—RF+-A+HA  BREAR
AERBRREA-—E-RF+=-A+@HA
BBMRER  AARBKRUERM—E
ERESE TEEMNARRNALRAIEE
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