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

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

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

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

This report, for which the directors (the “Directors”, and each
a “Director”) of Hang Tai Yue Group Holdings Limited (the
“Company”) collectively and individually accept full responsibility,
includes particulars given in compliance with the Rules Governing
the Listing of Securities on GEM (the “GEM Listing Rules”) for
the purpose of giving information with regard to the Company.
The Directors, having made all reasonable enquiries, confirm
that to the best of their knowledge and belief the information
contained in this report is accurate and complete in all material
respects and not misleading or deceptive, and there are no other
matters the omission of which would make any statement herein
or this report misleading.

This report will remain on the “Latest Company Announcements”
page of the GEM website at http.//www.hkgem.com for a
minimum period of seven days from the date of its publication
and on the Company’s website at http.//www.hangtaiyue.com.
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INTERIM RESULTS

The board of Directors (the “Board”) of the Company announces
the unaudited condensed consolidated interim results (the
“Interim Results”) of the Company and its subsidiaries
(collectively the “"Group”) for the six months and three months
ended 30 June 2019, together with the unaudited comparative
figures for the corresponding periods in 2018 as follows:

UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME
For the six months and three months ended 30 June 2019

e E

ARARESE ([EE®))ELAHAR
HffBA e (ABIAEE)EHEZ K—ﬁd
FRAZFTHUEANMBAR=ZMA 2 REEZ
MG ETHEE ([PHEE]) ER-F
—N\FRPZREEZLRETOT

AEBEZERGRE R RAME
[EE e

BE-—F—NENA=+HIFNEAR =1
A

Six months Three months
ended 30 June ended 30 June
BEXA=THLAMBA BZAA=tHIL=M@A
2019 2018 2019 2018

20| TN\ | ZB2-NE| —TN\F

Notes HK$'000 HK$'000 HK$'000 HK$'000

P &E TET FET TET TET

(Unaudited) | (Unaudited) | (Unaudited) | (Unaudited)

(REBER) | (REFZ) | (RBER) | (REEZ)

Revenue WA 3 302,385 222,327 151,424 111,128
Cost of inventories sold/services BERE /R ZHAE (234,770) (147,920) (119,374) (74,461)
Other gains and losses Hit s REHE 4 139 20,431 (789) 18,909
Other revenue and income H il A Rz 2,443 3,257 1,351 2,328
Employee benefits expenses EERAFAX (58,779) (53,225) (28,299) (26,876)
Depreciation and amortisation EREH (12,042) (5.849) (5,766) (3,017)
Other operating expenses Hin &R (26,015) (30,018) (16,027) (17,962)
Share of results of associates SMEBE N A EE 2,832 (4,958) 1,922 (1,482)
Finance costs BN (5,528) (4,964) (2,696) (2,399)
(Loss)/profit before income tax Fis®ian (B8) /8 5 (29,335) (919) (18,254) 6,168
Income tax expense FIEREX 6 - (1,109) - (898)
(Loss)/profit for the period BR (EE) &F (29,335) (2,028) (18,254) 5,270
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Six months
ended 30 June
BZ2RA=THLAMEA

Three months
ended 30 June
BEZAA=1THIL=EA

2019 2018 2019 2018
“E-AF | ZZ-\F| ZB-0F | ZT)\F
Note HK$'000 HK$'000 HK$'000 HK$'000
P & TET AT TET TR
(Unaudited) | (Unaudited) | (Unaudited) | (Unaudited)
(RBER) | (REEZ) | (RBER) | CREEZ)
Other comprehensive income/(loss) H it 2E U,/ (EE)
Items that may be reclassified RETHEEN T BZ
subsequently to profit or loss: BmlER
Exchange differences arising MEEFVERER:
on translation of:
- Financial statements of —BINHB AR Z
overseas subsidiaries FEHmK (1,900) (8,990) 30 (8,919)
- Financial statements of —BINBE DA
overseas associates gy s 224 (266) (163) (997)
(1,676) (9,256) (133) (9,916)
Item that will not be reclassified to ST EE#H 7 EF
profit or loss: B#EE
Fair value gains/(losses) on financial BATEER
assets at fair value through HEw2EMlE5R
other comprehensive income cREENLTE
W/ (B#|) 23,202 (31,318) (15,635) (42,282)
Other comprehensive income/(loss) BREM2ENKE (EBR)
for the period 21,526 (40,574) (15,768) (52,198)
Total comprehensive loss for the period EiRZHEERE (7,809) (42,602) (34,022) (46,928)
(Loss)/profit for the period THATEESR (FHR)
attributable to: Vet k
Shareholders of the Company /NG (27,259) (727) (16,178) 5,267
Non-controlling interests IR (2,076) (1,301) (2,076) 3
(29,335) (2,028) (18,254) 5,270
Total comprehensive (loss)/income THALEEHAZE
for the period attributable to: (B8)/ hEaE
Shareholders of the Company ARRIRRE (5,448) (41,472) (31,661) (47,055)
Non-controlling interests e I (2,361) (1,130) (2,361) 127
(7,809) (42,602) (34,022) (46,928)
(Loss)/earnings per share 5K (B1R)/BF 8
— Basic and diluted (HK cents) —ERREE (GBI (0.51) (0.01) (0.30) 0.10
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CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

SRS

BT FSAR 2R

At 30 June 2019 —E-NFNA=TH
At 30 June | At 31 December
2019 2018
R-ZZE—h#F R-ZT—NF
ANA=+H |[t—A=+—H
HK$'000 HK$'000
FExT FETT
Notes (Unaudited) (Audited)
B 7t (REEEZ) (&%)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment S ER N e 9 209,116 211,690
Right-of-use assets ERAREEE 18,011 S
Other intangible assets HiERmEE 998 1,256
Investments in associates REEZERRIZIRE 84,364 81,309
Financial assets at fair value EBERFESEAEMEEKE
through other comprehensive PR 2 MEE
income 10 120,001 97,712
Deferred tax assets B IRE E 8,549 8,598
441,039 400,565
CURRENT ASSETS REBEE
Inventories FE 9,692 10,301
Contract assets BHEE 11(a) 140,535 132,455
Trade and other receivables g 5 & H MW FRIA 12 62,105 68,791
Financial assets at fair value BEAFEERAER §|JEEZ
through profit or loss TRIEE 10 42,110 41,932
Income tax recoverable Al Y Bl AT E TR 313 313
Pledged bank deposit EEBIRITER 13,000 13,000
Cash and bank balances Re MIBITES 203,634 176,993
471,389 443,785
DEDUCT: gk :
CURRENT LIABILITIES REBEE
Contract liabilities BHEE 11(b) 7,377 7,427
Trade and other payables and 25 REMERNFIER
provision B 13 217,715 156,966
Lease liabilities HEBE 10,779 =
Borrowings BE 14 81,296 164,812
Income tax payable FESI PTG B 59,397 59,461
376,564 388,666
NET CURRENT ASSETS REEEFE 94,825 55,119
TOTAL ASSETS LESS CURRENT EERERRBAME
LIABILITIES 535,864 455,684
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At 30 June | At 31 December
2019 2018
R-ZZE-—h#&F RZZE—N\F
~NA=+tH |+t=—A=+—H
HK$'000 HK$'000
FExT FAET
Notes (Unaudited) (Audited)
B 7% (RABEZ) (BT Z)
NON-CURRENT LIABILITIES kRBEE
Other payables H b FE < 5B 28,349 36,985
Borrowings BE 14 66,808 =
Deferred tax liabilities RLEFIEAE 517 517
Lease liabilities HEAaE 7.817 -
08401 37,502
NET ASSETS BEEFEE 432,373 418,182
CAPITAL AND RESERVES BEAR#E
Share capital f& AR 15 53,362 53,362
Reserves M 378,665 364,820
EQUITY ATTRIBUTABLE TO AA R RREMLES
SHAREHOLDERS OF
THE COMPANY 432,027 418,182
NON-CONTROLLING INTERESTS  FEiEpR#Ex 346 =
TOTAL EQUITY EEBE 432,373 418,182
ERBMEBZERERATE | ZF—NFEHHFKE 05



UNAUDITED CONDENSED CONSOLIDATED

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

EQUITY

REEZEPRR A S

#

Attributable to shareholders of the Company

B=

—E-NFNA=THIESNEA

ANARFEL
Investment
revaluation Non-
Share Contributed ~ Share options Translation reserve (non- Accumulated controlling
capital  Share premium surplus reserve reserve  Other reserve recycling) losses Total interests Total equity
REEMEE
R& RAEE BAER BRERE EXGR HE (FU8E) ESi Eh FERER BER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000
Thn T Tin i Thn TiEn Tin i Thn T TEn
At 1 January 2018 (audited) R=E-\¥-A-H
(EE%) 53,362 510,233 693,308 25,462 3,939 2.419) (110,173) (523,178) 650,534 1476 652,010
Effect on adoption of HKFRS 9 # FREER
£z RE S S = S S S (81,891) 81,891 - - -
At 1 January 2018 (restated)
53362 510,233 693,308 25,462 3,939 (2,419 (192,064) (441,287) 650,534 1476 652,010
Loss for the period - - - - - - - (727) (727) (1,301) (2,028)
Other comprehensive loss for the period BREM2EEE - - - - (9.427) - (31,318 - (40,745) 7 (40,574)
Total comprehensive loss for the period BRZABELEE - - - - (9,427) - (31,318) (727) (41,472) (1,130) (42,602)
At 30 June 2018 (unaudited)
53,362 510,233 693,308 25,462 (5,488) (2.419) (223382) (442,014) 609,062 346 609,408
At 1 January 2019 R-B-nE-A-8 53,362 510233 693,308 - (5,666) (2613) (268,944) (561,498) 418,182 - 418,182
Change in ownership interest in -BHEATLETRAE
a subsidiary that do not result BHEZRARRLZRE
inaloss of control - Note 18 -8 o = s - o 19,293 s - 19,293 2,107 22,000
Loss for the period BRESE - - - - - - - (27,2%9) (27.259) (2.076) (29,335)
Other comprehensive loss for the period BhEp2AER - - - - (1,391) - 200 - 1811 (285) 2152
Total comprehensive loss for the period BR2EFRLE - - - - (1,391) - 200 (27,259) (5,448) (2361) (7,809)
At30 June 2019 (unaudited) RZB-AEXAZTE
(REEHR) 53,362 510,233 693,308 - (7,057) 16,680 (245,742) (588,757) 432,007 346 432313
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UNAUDITED CONDENSED CONSOLIDATED

STATEMENT OF CASH FLOWS

For the six months ended 30 June 2019 HE—

ARG EZ D

E—NFNA=1HiE~EA

H ? Ei/}lb%%

Six months ended 30 June

BEANA=ZTHLEXNER

2019 2018
—E-NF —T-)N\F
HK$'000 HK$'000
FExT FHETT
(Unaudited) (Unaudited)
(REEER) (REEEZ)
NET CASH FROM/(USED IN) RESTETE (i) RS BE
OPERATING ACTIVITIES 29,940 (39,062)
NET CASH (USED IN)/FROM RETEE (FifE) FBRESFE
INVESTING ACTIVITIES (3,349) 102,396
NET CASH FROM/(USED IN) BMETEE () BESFHE
FINANCING ACTIVITIES 234 (34,643)
NET INCREASE IN CASH AND ReRERBSIBEEEMFE
CASH EQUIVALENTS 26,825 28,691
CASH AND CASH EQUIVALENTS REIfIzBRE¢RERELEHE
AT BEGINNING OF PERIOD 176,993 168,876
EFFECT OF FOREIGN EXCHANGE [EXRSE 2 &
RATE CHANGES (184) 62
CASH AND CASH EQUIVALENTS RHIRZREREREBL£HEE
AT END OF PERIOD,
represented by cash and bank LB & RIBITEHRTR
balances 203,634 197,629
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NOTES TO THE UNAUDITED CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS:

1.

08

BASIS OF PREPARATION

The unaudited condensed consolidated financial statements have
been prepared in accordance with Hong Kong Financial Reporting
Standards (the "HKFRSs"), Hong Kong Accounting Standards (the
"HKASs"”) and Interpretations issued by the Hong Kong Institute
of Certified Public Accountants ("HKICPA") and the disclosure
requirements of the GEM Listing Rules.

The unaudited condensed consolidated financial statements have
been prepared under the historical cost basis, except for certain
financial instruments which are measured at fair values. The principal
accounting policies used in the preparation of the unaudited
condensed consolidated financial statements are consistent with
those applied in the preparation of the audited financial statements
for the year ended 31 December 2018 with the addition of the new
and revised HKFRSs which are effective for the Group’s financial
year beginning on 1 January 2019.

Except as described below for HKFRS 16, the Directors considered
that the application of the other new and revised HKFRSs and
HKASs do not have material impact on the unaudited condensed
consolidated financial statements.

The unaudited condensed consolidated financial statements for
the six months ended 30 June 2019 has been prepared with HKAS
34 "Interim Financial Reporting” issued by the HKICPA and the
applicable disclosure requirements of Chapter 18 of the GEM Listing
Rules.

HKFRS 16, “Leases” replaces the previous standard HKAS 17
“Leases” and becomes effective for annual periods beginning on or
after 1 January 2019. The Group has applied HKFRS 16 for the first
time in the current period.

Leases are recognised as a right-of-use asset and a corresponding
liability at the date at which the leased asset is available for use by
the Group. Each lease payment is allocated between the liability
and finance costs. The finance costs are charged to profit of loss
over the lease period so as to produce a constant periodic rate of
interest on the remaining balance of the liability for each period.
The right-of-use asset is depreciated over the shorter of the asset’s
useful life and the lease term on a straight-line basis.

Assets and liabilities arising from a lease are initially measured on a
present value basis. Lease liabilities include the net present value of

the following lease payments:

e fixed payments (including in-substance fixed payments), less any
lease incentives receivable;

e variable lease payments that are based on an index or a rate;

Hang Tai Yue Group Holdings Limited | Interim Report 2019
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e amounts expected to be payable by the lessee under residual
value guarantees;

e the exercise price of a purchase option if the lessee is reasonably
certain to exercise that option, and

e payments of penalties for terminating the lease, if the lease
term reflects the lessee exercising that option.

The lease payments are discounted using the incremental borrowing
rate. Right-of-use assets are measured at cost comprising the
following:

e the amount of the initial measurement of lease liability;

e any lease payments made at or before the commencement date
less any lease incentives received,;

e any initial direct costs, and
e restoration costs.

Payments associated with short-term leases are recognised on a
straight-line basis as an expense in profit or loss. Short-term leases
are leases with a lease term of 12 months or less.

The following reconciliation explains how the operating lease
commitments disclosed applying HKAS17 at the end of 31
December 2018 could be reconciled to the lease liabilities at the
date of initial application recognised in the statement of financial
position as at 1 January 2019:

o ABARBRSKEEEFRNOARENTE:
e BEEEBERIZTEE(WAHEAGEER
BITEERBERERE) X

o RIMAEZIR(WEEFHMRBAREA
TEZBEEERE) -

HENRERBEERN KR - EREEE
HRAGTE AR
s HERBEZVMRFIESHE:

o (R B HE 2 A 1E 2 8 & R
EERHEERE:

o EMVMAEEARA K
o TBIREKA-

B155 HAH EAE B A0 T SUA B AR B E RN 1R 2 N B
ARFAX - EHEENEEFH/2MEA KA
THHEE-

ATHEEAR —"T-N\F+_A=+t—HK
EREREGAERNE 1T RRENCEHERE
HRZF-NF—A-BEMBRRREZDN
RFEABMz HERENEKRER

HK$'000
T
Operating lease commitments RIE-NFTIZA=ST —ANKEHERE
at 31 December 2018 15,226
Less: Future interest expense B BERMERY (1,426)
Add: Payments in optional extension periods mmup=—E—/\&Fr=A=+—~H
not recognised as at 31 December 2018 RAEE RABARIER Z TR 9,591
Lease liabilities as at 1 January 2019 RZE-—NF—H-HNIHEEAE 23,391

The weighted average lessee’s incremental borrowing rate applied
to the lease liabilities recognised in the statement of financial
position as at 1 January 2019 is 5%.

The Group has not early adopted the new and revised HKERSs that
have been issued but are not yet effective.

R _F-Ng— A - ANBHAARERNES
B EEANMEF AR AZEERNER
5% °

AREEY BB F RN BB B ARERZHET
PR BB s 2R o
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10

SEGMENT INFORMATION

The Group determines its operating segments based on the internal
reports that are regularly reviewed by the chief operating decision
maker in order to allocate resources to the segments and to assess
their performance, as follows:

(i) Mobile internet cultural business and provision of IT services;

(i) Provision of hospitality and related services in Australia;

(iii) Money lending business; and

(iv) Assets investments business.

Segment revenue and results for the six months ended 30 June
2019 and 2018 are reported below:

For the six months ended 30 June 2019 (unaudited)

A
AEERBEEEEARATHENRAS S
SRAFRFELRAZ NBRE BT RE
S FEMT

() BREBBX T RIRIE NIRRT
(i) PR RATRIRTS

(i) EEE®: &

(v) EERARS-

BE_ZT-NAFR-_T-N\FRA=THILRX
BRAZDEBBRARKE2HRAT :

BE—E—NFANA=FHIEANEA (KEZF
%)

Mobile internet Provision of
cultural business hospitality and Money Assets
and provision of IT  related services in lending investments
services Australia business business Total
BBERE
XLEBR B R
RAER BEER
NER% R RS BEES BEREXH st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T TET TET THET
REVENUE KA
Disaggregated by timing of R EE S WA RER
revenue recognition
Point in time T—BY 17 18,926 - - 18,943
Over time BB R HER 253,133 29,416 - - 282,549
Not within scope of HKFRS 15 BB REER
F155REE - - 893 - 893
External customers SNERP 253,150 48,342 893 - 302,385
RESULTS ES |
Segment (loss)/profit A (EI8), & F (20,079) (3,427) (134) 4,291 (19,349)
Unallocated head office and AOBEBREER
corporate income and expenses RAMARRAZ (5,760)
Interest income HIESEON 1,302
Finance costs BMEKA (5,528)
Loss before income tax FEHATEE (29,335)
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Amounts included in the measure of segment results:

FRAD BB B Z IR

Mobile
internet  Provision of
cultural hospitality
business and and related Money Assets
provision of IT services in lending  investments
services Australia business business Unallocated Total
BBERE
XEEBR REUNER A
REER BER
B R HE R REXY BEREXH AR #st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TET T TET TET
Depreciation and amortisation LEN S
of property, plant and equipment rEREH (2,529) (3,700) (80) (26) (22) (6,357)
Depreciation of right-of-use assets EREEENE (5,235) - (237) (85) (128) (5,685)
Share of results of associates kY WNGIES (1,467) - - 4,299 - 2,832
Fair value gain on financial assets RATEERERIER
at fair value through profit or loss SREEC A TEKR - - - 178 - 178
For the six months ended 30 June 2018 (unaudited) BE—E—-NFEAA=FHIEAEA (KEF
#%)
Mobile internet Provision of
cultural business hospitality and Money
and provision of IT  related services in lending  Assets investments
services Australia business business Total
%EaHA
XLEBR RRIMR A
REEAR BIER
R R T yiclealiieit EEXH® BEREED @5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL T FBIT TEx AT
REVENUE ['ON
Disaggregated by timing of REEE A UARR
revenue recognition
Point in time K% 5,680 26,644 - - 32,324
Over time RERREES 158,515 29,506 - - 188,021
Not within scope of HKFRS 15 BRUMBREER
F15KBE - - 151 1,831 1,982
External customers SNEEP 164,195 56,150 151 1,831 222,327
RESULTS ES |
Segment (loss)/profit P (E8),/wF (11,122) 1,427 (323) 18,827 8,804
Unallocated head office and ROMBREEK
corporate income and expenses ARMARAR (5,538)
Interest income FEBA 779
Finance costs BARKAR (4,964)
Loss before income tax Frig R A (919)
ERVEEZRERAAE | —ZE—AFHHKRE 11



12

Amounts included in the measure of segment results:

FRAD BB B Z IR

Mobile internet Provision of
cultural business  hospitality and Money Assets
and provision of  related services lending investments
[T services in Australia business business Unallocated Total
BHLHE
X EBR PRI R
RHEEH BER
R AR TR EBEEE BEREEHK RO @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET THEL TET FHET THET FBT
Depreciation and amortisation LEN S
of property, plant and equipment rEREH (1,527) (3,959) (44) - (319) (5,849)
Share of results of associates k) YNGIES (2,136) - - (2,822) - (4,958)
Fair value gain on financial assets BATEEBERIIEZ
at fair value through profit or loss eREEZATEKR - - - 3,353 - 3,353
Gain on disposal of subsidiaries HEMRBARZ K - - - 17,795 - 17,795
REVENUE 3. WA
Revenue represents the aggregate of the net amounts received and WA B W R EWE =T 2 25 RIBF5E -
receivable from third parties. An analysis of the Group's revenue is AEEZWADHTIT
as follows:
Six months ended Three months ended
30 June 30 June
BEAA=tHILLAEA BEAA=tHILL=MEA
2019 2018 2019 2018
“B-hAFE | —T)N\F| ZB-AFE | —T)\F
HK$'000 HK$'000 HK$'000 HK$'000
TET FHET FHERT FHET

(Unaudited) (Unaudited) | (Unaudited) (Unaudited)
(REEZ) | (REFEZ) | (REBER) | (CREFER)

Revenue from contracts with BERMKREER
customers within the scope of 155 EERK
HKFRS 15 EFAHNBA

Income from mobile internet BEE B T &
cultural business and provision of 3 & s EHE IR TG B A

IT services 253,150 164,195 128,396 83,425

Income from provision of hospitality 78R N2 £ /5 &
and related services in Australia ELE T ON 48,342 56,150 22,616 26,390
301,492 220,345 151,012 109,815

Revenue from other sources H AR A

Loan interests income &IPSV PN 893 151 412 151
Rental income HeW A - 1,211 - 542
Dividend income &% B A - 620 - 620
893 1,982 412 1,313
302,385 222,327 151,424 111,128
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4.

OTHER GAINS AND LOSSES

4. HelWas MEE

Six months ended
30 June
BZA<B=1+HILAEA

Three months ended
30 June
BEXA=THL=@A

2019 2018 2019 2018
—E-hE | T )\F| ZB-hE| —ZT—N\F
HK$'000 HK$'000 HK$'000 HK$'000
FET F#ET FET FHET
(Unaudited) (Unaudited) | (Unaudited) (Unaudited)
(REBERZ) | (REFEZ) | (REER) | (REER)
Gain on disposal of subsidiaries HENB AR 2 WzE = 17,795 = 17,795
Unrealised gain/(loss) on BRAFEFABRZ
financial assets at fair value SRMEERER
through profit or loss Wz (&) 178 3,353 (779) 1,823
Loss on disposal/written-off of HE MEME - BE &
property, plant and equipment w2 EE (39) (717) (10) (709)
139 20,431 (789) 18,909

(LOSS)/PROFIT BEFORE INCOME TAX

(Loss)/profit before income tax has been arrived at after charging:

5. FTSHLAT (B51R) i F
PTG BLAT (BHR) i FIR I T 5 5 E & 19

H

Six months ended
30 June
HZEAA=+tHILAEA

Three months ended
30 June
BZEANA=tHL=EA

2019 2018 2019 2018
“E-hE | ZE-N\F | ZB-hFE | ZT—N\F
HK$'000 HK$'000 HK$'000 HK$'000
FTET FAT FEx FHET
(Unaudited) (Unaudited) | (Unaudited) (Unaudited)
(REEZ) | CRgEZ) | CREER) | CREEZ)
Cost of inventories expensed BIER Y 2 FEKA 11,199 12,380 5,386 6,301
Staff cost (including directors’ ETHRA(BEES
emoluments) )
— Salaries and benefits* —¥ & MAEA* 253,257 141,835 126,805 69,341
— Retirement scheme contribution*  — iR {R&T & F* 21,930 12,700 11,661 7,670
275,187 154,535 138,466 77,011
Depreciation of property, plant and  ¥1% - = & & E T &
equipment 6,105 5,349 3,137 2,769
Depreciation of right of use assets {FFAEEEITE 5,685 - 2,504 -
Amortisation of intangible assets £ & i 252 500 125 248
12,042 5,849 5,766 3,017
Interest on borrowings wholly AR A FANEE
repayable within five years BNz EEFE 5,528 4,964 2,696 2,399
Minimum lease payments paid BIBELEHEDZ
under operating leases RIS 733 7,021 297 2,507
*  During the six months ended 30 June 2019, technical staff * REBEZE-NAFAA=ZTHLESREA:

salaries and benefits of approximately HK$198,722,000
(2018: HK$92,456,000) and corresponding retirement scheme
contributions of approximately HK$17,686,000 (2018:

HK$8,854,000) were included in cost of services.

Rt 8 T#H ¢ & 18 7)49198,722,000% T

—Z— )\ :92,456,000/8 7T ) M tH iR
REt &l 2 4917,686,0008 7T (ZZF — )\
F : 8,854,000/8 7T ) B AT ABRFS A AN ©

ERMEEZERARLR | ZZ2-NFHhHHEE 13




6.

14

INCOME TAX EXPENSE

6. FIfFHRX

Six months ended
30 June
BZEASBA=1+HIEAEA

Three months ended
30 June
BEAA=+tHLE=@A

2019 2018 2019 2018
—FB-NF | T /\F| =F-AEF | —FT)N\F
HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FET FET
(Unaudited) (Unaudited) | (Unaudited) (Unaudited)
(RECERZ) | (REEZ) | (RBER) | (REER)
Current tax: BN ERAFR 15
— Hong Kong Profits Tax —BAEREH - = = 7)
— People’s Republic of China —FRE AR AMEH
(the "PRC") Enterprises ([HE]) D
Income Tax TSt - 993 - 993
— Australia Company Tax —BEMN B - 519 - 69
- 1,512 - 1,055
Deferred tax: EIERIA -
— Current period — N HA = (403) = (157)
- 1,109 - 898

The provision for Hong Kong Profits Tax was calculated at 16.5% of
the net estimated assessable profits for both periods. The Group's
subsidiaries operating in the PRC and Australia were subject to the

tax rates at 25% and 30% respectively.

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend

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

7. FHIRE

BAEMEHR BB WAL G ERBERFE
FBZ165% T E - NEBRAEKBMNELE 2
M B A T 5 B 781225 % [230% B R -

EEgTREREBE_Z-NAFRA=1THL

NEAREFARE (ZF—N\F:E)-
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8.

(LOSS)/EARNINGS PER SHARE

The calculation of basic and diluted earnings or loss per share
attributable to the shareholders of the Company for the period is

based on the following data:

8. &= (ER)

BZF

Six months ended
30 June
BZA<B=1+HILAEA

vl

AR R B REGESRER TR HE
BEERATEE:

Three months ended
30 June
BEXA=tHL=@A

2019 2018 2019 2018
—E-NF —N\F | ZEB-hLF —NFE
HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FHExT FHEIT
(Unaudited) (Unaudited) | (Unaudited) (Unaudited)
(REEZ) | (REFEZ) | (RBFER) | (REFEZR)
(Loss)/earnings: (E8|) BA:
(Loss)/profit for the period A B R FE(RERA
attributable to shareholders of (&18) w7
the Company (27,259) (727) (16,178) 5,267

Six months ended
30 June
BEZA~BA=1tHIEXEAR

Three months ended
30 June
BEANA=tHL=MEA

2019 2018 2019 2018
—E-hEF —NF| ZB-hAE| ZT—N\F
(Unaudited) (Unaudited) | (Unaudited) (Unaudited)
(REZ) | (REFEZ) | (RBER) | (REFER)
Number of shares: BREEE :
Weighted average number of BETEBRRZ
ordinary shares in issue A9 8 5,336,235,108 | 5,336,235,108 | 5,336,235,108 | 5,336,235,108
Effect of diluted potential ordinary l?ﬂﬁﬁﬁi%z%}%

shares as a result of the share BELTBRZTZE

options granted

Weighted average number of METEERES
ordinary shares in issue for the (B#8) /BAmE
purpose of calculation of ZBEBEITEEERZ
diluted (loss)/earnings per share N F 98

5,336,235,108

5,336,235,108 | 5,336,235,108 | 5,336,235,108

With the cancellation of all the outstanding share options during
the year ended 31 December 2018, the computation of diluted loss
per share for the three months ended 30 June 2019 and for the six
months ended 30 June 2019 does not assume the conversion of the
Company'’s outstanding share options.

The computation of diluted loss per share for the six months
ended 30 June 2018 and diluted earnings per share for the three
months ended 30 June 2018 did not assume the conversion of the
Company's outstanding share options because the adjusted exercise
price of those share options is higher than the average market price
of the shares of the Company.

ERMEEZERBRAR | =F

HRFTBRARITEZEREENEHES
—\FF_A=T—HB L FERH
W EHEE - NEAAA=THIE=E
ARBE—T—NFA=THIEREA
CEREEEER WEBRRKANAFZK
ITIF RS R o

S EEE T - N\FAA=THLAEBAZE
FEEERMEE T \FARA=THL=
A BEEERNE TERBRARRZK
ITERBREEE SR SRS EIRE 2 EHE
TEERRARBRND 2 FHIME-

—NERHPHRE 15



9. MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2019, additions to property,
plant and equipment amounted to approximately HK$4,651,000

(2018: HK$5,383,000).

10. OTHER INVESTMENTS IN EQUITY SECURITIES

”ﬁﬁtﬁﬁ Sy

—F—

ﬁﬁ/\ﬂ +BIENEA
RAEFTH M & % A 494,651,000 7T
J\£E : 5,383,000/ 7T) °

: ~mﬁ'§

—F—

=

BB

10. EMRAFLEELE

//J\%%

At At
30 June 31 December
2019 2018
R=-ZE—h&F RZE—N\F
AA=t+H +=—HA=+—H
HK$°000 HK$'000
TET FHET
(Unaudited) (Audited)
(RRBER) (fe&Z)
Financial assets at fair value through RAFEZBHME2E WK
other comprehensive income ZEREE
Listed equity securities in Hong Kong BB LETRAE S 12,626 13,105
Listed equity securities in the PRC A _E RN RE 5 99,452 76,615
Unlisted equity securities JELEMRARES 7,923 7,992
120,001 97,712
Financial assets at fair value through RAFEEBRERIEZ
profit or loss cREE
Listed equity securities in Hong Kong BB ETRAE 42,110 41,932

Notes:

(@) During the six months ended 30 June 2019, no dividend income
from financial assets at fair value through other comprehensive
income (“FVTOCI") (non-recycling) (2018: HK$620,000 from
available-for-sale investments) was recognised in profit or loss.

(b) At 30 June 2019, the carrying amount of the Group's
investments in the following company exceeded 10% of the

total assets of the Group:

e

@ RBE_ZT-—AFRA=tBIXAEAA"

BEN S

SRR ATFEEBEMEEE

SR (BEATFEEBEMEE KR

RDZEMEENKE
“E-NFAHEERENR

620,000/8 7T ) °

(b) EA_

S UNCGNE 1)
BHA

—NERA=1TH AEBERXAUT

RAZRENEREBRBAEB A EE
#110% :

Place of Particulars of
Name establishment  Principal activities issued shares held Interest held
=1 X 3 3t B FEXEB FEFEBRTROFHE FR¥sfE R
LEO Group Co. Ltd ~ PRC Manufacturing and sale of Ordinary shares listed on 0.69%
("LEO") industrial and domestic the Shenzhen Stock Exchange

water pumps and provision (Stock code: 002131)

of internet services
MESEBRDAR HE EE&%”EliﬁH&%ﬁﬁmﬁ EBRNARNBEZFR H L™ 0.69%

2 ([FE])

(R A5% 1 002131)
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11. CONTRACT ASSETS AND CONTRACT LIABILITIES N BHEEREBHERE

(a) Contract assets (a) EHEE
At At
30 June 31 December
2019 2018
R-E—NEF
R=ZB—hE +=A
ANA=*1H =+—H
HK$'000 HK$’000
FET FET
(Unaudited) (Audited)
(REEZ) (#BER)
Contract assets EHEE
Avrising from performance
under contracts RETEHNRESE 141,241 133,121
Less: Loss allowance B R (706) (666)
140,535 132,455
The expected timing of recovery or settlement for contract YR EESHNEEMNTEHRRRENT
assets is as follows:
At At
30 June 31 December
2019 2018

R=2-N&E | WH-T-N\%F
AA=tR | +-A=t-A

HK$'000 HK$'000

FET FAT

(Unaudited) (Audited)

(RBEX) (f&&iZ)

Within one year R—FR 140,535 132,455
The movements in loss allowance during the reporting period R & Bl v B BB B ) 15 R

are as follows:

HK$'000

T

Impact on implication of HKFRS 9 BRI MEERFESR 22 658

Adjusted balance at 1 January 2018 R-ZZ—-AF—H B ARER 658

Impairment loss recognised wREAEBE 33

Exchange realignment A PR B (25)

At 31 December 2018 and 1 January 2019 REZE—AF It A=+—H8K 666

—E-AfF— A8

Impairment loss recognised wREEEE 42

Exchange realignment SN FE B (2)

At30.June 2019 REZSNERNA=1H 706

ERMEEZRARLR | ZZ2-NFHhHHEE 17



(b) Contract liabilities

(b) ERNEE

At At
30 June 31 December
2019 2018
R-ZE-h#F R-Z—)N\F
A~A=tH +=-A=+—H
HK$'000 HK$'000
FET FET
(Unaudited) (Audited)
(RIBER) (EEZ)
Contract liabilities AHEE
Deposits received and deferred income BdEE MBEEWRA 7,377 7427
7,377 7,427
12. TRADE AND OTHER RECEIVABLES 12. B 5 RHEMERIA
At
30 June At
2019 | 31 December 2018
RZE—NEFE
R=ZE—h&E +=A
ANA=TH =+—H
HK$'000 HK$'000
FTBT FHET
(Unaudited) (Audited)
(REEZ) (&%)
Trade debtors EUE FERX 33,196 27,636
Less: Loss allowance B EE R (159) (165)
33,037 27,471
Loans receivables fEUE X 13,900 27,400
Loans interest receivables R E RF B 5 81
Deposits Ee 1,467 3,966
Other debtors and prepayments H IR AR SR R FB S BOR 13,696 9,873
62,105 68,791

18
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Aging analysis of trade debtors

The credit terms given to the customers vary and are generally
based on the financial strengths of individual customers. In order
to effectively manage the credit risks associate with trade debtors,
credit evaluations of customers are performed periodically. The credit

W B 5 RR KA ARk 2 4T

RTEEZEERSETR —RAERER
Zﬁﬁﬁﬁzijﬁ%%i’@Eﬁiﬁl%@)@ﬂﬁzf’f%ﬁﬁt
ZEBEERR ARAREHFGERTER
FEY B ZARE Z{foﬁﬂ)l?%o:twoa i

period given to trade debtors ranged from 30 days to 180 days. AR BREZZABHIEKE ZEREFERRD T
The ageing analysis of trade debtors as at the end of the reporting (MRREERE) T :
period, based on the invoice date and net of loss allowance, is as
follows:
At At
30 June 31 December
2019 2018
R=Z-—hEF RZE—NF
A~NA=1+8 +=ZA=+—H
HK$'000 HK$'000
FET FHET
(Unaudited) (Audited)
(REERZ) 39
Within 1 month DRUEHA 28,025 25,851
1 to 2 months 12218 A 3,435 552
2 to 3 months 2E31E A 517 118
Over 3 months 3B A E 1,060 950
33,037 27,471
Impairment loss of trade debtors EWE SRR ERE

Impairment loss in respect of trade debtors from third parties is
recorded using an allowance account unless the Group is satisfied
that recovery of the amount is remote, in which case the impairment
loss is written off against trade debtors.

The movements in the loss allowance during the reporting period
are as follows:

REE =T 2 EBE S EFRERERABERE
SRR - BR IE NSRBI R ik T KR 2 YR [B] AT BE 1
R E B EEH%RT B 1R Ty B

HEMAEERBESE RN T

HK$'000

FET

Impact on implication of HKFRS 9 HNE B GRS 2ERISE05 ~ & 70
Adjusted balance at 1 January 2018 RZZE—NF—-H BZEAEEH 70
Impairment loss recognised EEE ﬂfﬁ)ﬁiﬂﬁ 100
Exchange realignment HINEE 5 B (5)
At 31 December 2018 and 1 January 2019 RZE—_AE+_A=t—HR=ZZT—NF—HA—H 165
Impairment loss recognised B iERESE (5
Exchange realignment SNGE FEEE (1
At 30 June 2019 —NWEXRA=1H 159

The maximum exposure to credit risk is the carrying amount of trade
debtors and the Group does not hold any collateral as security.

ERMEEZERBRAR | =F

R 2 &R EERR A EEE SRR ZRE

BB EFEFEAERRIERER-

—NERHPHRE 19



Aging analysis of loans receivables

The Group's loans receivables, which arise from the Group’s money
lending business, are denominated in Hong Kong dollars. At 30
June 2019, loans receivables were unsecured, bearing interest at
an average rate of approximately 10% to 11% per annum (31
December 2018: 10% to 11%) and repayable with fixed terms as
agreed with the Group’s customers.

A maturity profile of the loans receivables as at the end of the
reporting period, based on contractual due date, is as follows:

PE W & R R

AEBzRUERKAARNEEZEBERES X
AABTAHE-RZZE-AFA=1TH EBK
ERREER BO0% E11% (ZE-N\F
TZA=+T—H:10% E1%) 2 FHFHX
AHRWAREAREE P HhE 2 B E R AE
}\%O

RBEHR BRERBRESELZIEAE 2 55
BT

At At

30 June 31 December

2019 2018

R=ZZB—hEF RZZE—NEF

~B=1+H +=-—A=+—H

HK$'000 HK$'000

FExT FHET

(Unaudited) (Audited)

(REERZ) (fE&#EZ)

Within 3 months R3EAR A 13,900 =
3 to 6 months 3%61E A - 27,400
13,900 27,400

At the end of the reporting period, all loans receivables were neither
past due nor impaired.

R EHIR - PrA R E SR R a IR SR 0RUE -

13. TRADE AND OTHER PAYABLES AND PROVISION 13. B 5 R AN FRIB R BE

At At

30 June 31 December

2019 2018

R-ZZE—h#F R-ZZE—N\F

NA=1H +—-A=+—H

HK$'000 HK$'000

FExT FHETT

(Unaudited) (Audited)

(RELHEZ) (e 21%)

Trade creditors BB FERR 9,586 13,211
Accruals and other payables FEET B A I E b JE A 229,278 173,540

IR
Provision B 7,200 7,200
246,064 193,951
Amount due after one year included under SFFAERBEEEAT (28,349) (36,985)
non-current liabilities R—F 2B RE

217,715 156,966
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*

Aging analysis of trade creditors

The following is an ageing analysis of trade creditors based on the

FEf B 5 R AR iR 0 AT

UTAARERREMRRERZAHEMNE

invoice date of the Group as at the end of the reporting period: SRR ZRER DT :
At 30 June At 31 December
2019 2018
R=ZZB—h&F RZE—NF
~NA=1+8H +=-A=+—H
HK$'000 HK$'000
FET FHT
(Unaudited) (Audited)
(REBERZ) (& E%)
Within 3 months 3MEAZA 6,442 11,102
Over 3 months 3ME A A E 3,144 2,109
9,586 13,211

Other payables Ho A PEAS FRIE

Included in other payables is an amount of HK$57,475,000
(approximately RMB48,088,000) (the “Compensation”) which
represents a compensation in the amount of approximately
RMB48,088,000 (inclusive of tax) payable to Huawei Technologies
Co. Ltd. (E AT AR AR ("HW"), a major customer of the
Group, by £/ 5B & 4 FBR A A (Shanghai EPRO Software
Company Limited*) (“EPRO"), a then indirect wholly-owned
subsidiary of the Company, as a result of the offering of bribe to
the staff of HW by a former employee of EPRO in contravention of
the Honesty and Integrity Undertaking dated 22 December 2014
executed by EPRO in favour of HW.

On 12 March 2019, EPRO and HW completed the execution
process of an agreement (the “Agreement”) pursuant to which
the Compensation shall be set off against the accounts receivable
due from HW to EPRO (the “Accounts Receivable”) by 36 equal
monthly instalments (the “Monthly Instalments”) commencing on
1 April 2019.

It is also provided in the Agreement that (i) to ensure the
settlement of the Compensation by EPRO, EPRO shall agree that
the amount of the Accounts Receivable shall exceed the amount
of the Compensation, and HW shall have the right to set off the
Compensation against the Accounts Receivable; and (ii) EPRO shall
provide its previous year's annual audited financial report to HW
every year. Subject to the mutual agreement between HW and
EPRO and the profitability of EPRO as disclosed in its annual audited
financial report, the amount of the Monthly Instalments«to be set
off against the Accounts Receivable for the year may be increased.

For identification purpose only

5T A E b i 5 3R IB B € §E57,475,0007% 7T (49
AR #48,088,0007T) ([BEE])EARQAE K
2HEE2ENBAR LEZERHERA A
(BB HASHE —ZLREBBBRERKMAER
72 @) (Huawei Technologies Co. Ltd.) ([E#E &) &
T ERFIER-ZZE—NF+_A=+=H%
ENNELS (ATEENEERF)MEE (B

FEFRIE - 49 AR #548,088,0007T ) °

R=F—NFZAT-H SBERERETK
Oz ([HEDOATEF B B=F
—NEHEE B BRER N 5 E RN E R
[E YR ([ TEMRRAR] ) 13618 A F R ([

R&R]) e =Em-

BEPTRENAERRZIENEELEN 58
EREEVETNEBEERSNBESE ME
REEBENENEWERREGREE &) 5
ERGERELRERE I —FHNFELEZY
HHRE -XRREREZFENES e kX E

FERERVMBREREZ HEN B

REEHREYRFF BN R AENE A

2R

ERMEEZEREBRAT | ZF-NFHHHRE
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14.

22

14. 1B

BORROWINGS EP=)
The exposure of the Group’s borrowings are as follows: rEEZBERRBIOT:
At At
30 June 31 December
2019 2018
R-ZZ—hf RZE—NF
AA=+A tTZ-A=+t—H
HK$'000 HK$'000
FTET FHT
(Unaudited) (Audited)
(REER) (fe&Z)
Fixed-rate borrowings BEMEEE 80,836 80,913
Variable-rate borrowings EEAEREE 67,268 83,899
148,104 164,812
Secured Eigi 147,644 161,359
Unsecured fm 4K 34 460 3,453
148,104 164,812
The carrying amounts of the above LB ZREE
borrowings are repayable: ARAT AEIEE
Within one year or on demand —FARIREREE 81,296 164,812
Within a period of more than one year —F A BT R W EE
but not exceeding two years 66,808 =
148,104 164,812

Note:

During the period under review, the Group's variable-rate
borrowings were mainly subject to interests at the benchmark
lending rate of the People’s Bank of China plus a spread of 1.345%
and at the Business Lending Rates in Australia plus a spread of
0.92%. The ranges of effective interest rates per annum on the
Group's borrowings are as follows:

Bt :

PEBEE NEBZ ZHFREEETE
R ARIRITEESFIE I .345% B =
BN EE A ENN0.92% B ET B K&
BESFERMNEHENT

At At
30 June 31 December
2019 2018
R=ZZF—hF RZZE—NF
AA=1H +—-—H=+—H
Effective interest rate: BRI
Fixed-rate borrowings Eﬂ—?—%g 6.00% 6.00%
Variable-rate borrowings FENFEEE 4.50%-5.70% 4.40-5.90%

Certain loans were subject to the fulfilment of covenants commonly
found in lending arrangements with financial institutions. If the
Group were to breach the covenants, the draw down facilities
would become repayable on demand. In addition, the Group's
certain loan agreements contained clauses which gave the lenders
the right at their sole discretion to demand immediate repayment at
any time irrespective of whether the Group had complied with the
covenants and met the scheduled repayment obligations.
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15.

16.

17.

During the six months ended 30 June 2019, a subsidiary of the
Company (the “Borrower”) had breached the covenant of a loan
(the “Loan”) in the principal amount of RMB79,868,600 extended
by a securities firm in the PRC (the “Lender”), by failing to maintain
sufficient collateral at the required level. The Borrower has been
negotiating with the Lender in relation to the above, and as at
the date hereof, the Borrower has not received any demand for
repayment of the Loan from the Lender.

REBEE-ZT—NAENA=+BIEAEAR AR
Alz—HKMBRAR ([fBAF])AREERZ
SR AR EKFE R IR W& & E— R EE
FRR) ([EHFEREXRE ARKT9,868,600
TRER([BRMEZH-HEAF—EH Ll
BEHEEHARETRAREBE EAFTE
REEEDFANEBERERNESR.

At 30 June 2019, save as disclosed above, none of the covenants RZE—NFAA=ZTH B LEXHEEEIN
relating to borrowing facilities had been breached. MEEREBERRE 2L -
SHARE CAPITAL 15. P&
Number of
Shares HK$’000
gl 5 4E] F& T
Authorised: JRTE
Ordinary shares of HK$0.01 each W_ZE-—NF+_A=+—8"
at 31 December 2018, 1 January 2019 —E-NF—A—BX
and 30 June 2019 —E-NFARA=TH
SREEB T2 LB 20,000,000,000 200,000
Issued and fully paid: BT RN
Ordinary shares of HK$0.01 each at RZE—-—NF+ZA=+—8"
31 December 2018, 1 January 2019 —FE-NF-A—BkK
and 30 June 2019 —E-NFAA=1+H
SREE0.0B Tz B 5,336,235,108 53,362

SHARE-BASED PAYMENTS 16.

The Company’s share option scheme (the “Share Option
Scheme"”) was adopted on 12 November 2010. The purpose of the
Share Option Scheme is to provide incentives and help the Group in
retaining its existing employees and recruiting additional employees
and to provide them with a direct interest in attaining the long term
business objectives of the Group.

During the year ended 31 December 2018, 82,025,748 share
options were cancelled due to resignations of the grantees. As a
result, there were no share options outstanding at 1 January 2019

and 30 June 2019.
RELATED PARTY TRANSACTIONS 17.

(a) Related party transactions and balances

PARSU 7 2 B 2 (5 3K
ARBNR—_F—FFE+—- AT - ARABEE
At (TRERAERL S ) - BIERT 85 iRt &
BLEDASHBEEREEENEFEME
B UREEFREERAEERAXHEEFEZ
B -

REE-_T<NEF+t=-A=+—HLFE"
82,025,74817 5 i (K & A BH(Eqf 5T 38 o A
- R—E—hF—A—BEK_ZT=hF/<AH
=1+ 8 BERRESRITE

(a) BEAIRZ NG

Six months ended 30 June

BEAA=1THILAEA

Counterparty Nature of transactions 2019 2018
REHF XEME —E-NEF —T - \F
HK$ 000 HK$'000
FHET TETT
Substantial shareholder for the Company Consultancy fee paid or payable 720 -
RRAREZRH BN ENERE
A director of subsidiary of the Company Subscription price received
by the Group (Note 18) 22,000 -
—EZARENBARE = A& ERBRERBE (H:E18)

ERMEEZEREBRAT | ZF-NFHHHRE
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(b) Key management personnel remuneration

The remuneration of the Directors, who are also identified as
members of key management of the Group, is as follows:

(b) TREBEASHMH

EE(IBRARAEEIEEEERE)Z
o T

Six months ended 30 June

BEAA=1tRHILLAEA

2019 2018
—E-NEF —E—N\F
HK$'000 HK$'000
FET FETT
Salaries and other short-term benefits Fre M HE M HRAE A 663 1,272
Retirement scheme contribution IRORET SR 20 14
683 1,286
18. TRANSACTION WITH NON-CONTROLLING INTEREST 18. HIFIERERETHNR S

Deemed disposal of interest in a subsidiary without loss of
control

On 21 May 2019, Concord-Linked Limited (the “Target”, together
with its subsidiaries, the “Target Group”), a then wholly-owned
subsidiary of the Company, entered into a subscription agreement
(the “Subscription Agreement”) with Mr. Wong Jing Shong (the
“Subscriber”), pursuant to which the Subscriber has conditionally
agreed to subscribe for, and the Target has conditionally agreed to
allot and issue, the subscription shares (the “Subscription Shares”)
(representing 49% of the issued share capital of the Target as
enlarged by the issue of the Subscription Shares) at the subscription
price of HK$22,000,000, upon and subject to the terms and
conditions of the Subscription Agreement (the “Subscription”).

After the completion of the Subscription on 27 May 2019, the
Target is owned as to 51% by the Company and 49% by the
Subscriber, and the Target continues to be a subsidiary of the
Company. Accordingly, the assets, liabilities and financial results of
the Target Group continues to be consolidated into the financial
statements of the Group. As the Subscription has not resulted in a
loss of control by the Group in the Target and has been recorded by
the Group as an equity transaction in accordance with the HKFRSs
and the accounting policies of the Group, no gain or loss from the
Subscription has been recorded in the consolidated profit and loss
of the Company. The effect of changes in the ownership interest
of this subsidiary on the equity attributable to shareholders of the
Company during the period under review is summarised as follows:

BALENBARER (TERAEHE)

R-ZZE—AFREA-+—H AQRAERzZE
& Bt /B A 7] CONCORD-LINKED LIMITED (1% B8
ERR2R) (BEQAA] ERENBAR
GEIEEEE)HEBZEE ([RBAF]
YREGE ((RBHE]) Bl RBAFEK
HRERE MEEARBKGREZRAEE
22,000,000/ LA 8 R B 1T R0 ([ RBR
7)) (HEREBITRERODIEREEEZEAA
EEITRRA49% ) - 5 R0 MR R AR
BiEK B AR ([RBBE]) -

R-CE-NFRA-_TLBERBERTHKE
BEARAARRARRBBADRTAESI% K
49% MBBRARBERSEARRZHBRA-
At  BREEZEE ABERVBXERE
HAREEZHBHRER ARBBEEHRLRE
HAKERKEBAANENE ERBERE
ERBEEBVBHRELNRAEESTHEREA
RARERS RIRBERZEMKEHER
WARFARRBZERER -REEHA B
REA RGN ESHH AR R RREEER
MR ERam T

HK$'000
T T
Carrying amount of non-controlling EHEFESIERREE
interests disposed of (2,707)
Consideration received from JEUR SEFE R AR 3R 2 (B
non-controlling shareholder 22,000
Change recognised on disposal within equity REZANERLE 2 EE) 19,293
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MANAGEMENT DISCUSSION AND ANALYSIS
Business and Financial Review

During the six months ended 30 June 2019, the Group was
principally engaged in (i) mobile internet cultural business and
provision of IT services; (i) provision of hospitality and related
services in Australia; (i) money lending business; and (iv) assets
investments business.

During the period under review, the Group recorded revenue
of approximately HK$302,385,000 (2018: HK$222,327,000),
representing an increase of approximately 36% as compared
with the corresponding period in 2018. The Group recorded a
net loss attributable to the shareholders of the Company (the
"Shareholders”) of approximately HK$27,259,000 (2018:
HK$727,000) during the period under review, and such substantial
increase in loss was mainly attributable to the net effect of (i)
the substantial increase in cost of inventories sold/services to
approximately HK$234,770,000 (2018: HK$147,920,000) for
the period under review, which was principally caused by the
increase in the salaries and benefits of technical staff under cost
of services incurred due to the increase in the number of staff
employed for the then expansion of the Group's IT business; (ii)
the significant decrease in other gains and losses to approximately
HK$139,000 (2018: HK$20,431,000) for the period under
review, which was mainly attributable to the absence of any
gain on disposal of subsidiaries for the six months ended 30
June 2019 (2018: HK$17,795,000); and (iii) the increase in
employee benefits expenses to approximately HK$58,779,000
(2018: HK$53,225,000) for the period under review, as a result
of the additional administrative head count hired for the then
expansion of the Group's IT business, notwithstanding the
increase in revenue to approximately HK$302,385,000 (2018:
HK$222,327,000) for the period under review. The Group also
recorded total comprehensive loss of approximately HK$7,809,000
(2018: HK$42,602,000) for the period under review, and such
decrease was mainly due to the fair value gains on financial assets
at FVTOCI of approximately HK$23,202,000 for the period under
review, as compared with the fair value losses on financial assets
at FVTOCI of approximately HK$31,318,000 for the corresponding
period in 2018.

Mobile internet cultural business and provision of IT services

During the period under review, the Group’'s mobile internet
cultural business and provision of IT services recorded a revenue
of approximately HK$253,150,000 (2018: HK$164,195,000),
representing a growth of approximately 54%.

ERMEEZERBRAR | =F

SRR RA
R R % R

BE_T— jli/‘_\)zl_‘f“lfljt/‘_\1ﬂ’$%
ZEEEKE: (VP EBA XL EE RIgH
BB RS (II)E BN 12 48 /5 & 48 7 AR
B(NEBEER RWEEREXK-

7 [B] R HA FE) - AN &= B 8% 15 U A £9302,385,000
BT (ZZ— )\ :222,327,00087T) &=
T N\FRHEEREL36% AOEEM: K
SEHGEARARE([BRER])E(LEEF
X8 4927,259,0008 7T (=& — /\4F : 727,000
BIL) BERAEBEENETEARUTZEZF
TEONRRBEHE EEFE/ REKAKX
I8 18 hn & 49234,770,0008 70 ( —Z T — )\ & :
147,920,000 7C)  TEHRAEE ERFE
ﬂ&%aﬂ%%ﬁﬁﬂ@{%zE\I)\%zi*buﬁuﬁa
EERBRAET 2 EME TH e k&5
s )RR B E s R E B KRR
,27139 oooﬁém(_:—)\$ 20 431 ,00075
/\1Iﬂjlﬁﬁﬁ’%5ﬁ% TZEW&Z (==
— )\ : 17,795,000/ 7T ) + K (iii) 7 2] EE HAE -
& B 428 F 59 X 1 hn &= %958,779,0008 7T (=&
— \%F : 53,225,000/ 7C) * JIARFRITEA
ERARERAEBNITER EE RO EEHM
9 Uk 25 38 1 49302,385,000/8 7T (—ZZF— )\ &F:
222,327,000 7T ) ° R E B Ji A 0] EE HA R 8% 15
2 EEB 4258 #477,809,000/8 7T (—F— )\ F:
42,602,000/ 7m0 "8 R 2 £ Z fp0 [0 B8 H
R AFEABEMEMB I EZE/mE
E SRS N FE W = 423,202,000 & M ==
— \F R iR A FEEBE M2 R
L EREE AT EEEL31,318,000/8 7T

B EBA LR REREAB KRS

REFEE  AEE B EBRH BB FER
KRt & 51 BHE AR 75 8115 Ug A 49253,150,000
o ot (—ZT — )\ : 164,195,000/ 70 ) - 1&g
B A)54% °
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The core IT businesses of the Group include enterprise software
applications, mobile internet applications, mainframe downsizing,
application localisation and systems integration. The Group has
experienced significant growth in its provision of IT services
business during 2018 and it was able to record growth during
the six months ended 30 June 2019. However, the rate of the
Group's revenue growth from its provision of IT services business
segment during the period under review was lower than the
growth rate expected in determining the scale of expansion of
this business segment, as a result of the breach (the “Breach”)
by EESEHHHBRAA (for identification purpose only,
Shanghai EPRO Software Company Limited) (“EPRO"), a then
wholly-owned subsidiary of the Company, of the Honesty and
Integrity Undertaking dated 22 December 2014 executed by EPRO
in favour of Huawei Technologies Co. Ltd. (AR MTERE A )
("HW"), a major customer of EPRO.

As disclosed in the Company’s announcements dated 21
February 2019, 28 February 2019 and 12 March 2019, on 12
March 2019, EPRO completed the execution process of an
agreement (the “Agreement”) with HW, pursuant to which
EPRO shall pay approximately RMB48,088,000 (inclusive of tax)
(the “"HW Compensation”) to HW, due to the Breach. The HW
Compensation shall be set off against the accounts receivable
due from HW to EPRO (the “Accounts Receivable”) by 36 equal
monthly instalments (the “Monthly Instalments”) commencing
on 1 April 2019. It is also provided in the Agreement that (i) to
ensure the settlement of the HW Compensation by EPRO, EPRO
shall agree that the amount of the Accounts Receivable shall
exceed the amount of the HW Compensation, and HW shall have
the right to set off the HW Compensation against the Accounts
Receivable; and (i) EPRO shall provide its previous year's annual
audited financial report to HW every year. Subject to the mutual
agreement between HW and EPRO and the profitability of EPRO as
disclosed in its annual audited financial report, the amount of the
Monthly Instalments to be set off against the Accounts Receivable
for the year may be increased. HW had ceased engaging EPRO in
new business activities from December 2018 until the execution
of the Agreement on 12 March 2019, while the existing business
activities between the parties continued, which led to the growth
of the Group's revenue generated from its provision of IT services
business during the period under review being lower than
the expected growth when the Group expanded this business
segment by hiring more staff. The amount of revenue generated
by the Group from HW for each month from January to June
2019 exceeded that for December 2018 during which HW ceased
to engage ERPO for new business activities. Notwithstanding the
HW Compensation (and its settlement arrangement) which had a
negative impact on the Group’s cashflow, the aggregate amount
of revenue generated by the Group from HW for the six months
ended 30 June 2019 is more than that for the six months ended
30 June 2018.
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In addition, as disclosed in the Company’'s announcement
dated 21 May 2019 and the circular of the Company dated 28
June 2019, Concord-Linked Limited (“Target”, together with
its subsidiaries, the "“Target Group”), a then wholly-owned
subsidiary of the Company holding the entire share capital of
EPRO, entered into a subscription agreement (the “Subscription
Agreement”) with Mr. Wong Jing Shong (the “Subscriber”),
pursuant to which the Subscriber has conditionally agreed
to subscribe for, and the Target has conditionally agreed to
allot and issue, the subscription shares (the “Subscription
Shares”) (representing 49% of the issued share capital of the
Target as enlarged by the issue of the Subscription Shares) at
the subscription price of HK$22,000,000, upon and subject to
the terms and conditions of the Subscription Agreement (the
“Subscription”).

After the completion of the Subscription on 27 May 2019, the
Target is owned as to 51% by the Company and 49% by the
Subscriber, and the Target continues to be a subsidiary of the
Company. Accordingly, the assets, liabilities and financial results
of the Target Group continues to be consolidated into the
financial statements of the Group. It is anticipated that the net
proceeds from the Subscription will provide the Target Group with
relief to the cash shortage caused by its settlement of the HW
Compensation and allow the Target Group to raise funds to meet
its own operating expenses in the short run, which will reduce its
financial reliance on the Group. Further details of this transaction
are set out in the Company’s announcement dated 21 May 2019
and the circular of the Company dated 28 June 2019.

In addition to the provision of IT services above, the Group has
also invested in the mobile-online game business. As at the
date of this report, the Group held 28.8% issued share capital
of Something Big Technology Holdings Limited (“Something
Big"”, together with its subsidiaries and controlled companies,
“Something Big Group”), which is principally engaged in the
design, development, marketing, distribution and operation
of mobile-online games. During the period under review, the
Group's share of the loss from Something Big Group amounted
to approximately HK$1,466,000 (2018: HK$2,136,000). During
the period under review, Something Big Group has been making
a loss due to the fierce competition in the mobile-online game
market in the PRC and lack of new innovative games for launch
by Something Big Group.

Hospitality and Related Services in Australia

The Group is engaged;in the hospitality business mainly through
its three venues located in Victoria, Australia, namely the
Balgownie Estate Vineyard Resort & Spa Yarra Valley, Bellinzona
Resort Cellar Door & Dining and Cleveland Winery Resort & Events
(collectively, the “Resorts”).
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The Balgownie Estate Vineyard Resort & Spa Yarra Valley, which
is located in the Yarra Valley, is a popular winery and tourism
destination in Victoria, Australia. It is a 4.5 star rated resort and
the winner of Tourism Accommodation Australia (TAA) for Best
Resort Style Accommodation four years in a row from 2016 to
2019. It consists of a piece of freehold land of approximately 29
hectares with a 7-hectare vineyard growing Pinot and Chardonnay
wine grapes, and offers 70 luxury accommodation rooms, day
spa, health club facilities, cellar door, restaurant and conference
facilities. The resort is one of the few in the Yarra Valley region
offering such comprehensive services and facilities, which give it a
strong competitive advantage.

Bellinzona Resort Cellar Door & Dining is located in Hepburn
Springs, Daylesford, the heart of the Victoria's spa region. The
resort includes a piece of freehold land of approximately one
hectare and comprises 43 elegant hotel rooms, including deluxe
spa suites, an indoor swimming pool, a cellar door, a heritage
restaurant and purposely built conference facilities catered for
small to large conferences.

Cleveland Winery Resort & Events is located in Lancefield,
Macedon Ranges. The resort includes a piece of freehold land
of approximately 40 hectares comprising a 3-hectare vineyard
growing cool climate Pinot, Chardonnay and a sparkling wine
grape, 50 ensuite rooms, a restaurant and extensive conference
facilities, including several lounges and breakout areas.

Starting from 2018, the Resorts were grouped together and
marketed under the brand “Prestige Retreats Group of Resorts”,
so as to strengthen the Group's corporate identity and presence
in the hospitality market which will be beneficial to the Group’s
development of the corporate and international tourism markets.

During the period under review, the Group recorded revenue of
approximately HK$48,342,000 (2018: HK$56,150,000) for the
segment of hospitality and related services in Australia.

The decline in revenue generated from this segment was due
to the drop in average occupancy rate of the Resorts from
approximately 60% for the six months ended 30 June 2018 to
approximately 56% for the six months ended 30 June 2019,
which is mainly attributable to the decrease in the number
of domestic visitations to regional Australia. The demand for
domestic travel has been adversely affected by the declining
economic growth in Australia, given the GDP growth issued by
the Australian Bureau of Statistics was only 0.4% for the March
quarter 2019 (March quarter 2018: 1.8%). Furthermore, the
Australian federal election in May 2019 which casted uncertainties
had led to more conservative spending by the residents in
Australia.
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Money Lending Business

The Group is engaged in the money lending business in Hong
Kong through its wholly-owned subsidiary, Mark Profit Finance
Limited, which is a holder of a money lender’s licence under
the Money Lenders Ordinance (Chapter 163 of the Laws
of Hong Kong). During the period under review, the Group
recorded interest income of approximately HK$893,000 (2018:
HK$151,000) from its money lending business. The Group has
been paying close attention to the market conditions and will
continue to monitor its resources to strive for the development
of its money lending business with prudent credit procedures in
accepting customers.

Assets Investments Business

As at 30 June 2019, the Group's investment portfolio in relation to
its assets investments business mainly comprised securities issued
by listed companies. During the six months ended 30 June 2019,
the Group recorded unrealised fair value gains on financial assets
at fair value through profit or loss of approximately HK$178,000
(2018: HK$3,353,000), and fair value gains on financial assets
at FVTOCI of approximately HK$23,255,000 (2018: fair value
losses on financial assets at FVTOCI of HK$31,318,000) as other
comprehensive income.

The Directors consider that securities investments with a carrying
amount that accounts for more than 10% of the Group’s total
assets as at 30 June 2019 as significant securities investments of
the Group. Details of the significant securities investments of the
Group as at 30 June 2019 are as follows:

Investment
Name Principal activity Interest held cost
£ TEER JiiE=T: £ RERAK
HK$'000
TET
Available-for-sale JHHERE
investments
LEQ, the shares of Manufacturing and sale of 0.69% 282,718
which are listed on the industrial and domestic
Shenzhen Stock Exchange water pumps and
(Stock Code: 002131) internet services
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During the six months ended 30 June 2019, the Group did not
receive dividend income from LEO (2018: HK$620,000).

Prospects of the Group’s significant securities investments

LEO is a company incorporated in the PRC with limited liability,
the shares of which are listed on the Shenzhen Stock Exchange
(Stock Code: 002131). LEO is principally engaged in the
manufacturing and sale of industrial and domestic pumps and
internet services including digital marketing business, marketing
strategy and innovation, media delivery and execution, monitoring
and optimization of marketing results and precise marketing etc.

Since the listing of the shares of LEO on the Shenzhen Stock
Exchange, the business scope of LEO has gradually expanded from
a pure domestic pumps business in the PRC to an industrial pump
business in the PRC, covering almost all the pump products in
the entire pump industry in the country. Given that the growth of
the traditional pump manufacturing business has stabilised, LEO
has been actively seeking for a new breakthrough in its strategic
development and striving to explore growth opportunities beyond
the traditional pump industry, so as to improve its profitability and
develop new profit growth.

In 2014, LEO successfully expanded its principal business into
the internet service business through a series of acquisitions. The
internet services LEO provides include digital marketing services
and digital media agency services.

Based on the 2019 first quarterly report of LEO, it has recorded
a net profit attributable to its owners of approximately RMB135
million for the three months ended 31 March 2019, representing
an increase of approximately 23% compared to the previous
corresponding period. The increase was mainly attributable to
(i) the increase in government subsidy received, (ii) the gain on
disposal of property, plant and equipment and; (iii) the increase
in investment income during the three months ended 31 March
2019.
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With regards to the prospects of LEO based on the published
information, the Directors noted that LEO has been actively
expanding its digital marketing services through both vertical and
horizontal integrations in recent years to capture the business
opportunities arising from the new internet-based interactive
entertainment pattern, which resulted in a growth in its revenue.
The Directors noted that LEO has received recognitions in the
market in recent years, being a sign of the success of LEO in its
business development.

The Group will continue to hold the investments in its portfolio,
unless there are changes in its investment strategy or potential
opportunities in realising its existing investments in securities
arise, taking into account the prospects of the issuers of the
securities investments, and the Group's objective to optimise the
returns from its investment portfolios and create value for the
Shareholders.

DISPOSAL OF ZHIQU

On 7 December 2015, the Group, Mr. Xu lJialiang, Mr. Xu
Xiaofeng (collectively with the Group, the “Vendors”), /&%
BES AR AA (in English, for identification purpose, Shanghai
Zhiqu Advertisement Co., Ltd.) (“Zhiqu”) and LEO entered into
a sale and purchase agreement (as amended and supplemented
by a supplemental agreement dated 11 January 2016) (the
“Zhiqu SP Agreement”), pursuant to which LEO agreed to
acquire, and the Vendors agreed to sell, the entire equity interest
of Zhiqu (the “Zhiqu Disposal”). The Vendors and LEO also
entered into the performance compensation agreement (the
“Performance Compensation Agreement”) in relation to the
adjustments to the total consideration for the Zhiqu Disposal.
The total consideration shall be subject to adjustments (the
“Adjustments”, each an “Adjustment”) in accordance with
the Performance Compensation Agreement in the manner as
stipulated below:
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For the purpose of the Adjustments, the “Audited NOP"” is Zhiqu's
audited net operating profit after tax, after adjustments for, where
applicable, any non-recurring and exceptional gains or losses,
whichever is lower, that are not related to the ordinary business
of Zhiqu, attributable to shareholders of the parent company
of Zhiqu as deducted from the audited consolidated financial
statements of Zhiqu for the relevant financial year ending 31
December 2016 (“FY2016"), financial year ending 31 December
2017 ("FY2017") and financial year ending 31 December 2018
("FY2018") (each a “Guaranteed FY"). The Vendors severally
(but among Mr. Xu lJialiang and Mr. Xu Xiaofeng, jointly and
severally) undertook to LEO that:

(i) the Audited NOP of Zhiqu for FY2016 shall be not less than
RMB58,000,000 (the “2016 Target NOP");

(i) the Audited NOP of Zhiqu for FY2017 shall be not less than
RMB75,400,000 (the “2017 Target NOP"); and

(iii) the Audited NOP of Zhiqu for FY2018 shall be not less than
RMB98,020,000 (the “2018 Target NOP").

The Vendors and LEO agreed that the amount of Adjustment (the
“Adjustment Amount”) for each Guaranteed FY shall be settled
by the Vendors in the following order:

(i) firstly, by the consideration shares allotted and issued to
Mr. Xu lJialiang and Mr. Xu Xiaofeng, in proportion to the
consideration shares allotted and issued to them (the “Xu's
Shares”);

(i) if the Xu's Shares shall be insufficient to settle the relevant
Adjustment Amount, secondly, in cash by Mr. Xu lJialiang
and Mr. Xu Xiaofeng in proportion to the cash consideration
received by them (the “Xu's Cash”);

(iii) if Mr. Xu lJialiang and Mr. Xu Xiaofeng have not fully
compensated LEO within 30 days after the issuance of the
demand notice for compensation by LEO, thirdly, by the
consideration shares allotted and issued to the Group (the
“Jixiang's Shares”);

(iv) if the Xu's Shares, the Xu's Cash and the Jixiang's Shares shall
be insufficient to settle the relevant Adjustment Amount,
fourthly, in cash by the Group, which is subject to a cap of
RMB25,510,009 (the “Jixiang’s Cash”); and

(v) if the Xu's Shares, the Xu's Cash, the Jixiang's Shares and
the Jixiang's Cash shall be insufficient to settle the relevant
Adjustment Amount, finally, in cash by Mr. Xu Jialiang and Mr.
Xu Xiaofeng to settle the balance.
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Upon the end of the Guaranteed FY and the issue of the special
audit report of Zhiqu for FY2018, LEO shall engage qualified
auditors to conduct asset impairment test and issue a report in
respect of any asset impairment. Where the asset impairment
of Zhiqu as reflected in such report shall be more than the total
Adjustment Amount compensated by the Vendors to LEO, the
Vendors shall compensate LEO a sum equal to the difference
between such asset impairment and the Adjustment Amount then
compensated by the Vendors to LEO, which shall be settled first
by the consideration shares (the value of which shall be calculated
by multiplying such number of consideration shares with the
issue price), with payment of cash to settle the balance (if any).
All liabilities of the Group under the Performance Compensation
Agreement shall at all times be capped at the total consideration
received by it.

Based on a special audit report of Zhiqu for FY2016 published by
LEO on 30 August 2017, the Audited NOP of Zhiqu for FY2016
amounted to RMB32,239,594.87, which is less than the 2016
Target NOP. Accordingly, the Adjustment Amount for FY2016 shall
be RMB83,931,144.53 and shall be settled by 18,166,915 Xu's
Shares (the “FY2016 Compensation”). The Group is not required
to pay any compensation to LEO in respect of the Audited NOP
of Zhiqu for FY2016. As disclosed in LEQ’s announcement dated
31 August 2017, Mr. Xu Jialiang and Mr. Xu Xiaofeng shall pay
additional compensation which comprise (i) an aggregate of
21,993,909 LEQ's shares to LEO; and (ii) cash in the aggregate
amount of RMB80,000,000 to Zhiqu, on or before 31 December
2017 (the "Additional Compensation”). According to LEO’s
announcement dated 19 December 2017, such shares were
returned to LEO for distribution to its shareholders in December
2017.

Based on a special audit report of Zhiqu for FY2017 published by
LEO on 14 December 2018, the Audited NOP of Zhiqu for FY2017
amounted to RMB36,689,479.02, which is less than the 2017
Target NOP. Accordingly, the Adjustment Amount for FY2017
shall be RMB126,124,504.45 and shall be settled by 3,821,856
Xu's Shares and Xu’s Cash in the amount of RMB108,467,537 .64
(the "FY2017 Compensation”) taking into consideration
the Additional Compensation. However, as disclosed in the
Company’s announcement dated 15 March 2019, according
to LEQ’s announcement dated 15 March 2019, given that the
3,821,856 Xu's Shares were not sufficient to settle the FY2017
Compensation and Mr. Xu lJialiang and Mr. Xu Xiaoféng were
unable to provide the Xu's Cash in the amount of approximately
RMB108,468,000, in accordance with the settlement mechanism
above, the FY2017 Compensation shall be settled by 23,477,822
Jixiang's Shares and the Group shall also return the cash dividend
in the amount of approximately RMB506,000 received from LEO
to an account designated by LEO.
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As disclosed in the announcement of the Company dated 29
April 2019, on 29 April 2019, the Group received a letter from
the Shanghai International Economic and Trade Arbitration
Commission (Shanghai International Arbitration Center) that
LEO had commenced arbitration proceedings against the
Group to pursue the settlement of the portion of the FY2017
Compensation that Mr. Xu lJialiang and Mr. Xu Xiaofeng were
unable to satisfy (the “Unsettled FY2017 Compensation”). The
Company has been preliminarily advised by its legal advisers as to
the laws of the PRC that the Group should have a good chance
to argue in such arbitration proceedings that the demand from
LEO for settlement of the Unsettled FY2017 Compensation should
not be upheld. As at the date of this report, the parties have not
proceeded to the hearing of the arbitration proceedings.

According to the audited consolidated financial statements
of LEO for FY2018, the net profit of Zhiqu for FY2018 was
RMB12,089,600. However, LEO has not yet published the special
audit report for FY2018 which is required to determine the
Adjustment Amount for FY2018. The Company will keep the
Shareholders informed of any further material developments in
connection with the Adjustment Amount for FY2018 (if any) by
way of further announcement(s) when appropriate.

Details of the Zhiqu Disposal and the calculation of the
Adjustment Amount for each Guaranteed FY are set out in (i)
the announcements of the Company dated 8 December 2015,
11 January 2016, 29 February 2016, 20 May 2016, 5 July 2016,
5 September 2016, 7 September 2016, 31 August 2017, 14
December 2018, 15 March 2019, 9 April 2019 and 29 April 2019;
and (ii) the circular of the Company dated 11 February 2016.

PROSPECTS

The Group expects the growth in the demand for hotel
accommodations in Australia will continue to slow down in the
coming year due to the trade conflicts between the United States
and the PRC affecting the economic growth of other countries,
resulting in the spending in leisure being adversely affected. The
Group holds a conservative approach in its capital expenditures on
upgrading the facilities of the Resorts and seeks for collaborations
with inbound tour operators and wholesalers to boost occupancy
of the Resorts. Taking into account of the additional efforts to be
made in attracting foreign visitors, the management of the Group
believes the hospitality and related services in Australia will remain
stable in the coming year.
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Meanwhile, notwithstanding that the Group has established
proprietary software development and operation infrastructures
and is considerably experienced in providing professional
tailor-made information technology services to sizeable corporate
clients, it is expected that the Group will face uncertainties in
relation to its provision of IT services business due to its heavy
staff costs, as well as the settlement arrangement of the HW
Compensation payable to HW, which will have an adverse impact
on the cash flow of the Group.

Notwithstanding that the global economic conditions remain
uncertain and volatile, the Group will devote its resources carefully
according to the market environment and the performance of
its different business segments to secure overall profitability. The
Group is also committed to its diversified business development
strategy and will apply it to cope with the ever-changing world.
In addition, the Group will cautiously select investments for its
investment portfolio and seize new opportunities to secure better
returns for the Shareholders.

FINANCIAL RESOURCES AND LIQUIDITY

The Group has maintained a strong liquidity and financial
position. As at 30 June 2019, the total assets of the Group
were approximately HK$912,428,000 (31 December 2018:
HK$844,350,000), including cash and bank balances of
approximately HK$203,634,000 (31 December 2018:
HK$176,993,000), among which approximately 84% (31
December 2018: 90%) were denominated in Hong Kong
dollars, 7% (31 December 2018: 5%) were denominated in
Renminbi, 7% (31 December 2018: Nil) were denominated in
United States Dollars and 2% (31 December 2018: 5%) were
denominated in Australian dollars. The net current assets of the
Group were approximately HK$94,825,000 (31 December 2018:
HK$55,119,000).

As at 30 June 2019, the Group had borrowings repayable within
one year (or on demand) of approximately HK$81,296,000
(31 December 2018: HK$164,812,000) and borrowings due
after one year but not exceeding two years of approximately
HK$66,808,000 (31 December 2018: Nil). These borrowings
bore interests at rates ranging from 4.5% to 6% per annum
(31 December 2018: 4.4% to 6.0% per annum), among which
approximately 55% (31 December 2018: 49%) were subject to
fixed interest rates. Out of the total borrowings of theé Group,
approximately 45% (31 December 2018: 42%) were denominated
in Australian dollars and approximately 55% (31 December 2018:
58%) were denominated in Renminbi.
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As at 30 June 2019, the Group had borrowing facilities to
the extent of approximately HK$235,297,000 (31 December
2018: HK$240,701,000). As at 30 June 2019, approximately
HK$148,104,000 (31 December 2018: HK$164,812,000) of the
facilities had been utilised by the Group. There is no seasonality in
relation to the borrowing requirements of the Group.

The Group’s primary objectives of managing capital are to
safeguard the Group's ability to operate as a going concern and to
provide an adequate return to the Shareholders commensurately
with the level of risk, and to secure access to finance at a
reasonable cost. To achieve such objectives, the Group takes into
consideration a number of indicators which measure and monitor
the well-being of its capital structure, which principally include
the current ratio (being current assets over its current liabilities),
the gearing ratio (calculated on the basis of total liabilities to total
assets) and the net debt-to-equity capital ratio (calculated as total
debts less cash and cash equivalents, over equity capital).

As at 30 June 2019, the Group's current ratio was approximately
1.25 times (31 December 2018: 1.14 times), gearing ratio
was 0.53 times (31 December 2018: 0.50 times) and its net
debt-to-equity capital ratio was 0.59 times (31 December 2018:
0.60 times).

CAPITAL STRUCTURE

As at 30 June 2019, the Group had shareholders’ equity
of approximately HK$432,027,000 (31 December 2018:
HK$418,182,000).

FOREIGN EXCHANGE

During the period under review, the Group mainly generated
revenue and incurred costs in Hong Kong dollars, Renminbi and
Australian dollars. The Group did not invest in any derivative
product for hedging during the period under review. Nevertheless,
the Group will keep monitoring its foreign currency risks and
when there are uncertainties or material fluctuations in foreign
exchange rates, the Group will consider to use appropriate
hedging instruments, including futures and forward contracts in
managing the Group’s exposure in relation to fluctuations in the
foreign exchange rates.
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CHARGE ON THE GROUP’S ASSETS

As at 30 June 2019, certain borrowing facilities of the Group were
secured by land and building of approximately HK$177,164,000
(31 December 2018: HK$173,349,000), financial assets at
FVTOCI of approximately HK$99,452,000 (31 December
2018: HK$76,615,000) and a fixed deposit of approximately
HK$13,000,000 (31 December 2018: HK$13,000,000).

CAPITAL COMMITMENTS

As at 30 June 2019, the Group did not have any material capital
expenditure commitments (31 December 2018: Nil).

LITIGATION AND CLAIMS

The Group was involved in the following legal proceedings:

(1) On 19 December 2017, Ever Robust Holdings Limited (“Ever
Robust”), an indirect wholly-owned subsidiary of the
Company, received a writ of summons with a statement of
claim (the “Writ"”) issued in the Court of First Instance of the
High Court of Hong Kong (the “Court”) by Convoy Global
Holdings Limited (“Convoy”), Convoy Collateral Limited
(the “Second Plaintiff”) and CSL Securities Limited (the
“Third Plaintiff”, together with Convoy and the Second
Plaintiff, collectively as the “Plaintiffs”) against, among other
defendants, Ever Robust (together with the other defendants,
collectively as the "Defendants”).

Based on the Writ, the orders sought by the Plaintiffs against
Ever Robust are as follows: (i) Convoy sought an order .as
against, among others, Ever Robust, that the allotment of the
shares in Convoy by Convoy to, among others, Ever Robust
on 29 October 2015, be set aside; (ii) the Second Plaintiff and
the Third Plaintiff sought an order that the financing facilities
granted by them, including the loan (the “Loan”) in the
amount of HK$129,000,000 granted to Ever Robust by the
Second Plaintiff on 9 November 2015, and the margin loan
(the "Margin Loan"”) granted to Ever Robust by the-Third
Plaintiff which amounted to HK$67,574,473 as at 29 March
2016, be rescinded; and (iii) the Plaintiffs sought against,
among others, Ever Robust for (a) general or special damages;
(b) interests; (c) costs; and (d) further and/or other reliefs (the
“Convoy Proceedings”). As at 19 December 2018, Ever
Robust had fully repaid the Loan and the Margin Loan and
did not-hold any shares in Convoy.
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On 6 March 2018, a Case Management Conference Hearing
was held before the Honourable Mr. Justice Harris on the
Convoy Proceedings. On 9 July 2018, Ever Robust has
received an amended writ of summons and an amended
statement of claim (the “Amended Statement of Claim”).
Pursuant to the Amended Statement of Claim, the reliefs
sought by the Plaintiffs against Ever Robust are amended as
follows: (i) a declaration and order as against among others,
Ever Robust, that the allotment of the shares in Convoy
by Convoy to, among others, Ever Robust, on 29 October
2015, is null and void, or has been rescinded and set aside
(as sought by Convoy); (i) an account of profits and an
order for payment of any sums found to be due, equitable
compensation to be assessed, and/or damages to be assessed
for breach of fiduciary, common law and/or statutory duties,
dishonest assistance, unlawful means conspiracy and/or lawful
means conspiracy, as against, among others, Ever Robust (as
sought by Convoy); (iii) an order against, among others, Ever
Robust, for an account of profits and an order for payment
of any sums found to be due, equitable compensation to
be assessed, and/or damages to be assessed for breach of
fiduciary, common law and/or statutory duties, dishonest
assistance, unlawful means conspiracy and/or lawful means
conspiracy (as sought by the Second Plaintiff and the Third
Plaintiff); and (iv) against, among others, Ever Robust, for (a)
general or special damages; (b) interests; (c) costs; and (d)
further and/or other reliefs (as sought by all the Plaintiffs).

On 27 July 2018, Ever Robust received a sealed order
(the “Order”) dated 28 June 2018 against, among other
defendants, Ever Robust, in which 11 parties are ordered to
join the proceedings as additional defendants. Pursuant to
the Order, it is further ordered, among other matters, as to
between the Plaintiffs and Ever Robust (among certain other
defendants), that the Plaintiffs do have leave to file and serve
the Amended Statement of Claim.

On 30 November 2018, Ever Robust received a copy sealed
order dated 1 November 2018 against, among other
defendants, Ever Robust, in which a party is ordered to join
the proceedings as an additional defendant.

On 10 December 2018, Ever Robust filed its Defence (the
"Defence”) to the Plaintiff's claim in the Convoy proceedings
with the Court. Pursuant to the Defence, Ever Robust avers
that the Plaintiffs are not entitled to any relief against Ever
Robust in the Convoy Proceedings.

Further details of the Convoy Proceedings are set out in the

Company’s announcements dated 19 December 2018, 1 June
2018, 7 June 2018 and 25 July 2018.
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(2) On 2 January 2018, Ever Robust received a petition (the

"Petition”) issued in the Court by Zhu Xiao Yan (the
“Petitioner”) against, among other respondents, Ever Robust.
Based on the Petition, the Petitioner has held and continues
to hold 3,234,000 shares in Convoy since around mid-2015,
and the Petitioner sought the following orders against, among
others, Ever Robust: (i) a declaration that the placement of
3,989,987,999 shares in Convoy by Convoy to, among other
placees, Ever Robust, and/or such placed shares are void ab
initio and of no legal effect or, alternatively, be set aside; (ii)
damages for dilution of the Petitioner’s shareholding; (iii)
interest; (iv) such further or other relief and all necessary and
consequential directions as the Court may think fit; and (v)
costs (the “Zhu Proceedings”). As at 2 January 2018, Ever
Robust did not hold any shares in Convoy.

On 6 March 2018, a Case Management Conference was held
on the Zhu Proceedings, in which the Honourable Mr. Justice
Harris made an order that the Zhu Proceedings be stayed
with liberty to restore, pending the outcome of the Convoy
Proceedings.

Further details of the Zhu Proceedings was set out in the
Company's announcement dated 2 January 2018.

The Group has sought preliminary opinion on the above
litigations from its solicitors (or legal adviser) in Hong Kong,
who, based on the information available as of the date of this
report, is of the opinion that:

— there is no assessed monetary claim except the Plaintiffs’
claim and the Petitioner’s claims against Ever Robust for
damages to be assessed,;

— it is premature to give opinion on the probable outcome;
and

— itis premature to estimate the ultimate liability.

As the Group is not able to reliably assess the amount of
potential liabilities in connection with the above litigations, the
Group has not made any provision against these litigations.
The Company will, in accordance with the applicable laws,
make every effort to protect the interests of the Company and
its Shareholders, proactively respond to the case and defend
its position vigorously. The Company will closely monitor the
development of this matter and make further announcements
if and when there are any significant developments in relation
to it.

The Group was also involved in an arbitration proceeding, the
details-of which are set out in the section headed “DISPOSAL
OF ZHIQU" on pages 31 to 34 in this report.
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CONTINGENT LIABILITIES

Save as disclosed in the section headed “DISPOSAL OF ZHIQU" on
pages 31 to 34 in this report, as at 30 June 2019, the Group did
not have any other material contingent liabilities (31 December
2018: Nil).

EMPLOYEES REMUNERATION POLICIES

As at 30 June 2019, the Group had approximately 3,070
employees (31 December 2018: 2,900). The staff cost (including
the Directors’ salaries, allowances and bonuses) totaled
approximately HK$275,187,000 for the period under review
(2018: HK$154,535,000). The Group continues to maintain and
upgrade the capabilities of its workforce by providing them with
adequate and regular training.

The remuneration of employees is determined by reference to
industry practices and performance, qualifications and experience
of individual employees.

The emolument policy of the Directors was decided by the Board,
taking into account the recommendations of the remuneration
committee of the Board, having regard to the merit, qualifications
and competence of the Directors.

On top of regular remuneration, discretionary bonus and share
options may be granted to employees and the Directors by
reference to the Group’s performance as well as individual
performance of such employees and/or Directors, and other
benefits including contributions to statutory mandatory provident
fund scheme and medical scheme are also provided to the
employees.

The Company adopted the Share Option Scheme pursuant to an
ordinary resolution of all the then Shareholders on 10 November
2010, and the Board is authorised, at its absolute discretion, to
grant options to eligible participants including any employee,
contracted celebrity, advisor, consultant, service provider, agent,
customer, partner or joint-venture partner of the Group (including
any director, whether executive or non-executive and whether
independent or not, of the Group) who is in full-time or part-
time employment with the Group at the time when an option
is granted to such employee, or any person who, in the sole
discretion of the Board, have contributed or may contribute to the
Group. Details of share options outstanding as at the beginning
and the end of the period under review are set out in the section
headed “SHARE OPTION SCHEME" of this report.
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DIRECTORS" AND CHIEF EXECUTIVE'S INTERESTS
IN SECURITIES

As at 30 June 2019, none of the Directors or chief executive of
the Company had, or was deemed to have, any interests or short
positions in any shares (the “Shares”), underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (Cap 571 of the Laws of Hong Kong) (the “SFO™)) as
recorded in the register required to be kept under Section 352 of
the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the required standard of dealings by the
Directors as referred to in Rules 5.48 to 5.67 of the GEM Listing
Rules.

SUBSTANTIAL SHAREHOLDERS' INTERESTS

As at 30 June 2019, the following person (other than the
Directors or the chief executive of the Company) had, or was
deemed to have, interests or short positions in the Shares or
underlying Shares as recorded in the register required to be kept
by the Company under Section 336 of the SFO:

Substantial Shareholder — long position in the Shares
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Cheng Hei Yu Beneficial owner 3,765,987,973 70.57%
= BB A

Note: This is based on the total issued Shares as at 30 June 2019, i.e.
5,336,235,108 Shares.

Save as disclosed above, as at 30 June 2019, there were no
Shareholders or other persons (other than the Directors or the
chief executive of the Company) who had, or deemed to have,
interests or short positions in the Shares or underlying Shares,
which would fall to be disclosed to the Company and recorded in
the register as required to be kept under Section 336 of the SFO.
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SHARE OPTION SCHEME

Under the terms of the Share Option Scheme, the Board is
authorised, at its absolute discretion, to grant options to eligible
participants, including any employee, contracted celebrity, advisor,
consultant, service provider, agent, customer, partner or joint-
venture partner of the Group (including any director, whether
executive or non-executive and whether independent or not, of
the Group), who is in full-time or part-time employment with the
Group at the time when an option is granted to such employee,
or any person, who, in the sole discretion of the Board, has
contributed or may contribute to the Group.

The purpose of the Share Option Scheme is to provide incentives
and help the Group in retaining its existing employees and
recruiting additional employees and to provide them with a direct
economic interest in attaining the long term business objectives of
the Company.

As at 1 January 2019 and 30 June 2019, there were no
outstanding share options granted under the Share Option
Scheme.

No share options were granted, exercised or cancelled, or have
lapsed during the six months ended 30 June 2019.

CHANGES IN INFORMATION OF DIRECTORS

Mr. Lee King Fui, an independent non-executive Director, has
been appointed as an independent non-executive director of
China Creative Digital Entertainment Limited (Stock Code: 8078)
with effect from 15 July 2019 and an independent non-executive
director of Easy Repay Finance & Investment Limited (Stock Code:
8079) with effect from 17 July 2019. Both companies are listed
on GEM of the Stock Exchange.

Save as disclosed above, during the period under review and up
to the date of this report, there are no other matters required
to be disclosed in accordance with Rule 17.50A(1) of the GEM
Listing Rules in relation to the changes in the information required
to be disclosed pursuant to paragraphs (a) to (e) and (g) of Rule
17.50(2) of the GEM Listing Rules in the course of the term of
office of the Directors.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

There was no purchase, sale or redemption by the Company, or
any of its subsidiaries, of the Company’s listed securities during
the six months ended 30 June 2019.
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DIRECTORS’ INTERESTS IN COMPETING
INTERESTS

Mr. Hui Chun Sum, an executive Director, is the ultimate sole
shareholder of Chinese Financial Limited, which is a company
principally engaged in the money lending business in Hong Kong.

Ms. Pauline Lam, an executive Director, is the sole director and
the sole shareholder of Jin Li Da Limited, which is a company
principally engaged in the money lending business in Hong Kong.

Save as disclosed above, none of the Directors, controlling
Shareholder or their respective close associates had an interest
in any business, apart from the businesses of the Group, which
competes or may compete either directly or indirectly, with the
businesses of the Group during the period under review.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

During the six months ended 30 June 2019, the Company
has adopted a code of conduct regarding Directors’ securities
transactions on terms no less exacting than the required standard
of dealings as set out in Rules 5.48 to 5.67 of the GEM Listing
Rules. The Company had also made specific enquiry of all
Directors and the Company was not aware of any non-compliance
with the required standard of dealings and its code of conduct
regarding Directors’ securities transactions during the period
under review.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company is committed to achieving and upholding good
corporate governance practices that promote greater transparency
and quality of disclosure, as well as more effective internal control.

The Company has complied with the code provisions set out in
the Corporate Governance Code and Corporate Governance
Report contained in Appendix 15 to the GEM Listing Rules (the
“Code Provisions”) during the six months ended 30 June 2019,
expect for the deviation mentioned in the following paragraph.

According to Code Provision A.2.1, the roles of the chairman-and
the chief executive officer should be separate and should not be
performed by the same individual. With effect from 1 December
2018, Mr. Hui Chun Sum became the chairman of the Company.
The office of the chief executive officer of the Company was
vacant from 22 November 2017 until 4 June 2019, during which
the Board was identifying candidates with the suitable knowledge,
skill and_experience to fill the vacancy. Ms. Lam Ching Yee was
appointed as the chief executive officer of the Company with
effect from 5 June 2019.
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The Board believes that the balance of power and authority of
the Board is adequately ensured under the existing arrangement
and operations of the Board, as the Board comprises experienced
and high caliber individuals, half of whom being independent
non-executive Directors.

AUDIT COMMITTEE

An audit committee of the Company (the “Audit Committee”)
was established with written terms of reference in compliance
with Rules 5.28 and 5.29 of the GEM Listing Rules and Code
Provision C.3.3. The Audit Committee must consist of a minimum
of three members, all of whom must be non-executive Directors,
at least one of whom must have appropriate professional
qualification or accounting or related financial management
expertise. From 1 January 2019 to 9 January 2019, the Audit
Committee comprised three independent non-executive Directors,
namely Mr. Wong Siu Keung, Joe, Mr. Leung Ting Yuk and Mr.
Lee King Fui. From 10 January 2019 to the date of this report,
the Audit Committee comprised three independent non-executive
Directors, namely Mr. Wong Siu Keung, Joe, Mr. Lee King Fui
and Mr. Ho Kin Wai. Mr. Wong Siu Keung, Joe, has been the
chairman of the Audit Committee during the period under review
and as at the date of this report. The primary duties of the Audit
Committee are to review the Company’s financial information,
reporting process, internal control procedures, risk management
system, audit plan and relationship with external auditors, and
to review arrangements to enable employees of the Company,
in confidence, to raise concerns about possible improprieties
in financial reporting, internal control and other matters of the
Company.

The Group’s unaudited condensed consolidated results for the
six months ended 30 June 2019 and this report have been
reviewed by the Audit Committee, which is of the opinion that
the preparation of such results and report complied with the
applicable accounting standards, the GEM Listing Rules and that
adequate disclosure has been made.

On behalf of the Board
Hang Tai Yue Group Holdings Limited
Hui Chun Sum
Chairman

9 August 2019

As at the date of this report, the Board comprises (i) three
executive Directors, namely Mr. Hui Chun Sum, Ms. Lam Ching
Yee and Ms. Pauline Lam, and (ii) three independent non-executive
Directors, namely Mr. Wong Siu Keung, Joe, Mr. Lee King Fui and
Mr. Ho Kin Wai.
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