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CORPORATE INFORMATION (continued)
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CORPORATE INFORMATION (Continued)
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The Board of Directors (the “Board”) of Smartac Group ~ T EI H e R EER AR AR ([ALQ
China Holdings Limited (the “Company”) presented F ) & E& ([£=e ) ZH 254
the unaudited consolidated results of the Company — _ _ = - o
and its subsidiaries (the “Group”) for the six months ARRAKBRRA ([ARE]) BE=
ended 30 June 2016 together with the comparative —RERNA=ZTRIENEANRE
figures. The condensed consolidated interim financial — zz 4 & 2 & B E KB F o A
statements (the “Interim Financial Statements”) have N 5 5

not been audited, but have been reviewed by the a TR B RE ([ R RR])
Company's Audit Committee. KEZ ERARFERZESRE

%1

X

S
Y

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME

ERFSEREA MR E SR

For the six months ended 30 June 2016 &2 =F— NF A=+ HIE~EA

Unaudited
REER
Six months ended 30 June

BERA=TALAMERA

2016 2015
—E-RE —“F-1f
Note RMB'000 RMB'000
i ARETR ARETT
(Restated)
(E75)

CONTINUING OPERATIONS BECEER
Revenue KA 2 11,260 19,594
Cost of sales and services HERRBRA (7.618) (14,844)
Gross profit ES 3,642 4,750
Fair value change of investment property REMELLEE 1,800 2,860
Other income HilA 3() 2,366 2,784
Selling expenses HEER (2.420) (4,226)
Administrative expenses THER (28,867) (28,726)
Other operating expenses EthiSEER - (17,843)
Amortisation of long-term prepayments REBATEH - (21,562)
Loss from operations qepE (23,479) (61,963)
Finance costs BISRKAR 3(b) (522) (2,355)
Share of result of an associate BeRRRERERE (452) -
Loss before tax BRAEE 3 (24,453) (64,318)
Income tax credit iterisd 4 7 399
Loss for the period from continuing operations R BB L 2 KA A EE R (24,381) (63,919)
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% Smartac Group China Holdings Limited

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME (continued)
RGBSR EKER (@)

For the six months ended 30 June 2016 # %2 —Z— NFNNA=1+HI~EA

Unaudited
REEY
Six months ended 30 June
BERB=tHLAEA
2016 2015
ZE-RE F-Rf
Note RMB'000 RMB'000
i3 ARETR ARBT
(Restated)
(&=3])
DISCONTINUED OPERATIONS BRALRRLERY
Loss for the period from RECRILBELEEHE
discontinued operations BREE - (1,304)
Loss for the period BREE (24,381) (65,223)
Other comprehensive income BREM2ERS (BiE)
for the period, net of tax
Item that may be reclassified to HEN AR AERER -
profit or foss:
Exchange differences on RERNEREE ERER
translating foreign operations 439 91
Total comprehensive income BriERELR
for the period (23,942) (65,132)
Loss for the period attributable to: BT AL (L e -
Owners of the Company NG| (18,189) (51,810)
Non-controlling interests FERER (6,192) (13413)
(24,381) (65,223)
Loss for the period attributable to: L,{T}\i EEHRES
Owners of the Company ARAARE
- continuing operations - BERadE (18,189) (50,506)
- discontinued operations -BRIHSEEEER - (1,304)
(18,189) (51,810)
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME (continued)

ERFEEREAMEEKER @

For the six months ended 30 June 2016 &2 =%

—NFNA=FHIEMEA

Unaudited
REBER
Six months ended 30 June

BERA=TALAERA

2016 2015
ZE-RE F-Rf
Note RMB'000 RMB'000
i3 ARETR ARBT
(Restated)
(55
Non-controlling interests FERER
- continuing operations #i“”@“%% (6,192) (13413)
- discontinued operations -BRIHSEEEER - -
(6,192) (13,413)
Total comprehensive income for UT AL ESHR2E
the period attributable to: gareh o
Owners of the Company UNGIf (17,757) (51,722)
Non-controlling interests IR ER (6,185) (13,410)
(23,942) (65,132)
Total comprehensive income for UTALEESHRZE
the period attributable to: KaaE:
Owners of the Company ZMEWZ??
~ continuing operations SECEER (17,757) (50,604)
~ discontinued operations - E”ﬂt BELLEE - (1,118)
(17,757) (51,722)
Non-controlling interests FERER
- continuing operations - RHECEEY (6,185) (13,410)
— discontinued operations - BRIEHEREER - -
(6,185) (13,410)
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% Smartac Group China Holdings Limited

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME (continued)

RGBSR EKER (@)

For the six months ended 30 June 2016 # %2 —Z— NFNNA=1+HI~EA

Unaudited
REBER
Six months ended 30 June

BERA=TALAERA

2016 2015
ZE-RE F-Rf
Note RMB'000 RMB'000
MizE ARBT T ARETT
(Restated)
(55
LOSS PER SHARE EREE

Basic loss per share (cents) GRELEE (N\RES)
From continuing operations RERELEEH (0.46) (1.46)
From discontinued operations REBRILRRIEERH - 0.04
(0.46) (1.50)

Diluted loss per share (cents) GREEEE (\KES)
From continuing operations RERELEL) (0.46) (1.46)
From discontinued operations REBRIEBRIEERH - 0.04
(0.46) (1.50)
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL

POSITION

RS BB R R

At 30 June 2016 R=F—~ FNH=1+H

Unaudited Audited
REER LEK
30 June 31 December
2016 2015
—B-XRE “T-hE
~B=tH +ZA=1+—H
Note RMB'000 RMB'000
FitsE ARETR ARETFTL
Non-current assets FrREEE

Property, plant and equipment ME - BENEE 7 13,036 13,949
Investment in an associate RS RAEIRE 3,552 4,004
Investment property RENE 52,100 50,300
Construction in progress EEIR 8 1,899 64
Prepaid land lease payments TSR 2,146 2,174
Goodwill ma 31,747 31,747
Intangible assets BVEE 9 38421 37,943
Other receivables HAb K - 212
Available-for-sale financial assets AP ESREE 1,600 -
144,501 140,393

Current assets REEE
Prepaid land lease payments T SRR 56 56
Other investments HipihE 24,308 24,010
Inventories FE 4,006 2,624
Trade and other receivables U BR 2% I L4 R Uk 10 29,639 29,375
Due from a related party e — % BaRE 5 TR 16(c) - 726
Tax recoverable AR ERIE 53 52
Bank and cash balances FORBEET 30,044 95,515
88,106 152,358

Current liabilities hEAaE
Trade and other payables FERTBRA R EL MR 1 17,689 27,812
Due to directors ENEEFE 16(b) - 6,574
Due to related parties JE 1 A 3R 16(c) - 130
Bank loans HFITER 12 8,000 17,368
Due to an associate N —REE ARHIE - 9,625
Current tax liabilities SHREAE 830 1,212
26,519 62,721
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% Smartac Group China Holdings Limited

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL
POSITION (continued)

ERGRE BRI R &)

At 30 June 2016 R=F—~ FNH=1+H

Unaudited Audited

REER BEY

30 June 31 December

2016 2015

—E-RE —ZE-1F

~B=tH +ZA=1+—H

Note RMB’000 RMB'000

MiEE ARBTT ARETT

Net current assets REBEETFE 61,587 89,637

Total assets less current liabilities ~ AEERTHEE 206,088 230,030

Non-current liabilities krBaE

Deferred tax liabilities BIEHIEEE 8,674 8,674
8,674 8,674

NET ASSETS FEE 197,414 221,356

Capital and reserves ERR R

Share capital PR 14 178,589 178,589

Reserves =4 (34,148) (16,288)

Equity attributable to owners ANRRREER

of the Company 144,441 162,301
Non-controlling interests FERES 52,973 59,055
TOTAL EQUITY AER 197,414 221,356
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN

EQUITY
GLZE
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For the six months ended 30 June 2016 #Z =%

N

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN

EQUITY (continued)

IBEZE
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
HRGRERERER

For the six months ended 30 June 2016 BZE =ZF— NFNNA=+HIENEA

Unaudited
RISERZ

Six months ended 30 June
BZEAA=1+HLAEA

2016 2015
—E—XE —ZT—AF
RMB’000 RMB’000

ARBTT ARETT

Net cash used in operating activities #&&EBNFER 2 FIRE (36,577) (17,021)
Net cash used in investing activities & EBEB 2 FHE (19,145) (39,881)
Net cash (used in)/generated from BEEENGER)

financing activities EEZFHRE (9,889) 147,868
Effects of exchange rate changes (ERg o)) Z 8 140 267
Net (decrease)/increase in BeRReEEY

cash and cash equivalents CR) /g FeE (65,471) 91,233
Cash and cash equivalents R—A—BZzB&R

at 1 January WEEEY 95,515 93,119
Cash and cash equivalents RANA=THBZR& R

at 30 June ReEEY 30,044 184,352
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% Smartac Group China Holdings Limited

NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS
AREEL T RR A

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

1. Basis of preparation

The Company was incorporated in the Cayman
Islands on 18 July 2000 as an exempted company
with limited liability under the Companies Law
of the Cayman Islands. This interim condensed
consolidated financial statements comprise the
Company and its subsidiaries (together referred
to as the “Group”) and have been prepared
in accordance with International Accounting
Standard (“IAS") 34 Interim Financial Reporting
promulgated by the International Accounting
Standards Board and the applicable disclosures
required by the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong
Limited.

The interim financial statements do not include
all of the information required for a full set
of financial statements prepared in accordance
with International Financial Reporting Standards
(“IFRSs"), and should be read in conjunction with
the Group's annual financial statements as at 31
December 2015. The interim financial statements
have been prepared in accordance with the same
accounting policies adopted in the 2015 annual
financial statements.

The Group has adopted all the new and revised
IFRSs that are relevant to its operations and
effective for its accounting year beginning on
1 January 2016. The directors anticipate that
the new and revised IFRSs will be adopted by
the Group when they become effective. The
adoption of these new and revised IFRSs did
not result in significant changes to the Group's
accounting policies, presentation of the Group’s
financial statements and amounts reported for
the current year and prior years.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

REEZPPMBRRME @)

Basis of preparation (Continued)

The Group has not applied the new IFRSs that
have been issued but are not yet effective. The
Group has already commenced an assessment of
the impact of these new IFRSs but is not yet in a
position to state whether these new IFRSs would
have a material impact on its results of operations
and financial position.

The preparation of the interim financial
statements in conformity with IAS 34 requires
management to make judgements, estimates and
assumptions that affect the application of policies
and reported amounts of assets and liabilities,
income and expenses on a year-to-date process.
Actual results may differ from these estimates.

The interim financial statements have been
prepared under the historical cost convention.
Items included in the financial statements of
each entity comprising the Group are measured
using the currency that best reflects the
economic substance of the underlying events and
circumstances relevant to that entity (“functional
currency”). For the purposes of presenting the
interim financial statements, the Group adopted
Renminbi as its presentation currency, rounded
to the nearest thousand.

mAEEE (@)
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% Smartac Group China Holdings Limited

NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

&

16

RER PRI BRRME @

Revenue and segment information

Revenue represents the sales value of goods sold
and services rendered less returns, discounts and
value added taxes and other sales taxes.

The Group has two reportable segments as
follows:

(i)  Online to Offline (“020") solutions
segment — Sale of software and provision
of 020 consultation service

(i) Integrated digital marketing (“IDM")
solutions segment — Provision of digital
advertising platform and related solutions

The Group's reportable segments are strategic
business units that offer different products and
services. They are managed separately because
each business requires different technology and
marketing strategies. Each of the above operating
segments corresponds to related subsidiaries
engaging in the respective segment activities.

Segment profits or losses do not include
corporate income and expenses. Segment assets
do not include goodwill and corporate assets.
Segment liabilities do not include corporate
liabilities.

2016 Interim Report
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

2. Revenue and segment information 2. WARZZIER (&)

(Continued)

(i) Information about reportable segments’ (i) REFELCEEBHSER
profit or loss, assets and liabilities from DEfiER  BERBEE
continuing operations: 2

020 solutions segment IDM solutions segment Total
0208 RFEAHH GRETRERARRAD @z
Unaudited Unaudited Unaudited
AEEY AEEY AEEH
Six months ended 30 June  Six months ended 30 June  Six months ended 30 June
BEAAZTALABA BEAAZTALABAR BERAZTHLAERA
2016 2015 2016 2015 2016 2015
-3 TE-RF ZR-AE TR ZE8F CR-IF
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR  ARETL  ARETR ARETT  ARETR ARETR
Revenue from external customers  RESMSZEMA 10,150 18475 1,110 1,119 11,260 19,504
Segment loss before tax AHRENER (7.452) (4578) (13,740) (34838) (21192) (39416)
Interest income HELIN 13 8 3 2 16 10
Interest expenses b5 52 573 - - 52 573
Depreciation and amortisation ~ HTE R 5,556 3,555 355 25437 5911 28,992
020 solutions segment IDM solutions segment Total
00ERHESB GRETRRERSRAD &t
Unaudited Audited Unaudited Audited Unaudited Audited
REFHK 24 REFK 2 REFK i3
30June 31 December 30June 31 December 30June 31 December
2016 2015 2016 2015 2016 2015
it 3 “E-RF Z2-RE “E-RF ZE-RE “E-RE
~B 128 A TR #A 1R
=tH =+-8 =18 =+-8 =1 =t-f
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT AREFL AB#TR AEBTT ARBTR ANEBTT
Segmentassets  HHEE 120878 133210 41,538 66,611 162,416 199821
Seqment labites  HHE% @1,17) (33,66 (5815) (29,089) (33,592) 62,751)
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% Smartac Group China Holdings Limited

NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)

AEFRTFHPMBRRME @)

2. Revenue and segment information 2. WAR2EER (&)

(Continued)

(ii) Reconciliations of reportable segments’

profit or loss, assets and liabilities from

continuing operations:

(i)

REFBEEEEBNERD
wiEE  EENBESE

Unaudited
REER

Six months ended 30 June
BEXA=THLAKEAR

2016 2015
“E-RF “T-RF
RMB'000 RMB'000
ARETF R ARBTL
(Restated)
E27))
Profit or loss B
Total loss of reportable segments ERHBEERTE (21,192) (39,416)
Unallocated amounts: AR EH
Change in fair value of derivative ~ AIHRREFITEDH A
component of convertible bonds AREE - 5,260
Change in fair value of FARNFO AL EED
contingent payables - (23,103)
Unallocated head office and AOBBHERER
corporate expenses = (3,261) (7,059)
Consolidated loss before tax from T
continuing operations FARHAIEE (24,453) (64,318)
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

2. Revenue and segment information 2. WARZZIER (&)

(Continued)

(if)  Reconciliations of reportable segments’ (i) REFELLEEBHE2HRD
profit or loss, assets and liabilities from Hiam  BERAGEHE
continuing operations: (Continued) (%)

Unaudited Audited
REER mEZ
30 June 31 December
2016 2015
—E-RE “T-hfF
~A=tA +ZA=t+-A
RMB'000 RMB'000
ARBTR AREFT
Assets BE
Total assets of reportable segments ERHPHEE 162,416 199,821
Unallocated amounts: AOMEHE
Goodwill [SES 31,747 31,747
Unallocated head office and ROBBIRERR
corporate assets PEEE 38,444 61,183
Consolidated total assets RAEEE 232,607 292,751
Liabilities af&
Total liabilities of reportable segments ~ 2¥RHHLE E 33,592 62,751
Unallocated amounts: AOTWEHE
Unallocated head office and ROMBIHERK
corporate liabilities rEEE 1,601 8,644
Consolidated total liabilities LeBaR 35,193 71,395
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

AEFRTFHPMBRRME @)

2. Revenue and segment information 2. WAR2EER (&)

(Continued)
(iii) Geographical information (i) HIEE R
The Group’s revenue from continuing REBRBINBER ZFH
operations from external customers by BICEEBIA (REEM
location of operations and information BElD) REBIFERBEE
about its non-current assets by location of WER (REEMEE D)
assets are detailed below: SRR
Unaudited
REER
Six months ended 30 June
BZEAA=tALANER
2016 2015
ZE-RE —T-nF
RMB'000 RMB'000
ARBTR ARBFT
(Restated)
(&7)
Revenue WA
The People’s Republic of China ("PRC") #hZEAR#FE ([HE )
except Hong Kong (TBIEEE) 9,593 10,641
Hong Kong & 1,117 5,637
Others Hft 550 3,316
Consolidated total revenue RRBIA 11,260 19,594
In presenting the geographical information, RERMIEE R A
revenue is based on the locations of the TEREFPREMESL
customers.
The Group's non-current assets are REEZFERBE EKRED
substantially located in the PRC. MEFEIEA °
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
RSB B RRMT @)
3. Loss before tax

Loss before tax from continuing and discontinued
operations is arrived at after (crediting)/charging:

3. KRBIAIEE

AEERERFELERDKILE
FRELEEB 2HABED (G
A/ HB R EIE

Unaudited Unaudited
REEL RBEK
Continuing Discontinued
BELEER BRI BESEEY
Six months ended 30 June  Six months ended 30 June
BEXRA=TRLAER BEXA=THLAMEA
2016 2015 2016 2015
ZB-RE ZE-n§F ZE-R§ T-IF
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT AR¥TR ARETR
(a) Other income: (a) HitA
Bank interest income RITFHIEHA 16 11 - 12
Government grants T Eh 94 19 - 300
Net foreign exchange gain ey 442 373 - 197
Gross rental income from RENEN
investment properties ReyAEE 966 1,023 - -
Value-added tax ("VAT") refund BER (EEH))
e 535 1,039 - -
Others A 313 319 - -
2,366 2,784 - 509
(b) Finance costs: (b) BEEAA
Interest expenses on bank loans AR FEERTHER 2
wholly repayable within BOEFFSZ M
five years 522 573 - 52
Imputed interest expenses on BERREREIENE
convertible bonds wholly ERESEE
payable within five years FELH - 1,782 - -
522 2,355 - 52
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)

&

22

RER P M BRRME @

Loss before tax (Continued) 3. BREAIEER (@)
Unaudited Unaudited
REER REBER
Continuing Discontinued
BESEER BRIBELEER
Six months ended 30 June  Six months ended 30 June
HERA=THLAEAR HERR=THLEAEA
2016 2015 2016 2015
ZE-RE ZEZ-nE ZB-RE ZE-1%
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARBTT ARETR ARET:R
() Staff costs: () BIFAK:
Salaries, wages and other benefits % « T& R EMEF 16,260 14,169 - 3,757
Retirement benefit scheme BINERE I
contributions 2,088 1,966 - 312
18,348 16,135 - 4,069
(d) Other items: (d) Hth3EE :
Amortisation B
- prepaid land lease payments - THERRT 28 29 - 682
- intangible assets -BHEE 4,729 2,529 - 1,980
Depreciation e 1,153 4,873 - 947
Cost of inventories sold FEHENA 123 9,634 - 18,092
Reversal of allowance for MR AR
trade receivables - - - (315)
Operating lease charges in EEETENE
respect of the office premises in REERE
Hong Kong and leasehold land BEREER
in the PRC 2,306 2,716 - 565
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

REEZPPMBRRME @)

4. Income tax credit 4. FiBBiER
Income tax credit relating to continuing RIBRERNE S ELE XS
operations has been recognised in profit or loss RIFTSBEEMT -
as following:
Unaudited
RSER

Six months ended 30 June

BEAAZTHILEAER

2016 2015
—E-RE —T-hfF
RMB’000 RMB'000
ARETR AREFT
Current tax credit - Hong Kong RHBEESR -
profits tax BERNEH
Provision for the period N EE - -
Qver provision in prior year BEFERAERE 86 -
Current tax (expense)/credit - AEBE (%)
PRC enterprise income tax E& - PELCEMEH
(“PRCEIT") (MBI EmESR )
Provision for the period N EE - -
(Under)/over provision in prior year BEFERERE (14) 2
72 2
Deferred tax credit EEFEER - 397
Income tax credit FEBER 72 399
(i)  Hong Kong profits tax has been provided () BDBEMNEBZRBEZ=-F
at a rate of 16.5% on the estimated NERZE—RFENA=
assessable profit for the six months ended T HIERE AR ER
30 June 2016 and 2015. Fias I DA16.5% T R o
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% Smartac Group China Holdings Limited

NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

RER PRI BRRME @

&

4,
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Income tax credit (Continued)

(i)

(iii)

Pursuant to the income tax rules and
regulations of the PRC, the subsidiaries in
the PRC are liable to PRC EIT at the rate of
25% (2015: 25%).

Smartac Solutions (Suzhou) Limited
("SZYL") was recognised as an advance
technology enterprise (FBFTHiTRZ) in
2011 and was entitled to enjoy an income
tax concession at preferential rate of 15%
effective from 1 January 2011. In order to
enjoy the preferential rate of 15%, SZYL
was subject to reviews its status being an
advance technology enterprise every three
years after its status being recognised. In
2014, SZYL has renewed its status and
enjoys the preferential rate of 15% for
the periods ended 30 June 2014, 2015
and 2016.

Macau Complementary Tax (“MCT") is
calculated at the maximum progressive rate
of 12% on the estimated assessable profit
for the period. No provision for MCT has
been made in the consolidated financial
statements as the relevant group entity had
assessable profit less than the exemption
threshold of MOP600,000.

4. FrB

(i)

(iii)

BER (@)

RIE R B AT S BOE R RAE
IRV elE = o TSR]
TAIR25% K B K G i B
CERESHR (ZE—R%F
25%) °

BMNABEERERGE
AR ([ERMZER]) £
T-—FHEERAESITE
Mg T _-_T——4
—A—HERAEEZEI15%
MEBEHRE - BZH15%
MEERE  HmINEHE
REBERESHRME
¥pE-_FEHEELER
R ¥ERAL o £
T—NF - HMNARBE
BRERMEMEE &
E-FT—NWF - —_FT—H
FR-ZE-—RFNA=+
HiEEAE A ZB15%H 8
BRE -

SBPIFTSHER (DR
BRAR) UAFEN
HETERBFE - &&=
12%MBEREFHE - A
RHBEEE RS ER
FAFE DR B Ei88600,000
SBPIIT B N R B R P
RS BN & B 75 3R
FAOEHBE -




NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

RER PR BRERME @

x

Dividends

The directors do not recommend the payment
of an interim dividend for the six months ended
30 June 2016 (2015: Nil).

Loss per share

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

)

(i)

From continuing and discontinued
operations

The calculation of basic loss per share
attributable to owners of the Company
is based on the loss for the period
attributable to owners of the Company
of approximately RMB18,189,000
(2015: approximately RMB51,810,000)
and the weighted average number of
ordinary shares of 3,968,361,424 (2015:
3,460,897,709) in issue during the period.

From continuing operations

The calculation of basic loss per share
from continuing operations attributable to
owners of the Company is based on the loss
for the period from continuing operations
attributable to owners of the Company
of approximately RMB18,189,000 (2015:
approximately RMB50,506,000) and the
denominator used is the same as that
detailed above.

Hﬁ/%\
EEUTRBRERE_T RN
FRA=TRLEREASNG R
B(ZE—RF: &)
BRER

BREABETDLR TSI A

;él: :
(i) REFELERDKIE

HEREER

AN R R FE (L T AR AL AR S
1B THIRIR AN A A% SR FE (G H
A &5 18 4 A R #518,189,000
T(ZCE—RHE: HAR
#51,810,0007t) X EIARE
BT E WA 2 I g &
3,968,361,424% (—Z —F
£F 1 3460,897,7090%) & o

(i) RESELEED

RAGI R BEE(FHELCE
¥BEREABIETIRE
ARABREEEZELS
EBHABEOARE
18,189,000t (= & — &
& 4 AR #50,506,000
T R AN EEREX
FELE AR ©
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

&

6.

26

RER PRI BRRME @

Loss per share (Continued)

(iii) From discontinued operations

In 2015, basic loss per share from
discontinued operations is RMB0.04 cents
loss per share based on the loss for the
period from discontinued operations
attributable to the owners of the Company
of approximately RMB1,304,000 and the
denominator used is the same as that
detailed above.

The weighted average numbers of ordinary
shares used as denominators in calculating the
basic and diluted loss per share are the same.

Property, plant and equipment

During the six months ended 30 June 2016,
the Group acquired items of property, plant
and equipment with a cost of approximately
RMB136,000 (2015: RMB1,490,000). The
Group also transferred cost of approximately
RMB683,000 from construction in progress
to property, plant and equipment (2015:
RMB36,252,000) (note 8). During the six months
ended 30 June 2016, the Group disposed
property, plant and equipment of approximately
RMB596,000 (2015: RMB62,000).
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6.

BRER &)

(i) RETRIEBEEEE
%

R-Z—FHF BRIE
BIREEBNETRERNE
BASKRAR0.04% -
TIIRBEARAIBRERESLE
Ei8 4 AR %1,304,0007T
E BTAS B E X
wE AR o

ARG ESREAGRESKE
8 &5 1R A0 E AN 4 T 15 3R
[@ o

REE-—ZE—X"FA=1THIE
FNAER o AREE AR AL AR
136,000C (T —HF: AR
#1,490,0007T) B E W% - W
EREBEE - REENER
TREBKAARKL683,000
TEYE BEREH(ZZ
— A% AR#¥36,252,0007T)
(Ff5E8) « REE T —NEN
A=Z+BIEAEAR AEEE
EVE BELIEBEOARE
596,000 (ZZE—FHF: AR
#62,000) °
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

8. Construction in progress 8. H®EEIRE
Unaudited Audited
RIBER LER
30 June 31 December
2016 2015
—E-RE “T-hE
~A=tH +ZA=1+—H
RMB000 RMB'000

AR¥TR ARETR

At beginning of period/year WRERH /4] 64 28,683
Additions NE 2,518 13,769
Disposal of discontinued operations HEBR EHELEX - (1,068)
Transfer to property, plant and BEINE  BEK

equipment (note 7) &fE (faE7) (683) (36,252)
Write-off isH - (53)
Impairment loss REEE - (5,015)
At end of period/year AR/ EX 1,899 64
The Group’s construction in progress comprises AEEMTREIRBENFLE
costs incurred on computer hardware, machinery BN BBRREMEE
and equipment pending installation. BB e
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% Smartac Group China Holdings Limited

NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPUBRRME @

9. Intangible assets 9. BREE
Software
Technical ~ Operating ~ development
know-how license costs Backlog Total
Bt
Ram SET CES 3 it
RMB'000 RMB000 RMB'000 RMB'000 RMB'000
ARETR  ARETR  ARETR  ARETT  ARETR
Cost A
At 1 January 2015 RZE-145-A-R 4,345 174924 33983 1,141 214,393
Additions AE - - 14910 - 14910
Disposals of discontinued HERAIRREE SR
operations (4,345) (174,924) - (1,141) (180,410)
At 31 December 2015 “E-RET-AZT-BR
and 1 January 2016 2 5-F-B - - 48,893 - 48,893
Additions AE - - 5487 - 5487
At30 June 2016 RZF— ERA=TH - - 54,380 - 54380
Accumulated amortisation  BitE#RAERE
and impairment losses
At 1 January 2015 R=E-1F-A-A 4,345 134,033 5478 1,141 144,997
Amortisation for the year ENEH - 2970 5472 - 8,442
Disposals of discontinued
operations HERRIHALEER (4345)  (137,003) - (1,041) (142,489
At31 December 2015and R -E-RE+-A=t-R
1 January 2016 k=E-~E-f-B - - 10950 - 10950
Amortisation for the period A& - - 4729 - 4729
Impairment loss REEE - - 280 - 280
At 30 June 2016 RZE-"FrA=TH - - 15,959 - 15,959
Carrying amount KEE
At30 June 2016 RZE-7E/A=1H - - 38421 - 38421
At 31 December 2015 REE-RE+-A=1+-8 - - 37,943 B 37,943
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

10. Trade and other receivables 10. FEURBR TR I H fb FE UK 3K

Unaudited Audited

RIBER LER

30 June 31 December

2016 2015

“E-RE “Z-1%

#B=tA  +ZA=+-18

RMB'000 RMB'000

AR¥TR ARETT

Trade receivables FEURER X 4,730 4,650
Less: Allowance B (724) (724)
4,006 3,926

Advance payments to suppliers B EE A 305 301
Deposits Re 7,816 7,665
Prepayments FBRR 2,527 1,661
Other receivables HAb UK 14,985 15,822
29,639 29,375
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPUBRRME @

10. Trade and other receivables (Continued)  10. FEURBRTFX I ELfbFEURTX (&)

30 2016 Interim Report

Ageing analysis

The Group’s trading terms with customers are
mainly on credit. The credit terms generally
range from 30 to 90 days. For new customers,
payment in advance is normally required. The
Group seeks to maintain strict control over its
outstanding receivables. Overdue balances are
reviewed regularly by the directors and senior
management.

The ageing analysis of the Group's trade
receivables, based on invoice date, and net of
allowance, is as follows:

ARER D AT

AEBMBETFHNE S EZUEE
FRBE - ERER—&NK30
F0RZHE - MIBFWME A
MFIE - ZEE D KRIFERE
TEIEWGRE AR IS - EBE RS
BEREH MR EETT TS
55 °

R R B AR B ERIRS
(FEHk ) ZREDITAT

Unaudited Audited
RESER BEY
30 June 31 December
2016 2015
ZE-RE —Z-1fF
AA=tH  F+ZA=+-AH
RMB'000 RMB'000

AR¥TR ARBTT

Up to 3 months 3EAM 3,290 3,142
3 to 6 months 3260 A 251 105
6 months to 1 year 6EAZIF 109 -
Over 1 year (:3 356 679

4,006 3,926




NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)

REEZPPMBRRME @)

11. Trade and other payables

ER MR ARAR %

1. BARRAREMEMNRK

Unaudited Audited
REER BER
30 June 31 December
2016 2015
ZE-RE —Z-nfF
RA=tH F+ZA=+-A
RMB’000 RMB'000
ARBTR ARBFL
Trade payables JEFERR 2,981 2,906
Receipts in advance from customers BREFER 2,811 428
Payables for construction costs and ERBEXRREENE

purchase of property, plant and equipment &= &R BT 1,030 1,292
Other payables HA B 8,714 18,520
Accrued expenses EREA 2,153 4,666
17,689 27,812

Ageing analysis BRER DA

The ageing analysis of the Group's trade

RIBUE B IS B 2 R RR SR

payables, based on the date of receipt of goods, ZIREDITAT -
is as follows:

Unaudited Audited
REER mEZ
30 June 31 December
2016 2015
ZE-RE —ZT-RF
~A=+tA +ZA=+—H
RMB’000 RMB'000
ARET R ARBFT
Up to 3 months 3EAA 2,702 2,543
3 to 6 months 3%6fEA 19 78
6 months to 1 year JERENE:S 198 4
Over 1 year (3 62 281
2,981 2,906
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
REEZ P KRR T @)

12. Bank loans

12, BITER

The analysis of the Group’s bank loans is as REBRITERINOT :
follows:
Unaudited Audited
REER BEZ
30 June 31 December
2016 2015
—E-RE —T-hF
RA=ZTE  +ZA=T-A
RMB'000 RMB'000
ARBTR ARBFL
Secured bank loans repayable BR—FRERZ
within one year EERRTER 8,000 17,000
Bank invoice loans BITEFEER - 368
8,000 17,368

The Group's bank loans are repayable within one
year. All the loans are arranged at fixed interest
rates and expose the Group to fair value interest
rate risk.

As at 30 June 2016, the bank loans are secured
by:

- Charge over the building, the prepaid land
lease payments and investment property of

the Group;

- Personal guarantee provided by a director
of the Company (note 16(d)); and

- Charge over a property owned by a related
company (note 16(d)).
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

x

RER PR BRERME @

13. Equity-settled share-based

transactions

Pursuant to the written resolution passed by the
shareholders of the Company on 24 September
2002, the share option scheme (the "Old
Scheme") was approved and adopted and, the
board of directors may, at its discretion, grant
options to any director (whether executive or
non-executive and whether independent or not),
any employee (whether full-time or part-time),
any consultant or adviser of or to the Company
or the Group (whether on an employment or
contractual or honorary basis and whether paid
or unpaid).

Pursuant to the resolution passed by the
shareholders of the Company in the annual
general meeting held on 27 May 2011, the Old
Scheme was terminated such that no further
options could thereafter be offered under the Old
Scheme but in all other respects and provisions
of the Old Scheme shall remain in full force and
effect, while a new share option scheme (the
“New Scheme") was approved and adopted and,
the board of directors may, at its discretion, grant
options to the eligible persons as defined in the
New Scheme.

The Company operates the New Scheme for the
purpose of providing incentives and rewards to
eligible participants who contribute to the success
of the Group’s operations. Eligible participants
include the full-time and part-time employees,
directors and full-time and part-time business
consultants of the Company and the shareholders
of the Group. The New Scheme became effective
on 27 May 2011 and, unless otherwise cancelled
or amended, will remain in force for 10 years
from that date.

During the six months ended 30 June 2016 and
the year ended 31 December 2015, no options
were granted under the New Scheme.

13.

UREREEZRERS

BERABBRER-_ZT_FAN
A+ HABBHEEREE -
AN BB A0 R 40 BB AR AT &
([E5H8))  EBSARBERT
AANRHAEBIMESE (17
EFENIFRITEER BUEER
IBUES) BE (2HAFK
B ERKAERA(THRES
B ARk BE LB ELEENE
B BEARE -

BREARARENR-_FT——Fn0
AZ+ERBITZRREFAKR
ERBBHRER S ARAD
L ERTE (RS RIEE
FEE— SRR - B
S P B At 0y T K & IR RS
BrEEMRABRN) B
W HE I K R — IR AR B B At 3
(T#rstdl))  BEFEERBBERT
HEtBIAMERZ A ERALIE
Pt

AREERFAE - B EEZE R
ERUAEEZEBRINEHER
MEBER2EE - A ER2EE
BREARANZBIEFBES
EEMEHERBEBBRNUL
REBPR - FatER -2 ——
FRA-TEHER  BIERTT
BUBSER] - & AIS i a% A st
TERERBR -

ARE-T—AERA=TAL
AEARRE-F-HE+—A
=+ RILFER  DEREH
58I (IR R -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)

AEFRTFHPMBRRME @)

13. Equity-settled share-based

transactions (Continued)

The terms and conditions of the unexpired and

13. UESEEZRERS @)

RZBE—RERA=THHKRH

unexercised options at 30 June 2016 are as R R AT 2 BB IR IR I 1
follows: UM
Number of Options
BREHA
Reclassified/
At Granted  Lapsed At Exercise
1January duringthe  during 30 June price
Date of grant  Exercise period 2016 period  the period 2016 per share
R R
ZE-RE HRES —Z2-7~f =13
RHAH Bligie -B-B  BREL 2E/%% RASTA fTEE
HKS
BT
Directors HiTEs
Yang Xin Min BHR 14/6/2011 14/62011-13/6/2016 1,600,000 - (1,600,000) - 0818
%  ZE—5581ER
AATEE  BZEERATEA
Independent BUFHTES
Non-Executive
Directors
Cheng Faat Ting Gary ~ % 14/6/2011 14/62011-13/6/2016 200,000 - (200,000) - 0818
2% ZE-ERATEA
AATBE  EE-EAATEA
Poon Lai Yin Michael &£ E 14/6/2011 14/62011-13/6/2016 200,000 - (200,000) - 0818
2% E--ERATEA
AATBE  EZE-EAATEA
Subtotal it 400,000 - (400,000 -
Employees 8 14/6/2011 14/62011-13/6/2016 1,800,000 - (1,800,000) - 0818
2% E--ERATEA
AATER ECE-REAATEA
Total &t 3,800,000 - (3,800,000) -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

14. Share capital 14. BAR
The Company
b NG|
Number  Nominal value
of shares of shares
ROHE ROEE
HK$'000
BT
Authorised: EE
Ordinary shares of HK$0.05 each FREEST0.05/L @R
At 1 January 2015, 31 December 2015, WM-Z—RE—A—H -
1 January 2016 and 30 June 2016 “Z-RF+ZRA=t—H"
ZZRE-A-BHR
ZE-RERA=TA 8,000,000,000 400,000

Number ~ Nominal value  Nominal value

of shares of shares of shares
RAEAE BRAHEE BAEE
HK$'000 RMB'000
BT AREBFT
Issued and fully paid: ERTREAR :
At January 2015 HZF-15-A-A 3,366,947,850 168,347 154,397
Issue of shares upon exercise of RERIRRERFBETRG
convertible bonds 144,444,444 7222 5778
Issue of shares upon placement REERNERETRG 348,480,000 17,424 13,941
Issue of shares upon consideration AR BROEETRD
share grant 108,489,130 5424 4,473
At 31 December 2015 and “E-RET-A=T-BR
1 January 2016 and 30 June 2016 —2-"5-A-HRk
ZE-~E~A=TH 3,968,361,424 198417 178,589
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPUBRRME @

15. Commitments 15. &
(a) Capital Commitments (a) BAREE

Unaudited Audited

RBER LE%

30 June 31 December

2016 2015

i —T-hfF

ARZtR  +A=t-R

RMB'000 RMB'000

AR¥TR ARBTT

Property, plant and equipment Wi BENERE
Contracted but not provided for BEOBERBE 14,138 20,793
(b) Other Commitments (b) HfbiE
At 30 June 2016, the Group had certain RZE—-—REXA=+
commitments in respect of the outstanding H AX&EBEBETHBMNU
capital contribution of the following TARRMEE BRI -
companies:
Unaudited Audited
REEY BEY
30 June 31 December
2016 2015
“E-RE —T-hfF
AR=+R  ZA=f-H
RMB'000 RMB'000
ARETR ARETT
FINIRAR AR AR HNIEEARRARAR 1,380 1,900
BERNERFSRE BM) RBEFRERERE (BM)

BRAF BRAA 780 -
BTHENE (FR) BRAR  STHBERE (H®) BRAF 26,000 26,000
BEGTREEERERAR HESTESEREERAR - 1,000
Haihai Travel Cloud Limited IS IREE AR AR 18,358 18,133
Cosmartec Limited REEHRAERAT 25,736 25,419
LERHEERBRAR EREEERBRAR 3,800 -
Great Sino Technology ERNBEERERAR

Development Limited 4,000 -
BFHERR (L8) ARAR  STHERE (L8) BRAR 4,000 -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

16. Material related party transactions 16. EXBEHH XS

(a) Transactions with related parties (a) BAEERRS
Unaudited
RBER
Name of Nature of 30 June 30 June
related parties Relationship transaction 2016 2015
“E-RE —T-nF
~A=1H ~A=1H
RMB'000 RMB'000
et B REMHE AR¥BTR ARETFT
Shanghai Bokun Controlled by a Motor vehicles - 315
Investment Co., Ltd. director of the service fee
Company charged
L§EERE FARAT IAEREE
BRAF —HERE
(b) Due to directors (b) FEREEFIE
The amounts due to directors are FE T E# £ 50E R EE A
unsecured, interest-free and repayable on R B RIBRERFER -
demand.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPUBRRME @

16. Material related party transactions

16. EXBBLRS (&)

(Continued)
() Due from/(to) related parties (c) FEWL(f) EAHE
Unaudited Audited
REER BER
30 June 31 December
2016 2015
“T-hF
= T=A
~A=tH =t+—-8
Name of related parties Relationship Terms RMB'000 RMB'000
Bl B 1 REMUE ARBTR ARETFT
Proactive Cyberspace Controlled by a  Unsecured, - 726
Company Limited director of the  interest-free and
Company repayable on
demand
REEIEEE RARAE BER 2ER
ARAT —REFHH  AREREEER
PCS Telecom Limited Controlled by a  Unsecured, - (130)
director of the  interest-free and
Company repayable on
demand
BYMEAARAR RARRAE BER 2ER
—REFHH  RREREEER

(d)

Guarantees and pledge of assets

(d)

provided by related parties for

banking facilities

Details of guarantees and pledge of assets
provided by related parties for banking
facilities granted to the Group are set out

in note 12.

BEDRRTRERE
REERRIEREE

B RBRTAEEZR
ﬁrﬁﬁ%ﬁrk (2R R
HEMEEFIINME12 -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

16. Material related party transactions 16. EXBEB XS (&)

(Continued)
() Key management personnel (e) FEEEBEAEHMS
remuneration
Remuneration for key management AEBEZEEAB ZH
personnel of the Group, including amounts SOT - BERBEEINT
paid to the Company’s directors is as NNBEFZHIA -
follows:
Unaudited
REER

Six months ended 30 June

BEAA=THIEAREA

2016 2015
—E-RE S
RMB'000 RMB'000

AR¥TR ARBTT

Short-term employee benefits EEESEN 2,488 1,670
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

&

17.

40

RBEZPHB R HRERMETE &)

Fair value measurements

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

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

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

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

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

REEZPPMBRRME @)

E‘I_'
1]
3

17. Fair value measurements (Continued) 17. A&

(a) Disclosure of level in fair value (a) R=ZZE—R~EXNA=T+
hierarchy at 30 June 2016: HWA RERBRKTER
=
Fair value measurements
DAETE
as at 30 June 2016 using:
RZB-XEXAZTRRANER

Description Level 1 Level 2 Level 3 Total
#E E-ER ECER  E=ER @zt

RMB'000  RMB'O00  RMB'000  RMB'000
ARBTR ARBTR AREBTR ARWT:R

Recurring fair value measurement:  EEMAAEE

Investment property RENE

~ Commercial PRC —hEEE - - 52,100 52,100

Fair value measurements
MiEiE
as at 31 December 2015 using:
RZE-RET-A=+-HFRNER:

Description Level 1 Level 2 Level 3 Total
#iE E-ER 5-BR  EZER &t

RMB'000  RMB'000  RMB'000  RMB'000
ARETRL ARETR ARETR ARETR

Recurring fair value measurement:  EEMAAEE
Investment property REME
- Commercial PRC - hEExE - - 50,300 50,300
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

KA

EZP M EHRERMTE @)

17. Fair value measurements (Continued)

(b) Disclosure of valuation process

42 2016 Interim Report

used by the Group and valuation
techniques and inputs used in fair
value measurements at 30 June
2016:

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

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

The fair value of the Group's investment
property at 30 June 2016 was valued on
income capitalisation approach by taking
into account the net rental income of
the existing lease and achievable in the
existing market with due allowance for the
reversionary income potential of the lease.
The valuation was performed by Grant
Sherman Appraisal Limited.

17.

DMREFE &)

(b) R=ZZE—XREXA=T+

7 5 8 T 5% PR B £
BER A A B BT
A 0 LR A R B B 0
W -

AEENHBREAER
MBREETHENEE
kBEZANENE (BF
F=BHRoAEFE) B
BRERLFEQNAENE
ERENESSER - UB
REREESEEFELM
R ERRF AR
8o

HREZEBRALEFEM
5 OAKBERAEREGA
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2 Ol
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

18. Non-adjusting events after the 18. RI{EME R RKEHAE 2
reporting period =S|
There were no material non-adjusting events PR B 1 0 M B KR AC A2
after the reporting period. L EIE °

19. Contingent liabilities 19. REE
The Group did not have any significant contingent AEERZZ—XRERA=TH
liabilities at 30 June 2016 (31 December 2015: WEEMEANAEGE (ZF—
Nil). hFE+—A=+—H: &)

20. Approval of the unaudited interim  20.

financial statements

The unaudited interim financial statements was
approved and authorised for issue by the Board
on 31 August 2016.

it JfE R AT A P A B S
I E

RZZ-—RENA=t—R8 &
EECHERBRETIEREEX
R B R
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MANAGEMENT DISCUSSION AND ANALYSIS

B fE R LD AT
Caution regarding forward-looking

statements

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

Review of results and operations
Business Review

During the period under review, the Group continued
to utilize its technical strength and experience in
software development and provision of 020 solutions
through design, construction, maintenance and
operation of Wi-Fi network to a variety of business
customers. On the other hand, Smart Travel was
developed for Chinese travellers and the first online
“HaiHai Travel” platform was launched to provide
comprehensive travel information and business services.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEENWES T (&)

Review of results and operations (Continued)
Business Review (Continued)

Haihai Travel Cloud Limited (“Haihai”), a subsidiary
of the Group, entered into a strategic cooperation
agreement with Ctrip Financial Services (Hong Kong)
Limited, a subsidiary of Ctrip.com International Limited
("Ctrip"), in relation to the “Global Shopping” platform
of Ctrip and the “Shopper Connect” platform of Haihai
for the business cooperation of “cross-border tourists
shopping” in order to jointly improve and develop the
cross-border tourist shopping platforms for tourists.

During the period, the Group introduced a portable
“HaiHai WeChat Map.” Chinese travellers can take
advantage of WeChat “Scan” service, not only to
enjoy the unique business deals, but also get more
information about the popular attractions, real-time
location maps, translation function, navigation and so
forth through the public accounts of HaiHai WeChat.
On the other hand, it also serves as a new online
media channel with 020 solutions to assist local offline
businesses to attract Chinese travellers.

In order to tap into the burgeoning market for Chinese
travellers in popular tourist spots in Southeast Asia, the
Group established a wholly owned subsidiary, Haihai
Travel Cloud Japan Limited in Tokyo, Japan in March
2016.

Besides, the Group together with Guangzhou South
Railway Station, have developed and launched Smart
Robot and “Know-All" (B %38) Smart Railway APP,
named as “Guangnan Know-All" (&R & i), provide
real-time services to the passengers with the Group's
business intelligence and big data analysis technology.

RERKERR &)
EHOE (&)

REBHBAR — WEKREGRAR
([55%8 1) 2 #2Ctrip.com International
Limited ([#&12]) MBR A —EES
Bk (B5) BRARGEBREN B
BB ¥4 HIE A [Shopper
Connect & | ER [ B35 Ik 2 % 35 50
Y X EIERTT A ERE
A HRAEEMEE B R RE T IRINE
MES °

AHRE  NEBEEL T EEHR 08
PEIREHE ] o BIIRE AT A RIS
(F—R REXAEBPHNBEARRE
BN BB BEEMERRY &
MAPMSHENFAEN BB EE
i~ WAL GHMMNRBSE - Ut
o HTRR M — B EO208 R T M
iR L REER BB AN AR T %
RSl B o

AEERZZ-REF=ZAEBARR
B2 EM B AR — EIEIRES B A
BIRAR AEAPEIREHRFIRRE
DR THE RIS o

BEoN  REEETF BN B R
HEERSEARBEE] Be#K
APP (BR[EMABASAD  BPAE
B 1) P 260 B R K BB 0 A BT TR0 B
EIREERIRR o
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEENWES T &)

Review of results and operations (Continued)
Financial Review

For the six months ended 30 June 2016, the Group's
revenue was approximately RMB11,260,000,
represented a decrease of approximately RMB8,334,000
as compared to 2015. The decrease was mainly
attributable to the drop of revenue in 020 solutions
segment by approximately RMB8,325,000 mainly due
to completion of one of the contracts since mid of
2015 and disposal of a non-wholly owned subsidiary,
PCS I-Datacomms Limited (“PCSI”) in the 020 solutions
segment in October 2015.

The Group reported a consolidated gross profit for
the period of approximately RMB3,642,000 (2015:
approximately RMB4,750,000). The overall gross
margin has increased from 24% in 2015 to 32% in
2016 was mainly attributable to the improvement of
gross margin of 020 solutions segment in 2016.

Selling expenses decreased by 43% from approximately
RMB4,226,000 in the same period of 2015 to
approximately RMB2,420,000 in the current period,
which was mainly because of the decrease in staff costs
and business related expenses incurred for the sales
department of the 020 solutions segment.

Administrative expenses increased slightly by
RMB141,000 from approximately RMB28,726,000
in the same period of 2015 to approximately
RMB28,867,000 in the current period, which was
mainly resulted from increase in administrative expenses
of new subsidiaries of approximately RMB4,710,000
and increase in amortisation of intangible assets
of approximately RMB2,200,000, netting off with
decrease in depreciation expenses of approximately
RMB3,720,000 and administrative expense of PCSI of
approximately RMB2,426,000.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEENWES T (&)

Review of results and operations (Continued)
Financial Review (Continued)

Trade and other receivables increased slightly by
approximately RMB264,000 from approximately
RMB29,375,000 as at 31 December 2015 to
approximately RMB29,639,000 as at 30 June 2016.
The increase was mainly attributable to transfer of non-
current portion of other receivable of approximately
RMB212,000 as at 31 December 2015 regarding the
deferred sales proceeds of disposal of PCSI to current
asset in the current period.

Trade and other payables decreased by 36% from
approximately RMB27,812,000 as at 31 December
2015 to approximately RMB17,689,000 as at 30 June
2016. The decrease was mainly due to decrease in
payable for operations of wireless networks at railway
stations net off with the increase in receipts in advance
from customers.

Prospects

Looking ahead, the Group will continue to provide
tailor-made solutions to customers’ Wi-Fi systems
and create synergies with its Smart Travel in popular
tourist spots in Southeast Asia. Leveraging on the
scene-based business intelligence developed by the
Group and the integration of big data and cloud
computing technologies, the Group is advancing
towards the target of becoming the leader in provision
of integrated solutions and platform in the 020 and
big data market. Besides, the Group will actively seek
for opportunities and strategic partners to expand and
diversify the business, both in higher speed and greater
span, through various forms including technological
cooperation and business joint ventures.

RERKERR &)
SOl (&)

EURERREMERFA T —AF
+ZA=+—HHARM29,375,000
JL 0 BB 4 A R #264,0007T
ECE-RNFERAZTHEHARE
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEENWES T &)

Liquidity and financial resources

As at 30 June 2016, the Group's bank and cash
balances and bank loans were approximately
RMB30,044,000 (31 December 2015: approximately
RMB95,515,000) and approximately RMB8,000,000
(31 December 2015: approximately RMB17,368,000)
respectively. All bank loans were denominated in
Renminbi, repayable within one year and are arranged
at fixed interest rates. The bank loans were secured by
charge over the land, building, investment property of
the Group, personal guarantee provided by a director
of the Company and charge over a property owned by
a related company.

The Group monitors capital on the basis of the net
debt-to-adjusted capital ratio. This ratio is calculated
as net debt divided by adjusted capital. Net debt is
calculated as total debts less cash and cash equivalents.
Total debts comprises trade and other payables, due
to directors, due to related parties, bank loans and
due to an associate. Adjusted capital comprises all
components of equity attributable to the owners of
the Company. As at 30 June 2016, since the cash and
cash equivalents was over total debts, the net debt-to-
adjusted capital ratio is not applicable (31 December
2015: Not applicable). It is the Group’s strategy to keep
the net debt-to-adjusted capital ratio as low as feasible.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEENWES T (&)

Human resources

As at 30 June 2016, the Group had a total of
approximately 198 employees (As at 30 June 2015:
approximately 228 employees (restated)). Total staff
costs (including directors’ emoluments) for the period
was approximately RMB18,348,000 (30 June 2015:
approximately RMB16,135,000 (restated)). The increase
in staff costs was mainly attributable to the overall
salary increment of the Group during the period.

Employees were remunerated based on their
performance, experience and prevailing industry
practice. Bonuses and rewards might also be
awarded based on individual staff performance and
in accordance with the Group's overall remuneration
policies. The Group’'s management reviewed the
remuneration policies and packages on a regular basis.
The Remuneration Committee of the Company’s Board
of Directors is responsible for overseeing and reviewing
the remuneration packages of the Directors and senior
management.

Foreign exchange exposure

The Group has certain exposure to foreign currency
risk as most of its business transactions, assets and
liabilities are principally denominated in Renminbi,
Korean Won, Japanese Yen, Hong Kong dollars and US
dollars. The Group currently does not have a foreign
currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group will
monitor its foreign currency exposure closely and will
consider hedging significant foreign currency exposure
should the need arise.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEEWE

oA ()

Pledge of assets

As at 30 June 2016, the following assets of the Group
were pledged as securities, among others, for the
banking facilities granted by its bankers:

(iii)

(iv)

(v)

Charge over the building with carrying amount of
approximately RMB6,253,000 (31 December 2015:
approximately RMB6,447,000);

Charge over the prepaid land lease payments
with carrying amount of approximately
RMB2,202,000 (31 December 2015: approximately
RMB2,230,000);

Charge over the investment property with fair value
of approximately RMB52,100,000 (31 December
2015: approximately RMB50,300,000);

Personal guarantee provided by a director of the
Company; and

Charge over a property owned by a related
company.

Contingent liabilities

As at 30 June 2016, the Group had no material
contingent liabilities (31 December 2015: Nil).
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OTHER INFORMATION

Hib & ¥
Interests and short positions of
substantial shareholders in shares,

underlying shares and debentures
of the Company and its associated
corporations

As at 30 June 2016, the register of shareholders
maintained pursuant to the Securities and Futures
Ordinance (the “SFO") shows that the following
shareholders with interests representing 5% or more
of the Company’s issued share capital:

Long positions in shares

FE S EERRERAE %

FERRRAQ AR EABR
Bz HERGREER
ZEBRKE

RZZE—XNEXNAZ+TH  BEGE
FRBEBIESR KB E K
BIY) FEMNREECMEBER LT
PRGN A BB BT TAR A5 % ok LA 42

i

RE®ziFR

Number of shares

RHOHE
Percentage
of total
Name of Personal Total share
shareholder Capacity interest interests capital
{h#BR A
BRREE 514 BAER R Epagsd
Yang Xin Min Beneficial 592,573,880 592,573,880 14.93%
kil B
Kwan Che Hang Beneficial 231,413,304 231,413,304 5.83%
Jason (note 1) B
BsE (fiF1)
HK DYF Intl Holding Beneficial 260,536,000 260,536,000 6.56%
Group Limited g
AR D EREZER
SEERRQ
Note: izt -

1. The 231,413,304 shares comprises (i) 792,000 shares
held by Mr. Kwan Che Hang Jason directly; and (ii)
230,621,304 shares held by China Software Services
(Holdings) Limited (“CSS"”). Mr. Kwan Che Hang Jason
is the controlling shareholder of CSS and therefore is
deemed to have an interest in the 230,621,304 shares.

1. #%231,413,304%% & 0 B #&()e F3
B % A R A #9792,000/% AR
%+ R(i)230,621,304% % {5 B &
B (AR TS (JEAR) BRAA ([ E
) #E - AREEEREARF
B 2 AR AR B - B W AR B R4
230,621,304/ /(0 B e ©
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OTHER INFORMATION (Continued)
Hitt&¥ &)

Interests and short positions of
substantial shareholders in shares,
underlying shares and debentures
of the company and its associated
corporations (Continued)

Save as disclosed above, the Board is not aware of
any persons directly or indirectly interested in 5% or
more in the shares of the Company as recorded in the
register required to be kept under the SFO.

Directors’ interest and short positions
in the shares, underlying shares and
debentures of the Company or any
associated corporation

As at 30 June 2016, the interests of the Directors and
chief executive of the Company in the equity or debt
securities and underlying shares of the Company or
any associated corporations (within the meaning of
the SFO) which (a) were required to be notified to
the Company and The Stock Exchange of Hong Kong
Limited (“the Stock Exchange”) pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short
positions which the Director is taken or deemed to have
under such provisions of the SFO); or (b) were required,
pursuant to section 352 of the SFO, to be entered in
the register referred to therein; or (c) were required,
pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies to be notified to the
Company and the Stock Exchange were as follows:
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OTHER INFORMATION (Continued)
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Directors’ interest and short positions
in the shares, underlying shares and
debentures of the Company or any
associated corporation (Continued)

Long positions in shares

FE S EERRERAE %

FENAR A T REAEEEE
TRA - AERGREREY
EaRRXE (#)

RE®ziFR

Number of Shares

R EE
Percentage
of total
Name of Personal Other Total share
director Capacity interest interest interests capital
TN
BEfA E87) B ARER Hitigz s BOL
Yang Xin Min Beneficial 592,573,880 - 594,173,880 14.93%
BE#R B
Yang Zhen Beneficial 1,336,000 - 1,336,000 0.03%
1BE B
Kwan Che Hang Jason Beneficial 231,413,304 - 231,413,304 5.83%
(note 1) B
BEE (M)
Cheng Faat Ting Gary Beneficial - 200,000 200,000 0.010%
(note 2) B
;T (Mr2)
Note: st

1. The 231,413,304 shares comprises (i) 792,000 shares
held by Mr. Kwan Che Hang Jason directly; and (ii)
230,621,304 shares held by CSS. Mr. Kwan Che Hang
Jason is the controlling shareholder of CSS and therefore
is deemed to have an interest in the 230,621,304
shares.

2. The 200,000 shares are held by the spouse of Dr. Cheng
Faat Ting Gary and therefore Dr. Cheng Faat Ting Gary
is deemed to have an interest in the 200,000 shares.

1. #%231,413,3048% & 7 B 3E()HA B8
EIE & & H % A #9792,000/% R
1 J(i)230,621,3040% % 15 &
EEtEE e mREEEXE AT
B 2 AR AR R - M AR B R RX
230,621,304/ /% 0 Btz ©

2. §%200,000f% f& 1 @85 T+ 2 B

BEE BEBETELHEREZ
200,000 i fn B HE e ©
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Share options granted pursuant to the
share option scheme

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

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

During the period ended 30 June 2016, no options
have been granted under the New Scheme. Details
of the options outstanding as at 30 June 2016 were
set out in note 13 to the Interim Financial Statements.

Purchase, sale or redemption of listed
securities

Neither the Company nor any of its subsidiaries

purchased, sold or redeemed any of the Company’s
listed securities for the six months ended 30 June 2016.
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OTHER INFORMATION (Continued)
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Pre-emptive rights

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

Material litigation

During the six months ended 30 June 2016, the
Company was not involved in any litigation or
arbitration of any material importance.

Corporate governance

Compliance with the Code on Corporate
Governance Practices

During the six months period ended 30 June 2016, the
Company has complied with the Code on Corporate
Governance Practices as set out in Appendix 14 to the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited except in respect of a
code provision providing for the roles of Chairman and
Chief Executive Officer to be performed by different
individuals. The deviation is deemed appropriate as the
Company believes that the combination of the roles
of Chairman and Chief Executive Officer promotes
the efficient formulation and the implementation of
the Company’s strategies enabling the Group to grasp
business opportunities efficiently and promptly. The
Company considers that through the supervision of
its Board and its independent non-executive directors,
a balancing mechanism exists so that the interests of
the shareholders are adequately and fairly represented.
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OTHER INFORMATION (Continued)
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Corporate governance (Continued)

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

The Company has adopted a code of conduct regarding
directors’ securities transactions in terms as stringent
as those set out in the Model Code. All Directors,
following specific enquiries made by the Company,
confirmed that they have complied with the required
standard of dealings as set out therein throughout the
six months period ended 30 June 2016.

Audit committee

The Company set up an Audit Committee on 24
September 2002 with its written terms of reference
being in compliance with the Rules set out in “A Guide
for the Formation of An Audit Committee” issued by
Hong Kong Institute of Certified Public Accountants.
The primary duties of the Audit Committee are to
review and supervise the financial reporting process
and internal control systems of the Group. The
Audit Committee along with the management have
reviewed the accounting principles, standards and
methods adopted by the Group, and have reviewed
the unaudited Interim Financial Statements for the six
months ended 30 June 2016.

By order of the Board
Yang Xin Min
Chairman

Hong Kong, 31 August 2016
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