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CORPORATE INFORMATION (continued)
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PEEEERERERAT R

The Board of Directors (the “Board”) of Smartac Group ~ FEE e EIER AR A8 (KA
China Holdings Limited (the “Company”) presented &) # %@ (fi?ﬁJ) EEAEETIFN
the unaudited consolidated results of the Company RAFIREMBAR ([XREM]) &#HE—
and its subsidiaries (the “Group”) for the six months & —+4F /\ﬁ B 1S EA B R
ended 30 June 2017 together with the comparative — FEix4R A EEERLLBEF - A0H
figures. The condensed consolidated interim financial ~ #r& F HIBA 75 3R % ([P HBBHR])
statements (the “Interim Financial Statements”) KEZ BERARREZREZEEE
have not been audited, but have been reviewed by the ] °

Company’s Audit Committee.

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME

RGeS EREE M ERER
For the six months ended 30 June 2017 B Z = ZF—+F A=+ H1LEA
Unaudited
REEG
Six months ended 30 June
HERA=THLAEA
2017 2016
i 3 “E-RF
Note RMB'000 RMB'000
iR ARETR ARETT
Revenue WA 2 8,828 11,260
Fair value gain of investment properties REENE R ElE 700 1,800
Other income EflA 3() 2,233 2,366
Hardware, telecom and direct operation costs B SMRERLSEHA (4,860) (4,529)
Employee benefits expenses ETENER 3(0) (15,798) (18,348)
Other operating expenses EtaLBR (9,207) (10,146)
Depreciation & 3(d) (1,296) (1,153)
Amortisation of intangible assets BVAEEH 3(d) (4,884) 4, 729)
Reversal of provision for onerous contracts ERtANRERR 50,575
Gain on disposal of a subsidiary HE-FNBARMNE 2,695 -
Profit/(loss) from operations mezE,/ (58) 28,986 (23479)
Finance costs B 3(b) (430) (522)
Share of result of an associate Elh-FReRTER (334) (452)
Profit/(loss) before tax BEAIAE (BE) 3 28222 (24,453)
Income tax (expense)/credit Fifa® (BR)/ £ 4 (2,054) 72
Profit/(loss) for the period HBRFE/ (F8) 26,168 (24,381)
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m" 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 2017 # 2 = F—+tFNA=+HI~1EA

Unaudited
FEER
Six months ended 30 June
HZAB=THLAER
2017 2016
“E-tF 3%
Note RMB'000 RMB'000
M ARt ARETR
Other comprehensive income for the period, B2 ERE
net of tax (%i#%)
ltems that may be reclassified to profit or loss: HEH 2 ERER -
Exchange differences reclassified to profit or REEMBLRRRENHE
loss on disposal of a subsidiary FRANEREE 1) -
Exchange differences on translating BEGHNRBELD
foreign operations EXEE (2,741 439
Total comprehensive income for the period Br2AREAE 23,386 (23,942)
Profit/(loss) for the period attributable to: AT ALEESHRAE /(8 :
Owners of the Company ARARE 26,394 (18,189)
Non-controlling interests Elaudlgray (226) (6,192)
26,168 (24,381)
Total comprehensive income for UTATEESAZE
the period attributable to: a8
Owners of the Company FARE 23,678 (17,757)
Non-controlling interests Eizudligray (292) (6,185)
23,386 (23,942)
EARNINGS/(LOSS) PER SHARE SREF /(F8)
Basic earnings/(loss) per share (cents) SREARFH /(5B
(\RES) 6(a) 0.55 (0.46)
Diluted earnings/(loss) per share (cents) ShEFRT/(BR)
(ARE7) 6(b) 0.5 (0.46)
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL
POSITION

RS MR R R

At 30 June 2017 R=F—+FH=+H

Unaudited Audited
REER MR
30 June 31 December
2017 2016
it S o —TRF
~A=tA +ZA=t+-AH
Note RMB’000 RMB'000
Bt sE ARETR AREFT
Non-current assets FRBEE

Property, plant and equipment ME - BENEE 9,420 10,728
Investment in an associate R—FEEEARIRE 3,146 3,480
Investment properties REME 54,700 54,000
Prepaid land lease payments TiAERENR 2,090 2,118
Goodwill BE 5,695 5,695
Intangible assets B EE 30,911 38,920
Available-for-sale financial assets HHESRHERE 1,801 -
107,763 114,941

Current assets REEE
Prepaid land lease payments i ETENR 56 56
Other investments HipigE - 4,000
Inventories 7E 1,627 1,339
Trade and other receivables JEURER X e EL MR R 7 46,449 27,180
Due from a related party JEU— & Bk 5 5B 13(b) 495 -
Pledged bank deposits BHEARITER 592 592
Bank and cash balances RITREEEE 67,197 99,953
116,416 133,120

Current liabilities REAE
Trade and other payables FERBRE M E BT 8 34,690 36,452
Provision for onerous contracts BEIEA NS - 50,575
Due to directors ENEERE 13(c) 285 248
Bank loans RITER 9 17,500 15,000
Current tax liabilities EHFIEAE 89 92
52,564 102,367
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m" Smartac Group China Holdings Limited

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL

POSITION (continued)

ERGRE BRI R )

At 30 June 2017 R=F—+FH=+H

Unaudited Audited
RISER LEK
30 June 31 December
2017 2016
—E—tfF ZTRF
~A=+tA +ZA=+—H
Note RMB’000 RMB'000
Bt sE ARET T ARETFTL
Net current assets REBEETE 63,852 30,753
Total assets less current liabilities ~ AEERRHEE 171,615 145,694
Non-current liabilities FRBEE
Deferred tax liabilities EREHIEEE 10,261 8,207
10,261 8,207
NET ASSETS BEE 161,354 137,487
Capital and reserves BAXL H#E
Share capital 2R " 214,067 214,067
Reserves fE (98,096) (121,774)
Equity attributable to owners AARRREGER
of the Company 115,971 92,293
Non-controlling interests FERES 45,383 45,194
TOTAL EQUITY MR 161,354 137.487
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN
EQUITY

GE:E
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For the six months ended 30 June 2017 #Z.

N

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN

EQUITY (continued)

GE:E
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PEEEERERERAT R

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
HRRERERER

For the six months ended 30 June 2017 #Z2 =ZF—+F XA =+HIFEA

Unaudited
RISERZ

Six months ended 30 June
BZEAA=1+HLAEA

2017 2016
—E—+F —E—RF
RMB’000 RMB'000

ARBTT ARETT

Net cash used in operating activities A& & /EBFEMR 2 HIRE (37,115) (36,577)

Net cash generated from/(used in) WEESELS GER)

investing activities ZERE 5,394 (19,145)
Net cash generated from/(used in) BEEESEL S GER)

financing activities ZERE 2,070 (9,889)
Effect of foreign exchange rate

changes E R AR (3,105) 140
Net decrease in ReRREEED

cash and cash equivalents R HER (32,756) (65,471)
Cash and cash equivalents R—A—BZEE&Rk

at 1 January BEEEY 99,953 95,515
Cash and cash equivalents RAA=THZHRE R

at 30 June ReEEY 67,197 30,044
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m" Smartac Group China Holdings Limited

NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS

x

RERP R B R M

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. The Interim 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 “Listing
Rules”).

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 2016. The Interim Financial
Statements have been prepared in accordance
with the same accounting policies adopted in the
2016 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 2017. 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.

12 2017 Interim Report
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

x

RER PR BRERME @

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.

1.

mBERE ()

AREEIWATB D EME W ARE
M2 ¥R BRI EER o A
SEC R AR EFIEEERY
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A5 3455 6 h B 75 SRR A1 L
HUET - HEEARER B LA
ET AR R & B BERA E R
ZEEBEREAHILEESRR
BERRAE HEREEE - &
PREER AR IR ELLAhE! -

Lt E BB S IRRE AR E 2 ARA
ERRE - AREE AR ZHTE
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B ERRR ZQERENE
B(oeEE®]) 8- st
BHME 22T E - REBK
MARBIEREZIIEH &R
ERBATE -

2017 HEARE 138



m" Smartac Group China Holdings Limited

NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

x

14

RER PR BRERME @

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 corporate assets. Segment
liabilities do not include corporate liabilities.

2017 Interim Report
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PEEEERERERAT R

NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

2. Revenue and segment information 2. WARZZER (&)
(Continued)
(i) Information about reportable segments (i) 2EWMOMBNER BEER
profit or loss, assets and liabilities: BEEHR
020 solutions segment IDM solutions segment Total
00BRHESH GRETRRBAREDD &3t
Unaudited Unaudited Unaudited
AEEH AEEH REEH
Six months ended 30 June  Six months ended 30 June  Six months ended 30 June
BERAZTALAER BERAZTALAER BERAZTALAMER
2017 2016 2017 2016 217 2016
IB-tE TR RE Bt SR ZRtF SR E
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARETR ARETR ARETR  ARETR  ARETR
Revenue from external customers  RESMIEFUA 7,748 10,150 1,080 1,110 8,828 11,260
AHRBATE/
Segment profit/loss) before tax (BB (9.217) (7.452) 41,697 (13,740) 32,480 2119)
Interest revenue LN 3 13 6 3 9 16
Interest expense Flext 830 522 - - 830 522
Depreciation and amortisation ~ HTE R4 5782 5,556 374 35 6,156 5911
020 solutions segment IDM solutions segment Total
020&#RFEAHH GRETRERASRSY
Unaudited Audited  Unaudited Audited  Unaudited Audited
REEH oz REEY EE FEEN 21
30June 31 December 30June 31 December 30June 31 December
2017 2016 2017 2016 2017 2016
2t R E ZB4FE IR E IBtE R
~B +-f AR 25 ~A T8
=tH =+-8 =tR =t+-B =tH =+-R
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARETT ARETR  ARETT ARETR  ARETR
Segment assets PBEE 116,359 121,774 33,626 35717 149,985 157,491
Segment liabilties pE (34179) (29734 (26,366) (79,007) (61,145)  (108,741)
Investrent in an associate R-HBERARE - - 3,146 3480 3,146 3480
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m" Smartac Group China Holdings Limited

NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
RSB B RRHET @)

2. Revenue and segment information 2. WARZ2EER (&)

(Continued)

(ii) Reconciliations of reportable segments (i)
revenue and profit or loss:

2D BUWARIEE LR

Unaudited
RESER
Six months ended 30 June

BEAA=TRLEAEA

2017 2016
S s
RMB’000 RMB'000

AR¥TR AREBTT

Revenue WA
Total revenue WA 8,828 11,260
Profit or loss B#
Total profit/(loss) of reportable segments 2 ¥ 242 #E /(&) 32,480 (21,192)
Unallocated amounts: v
Unallocated head office and AOMBHZER

corporate expenses TLEER (4,258) (3.261)

Consolidated profit/(loss) before tax 4R AT AIALE /(EiE) 28,222 (24,453)
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

2. Revenue and segment information 2. WARZZER (&)
(Continued)

Reconciliations of reportable segments EWMNHEERBEHE
assets and liabilities:

Unaudited Audited
RISER BEY
30 June 31 December
2017 2016
“E-tF —TRF
~A=+tA +ZA=1+—H
RMB’000 RMB'000

AR¥TR ARETT

Assets EE
Total assets of reportable segments EHNAEE 149,985 157,491
Unallocated amounts: PV
Unallocated head office and AOEETHERK
corporate assets PREEE 74,194 90,570
Consolidated total assets LRBEE 224,179 248,061
Liabilities af
Total liabilities of reportable segments  2#AHEEE 61,145 108,741
Unallocated amounts: vl el
Unallocated head office and ROMBIHWELK
corporate liabilities rEERE 1,680 1,833
Consolidated total liabilities TABEE 62,825 110,574
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m" Smartac Group China Holdings Limited

NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

KA

ERP M ERRME @)

2. Revenue and segment information
(Continued)

(iii) Geographical information:

The Group's revenue from external
customers by location of operations and
information about its non-current assets
by location of assets are detailed below:

2.

WARZEBER (&)

(iii) HEEH

REBRBIIBEL 2K
A (REEWEE D) KA
MIERBEENER (R4
EEE D) FamT

Unaudited
RESER
Six months ended 30 June
BERA=THLEAER

2017 2016
—E-tF —TRF
RMB'000 RMB'000
AR¥ETR AEETFT
Revenue A

The People’s Republic of China (“PRC") g AR ([*E )
except Hong Kong (TBREEE) 8,303 9,593
Hong Kong 0 39 1,117
Others Hity 129 550
Consolidated total revenue FEBRA 8,828 11,260

In presenting the geographical information,
revenue is based on the locations of the
customers.

The Group’s non-current assets are
substantially located in the PRC.
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PEEEERERERAT R

NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
RISERP M B RRMT @)

3. Profit/(loss) before tax 3.

Profit/(loss) before tax is arrived at after
(crediting)/charging:

BRBLATRIE,(&518)

AEEZHAFNE(BHE
GTA)/ B TFIEE -

Unaudited
REEXZ

Six months ended 30 June

BENA=THILEAER

2017 2016
—E—-t#F ZEREF
RMB'000 RMB'000
ARETR AREF T
(a) Other income: (a) W A -
Bank interest income HWATHBIA (9) (16)
Government grants BB (373) (94)
Net foreign exchange gain 0B 5 s 5 5 (12) (442)
Gross rental income from REMEMENHSE
investment properties LN (1,426) (966)
Value-added tax refund BETER (100) (535)
Others Hith (313) (313)
(2,233) (2,366)
(b) Finance costs: (b) FARERRA
Interest expenses on bank loans ERRFREEH
wholly repayable within BERZBITER
five years MEXH 430 522
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)

REEZPPMBRRME @)

3. Profit/(loss) before tax (Continued) 3.

BRBLATRIE,(B518) (@)

Unaudited
RISER

Six months ended 30 June
BZEAA=1THILAEA

2017 2016
—E—+F ZTRF
RMB'000 RMB'000
ARBTR AREFT
(c) Employee benefits expenses: () BIBFER:
Salaries, bonus and allowance e A RRE 13,791 16,260
Retirement benefit scheme RRERET BN
contributions 2,007 2,088
15,798 18,348
(d) Other items: (d) £t1EE :
Amortisation i
— prepaid land lease payments — T AEEK 28 28
- intangible assets -EREE 4,884 4,729
Depreciation e 1,296 1,153
Cost of inventories sold FEHEERK 659 123
Operating lease charges in BERETENE
respect of the office premises in K AR & 13 Y
Hong Kong and leasehold land REHEEER
in the PRC 1,370 2,306
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)

REEZPPMBRRME @)

4. Income tax (expense)/credit 4,

Income tax (expense)/credit has been recognised

in profit or loss as following:

e (BR) #H%

ERNERERNMGSHR (B
)/ EeunT

Unaudited
RIEER
Six months ended 30 June

BENA=THILEAER

2017 2016
S5
RMB'000 RMB'000

ARBTT ARETT

Current tax credit - Hong Kong FEBIEESR -

profits tax ERREH

Provision for the period BB - -

Over provision in prior year BEFEREERE - 86
Current tax expense - FHBIERX —

PRC enterprise income tax HEI G EMEH

("PRC EIT") (MBS EMER])

Provision for the period HREE - -

Under provision in prior year BEFERETR - (14)

- 72

Deferred tax expense EEREER

Provision for the period BB (2,054) -
Income tax (expense)/credit fie% (BR)#H% (2,054) 72

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

No provision for Hong Kong profits tax is required
since the Group has no assessable profit for the
six months ended 30 June 2017 and 2016.

BREREHRERABRLES
((REELHS]) MR KR
B AEEBASMNHESESR
RBRARSOERMEHR

HEZZ—tHRZZT—RFX
A=+HLEANEAR  AREER
WE R AT - M RLES
ST ERE -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

x

22

RER PR BRERME @

Income tax (expense)/credit
(Continued)

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

The new PRC EIT law (the “New Tax Law")
that was passed by the Tenth National People’s
Congress on 16 March 2007 introduced various
changes which included the unification of the EIT
for domestic and foreign enterprises at 25%. The
New Tax Law was effective from 1 January 2008.

BN Z2 B 28 RE BB R 19 B IR X Al (Smartac
Solutions (Suzhou) Limited (“SZYL")) was
recognised as an advance technology enterprise
(B HEMrZ) 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 required to apply for renewal every
three years from first year of approval. In 2014,
SZYL has renewed its status and was entitled the
preferential rate of 15% for the years ended 31
December 2014, 2015 and 2016. The EIT rate
was 25% from the year ending 31 December
2017 onwards.
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4. FR8% (BRA) #B% (&)

ANEBEE M E L RRTE M
W7 BERBAREEKE LR
BEMERKZBBRBEN -
R BB ] - 1R PR A B ROk
FHEBA -

FtEEEARREZEAER-F
TEFE=ZA+TABRBZHTE
EEMRSEE ((FBE]D 3IA
ZIEBY BEENERIE
CEZEEMBRBESR R
25% ° ZHBUER — TR N\F—
A—BER -

BN BB RO BR AR
(TH&EMNBH]) £ T ——F%
BRAERMENNE  TEZZ
——E—F—HEAEZA15%
MEEME . BZH15%ME
BHRE HINEBEGESEIE
BFRAT-FHAREAME
& o EZZT—UF - BRI A
ERR BNt #2=
T—NF - _E-—RHFR-_FT—
ANE+TZA=+—HIEFEHA
ZEI5%MERHRE - DEMB
BBERaHEHE—_ZT—tF+_-A8
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

RERP M BRRME @

x

Dividends

The directors do not recommend the payment of
an interim dividend for the six months ended 30
June 2017 (2016: nil).

Earnings/(loss) per share

(a)

(b)

Basic earnings/(loss) per share

The calculation of basic earnings/(loss)
per share attributable to owners of the
Company is based on the profit for the
period attributable to owners of the
Company of approximately RMB26,394,000
(2016: loss RMB18,189,000) and the
weighted average number of ordinary
shares of 4,762,033,424 (2016:
3,968,361,424) in issue during the period.

Diluted earnings/(loss) per share

No diluted earnings/(loss) per share is
presented as the Company did not have
any dilutive potential ordinary share during
the period ended 30 June 2017.

The exercise of the Group’s outstanding
share options for the period ended 30
June 2016 would be anti-dilutive for loss
per share.

’RE

BEEW TR

FRBERE_ZT—+

FRA=T B IERE R &5 B
B(ZE—RF &)

SRER (EE)

(a)

(b)

SREAER (EE)

KRB REEEFRER
BA(EE) TR E X
NEREEEIHRNEFD
A B #26,394,0007T (=
T—XNF:FRBARE
18,189,0007t) K IR B2
BT LA 2 N HE 1 &
4,762,033,424f% (= & —
7N 4 1 3,968,361,4240%)

SRBERR S (FE)
@ii7 tfﬁ/\ﬁ +

BIEXEARA  BRAR
BEREEBE Y ;@HX‘
FitAE2HRGREER
7, (EE) -

HE-_ZT—XFX
HIER@EA - 171
RITEHERERS
BEREEUER -

WI+

A=
AEH
Fk
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

7. Trade and other receivables 7. FEWERF R Hfih B

Unaudited Audited

RIBER LER

30 June 31 December

2017 2016

ZE—tE —E-RE

~A=+tH +ZA=1+—H

RMB'000 RMB'000

AR¥TR ARETR

Trade receivables JEUBR R 5,140 5,709
Less: Allowance B B (777) (770)
4,363 4,939

Advance payments to suppliers B EETE 272 404
Deposits %e 27,419 7,310
Prepayments SELE:S 862 1,305
Other receivables Hit YR 13,533 13,22
46,449 27,180
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

7.

Trade and other receivables (Continued)
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:

FEW BRI K EL b R UK SR (4%)
BREC AT

FEBEZFPNE S GETIAEE
FARE - ERHMR—RNN30
EIORZME - IEFPBEAM
AN - REE S RERFEH RS
BEMUR B ES c BER
BREEABSBRBRELETE
HiZEh -

RIBEZAE - NEEEUERR
(RRHRREE) ZREDITIT

Unaudited Audited

RESER LE&

30 June 31 December

2017 2016

—E-tE —TRF

~A=tR +ZA=+-H

RMB'000 RMB'000

ARET T ARETTT

Up to 3 months 3EAM 3,174 3,603
3 to 6 months 3Z6(EA 38 525
6 months to 1 year JENESES 649 682
Over 1 year 1A E 502 129
4,363 4,939
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

EZP M ERERMTE @)

The ageing analysis of the Group's trade
payables, based on the date of receipt of goods
or service consumed, is as follows:

8. Trade and other payables 8. ENERIRRHEMENR
Unaudited Audited
REER BER
30 June 31 December
2017 2016
—E—+tEF “E-RE
AA=tR +TZA=1+-A
RMB’'000 RMB'000
AR¥T R ARBTT
Trade payables TR 2,937 3,515
Receipts in advance from customers SR EN 2,952 747
Payables for construction costs and BERAREENE -

purchase of property, plant and equipment B KRB 2,904 2,658
Other payables Hi R 24,923 26,269
Accrued expenses EREBA 974 3,263
34,690 36,452

Ageing analysis BRI AT

RBERESZFRRSEE B AKE
2N Z REBEAITAAT

Unaudited Audited

RISER LE%

30 June 31 December

2017 2016

ZE—t& —E-RE

~A=tR +ZA=t+-A

RMB'000 RMB'000

ARET T ARETFTL

Up to 3 months 3EAR 849 1,772
3 to 6 months 3Z6(EA 32 1,577
6 months to 1 year 6lEAZIF 1,608 -
Over 1 year 1A E 448 166
2,937 3,515
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
RISERP M B RRMT @)

9. Bank loans

The analysis of the Group’s bank loans is as

AEBRTERDFTOT

follows:

Unaudited Audited
RESER LE&
30 June 31 December
2017 2016
—E—+fF TE-REF
~A=+tA  +ZA=+—H
RMB'000 RMB'000
ARET T ARETT

Secured bank loans repayable BR—ENERZ
within one year EAIIRITER 17,500 15,000

The Group’s bank loans are repayable within one
year. Bank loan of RMB2,500,000 is arranged
at fixed interest rate and exposes the Group
to fair value interest rate risk while amount of
RMB15,000,000 bank loans are arranged at
floating interest rates, thus exposing the Group
to cash flow interest rate risk.

As at 30 June 2017, the bank loans are secured
by:

- Charge over the building;

- Charge over the prepaid land lease
payments;

- Charge over the investment properties; and

- Personal guarantee provided by a director
of the Company (note 13(d)).

REBEZRITEFAER—FRE

# o RITERARE2,500,000

T LA B E ) 2 5T B R AR gk B

R R ENXRE R ﬁﬁ/\Efiﬁ

15,000,000 T8y R 1T B 3R AIIAE

%bﬂ <R I&t%\ﬁ%l%x
EE//MC' KRR o

RoZ—tFRA=+H " #17
ERATSIRE ER

- BFZEM:

- IEEENMRZER

- REMWMEZER K

- ARB-RBREFRHZME
AR (BFRE13(d)) -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

x

RER PR BRERME @

10. Equity-settled share-based

28

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 2017 and
the year ended 31 December 2016, no options
were granted under the New Scheme. No options
were outstanding as at 30 June 2017 and 31
December 2016.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

11. Share capital 11. B
The Company
NG|
Number Nominal value
of shares of shares
RAEAE RGEE
HK$'000
BT
Authorised: BE
Ordinary shares of HK$0.05 each SREERL0.0STHTER
At 1 January 2016, 31 December 2016, RZF-~§-A-A:
1 January 2017 and 30 June 2017 ZZEtZAET-R
“Z—+E-f-BRk
S Y = 8,000,000,000 400,000
Number ~ Nominal value  Nominal value
of shares of shares of shares
i € RGEE RGEE
HK$'000 RMB'000
BT ARETT
Issued and fully paid: ERTREAR
At 1 January 2016 RZE—"E—-A-A 3,968,361,424 198,417 178,589
Issue of shares upon placement RERETRN 793,672,000 39,684 35,478
At 31 December 2016, REF-AETZA=T-H-
1 January 2017 and 30 June 2017 —Z—+5-F-HRK
“T—tERAZTH 4,762,033,424 238,101 214,067
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

12. Commitments 12. &¥E
(a) Capital commitments (a) BEAREIE
Unaudited Audited
PE BEY
30 June 31 December
2017 2016
“E—tF —ERF
RA=tH TZA=1+-H
RMB'000 RMB'000
ARBT R AREFT
Property, plant and equipment 0% - BERRE
Contracted but not provided for BEOEREE 273 598
(b) Other commitments (b) HAthaiE
At 30 June 2017, the Group had certain RZE—+tF A=+
commitments in respect of the outstanding H ' REBFGUATRARH
capital contribution of the following ATRKEOESRBAES T &
companies: 7=
Unaudited Audited
REER BEZ
30June 31 December
2017 2016
“E—tF —ERF
AAZ+HR tZA=t+-H
RMB'000 RMB'000
AR¥TR AREFT
ERERREREER AT LERFEREREERAR - 1,800
ShopperConnect (Suzhou) Limited — #RMEEE SRR AR AT 600 1,600
Solomedia Digital (Shanghai) Limited 55 F#BAIE (18) BRAT 5,221 13,494
Solomedia (Yixing) Limited BTHHERE (B8) ARAR 22,622 23,390
PCS Carnegie Technology (Suzhou) — ZBERAEESRHE (BM)
Limited BRARA - 817
Haihai Travel Cloud Limited IR EE AR AR 4333 4,480
Cosmartec Limited REEEBMBRAR 26,103 26,988
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

13. Material related party transactions

(a)

(b)

(9]

(d)

13. EXBABLERS

Transactions with related parties (a) EHEEEE R 25
Unaudited
AEER
Name of Nature of 30 June 30 June
related parties Relationship transaction 2017 2016
—E-t& 2R
B A B RHME ~A=t+A ~A=tA
RMB'000 RMB000
AR¥TR ARETT
Zewei Information An associate Sale of an intangible - 950
Technology Company ~ —fEB{ & A 5]
Limited PE-REREE
LEEEESRMARAR
Service cost charged 1,358 943

S RIBRA

Due from a related party

The amount due from a related party is
unsecured, interest-free and repayable on
demand.

Due to directors

The amounts due to directors are
unsecured, interest-free and repayable on
demand.

Guarantees provided by related
parties for banking facilities

Details of guarantees provided by related
parties for banking facilities granted to the
Group are set out in note 9.

(b) FEUYR—REARET FRE

JE U — & BB 5 SRR I R
I B RERERE
B2 o

BNESHE

N & E R A EER

RBNANENRFEER -

BEDRRTHERE
RAER

(d)

BB R T AR E ZRTT
B B SRR R
9o
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
RISERP M B RRMT @)

13. Material related party transactions
(Continued)

(e) Key management
remuneration

personnel

13. EXBABLERS (#)

(e) TEEBAEHM

The remuneration of directors and other HANESERFIEERER
members of key management during the Ak B 2 FEn T
period was as follows:

Unaudited

REER

Six months ended 30 June
BERA=THLEAER

2017 2016
ZE—+tEF “E-RE
RMB'000 RMB'000
ARET R ARETTL
Short-term benefits TERIR 2,288 2,488
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

14. Fair value measurements 14. AREFTE

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.

RREEMSE2EE ZHRGE
B EEFRZTHEEBERK
M EEA G AINER - T
XEBEERBDAESRAENR
B BIEFTEARENGET
ESBBUD B=1EAR

F-E2E: AEETRNEE
REBZZARE
ERABERER
M5 ERE
(RIEFIEE) -

E_EZ2E: FEMBEN
WENUIN - BE
FEEEENKH
EERgHz2
e

E=E2H: BEXABTA
BB 28 -

AEBNBREERAHEE L

2 BB BRI = @R
BARELHEBER -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)

RERP M BRRME @

14. Fair value measurements (Continued) 14.

(a) Disclosure of level in fair value
hierarchy at 30 June 2017:

(a) R=F—tFARA=T
AR ESFREBK
B

Fair value measurements

DMEE
as at 30 June 2017 using:
RIZE-tEXA=TRER:
Description Level 1 Level 2 Level 3 Total
BR E-8 EZE $=8 @t
RMB'000 RMB'000  RMB'000  RMB'000
ARETR ARMTR ARETR ARYTR
Recurring fair value measurement:  EEMAAEE
Investment properties REMENE
~ Commercial PRC Sl - - 54,700 54,700
Fair value measurements
DAEHE
as at 31 December 2016 using:
RoF-RET A=t ARA
Description Level 1 Level 2 Level 3 Total
8 F-E F-E F=E &t
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETR
Recurring fair value measurement:  £EEHAAEHE -
Investment properties REMNE
- Commercial PRC i EES - - 54,000 54,000
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

KA

ERP M ERRME @)

14. Fair value measurements (Continued)

(b) Disclosure of valuation process

used by the Group and valuation
techniques and inputs used in fair
value measurements at 30 June
2017:

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
properties at 30 June 2017 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, an independent
firm of chartered surveyors.

14.

DNREFE (&)

(b)

rEBRANGEERRF
MR=F—tFAAZ=
THAARBETEERN
fEET AR S BN E
=

FEENMBHEEATY
BRMAENEERBE

AT

NREFE BEE-E
RABERE - WBBREER

ERAEEGERZELAN
B 81BN - M5 E M
BE=zg8FRIMIRE
AwmihEEFEaRER -

HRE=ZBLAREFE

REE-REIEEFR
AHERERNIIH#TT
BEENGHEZTFETE

=
=-°

RZZE—-—EEXA=+
B AEBREMMEZ
RAETIRBRAE AR
EfEE B AREED
G zHS KR FER
RBEEMSFAREZHE
WA FE - LHBEER
EREBERAEHESDN
ER - ZftER B
RRFAEmTh ENGA
BRARETT -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

x

15.

RER PR BRERME @

Significant investments, acquisitions
and disposals

On 5 January 2017, the Group through its
non-wholly owned subsidiary entered into a
conditional sale and purchase agreement with a
director of a non-wholly owned subsidiary, Evolve
Consulting Limited (“Evolve”), to dispose of the
Group's entire 51% equity interests in Evolve and
its subsidiary, which engaged in the provision
of IT related services, for a cash consideration
of HK$3,950,000 (equivalent to approximately
RMB3,553,000) (the “Disposal”). As at 30 June
2017, the Group held 12.75% of the equity
interests in Evolve and its subsidiary and the
Disposal will be completed by 31 December
2017.

On 10 June 2017, the Company has entered
into a memorandum of understanding in respect
of the proposed acquisition (the “Proposed
Acquisition”), details of which are set out in
the announcement of the Company dated 11
June 2017. The Company is in the course of
conducting due diligence review on the target
group and will commence negotiation on the
terms and conditions of the formal agreement
in relation to the Proposed Acquisition. Further
announcement in respect of the Proposed
Acquisition will be made by the Company in
the event that any formal agreement has been
signed.

Saved for the above, the Group did not have
any other significant investments, material
acquisitions and disposals during the period.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

16. Non-adjusting events after the 16. RIFEHEARLAR 2
reporting period E=S |
On 30 June 2017, SZYL entered into a sale and RZFE—tFRA=+AH - &M
purchase agreement with a connected person for i Eﬁi LA ATEI LB E W
the disposal of 100% equity interest of its wholly CHEEZEAWE AR EHIMN
owned subsidiary, Lucy Robotics (Suzhou) Limited /J\fﬁﬁé%%%}\ﬁlﬁ’& A1100% 2 &
for a cash consideration of RMB500,000 and a - ReRERARE500,000
contingent consideration of RMB2,000 per robot TRBAZE—+FE_T_TF
sold by the purchaser in the 3-year period from —FHHEFSHE—AHREA
year 2017 to year 2020. The transaction was 15 A ER N BB S A RB AR
completed on 14 July 2017. 2,0007C c R HGHR_T—+F

tA+TmAREL -

Saved for the above, there were no material B EXFTiE SN - RIS ERRE R
non-adjusting events after the reporting period. WS KRR 2EE -

17. Contingent liabilities 17. ARAE
The Group did not have any significant contingent REBR-_Z—tFA=TH
liabilities at 30 June 2017 (31 December 2016: WEEMERIAREE (ZF—
nil). NFE+ZA=+—H: &)

18. Comparative figures 18. LE#HTF
The expenses presented in the condensed KBAEEBRRNES  EFR
consolidated statement of profit or loss and ﬁﬁ#ﬁ%i&ﬁﬂ’ﬂ%ﬁ%ﬂﬁfﬁﬁ%
other comprehensive income have been changed SHR MR8 m E H A
from the dlassification by function to classification i@”ﬂ( SRMEHE RIREESD
by nature as the directors consider that the mES LR ESE -
new presentation is more appropriate to the
financial statements following the Group’s
current business.

19. Approval of the unaudited Interim  19.

Financial Statements

The unaudited Interim Financial Statements have
been approved and authorised for issue by the
Board on 31 August 2017.

it JfE R AR TR P A B S
kS

RZZ—+FN\A=+—H &
EECHERBRETIEREERX
hHR K
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWR D

Caution regarding forward-looking
statements

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

Review of results and operations

Business Review

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.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEENWMR DN (@)

Review of results and operations (Continued)
Business Review (Continued)
020 solutions segment

The Group continued to deliver 020 services to
various clients such as shopping malls, retail shops
and exhibition centres by providing social customer
relationship  management platforms, big data
management and maintenance service for effective
implementation of more targeted promotion and
marketing activities to improve business performance.
The Group also helped the clients to analyse customers’
consumption habits from the data captured in the
social customer relationship management platforms so
as to help its clients to design more effective marketing
strategy to attract customers in order to drive sales.
Besides, the Group also provided maintenance services
for the voice recording system, call center system and
social customer relationship management platforms
in the period.

IDM solutions segment

The Group continued to provide free Wi-Fi access
to users in major business areas in Shanghai and
in the designated stores of Tianjin China Resources
Vanguard Limited. Besides, the Group also continued to
develop the WeChat payment business in Hong Kong
to provide services for retail and catering businesses
in the application and technological docking for
WeChat payment service and application for WeChat
public accounts during the period. However, due to
high operating costs and low revenue generated, the
Group has terminated the Wi-Fi operations for railways
under Guangzhou Railway (Group) Corporation,
Beijing Railway Administration and Lanzhou Railway
Administration in late of June 2017.

EERKERR (&)
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O208F % T 57755
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEENWMR DN (@)

Review of results and operations (Continued)
Financial Review
Revenue

For the six months ended 30 June 2017, the Group's
revenue was approximately RMB8,828,000, a 21.6%
decline from the same period of last year. The decrease
was mainly due to the drop of revenue in 020
solutions segment upon disposal of non-wholly owned
subsidiaries in the 020 solutions segment in November
2016 and January 2017.

Hardware, telecom and direct operation costs

Hardware, telecom and direct operation costs consisted
of hardware cost, software cost, installation cost,
telecom operation cost, advertising and promotion
cost and other direct costs incurred for 020 solutions
segment and IDM solutions segment. The amount
increased by 7.3% to RMB4,860,000 from the same
period of last year mainly due to the full period effect
of the service cost paid for Shanghai Wi-Fi operations
and system development cost of WeChat payment
platform in the current period.

Employee benefits expenses

Employee benefits expenses decreased by 13.9% to
RMB15,798,000 from the same period of last year
mainly due to drop of headcounts upon disposal of
non-wholly owned subsidiaries in the 020 solutions
segment and termination of railway Wi-Fi operations
in the IDM solutions segment.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEENWMR DN (@)

Review of results and operations (Continued)
Financial Review (Continued)
Other operating expenses

Other operating expenses mainly represented auditor’s
remuneration, legal and professional fee, business
development costs, office rental expenses, travelling
expenses and other office expenses. The amount
dropped by 9.3% to RMB9,207,000 from the same
period of last year was mainly due to decrease in
travelling expenses and office expenses with effective
cost control imposed by the Group in the current
period.

Reversal of provision for onerous contracts

Provision for onerous contracts of RMB50,575,000
made for the year ended 31 December 2016
represented the commitment for the long-term
prepayments regarding the operation of wireless
network at railway stations in the IDM solutions
segment for the forthcoming years. Upon the signing
of termination agreements by the Group in late of June
2017 to terminate the Wi-Fi operations for railways
under Guangzhou Railway (Group) Corporation,
Beijing Railway Administration and Lanzhou Railway
Administration, the commitment was released and
therefore the provision was reversed in the current
period.

Income tax (expense)/credit

Income tax expense of RMB2,054,000 represented
deferred tax expense recognised for the current period.
The balance increased significantly from the same
period of last year due to the effect of increase in EIT
rate of SZYL from 15% to 25% in the current period
as SZYL was no longer entitled to enjoy an income tax
concession at preferential rate of 15%.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEENWMR DN (@)

Review of results and operations (Continued)
Financial Review (Continued)
Property, plant and equipment

Property, plant and equipment decreased by 12.2% to
RMB9,420,000 from 31 December 2016 mainly due
to depreciation expenses incurred with no significant
additions or disposals in the current period.

Intangible assets

Intangible assets represented software development
costs for the self-developed software of 020
solutions segment. The balance declined by 20.6%
to RMB30,911,000 from 31 December 2016 mainly
due to amortisation expenses of RMB4,884,000 and
write-off of intangible assets of RMB3,125,000 in the
current period.

Trade and other receivables

Trade and other receivables increased by
RMB19,269,000 from RMB27,180,000 as at 31
December 2016 to RMB46,449,000 as at 30 June 2017
mainly because of earnest money of approximately
RMB21,752,000 (equivalent to HK$25,000,000)
paid for the Proposed Acquisition upon signing of
memorandum of understanding by the Company with
a vendor on 10 June 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEENWEkD N &)

Review of results and operations (Continued)

Prospects

Looking ahead, the Group will continue to provide
tailor-made solutions to customers’ Wi-Fi systems.
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
continue to actively explore strategic opportunities to
expand its business through various means such as
technological cooperation, joint ventures and merger
and acquisition.

Liquidity and financial resources

As at 30 June 2017, the Group's bank and cash
balances were approximately RMB67,197,000 (31
December 2016: approximately RMB99,953,000) and
bank loans were RMB17,500,000 (31 December 2016:
RMB15,000,000). All bank loans were denominated
in Renminbi and repayable within one year. Bank
loans of RMB2,500,000 (31 December 2016:
RMB3,000,000) and RMB15,000,000 (31 December
2016: RMB12,000,000) were arranged at fixed interest
rates and floating interest rates respectively. The bank
loans were secured by charge over the land, building,
investment properties and personal guarantee provided
by a director of the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEENWMR DN (@)

Liquidity and financial resources

(Continued)

As disclosed in 2016 annual report, the Company
had completed the placing of 793,672,000 ordinary
shares on 15 December 2016 which generated a net
proceed of approximately RMB72,193,000 (equivalent
to approximately HK$80,750,000), which was mainly
used as general working capital for existing business
and for investment of new business in the upstream
and downstream of the Group's principal business if
opportunities arise.

As at 30 June 2017, the aforesaid net proceed has
been applied as follows:

RBESRPHRER (&)

BRE-_Z—AFEREMEE R=
Z-R"F+_A+HBARRRZKT
fic £793,672,0000% & @A% - E L FT
B\ FHELHARET2,193,0007T
(#1518 #80,750,0007T) * F &
BEREEK —REBEES TR
eI AEREEAEEFEE
TEFARRM B M TR -

BE-ZT-—LFRA=+H L
SRIEFEEBEATAE

Intended use Actual use
of proceeds of proceeds
FIBRIEZ FIBRIEZ
BER® BRA®
HK$'000 HK$'000
BT T BT T
(i) General working capital for —MRZEES 80,750 9,000
existing business (for both (i) and (ii))
(i) Investment of new business 1% & BIAEE F T (i) & (i) &&H 25,000
in the upstream and TEARBEE AT
downstream of the TEETETS
Group's principal business
(iiiy Unutilised balance KRIEFAEREE - 54,850
Total &5t 80,750 80,750
The above mentioned uses are consistent with the  FiipiEIBEZ BERABRE T —X

intended use of proceeds as disclosed in 2016 annual
report. The Group will constantly evaluate its business
plan and may change or modify plan against the
changing market condition to attain sustainable
business growth of the Group. All the unutilised
balances have been placed in licensed banks in Hong
Kong and the PRC. The unutilised balances will be
applied by the Company for the Proposed Acquisition
(should the Proposed Acquisition materialized) and for
general working capital of the existing business.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEENWMR DN (@)

Liquidity and financial
(Continued)

resources

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.
Adjusted capital comprises all components of equity
attributable to the owners of the Company. As at 30
June 2017, since the cash and cash equivalents was
over total debts, the net debt-to-adjusted capital ratio
was not applicable (31 December 2016: 2.52%). It is
the Group's strategy to keep the net debt-to-adjusted
capital ratio as low as feasible.

Human resources

As at 30 June 2017 the Group had a total of
approximately 82 employees (As at 30 June 2016:
approximately 198 employees). Employee benefits
expenses (including directors’ emoluments) for the
period were approximately RMB15,798,000 (30 June
2016: approximately RMB18,348,000). Employees were
remunerated based on their performance, experience
and prevailing industry practice. Bonuses and rewards
might also be awarded based on individual staff
performance and in accordance with the Group's
overall remuneration policies. The Group’s management
reviewed the remuneration policies and packages on
a regular basis. The Remuneration Committee of the
Company’s Board is responsible for overseeing and
reviewing the remuneration packages of the directors.

Foreign exchange exposure

Major subsidiaries of the Group operate in the PRC and
most of the transactions are denominated in RMB. As
certain of the Group’s monetary assets and liabilities
are denominated in Hong Kong dollars (“HK$"), United
States dollars (“US$"”) and Korean won (“"KRW"), any
significant exchange rate fluctuations of HK$, US$,
and KRW against RMB may have financial impacts
to the Group. Currently, the Group does not use
any derivative financial instruments. Nevertheless, the
Group will review the risk from time to time and take
response measures if necessary.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEEHWE DT &)

Pledged assets

As at 30 June 2017, the following assets of the Group
were pledged as securities, among others, for the
banking facilities granted by its bankers:

(iii)

(iv)

Charge over the building with carrying amount of
approximately RMB5,848,000 (31 December 2016:
approximately RMB6,042,000);

Charge over the prepaid land lease payments
with carrying amount of approximately
RMB2,146,000 (31 December 2016: approximately
RMB2,174,000);

Charge over the investment properties with fair
value of approximately RMB54,700,000 (31
December 2016: approximately RMB54,000,000);
and

Personal guarantee provided by a director of the
Company.

Contingent liabilities

As at 30 June 2017, the Group had no material
contingent liabilities (31 December 2016: nil).
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OTHER INFORMATION
Hitt & ¥

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

As at 30 June 2017, the interests and short positions of
the Directors and the chief executive of the Company
in the shares, underlying shares and debentures of
the Company or any associated corporations (within
the meaning of the Securities and Futures Ordinance
("SFO") which (a) were required to be notified to the
Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests and
short positions which the Director is taken or deemed
to have under such provisions of the SFO); or (b) were
required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein; or (c) were
required, pursuant to the Model Code to be notified to
the Company and the Stock Exchange were as follows:

Long positions in the shares

TEEREEERERAT S

EERREITRAERALT
REMEEE 2K - HER
IREEETHNESER KR

R-ZZE—+tEXA=+H " ARFE
EREEITHRABRARRSAEMAE
BOEE (TR REHF LSRN ([#
HRBE®RH ) 28k Hm - ARG
REEFEFPESGQBEESFRBEK
BIEXVELSET7 8D EBME R AT K
BRIz RAR (BREBEES
MEEENBEBEXESHRAERE
BB 2w KR (b IRIKE
5 R EIE G M 3528 B E BN ZR
FEffE s zEam kAR R(OR
BIZETRAME AR KRBT
ERERARIT

R 2R

Number of Shares

R EE
Approximate
percentage
Name of Personal Other Total of total
director Capacity interest interest interests share capital
NIGERAE
EREEE 227 N Hiigs R ADk
Yang Xin Min Beneficial 592,573,880 - 592,573,880 12.44%
HHE i
Yang Zhen Beneficial 1,336,000 - 1,336,000 0.03%
Kwan Che Hang Jason Beneficial 131,413,304 - 131,413,304 2.76%
(note 1)
BEE (FizE1) i
Cheng Faat Ting Gary Beneficial - 200,000 200,000 0.004%
(note 2)
BT (M2) B

2017 HEARE 47



m" Smartac Group China Holdings Limited

OTHER INFORMATION (Continued)
Hitt&¥ &)

Directors’ and chief executive’s interests EENRESTHRAERAAF
and short positions in the shares, RHEMEBREZEZRKR® - HER
underlying shares and debentures @ REEFHIHNEZRAR
of the Company and its associated (#&)

corporations (Continued)

Notes: et -

1. The 131,413,304 shares comprises (i) 792,000 shares 1. 131,413,304 H BREBBEEE

held by Mr. Kwan Che Hang Jason directly; and (ii) SeHEEEIFARI792,0008% /8% 5 ¢ (i)
130,621,304 shares held by China Software Services B BEEERE (ER) BRAF ([
(Holdings) Limited (“CSS”). Mr. Kwan Che Hang Jason BE 4 ]) HHE130,621,30488 %19 -
is the controlling shareholder of CSS and therefore is HREAEELSERTEEM 2 ERK
deemed to have an interest in the 130,621,304 shares. B MU ATER%130,621,3048 8815
FEEA R o

2. The 200,000 shares are held by the spouse of Dr. Cheng 2. F/R#%200,000% B {H &8 T L2
Faat Ting Gary and therefore Dr. Cheng Faat Ting Gary is RBAEE MBETHLIRRAE
deemed to have an interest in the 200,000 shares. 7%200,000& AR A P A A o
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OTHER INFORMATION (Continued)
Hitt&¥ &)

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

As at 30 June 2017, so far as was known to the
Directors and the chief executive of the Company, the
following persons had an interest or short position
in the shares and underlying shares in would fall to
be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or who were,
directly or indirectly, interested in 5% or more of the
nominal value of any class of share capital carrying
rights to vote in all circumstances at general meetings
of the Company or any other member of the Group.

Long positions in the shares

TEEREEERERAT S

FERRRADF KRG KM
BAROPHESER XA

RZZE—EFRA=ZTHE  BHEARF
EERESTTRAERM - ATAL
BERRO RAERD P 2 BEIAE
R AR IR 8 75 S B 15 D X VED2 123
DEZEXAARRRE - HEEK
MEEAK AR AN EABER T E
ARBAHIAEEETAEMKERFLZ
BERAE LREZ EFERRRAEE
5%k A b2 s e

Btz R

Number of shares

ROHE

Approximate

percentage

Name of Personal Total of total

shareholder Capacity interest interests  share capital

ESEEECE &S

IR E E8%) NG BrEs Bk

Yang Xin Min Beneficial 592,573,880 592,573,880 12.44%
R B

HK DYF Int'l Holding Beneficial 260,536,000 260,536,000 5.47%

Group Limited
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BRAA]
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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 2017, no options
have been granted under the New Scheme. No options
were outstanding as at 30 June 2017 and 31 December
2016.

Purchase, sale or redemption of listed
securities

Neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s
listed securities during the six months ended 30 June
2017.
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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 2017, 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 2017,
the Company has complied with the Code on
Corporate Governance Practices as set out in Appendix
14 to the Listing Rules 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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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 2017.

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 2017.

By order of the Board
Yang Xin Min

Chairman

Hong Kong, 31 August 2017
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