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The Board of Directors (the “Board"”) of Smartac Group
China Holdings Limited (the “Company”) presented
the unaudited consolidated results of the Company
and its subsidiaries (the “Group”) for the six months
ended 30 June 2018 together with the comparative
figures. The condensed consolidated interim financial
statements (the “Interim Financial Statements”)

hTEEREEERERAR ([F2
ADEEe ((EE8)) 225X
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“E-N\FRA=TRLEREANK
RECESERERLBET - A5
FkRa P BY R ([ 2 5 #5358
®]) RREZ  BRARAEZRZRE
gFH -

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

HRREESREE 2 E R ER

For the six months ended 30 June 2018 &%= = ZF— \F XA =+ HiF/~ A

Unaudited
RISER
Six months ended 30 June

BEAA=THLEAER

2018 2017

-0\ CZEtF

Note RMB'000 RMB'000

M AR®Tn ARETR

Revenue WA 3 10,558 8,828
Fair value gain of investment properties REUMEA R ERER 200 700
Other income HigA 4a) 3,867 2,233
Hardware, telecom and direct operation costs B « BE REHLLHA (2,407) (4,860)
Employee benefits expenses BIRAER 40) (12,659) (15,798)
Other operating expenses HinG=28MR (6,828) (9,207)
Depreciation nE 4(d) (1,008) (1,29)
Amortisation of intangible assets B EESH 4(d) (3.352) (4,884)
Reversal of provision for onerous contracts BREaORERD = 50,575
Provision for capital gain tax BREEREE (300) =
Gain on disposal of a subsidiary HE B A A S 2,695
(Loss)/profit from operations &2 (B8),/ 88 (11,929) 28,986
Finance costs BB 4(b) (293) (430)
Share of result of an associate EE—EBEAREE (#19) (334)
(Loss)/profit before tax BRBiAT (B518), /B 4 (12,641) 28,222
Income tax credit/(expense) FEREe /(BH) 5 696 (2,054)
(Loss)/profit for the period R (B8) /&7 (11,945) 26,168
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME (cContinued)

PGS Bl EMmEmEmkER &)

For the six months ended 30 June 2018 &

EE-NFNA=FHIEANEA

Unaudited
REEK
Six months ended 30 June

HBEAA=THIEAER

2018 2017
“E-\F ZCZT—tF
Note RMB'000 RMB'000
M  AR®Tn ARETT
Other comprehensive income: Hib2mEkE
Items that will not be reclassified to profit NTED vy B
or loss: BmiEa
Fair value changes of equity investments at AR B A
fair value through other comprehensive HEit 2EBENORARE
income (FVTOCI) AREET) 1,000 =
Items that will be reclassified to profit or loss: BEFAEZ BB
Exchange differences reclassified to profit REEBARREN
or loss on disposal of a subsidiary SEERENERESR = 41)
Exchange differences on translating BERINESEEN
foreign operations ERER (439) (2,741)
Other comprehensive income for the period, HREM2E S (B#%)
net of tax 561 (2,782)
Total comprehensive income for the period ~ HIR2E 3545 (11,384) 23,386
(Loss)/profit for the period attributable to: S\ T ALE(EER (B518) /
Pl
Owners of the Company RDAIRE (9,911) 26,394
Non-controlling interests R ES (2,034) (226)
(11,945) 26,168
Total comprehensive income for ATATEESHAZE
the period attributable to: W%
Owners of the Company ADAIRE (9,338) 23,678
Non-controlling interests FEERES (2,046) (292)
(11,384) 23,386
(Loss)/earnings per share Bk (B8)/ &7
Basic (cents) BEX (ARES) 7(a) (0.21) 0.55
Diluted (cents) & (ARES) 7(b) (0.18) 0.55
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL
POSITION

ERSRE PR R

At 30 June 2018 R—ZFE—NEFENNHA=+H

Unaudited Audited

RSER K27

30 June 31 December

2018 2017

—E-N\§ —T—+F

~A=+tH +=A=t+-H

Note RMB'000 RMB000

MiaE ARETR ARETT

Non-current assets FRBEE
Property, plant and equipment WE - BEREE 7,850 8,793
Investment properties REMME 56,800 56,600
Construction in progress IR 12 13
Prepaid land lease payments THAEERNR 2,034 2,062
Goodwill HE 59,883 59,883
Intangible assets ERAE 36,814 40,166
Investment in an associate R—TREEARRE 2,628 3,047
Equity investments at FVTOC| UAREEA
Hin 2 EWEARARE 2,800 -
Available-for-sale financial assets AfHESREE - 1,800
168,821 172,364
Current assets REEE
Prepaid land lease payments T BEEIR 56 56
Other investments HitE S 1,000
Inventories FE 1,689 1,857
Trade and other receivables FEURER TR I E A MR 8 32436 49,488
Due from related party JE — B A 14(b) 83 744
Due from non-controlling interest [l €= Fab e 21 20
Pledged bank deposits EHEREITER = 19
Cash and cash equivalents BeLBEEEY 26,206 20,532
60,491 73,716
Current liabilities RBEE
Trade and other payables ERERRRE MR 9 25,349 25,460
Contingent shares payables ANERA 8,513 5,941
Due to directors EREETE 14(0) 134 9%
Due to related parties eI RRR 500 14(b) 5804 5487
Bank loans BITER 10 10,000 10,500
Current tax liabilities EHHBEEE 685 4,578
50,485 52,062
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL

POSITION (continued)

ERGRE BRI R &)

At 30 June 2018 R=F—\F~HA=1+H

Unaudited Audited
REER K27
30 June 31 December
2018 2017
—E-N\F —T—+F
~A=+tH +=A=t+-H
Note RMB'000 RMB000
Firsx ARET T ARETT
Net current assets RBEETHE 10,006 21,654
Total assets less current liabilities BEERRBEE 178,827 194,018
Non-current liabilities FRBER
Contingent shares payables FER kAR D 12,136 20,547
Deferred tax liabilities EEFIBERE 22,181 22,991
34,317 43,538
NET ASSETS FEE 144,510 150,480
Capital and reserves EXRf#E
Share capital AR 12 216,621 214,067
Reserves B (117,780) (111,296)
Equity attributable to owners AARIREEEER
of the Company 98,841 102,771
Non-controlling interests R 45,669 47,709
TOTAL EQUITY BRER 144,510 150,480
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN

EQUITY
GLZE
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AL MEA

SREEEBHR &

For the six months ended 30 June 2018 #Z—=Z— /1 F A

N

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN

EQ UITY (continued)
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
ERGERERER

For the six months ended 30 June 2018 #Z=ZF— \F XA =+HIEEA

Unaudited
RISERZ

Six months ended 30 June
BZEAA=1THIAEA

2018 2017
—B-NE —T—tF
RMB’000 RMB’000

ARTT ARETT

Net cash generated from/(used in) wEEBEE (FR)

operating activities ZEES 3,386 (37,115)
Net cash generated from KREEHEEZFRE
investing activities 3,088 5,394

Net cash (used in)/generated from RYEER) GER),ELE

financing activities ZEES (593) 2,070
Effect of foreign exchange R B
rate changes (207) (3,105)

Net increase/(decrease) in cash and Be MREEEY

cash equivalents #m,Crd) FEE 5,674 (32,756)
Cash and cash equivalents R—A—BZzB&R

at 1 January NWEEEY 20,532 99,953
Cash and cash equivalents RANA=+BZEHER

at 30 June WEEEY 26,206 67,197
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS
AREEZ T BT BERRM

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

The Interim Financial Statements should be read
in conjunction with the 2017 annual financial
statements. The accounting policies and methods
of computation used in the preparation of the
Interim Financial Statements are consistent
with those used in the Group’s annual financial
statements for the year ended 31 December 2017
except as stated below.

The Interim Financial Statements have been
prepared under the historical cost convention,
unless mentioned otherwise (e.g. investment
properties and certain financial instruments that
are measured at fair value).

VAT M FE R A AR o BB T SRR i —

BB -

. RREE

RRRTIREBERERS R BER
—EERFL A+ \BERSER
EEMRIASZHBEBERITE -
AP B HREDREER SR
HAUZEe ((BREERNES
g) BANBEE S ER ([EE
BETERA ) F345% (P B ISR
E)UNEBBBERZAERRA
A WA (T EWRA]) #1958
B ERE MRS -

AP EBRRER T —+F
FEVBBER—HBE - RAT
Ptz 8 #R SN R BB IS R R
PR 2 &5t BUR Gt B A 8
FEEBE-_Z—tHF+-A=
T-BUEFEZEFEMBRERA
REE-—Z-

BEEMMtE (IRE Y ERE
TRAREAEZEHIA) 5N
A rp HA B T SRR B R R K AN
AfREL -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

&

2.

R e

Adoption of new and revised
International Financial Reporting
Standards

In the current period, the Group has adopted
all the new and revised International Financial
Reporting Standards (“IFRSs”) issued by the IASB
that are relevant to its operations and effective for
its accounting year beginning on 1 January 2018.
IFRSs comprise IFRSs, IAS and Interpretations.

The Group has initially adopted IFRS 9 Financial
Instruments and IFRS 15 Revenue from Contracts
with Customers from 1 January 2018. A number of
other new standards are effective from 1 January
2018 but they do not have a material effect on the
Interim Financial Statements.

IFRS 9 Financial Instruments

IFRS 9 replaces the provisions of IAS 39 that relate
to the recognition, classification and measurement
of financial assets and financial liabilities,
derecognition of financial instruments, impairment
of financial assets and hedge accounting.

The adoption of IFRS 9 from 1 January 2018
resulted in changes in accounting policies and
adjustments to the amounts recognised in
the financial statements. As permitted by the
transitional provisions of IFRS 9, the Group was
elected not to restate comparative figures. Any
adjustments to the carrying amounts of financial
assets and liabilities at the date of transition were
recognised in the opening retained earnings of the
current period.

The adoption of IFRS 9 resulted in the following
changes to the Group’s accounting policies.

2.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
REEXP MK RRMETE @)

2. Adoption of new and revised
International Financial Reporting
Standards (Continued)

IFRS 9 Financial Instruments (Continued)

(a) Classification and measurement

From 1 January 2018, the Group irrevocably
designates unlisted equity securities previously
classified as available-for-sale financial assets
to be equity investments at FVTOCI. Fair value
gains and losses on such equity investments
are recognised in other comprehensive income
and there is no subsequent reclassification of
fair value gains and losses to profit or loss
following the derecognition of such equity
investments. Dividends from such equity
investments continue to be recognised in profit
or loss as other income when the Group's right
to receive payments is established.

As permitted by IFRS 9, the Group has
designated such equity investments at the
date of initial application as measured at
FVTOCI. As a result, previous impairment
losses of available-for-sale financial assets
of approximately RMB2,194,000 and
approximately RMB6,000 were adjusted in
the opening retained earnings and opening
non-controlling interests respectively to FVTOCI
reserve. Since the carrying amount of available-
for-sale financial assets was close to its fair
value, no fair value adjustment was made at
1 January 2018. Available-for-sale financial
assets of RMB1,800,000 was then reclassified
to equity investments at FVTOCI. The fair value
of equity investments at FVTOCI as at 30 June
2018 was RMB2,800,000 and thus a fair value
gain of RMB1,000,000 was recognised in the
other comprehensive income in the Current
Period.

AN T BT K A4S RT B BR B
BWREER (&

B B B 7 3R 5 2R B S5 05 & Al
TA (&)

(a) PERE

RZE—N\F—A—H &
BT HE SR ESE AT
HHESREE 2 IELTRA
BHIET AR ER AR
2EBEORAEE - 2SR
AEE Z DR EWRE R EER
Hi2mkawER - BR%E
BAZEL ILHERE - HED
AREREREEERERHE
Ti8% - AERAELEHRE
T 7K S5 [ Wi B R I MO HE ) 2
M BENEBETRRAH
B A -

e BB B 75 R A 22 B SR O8R A
ANBERAT AEEERE
RERBHBZERANEE
AR A EEF A H A 2w Uk 2
P2 BHit AP ESH
BEZHTREBEHAR
#2.194,000T & 9 A R ¥
6,0007T 7 B AR EA 9)4R B8 & A
NEAVSEIE AR 2 R R &= A
AR EFAHMBEZERSARE
Ho-BARAREESRHEEDN
FRBERIEAAE R
T N\E—A—8  FEMEH
ARAERAE - AIHEESHE
E AR®1,800,000cE% S
FoBEEN AR EFFARLME
AR ARE - BT —
NERA=Z+H U2AAR
FAEMEEKEABRARE
ZAREARARE2,800,000
7T B AE R R EEA
R #1,000,0007T R E b 2 &
WS R -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (continued)
REEZPHM KRR T @)

2. Adoption of new and revised 2.

International Financial Reporting
Standards (Continued)

IFRS 9 Financial Instruments (Continued)

(b) Impairment

IFRS 9 requires the Group to recognise and
measure either a 12-month expected credit
loss or lifetime expected credit loss, depending
on the asset and the facts and circumstances.
The Group adopts to recognise and measure
lifetime expected credit loss on financial assets
and the adoption of new impairment model
as at 1 January 2018 have not resulted in
material impact on the carrying amount of
the Groups' financial assets and no adjustment
was made in opening retained earnings at 1
January 2018.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

&

2.

R e

Adoption of new and revised
International Financial Reporting
Standards (Continued)

IFRS 15 Revenue from Contracts with
Customers

IFRS 15 establishes a comprehensive framework for
recognising revenue from contracts with customers
and replace the existing revenue standards, IAS
18, Revenue, which covers revenue arising from
sale of goods and rendering of services, and
IAS 11, Construction Contracts, which specifies
the accounting for revenue from construction
contracts. IFRS 15 is effective for annual periods
beginning on or after 1 January 2018. The
standard permits either a full retrospective or
a modified retrospective approach for the
adoption. The Group adopts the standard using
the modified retrospective approach which means
that the cumulative impact of the adoption will
be recognised in retained earnings as of 1 January
2018 and that comparatives will not be restated.
Based on the assessment completed to date, the
Group has identified the following areas which are
expected to be affected:

(a) Timing of revenue recognition

Under IFRS 15, revenue is recognised when
the customer obtains control of the promised
good or service in the contract. IFRS 15
identifies 3 situations in which control of the
promised good or service is regarded as being
transferred over time:

a) When the customer simultaneously
receives and consumes the benefits
provided by the entity’s performance, as
the entity performs;

b) When the entity’s performance creates or
enhances an asset (for example work in
progress) that the customer controls as
the asset is created or enhanced;

2. BRANETE] W AR5 5T B FR Bt

BIREXAER (&

B PR B 35 3R 5 2R R B 15557 2R B
EFEHHBA

B BB R 45 2E R BB 155R B AL
T—AERREBFAHBAN
REBRE THRREMKRAZE
Al BRI ERE 185 — WA
CREHESERMRERBEED
WA) RBEB SR HE115E —
BEAK RETEEAHKRAR
SETERIE) - BRI EERE RS
1SR - NF—F—Bz%x
BB EE B AR - ZEL
AEFAEEBPREEHRZ BB
FREM - REEUEIERZE
WA RWZER - BEREAN
EREBER_Z—NE—R—
BERBAFNFERAE LRSI
BATFEY - REES TR
e AEEDHAATHEHRE S
fall=Z 3= ] =

(a) WARERR 2K

RHE BB B B iR &5 R 515
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R BB G YERIE 155
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
REEXP MK RRMETE @)

2. Adoption of new and revised 2.
International Financial Reporting
Standards (Continued)

IFRS 15 Revenue from Contracts with
Customers (Continued)

(a) Timing of revenue recognition (Continued)

¢) When the entity’s performance does
not create an asset with an alternative
use to the entity and the entity has
an enforceable right to payment for
performance completed to date.

If the contract terms and the entity’s activities
do not fall into any of these 3 situations, then
under IFRS 15 the entity recognises revenue
for the sale of that good or service at a single
point in time, being when control has passed.
Transfer of risks and rewards of ownership
is only one of the indicators that will be
considered in determining when the transfer
of control occurs.

The Group has assessed that IFRS 15 does not
have significant impact on how it recognises
revenue from the provision of services.

For contracts with customers in which the sale
of finished goods is generally expected to be
the only performance obligation, adoption
of IFRS 15 does not have any impact on the
Group's revenue or profit or loss. The Group
considers the revenue recognition to occur
at a point in time when control of the asset
is transferred to the customer, generally on
delivery of the goods.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
REEXP M HRRM T (&

3. 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 three 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

(ili) E-Commerce solutions segment — Provision
of marketing strategy and management of
operation of online shop on e-commerce
platform

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.

3. WAR 7 EREH

WA E B m R REHE
BRES  FHREERNRE
fIHER -

REBBUAT=E2HIE :

(i) |EHKT (JO20)) RT =
7> &b — $H & B 12 €020
o 7 AR A%

(i) FEETHE ((REBTH
B BATES S —ZHE
FEEFaRABEARATR

(i) BEFRABHRT RS I — 12
HEHERBLRETEABF AR
LERHEEER

AEENERD BERETAE
mAMRBORBEEBENL - BB
BEBFETROEM R EHE
B MURETDDRETER - )
EERENHBENEREOE
L= PN

N

DHEETEEEERARX
He nMEETBRRELCREE -
NHABETEEEEEE -

N
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (continued)
REEZPHM KRR T @)

3. Revenue and segment information 3
(Continued)

. WARDHER (&)

(i) Information about reportable (i) 2H2HNER - EER
segments profit or loss, assets and BEER :
liabilities:
020 solutions IDM solutions E-Commerce
segment segment solutions segment Total
00FRFRAY HAETHEEASRIY EFEBRARELD ast
Unaudited Unaudited Unaudited Unaudited
FEEH FEEH FEEH FEEH
Six months Six months Six months Six months
ended 30 June ended 30 June ended 30 June ended 30 June
BEAR=1H BEAR=1H BEAB=TH BEAB=TH
1EfEA 18R 1t A 1A
2018 2017 2018 2017 2018 2017 2018 2017
“E\F ZF—tf T\ ZF-tF )\ ZF-+tF “T-\F Z5-tf
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARETR ARETT ARETR ARETT ARETT ARETR ARETR
Revenue KEIND
fromexternal ~ EEWA
customers 2,141 7,748 2,068 1,080 5,749 - 10,558 8828
Segment (loss) 5% (B)/
profit bl (3,005 (11,271) (1,897) 41,697 (3,985) - (8,977) 30,426
Interest revenue | BUA 4 3 2 6 19 = 25 9
Interest expense 237 293 430 - = - = 293 430
Depreciation  HEREH
and
amortisation 611 5782 362 374 3,387 - 4,360 6,156
Share of result (s —Fi
ofan EVNGE+
associate - - (419) (334) - - (419) (334)
Income tax iR
(credity (B8)/
expense b4 24 2,054 - - (720) - (696) 2,054
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
REERPHAMBERRME @

3. Revenue and segment information
(Continued)

(i) Information about reportable
segments profit or loss, assets and
liabilities: (Continued)

3. WARZHBER (&)

(i) 22N ER - EER
BEER  (#)

020 solutions IDM solutions E-Commerce
segment segment solutions segment Total
00FRARAD  GRETREBRIEAR EITERBAAELY st
Unaudited Audited  Unaudited Audited  Unaudited Audited  Unaudited Audited
AEEY mEn ROER mEn  ROER mEn ROER oz
30June 31December ~ 30June 31December  30June 31December 30 June 31 December
2018 2017 2018 2017 2018 2017 2018 2017
F\E ZRtE CT\E ZEtF SN CRtF CE)\F OCRtE
AR -8 A +-8 ~A +-8 A +-f
=tA =t-A =t =t-H =t =t-H =tA =t-A
RMB000  RMB'O00  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000
ARETT ARETR ARETR ARETR ARETT ARETR ARETT ARETR
Segment assets S EHAE 15475 76471 21,13 30,125 125,441 135,623 228,629 242219
Seqment liabiltes A8 & (303%3) (9006  (5429) (370 (0620) (679 (56440 (60,268
Ivestmentinan  R—FEA A7
associate 2 - - 2,628 3,047 - - 2,628 3,047

2018 HHIFRE HEEHEEERZERERAT



NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
RISERP M B RRMTE @)

3. Revenue and segment information 3. WARZZHER (&)

(Continued)

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

ERTBRAREBESEH
iR

Unaudited

RISEK
Six months ended 30 June

BEAA=THILAEA

2018 2017
—E-N\E “T—+F
RMB'000 RMB000

ARETR ARETT

Revenue WA
Consolidated revenue ERAWA 10,558 8,828
Profit or loss B
Total (loss)/profit of reportable segments  2H{H 3 (FiE) /wflEE (8.977) 30,426
Unallocated amounts: ApEed:

Unallocated head office and ROMBHERER

corporate expenses TEER (2,668) (4.258)

Provision for capital gain tax BAREEREE (300) -

Consolidated (loss)/profit for the period ~ Eiiz4 (E518),/ Al (11,945) 26,168
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (continued)
RISERP M B RRMTE @)

3. Revenue and segment information 3.
(Continued)

WARDEBER (&)

(iiilReconciliations of reportable (IW2ER2BEERERBE
segments assets and liabilities: BE :
Unaudited Audited
REER mEZ
30 June 31 December
2018 2017
“E-N\E “TtF
AA=tR  +ZA=t-A
RMB'000 RMB'000
ARETR AREFT
Assets &E
Total assets of reportable segments ERHTBEE 228,629 242,219
Unallocated amounts: AOBEE
Unallocated head office and AOEBEHERR
corporate assets rREEE 683 3,861
Consolidated total assets REREE 229,312 246,080
Liabilities =l
Total liabilities of reportable segments ~ 2®ALAEE 56,442 60,268
Unallocated amounts: AOREE
Contingent shares payables RS ARG 20,649 26,488
Unallocated head office and RAMBEHMERR
corporate liabilities rEaE 7,711 8,844
Consolidated total liabilities ReBaE 84,802 95,600
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (continued)
REEZPHM KRR T @)

3. Revenue and segment information 3. WARZZHER (&)

(Continued)
(iv) Geographical information: (iv) iR &R
Revenue A
The Group's revenue from external customers REFERBINGE P 2 A
by location of operations and information (REEMHE D) RBMIE
about its non-current assets by location of umEJ)ﬁFEﬁﬁﬂ (REEME
assets are detailed below: 7)) BT
Unaudited
REEX

Six months ended 30 June

BEAA=THLEAEA

2018 2017
—E-NE —T—+F
RMB’'000 RMB’000

ARBTT ARETT

The People’s Republic of China  ##E A R HFNE

("PRC") except Hong Kong (THED (TeiE
BE) 8,347 8,303
Hong Kong &% 2,211 396
Others Hith - 129
Consolidated total revenue RABIRA 10,558 8,828
In presenting the geographical information, RE2MUIBE R - A TIE
revenue is based on the locations of the REFPHAEMERL -

customers.

The Group's non-current assets are
substantially located in the PRC.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
B BHRRME @)

RER

4. (Loss)/profit before tax

4. BRFBAT (B5R), &R

(Loss)/profit before tax is arrived at after (crediting)/ $ SEHARBR) HEHE
charging: (GtA / HBR T % E -
Unaudited
REER
Six months ended 30 June
BEAA=THLXEAR
2018 2017
—E-N\F 2 +F
RMB'000 RMB'OO_O
AR%T R ARBTT
(a) Other income: (a) EftltA :
Bank interest income BRITFIEHA (25) ©)
Interest on other investments Hinik éﬂ g (57) -
Government grants BGE (240) (373)
Net foreign exchange gain B 54 W 3 = (12)
Gross rental income from REMEYIER)
investment properties i N (1,565) (1,426)
Property management and MEETR KA
related income WA (898) -
Value-added tax refund EERRN (334) (100)
Gain on disposal of property, plant and & % e
equipment (26) -
Gain on disposal of construction Hj%?:_tiilffiﬁ’ﬂilﬁlﬁﬁ
in progress ®3) =
Fair value change on contingent H&WM\Z’ nfE
shares payables & =E) (673) -
Others ﬁf‘@ (46) (313)
(3,867) (2,233)
(b) Finance costs: (b) BAEERA:
Interest expenses on bank loans BERAENTHERZ
wholly repayable within RITEZRFEBZE
five years 293 430
(c) Employee benefits expenses: (0 EIBAER
Salaries, bonus and allowance 54 K $E£ 10,320 13,791
Retirement benefit scheme contributions ~ EFRIEAEHE4 2,339 2,007
12,659 15,798
(d) Other items: (d) HfeEAE:
Amortisation S
~ prepaid land lease payments — T EEERR 28 28
- intangible assets — BV EE 3,352 4,884
Depreciation e i 1,008 1,296
Cost of inventories sold FEHEERR 788 659
Operating lease charges in respect of ERBTEMER
the office premises in Hong Kong FEIEE LM
and leasehold land in the PRC LEHEER 1,829 1,370
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EELP M BB o

. Income tax credit/(expense)

Income tax credit/(expense) has been recognised in
profit or loss as following:

NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

5. iIEHESR. (BR)

ERBHEERNAERES /(&
)T

Unaudited
RBEX
Six months ended 30 June
BEANA=THLAEA

2018 2017
—E-NE —ZT—+F
RMB’000 RMB'000
ARBTR ARBTT
Current tax — AEABIE —
PRC enterprise income tax PEI TR
(“EIT") (TEFmEH )
Provision for the period HAN S (1) =
Under provision in prior year BEFERETR (114) -
(115) =
Deferred tax EERE
Provision for the period BN 811 (2,054)
Income tax credit/(expense) Fr88iER (EA) 696 (2,054)

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 2018 and 2017.

PRC EIT has been provided at a rate of 25% (2017:
25%).

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

REREHERABRLES
(RBEZHEB] WRNRR
> AEEHABNRSRE R
HBRZHBSNEMMREH -

BE-Z—\FR-F—+LFA
AZ+ALAEA  dRFEE
3 4 R SR B ] W K BB
RS BLHR A -

B ¥EFTS R B 1R25%F K &
#H(ZE—1F 1 25%) °

g B B4 B R BUR R
s - EREAREKER RN
BRFERR B2 R0
D MBSRIED - R
CES IR
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

&

BRI BRRME &)

Dividends

The directors do not recommend the payment of
any dividend for the six months ended 30 June
2018 (2017: nil).

. (Loss)/earnings per share

(a) Basic loss per share

The calculation of basic loss per share
attributable to owners of the Company is
based on the loss for the period attributable
to owners of the Company of approximately
RMB9,911,000 (2017: profit RMB26,394,000)
and the weighted average number of
ordinary shares of 4,764,070,026 (2017:
4,762,033,424) in issue during the period.

(b) Diluted loss per share

The calculation of diluted 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
RMB9,911,000 and the weighted average
number of ordinary shares of 4,976,541,430
arising from the effect of contingent shares
payables.

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

6. RE

EZUTERREHEZE_T N
FRA=T+ B IR EA BN ERR
B(ZE—tF:8)-

7. B8R (F51E), BF
(a) BIREAEE

RARBREETRELRE
BT IR B AR A 7R 3R 4G HA
A& E A AR 9,911,000
T(ZE—tF: mMAR
#26,394,0007T) R BB A B
BT EBRZINEFHE
4,764,070,026/% (= T — &
F : 4,762,033,424f%) 5t -

BREEEE

—
O
~

RN B R FENG S EEEE
ThiR B AN A B AR R FEAG BRI S
B#H AR9,911,0007T & fE
N ABRDEENTEZ LB
J% hn#E I 15 £14,976,541,430
AT E -

BE_Z—tFRA=1+HL
HiE - R AR BHER R
BELEK  RIEE20E
R g AR o
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

8. Trade and other receivables 8. EWRF & E Mt FEURR

Unaudited Audited

RISEZ FeE== 3

30 June 31 December

2018 2017

—E-N\E —ZT—+F

AHB=+H +=-A=t+—8

RMB'000 RMB'000

ARETT ARBETT

Trade receivables (note) FEUERFR (Pt 3E) 3,326 22,824
Less: Allowance B (526) (913)
2,800 21,911
Advance payments to suppliers B R FIE 34 147
Deposits e 6,266 4,924
Prepayments AR 2,604 1,553
Other receivables H b FEUGR
— VAT receivables — (AR G 12,412 12,289
— Other receivables due from a — RIS E b 3kIA
service provider 5,000 5,000
— Other receivable — H R 3,065 2,003
- Others — Hfth 255 1,661
32,436 49,488

26 Smartac Group China Holdings Limited 2018 Interim Report



NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

AEFRTFHMBRRME @

8. Trade and other receivables 8. FE U BE X & H b FE UL &
(Continued) &)
Note: P E -

FEEERTPHE S GRFAEETR
RE - FEHBE—RNNI0E0KRZ
Ml EPBEAXMNBAMNRK - A&
B 7 SRAR 55 3 R A 75 B MR A R AR 92
Bl -EERRREEABHAMBE
HITE R -

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.

RIBHFERE - REEBUWRR (0

The ageing analysis of the Group’s trade receivables,

based on invoice date, and net of allowance, is as follows: FrffE) ZBRIR DT -
Unaudited Audited
30 June 31 December
2018 2017
—E-N\F —T—tF
AA=TH +-A=+—AH
RMB’000 RMB'000
AR®TR ARETT
Up to 3 months 3EAR 2,349 21,714
3 to 6 months 3Z6fEA 451 181
6 months to 1 year JERESES = 16
Over 1 year 15 E - -
2,800 21,911
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

RER PR BRRME @

x

9. Trade and other payables

9. BRI H L FE =K

Unaudited Audited

REEZ fEA

30 June 31 December

2018 2017

—E-N\F —E—tF

AA=+H +=ZA=+—H

RMB’'000 RMB'000

ARETT ARBTT

Trade payables (note) FERTERSR (i 5E) 2,397 2,938

Receipts in advance from customers Y ETEN 830 733
Payables for construction costs and BEKAREEWE -

purchase of property, plant and B E KRB R
equipment 891 966
Other payables Hfth AR

— Settlement obligations - BHEMR 4,462 2,778

— Other tax payables — HibERTRIE 193 1,284

— Rental deposits from tenants — BEPYER s BHERE 1,160 677

— Others — Efth 3,041 3,200

Capital gain tax payable BRI ET AR 5,968 5,581

Provision for social security costs HEREEAEE 4,068 3,345

Accrued expenses TBIREMA 2,339 3,958

25,349 25,460
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
RISERP M B RRMTE @)

9. Trade and other payables (Continued)

Note:

The ageing analysis of the Group’s trade payables, based
on the date of receipt of goods or service consumed, is

9. ENRRRHEMEMNRK
(4&)

Bt

REBEUKEAFAREEAAREZE
NERFRZ BRI DT -

as follows:
Unaudited Audited
RICERZ KEZ
30 June 31 December
2018 2017
—E-N\F —T—+F
AA=+HA +=A=+—H~
RMB’000 RMB'000
ARET AREBFIT
Up to 3 months 3EAR 124 661
3 to 6 months 3Z61EA 43 43
6 months to 1 year [JEENE:S - -
Over 1 year 1F B 2,230 2,234
2,397 2,938
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

AEERP M BHRRMEE &

10.Bank loans 10.8R1TE
The analysis of the Group’s bank loans is as REBRITERSTHT :
follows:
Unaudited Audited
RISER HEZ
30 June 31 December
2018 2017
—E-N\E —T—+tF
AA=tH +tZA=+—-H
RMB’000 RMB'000

ARETT ARETT

Secured bank loans repayable ER—EREEZ

within one year BEBRITER 10,000 10,500
The Group’s bank loans are repayable within one AREBVHRATEZAEAN —FENE
year. Bank loan of RMB2,000,000 is arranged o SR 1T E A R 2,000,000
at fixed interest rate and exposes the Group TC LA B E R R 5T B R AN £ B &
to fair value interest rate risk while amount of SARBENERR: ARE
RMB8,000,000 bank loans are arranged at floating 8,000,000 T #J$R1T & 2% Bl L2 &)
interest rates, thus exposing the Group to cash PR B - B AN = E AT
flow interest rate risk. M ERR o
As at 30 June 2018, the Group’s bank loans of RNR-T—NEXBE=+8 A&
RMB 10,000,000 are secured by: 1T E X AR %10,000,0007T

VAT 5ITE B #5480
— Charge over the building; — EEVE
— Charge over the prepaid land lease payments; — THMAEBEN R
- Charge over the investment properties; and — BEMYEZER &
- Personal guarantee provided by a director of — ARFMBRARY —BESR
subsidiaries of the Company (note 14(d)). 7 BB (HEE14d)) °
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
REEXP M HRRM T (&

11. 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 “OIld
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 2018 and
the year ended 31 December 2017, no options
were granted under the New Scheme. No options
were outstanding as at 30 June 2018 and 31
December 2017.

MNUEZEECRERS

BEBEARRBRRN-_"ZTE_FAH
A+ BEBNEERESR -
AR B 4 S BR A B B A 5T 8
(TE&tE)) EF2RESE
PR T ARAHAEEEME
= (MTERICFRTES  BY
E=YBYES)  EE (2R
M) BREKHRAA (P
XE aNREBERAERERE
15E) -

BEARRBRRN -_T——F1
AZ+ttR8TzZRRAFRE
TERBHORREE AR DRILE
Estdl (RIS RBEETE
E—ERNEAE - EER A
BEMTERSRGEXHESED
EAERN RGNS B E
R BR y — TR R A R AT B (T 3#at
B s=erlBERERER
THEEAMERZABRAL -

ARrEFHEE - §EERR
5 RN B TSP 1F B B
MAaERSEE -  SERBEE
BRERARFNEEBLFRES
BB RRBEBRERE R
AEERBRR - HetBN_T——
FRA-TERER BIFERTT
BUBSKIER] - BRI sz B at
TERERER

RBE-_Z-NFXA=THL
NERRBE_ZE—+F+=A
=T-BLEFER  TEREHR
BRI EMERE R =_F—
NERB=Z+HRZZ—LF+
“A=t—H - ITEEARTEZ
HBREE -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

&

12

RERTP R BHRERME @)
.Share capital 12. [ A
The Company
NG|
Number of  Nominal value
shares of shares
RAEE ROEE
HK$'000
BT
Authorised: ERE
Ordinary shares of HK$0.05 each BREGER0.05TM T AR
At 1 January 2017, 31 December 2017, RZE—t§-A-H"
1 January 2018 and 30 June 2018 S a3
+=A=+-R"
“E-\§-A-BkK
—Z-\FRA=+H 8,000,000,000 400,000

Number of
shares
RPEE

Nominal value  Nominal value

of shares of shares
BRAHEE BRAHEE
HK$'000 RMB'000

BETT ARETR

Issued and fully paid: ERTREHR:
At 1 January 2017, RZZE—+F—-A-H"

31 December 2017 and —T—tF

1 January 2018 +ZA=+—-HEK

—E-N\§F—-A—H 4,762,033,424 238,101 214,067

Issue of shares upon RERERDEETRG

consideration shares CES

granted (note) 61,437,500 3,072 2,554
At 30 June 2018 RZZE—/\F~A=+tH 4823470924 241,173 216,621
Note:  On 25 June 2018, 61,437,500 consideration Wex: RZZFTE—NFRAAZ+H

shares were issued at HK$0.106, based on
the closing price of the Company’s shares
on 22 June 2018, of which approximately
RMB2,860,000 (equivalent to HK$3,441,000)
was credited to the Company’s share premium
account, and approximately RMB2,554,000
(equivalent to HK$3,072,000) was credited to

share capital.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

AEFRTFHMBRRME @

13.Commitments 13. 7%
(a) Capital commitments (a) EAREIE
At 30 June 2018, the Group had no capital RZZT—N\FARA=+H &
commitment for property, plant and SEHERBEHE 2 ME  HE
equipment contracted but not provided for R ERAE (ZE—+
(31 December 2017: nil). F+-A=+—H:&)-
(b) Other commitments (b) EAthRiE
At 30 June 2018, the Group had certain RZZ—N\FARA=+H K
commitments in respect of the outstanding SEBATH B R RBRTK
capital contribution of the following HESBELRTHRIE:
subsidiaries:
Unaudited Audited
REER &%
30 June 31 December
2018 2017
—EB-N\EF —T—+F
RA=+H +=ZA=+—H
RMB’'000 RMB'000
AR®TT AREFT
Solomedia Digital (Shanghai) WFEmRE (H8)
Limited BRAF 2,535 2,501
Solomedia (Yixing) Limited SFHIERE (BHR)
BRAR 21,972 21,676
Haihai Travel Cloud Limited MR IR AR AR 4,209 4,152
Cosmartec Limited RTBERMARAT 25,353 25,010
REBBERH (H8) BRAFE REMERE (H8)
BRLAA 845 834
Cloutac Networks Limited BEREERAT 414 408
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

REEZPPMBRRME @)

14.Related party transactions

(a) Transactions with related parties

14.BBE AR5

(a) REEEE T 2R 5

Unaudited
REER
Name of Nature of 30 June 30 June
related parties Relationship transaction 2018 2017
—E-N\E —Tt#
)Rt [ [E4 REUHE ~A=TH ~A=TH
RMB'000 RMB’000
ARBTR ARBFL
Shanghai Zewei Information ~ An associate Service cost charged - 1,358
Technology Company
Limited
LEREEERMERAR  —EHELNF ZATRRIER A
fhEm%ER (L8) Controlled by two ~ Service income 437 =
BRAR directors of received
subsidiaries of
the Company
and two senior
management
personnels of
the Group
BARAMBARZ  WEBRBRA
REEENAEE
MEmRERAR
|

34  Smartac Group China Holdings Limited 2018 Interim Report



NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

AEFRTFHMBRRME @

14.Related party transactions (Continued)

14.BBBE AR5 (&)

(b) Due from/(to) related parties (b) FEUR (FEfT) RAEE
(Continued) (%)
Unaudited Audited
REER &ER
30 June 31 December
Name of related parties Relationship Terms 2018 2017
N —2-0\E —E-tF
BEnER i RHHRH AA=tH TZA=1+-H
RMB'000 RMB'000
ARET ARBTT
Lucky Creation Enterprise Non-controlling interest  Unsecured, interest-free (4,932) (4,865)
Limited of the Group and repayable on
and controlled demand
by a director of
subsidiaries of the
Company
AEEGETREG RS BER SERENE
KATNEARZ - KEHE
BEEEH
Singutac Group Holdings Controlled by a senior  Unsecured, interest-free 83 82
Limited management and repayable on
personnel of the demand
Group and a director
of subsidiaries of the
Company )
FHEHERERAR aRSE-AEAER  BER SSIARR
ABRARANMER  KEEER
2 —REERT
Singutac Limited Controlled by a senior  Unsecured, interest-free - 162
management and repayable on
personnel of the demand
Group and a director
of subsidiaries of the
Company
AHLHARAT EKEI %m%&"‘i@ WF RER
ABRARTHER e
Al —HEEEH
BNHEATIEEARAA Controlled by a senior  Unsecured, interest-free - 500

management
personnel of the
Group and a director
of subsidiaries of the
Compan

FEEE ZERER
A £EHEH

and repayable on
demand

BER 2ORARE
SEEE
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

AEFRTFHMBRRME @

14.Related party transactions (Continued) 14.B8¥HE X5 (&)

BAa

directors of
subsidiaries of the
Company and two
senior management
personnels of the

REE

REB AR N

and repayable on
demand

EM TMTE Aym% B SR RANEX
$ i

BER

(b) Due from/(to) related parties (b) FEUR (FEfT) RAEE
(Continued) (%)
Unaudited Audited
REEG &ER
30 June 31 December
Name of related parties Relationship Terms 2018 2017
R —2-N\§ —Ttf
BEnER i REHER AA=tH TZA=1+-H
RMB'000 RMB'000
ARBTT ARBTT
Kwan Che Hang Jason Senior management Unsecured, interest-free (43)
personnel of the and repayable on
Group and director demand
of subsidiaries of the
B Company
BiEE 7%%@2#& g iﬁ)\ BER 2ORENE
ERAAFNEAT  YEER
A £
Kwan Che Ho Jacky Senior management Unsecured, interest- (700)
personnel of the bearing of 10% per
Group and director annum, RMB500,000
of subsidiaries of the  repayable on demand
Company and RMB200,000
repayable on or
before 28 September
N ~ 2018
[t RASEVEREEN  HER B10%2E
ERAREMBAR  FIEHE - ARE
2%% 500,000 A1 2
KEEERARE
200,0007LZR =%
“NFAAZTNR
FZAIER
fRIEERZH (L) Controlled by two Unsecured, interest-free (129)
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

AEFRTFHMBRRME @

14.Related party transactions (Continued) 14. BBAR S (&)

(c) Due to directors (c) B EEFIE
The amounts due to directors are unsecured, ERNESREAEER £8
interest-free and repayable on demand. RARERFERE -

(d) Guarantees provided by related d)FEEL ARITHEREIR
parties for banking facilities IR
Details of guarantees provided by related BB AR TAEE 2 RITHE
parties for banking facilities granted to the BEERFTINMEE10 -

Group are set out in note 10.

(e) Key management personnel (e) EEEBEAE M
remuneration

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

Unaudited
RBEX
Six months ended 30 June
BEANA=1THLAEA

2018 2017
—E-N\F ZE—tF
RMB’000 RMB'000

ARBTFT ARETT

Short-term benefits EHRIE 2,517 2,288
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
REEXP MK RRMETE @)

15.Fair value measurements 15. 2 REFTE

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.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

REEZPPMBRRME @)

15.Fair value measurements (Continued) 15.A L{E:TE (&)

The Group’s policy is to recognise transfers into $%l WBORRIERBEF 3K
and transfers out of any of the three levels as of % S EBHEERNEM=ERR
the date of the event or change in circumstances BAREHER
that caused the transfer.
(a) Disclosure of level in fair value @R=ZF—NESA=TH
hierarchy at 30 June 2018: HWARBESEREBIEERS
A
Fair value measurements
as at 30 June 2018 using:
AAENBR-Z-NENA=TRHA:
Description Level 1 Level 2 Level 3 Total
EE El el %=® @

RMB'000  RMB'O00  RMB'000  RMB'000
ARBTRE ARBTR ARBTR ARBTR

Recurring fair value REMDR
measurement; Bt
Investment properties BREMME
— Commercial PRC —hEEE S S 56,800 56,800
Financial liabilities tREE
- Contingent shares payables ~ — g5
B - - 20649 20,649
Equity investments at FVTOCI AR E3TA
Hth2EE
RRARE
— Unlisted equity securities — L WARA
&3 s - 2,800 2,800

2018 HHIFRE HEEHEEERZERERAT
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

REEZPPMBRRME @)

15.Fair value measurements (Continued) 15.A L{E:TE (&)

(a) Disclosure of level in fair value @R==F—N\EX<B=1+H
hierarchy at 30 June 2018: (Continued) WARBESHREBEERS

o ()

Fair value measurements
as at 31 December 2017 using:
DAEHER-F—tF+=A=+—ARA

Description Level 1 Level 2 Level 3 Total
B £ £ F=E it

RMB'O00  RMB'O00  RMB'000  RMB'000
ARETE ARETR ARETT ARETRE

Recurring fair value REMDR
measurement; BtE
Investment properties REMYME
— Commercial PRC — R = = 56,600 56,600
Financial liabilities SREE
- Contingent shares payables — — etk
i = = 26,488 26,488
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

ERPRMHRRME @

15.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 2018:

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

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

The fair value of the Group’s investment
properties at 30 June 2018 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.

The contingent shares payables represented
the fair value of the consideration shares to
be issued to the vendor in the acquisition
of LCE Group Limited (“LCE Group”). The
fair value of the consideration shares was
approximately RMB20,649,000 (equivalent to
HK$24,434,000) as at 30 June 2018 calculated
based on the closing price of the Company’s
shares at 30 June 2018 and the actual and
forecasted profits of LCE Group.

15. 2 REFTE (&)

(b) AN B B A B 5 B2 7 2

R-E—NEXA=1A
RAEHEEAHOEED
ERBBIRE :

AEENU B RER BN R
WAHENEEREBRAER
E BREZEAREFE-
MR EEERAERSERZ
ERREAEBN - WHEE
HEESTFHDMRRE
mitERFEARER

HRE=BARMENE A%
B — s B R WA
1 DA R 3T R T B A B A i
ERE(THE -

RZE-NFXA=FTAH ' K
SEREUEME 2 AR ETHR
RRABRCAGE - BFTA
BEBHMBG ZBSRAFE
BERIRETST ARG 2HE
TRAFEE - YHREENER
BERAEHEZENEE - %
HER— AR ERTT
ERHEBRARET »

JEfF sk AR RR {9 38 R MR BB
LCE Group Limited ([LCE
Group)) B+ & RE F 1T
MREBRMZAAE - N=F
—NEXNA=+H REBRHD
Z AR EHARE20,649,000
70 (M8 5 1 75 24,434,000
TC) IR EARARATROR =T
—NERNA=ZTHHEHER
LCE GroupZ B Kk IE{H 5% F

==
al >+
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

STATEMENTS (Continued)
RBEZP M BHMRMETE @)

15.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 2018:
(Continued)

The fair value of equity investments at
FVTOCI of RMB2,800,000 as at 30 June 2018
represented the cash consideration to be
received by a non-wholly owned subsidiary
of the Company upon a disposal of its
equity interest of an unlisted equity security,
which was subsequently completed after the
reporting period, which were disclosed in note
17.

16.Significant investments, acquisitions

and disposals

Except disclosed in note 17, the Group did not
have any other significant investments, material
acquisitions and disposals during the period.

17.Non-adjusting events after the

reporting period

On 8 June 2018, Smartac Solutions (Suzhou)
Limited, a non-wholly owned subsidiary of the
Company, as the vendor entered into a conditional
sale and purchase agreement with the purchasers,
to dispose of its 2.1803% equity interest in &
SRFERZRSBMR AR, which engaged
in restaurants and catering business, for a cash
consideration of RMB2,800,000 (the “Disposal”).
EBREFEREREAERAT is not a subsidiary
of the Company and the Disposal was completed
on 6 August 2018.

Saved for the above, there were no material non-
adjusting events after the reporting period.
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18.Seasonality

The Group’s revenue from E-Commerce solutions
segment is subject to seasonal fluctuations, with
peak demand in the fourth quarter of the year. The
said seasonal fluctuations are primarily due to the
increase of purchases during particular promotion
events, such as “Double 11” and “Double 12" in
the fourth quarter. For the six months ended 30
June 2018, revenue from E-Commerce solutions
segment represented 14.7% (six months ended 30
June 2017: 22.3%) of the annual revenue in the
year ended 31 December 2017.

19.Contingent liabilities

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

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

NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)
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18. =%
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HiIEANER - KRB EFREBER
FESPZBAEHEE=_T—+
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HRAREE
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RARMEFUELCE Group (—
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (Continued)

AEERP M BHRRMEE &

19.Contingent liabilities (Continued) 198 R8T\ (&)

As disclosed in annual report 2017, the Group paid
HK$70,000,000 (equivalent to RMB58,358,000)
to the vendor during year 2017 and the Group
has made provision for capital gain tax of
RMB5,581,000 as at 31 December 2017.

On 25 June 2018, 61,437,500 consideration shares
were issued upon the satisfaction of the target
profit for the year ended 31 December 2017
pursuant to the terms of the sale and purchase
agreement dated 10 October 2017. Neither the
Group nor the vendor has reported the share
transfer transaction or has settled the EIT to the
PRC tax authorities. The directors, after consulting
the Group's PRC legal counsel, are of opinion that
an additional provision of RMB387,000 based on
the consideration shares issued to the vendor as
of 30 June 2018 should be made, and considered
that the risk of having a penalty imposed by the
PRC tax authorities is reasonably low.

Apart from the above, the Group has no other
material contingent liabilities as at 30 June 2018.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL
STATEMENTS (continued)

&

RER PR BRRME @

20.Future plans for material investments

21

or capital assets

Saved as disclosed in note 13, the Group had not
executed any agreement in respect of material
investments or capital assets and did not have any
other future plans relating to material investments
or capital assets as at the date of this interim
report.

.Approval of the unaudited Interim
Financial Statements

The unaudited Interim Financial Statements have
been approved and authorised for issue by the
Board on 31 August 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEFWR DT
Caution regarding forward-looking

statements

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

Review of results and operations
Business Review

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

BRI E S

AEHEE & i Mo AT # A A IE 1R
it ARRAAF B RS ARRERH
ER XARRRRE R ESHNER
REAE o BIREMEBRGRS R B AR A
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ZERBEARLESIREREENK
EFEAFR MR RSN A ER
w= - EHEARE AL ERD
B REEREMATAEBMDKRE
ZERME MR - WREFAEZERE Lt
R =K E A N EE H R LA A3 AR
EE -BRIBAEFERSERE
7 RIAS X B 3 3 7 5% 5 AR 1 R B
EANEREXEBRIEE - ARAE
FEEBANHAEZEHBELR

= o

FERRERR
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I 2 R () 0208 R T R H 8 2
14 E RO20% AW  (MFAT
THERATRES B2 ETRETE
BARBIR R 5 R R (i) T B RS A
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEEBNWMEDN (@)

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

Shopping malls’ clients in Shanghai are our main
customers. 020 services provided tailormade
social customer relationship management (CRM)
platforms, big data management for retail sectors
and maintenance service for voice recording system
and call center system to our clients. The use
of big data in the social CRM platforms assist
clients in understanding consumers’ behavior
and personalizing customers’ experience which
make targeted promotion and marketing activities
possible for clients. The operating results for 020
solutions segment for the six months ended 30
June 2018 (the “Current Period”) continued to
be under performing with the decline in sales
order for social CRM and 020 marketing solutions
services. Segment revenue for the Current Period
recorded approximately RMB2,741,000, a drop by
64.6% from approximately RMB7,748,000 in the
corresponding period of last year.

EBREERT (/)
YIEOIRE (&)

() O208# AT 7555

R EENEEER ARMNE
BEFE o HMIRE020RERIE
TREUARSEERTE TET
¥R EETERBERHRELRK
IR LRFZHEELERE - &
BHREEEBRFE O REE
BHEFTHREBETARER
BALER HAEHEFITHM
RS A& /EE) - 020 AP R
DBREE_ZFT—NEFA=ZT
HiENEAR (TRH] ) 2&&
EERBERNEREEERTAN
020 SRR RHVHE T HEIF
MRIRAE o NERERB D FRAL
AR#2 741,0007T © REERH
H# A REE7,748,0007CH L T 2
T64.6% °
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEEBNWMEDN (@)

Review of results and operations (Continued) 348 K& K& R (&)

Business Review (Continued) ¥KEIEE (&)

(i) IDM solutions segment (i)

IDM  solutions segment provided digital
advertisements and promotion articles for
customers through our WeChat official account
in Shanghai and WeChat Pay payment service in
Hong Kong. In January 2018, the Group terminated
its cooperative agreement with Tianjin China
Resources Vanguard Limited due to uncertainty
of income stream. During the Current Period, the
Group through its subsidiary, Haihai Travel Cloud
Limited (“Haihai"”) which is an authorized WeChat
Pay service provider in Hong Kong, continued
to assist merchants with WeChat Pay payment
access, settlement and marketing campaigns that
WeChat Pay offered. As at 30 June 2018, Haihai
had been working with over 1,000 merchants who
engaged in retailing businesses such as medical
and pharmaceutical services, cosmetics and beauty,
jewellery, apparel, food and beverage, so as to
offer customers a more convenient and fast mobile
payment option when making both online and
offline purchase. Segment revenue for the Current
Period recorded approximately RMB2,068,000, a
significant increment of 91.5% from approximately
RMB1,080,000 in the corresponding period
of last year mainly due to the increase of
commission income and related sales contributed
by the WeChat Pay business of approximately
RMB1,895,000 partially offset with the drop of
revenue from digital advertisements and promotion
articles of approximately RMB907,000.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEEBNWMEDN (@)

Review of results and operations (Continued) 348 K K& R (&)
Business Review (Continued) ¥KEIEE (&)

(ifi) E-Commerce solutions segment (ili) EF B BEAEARTT 5D

The Group started to engage in E-Commerce
solutions business through the completion of
acquisition of LCE Group since 28 December
2017. On 25 June 2018, the Company issued
consideration shares of 61,437,500 ordinary shares
to the vendor following the satisfaction of profit
guarantee of LCE Group for the year ended 31
December 2017 pursuant to the terms of the sale
and purchase agreement dated 10 October 2017.

This segment began to contribute results to the
Group in the Current Period. During the Current
Period, the main service is to build and operate
single and multi-brand e-commerce platforms
and flagship stores on multiple online channels
for clients and provide end-to-end e-commerce
solutions that were tailored to meet clients’
unique need. Segment revenue of approximately
RMB5,749,000 for the Current Period mainly
consisted of commission income of approximately
RMB3,201,000 calculated based on a percentage
of the gross merchandise value recorded in the
online stores operated by the Group, consultation
and maintenance service income of approximately
RMB1,322,000 to cover the operating cost of
running the online sales operations on behalf
of clients and sales of goods through its own
online shops and platform of approximately
RMB1,011,000 and other services such as
warehouse and logistics management and product
photography.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEEBNWMEDN (@)

Review of results and operations (Continued)

Financial Review
Revenue

Revenue for the Current Period expanded by 19.6%
from approximately RMB8,828,000 for the six months
ended 30 June 2017 (the “Corresponding Period")
to approximately RMB10,558,000. The increment
was mainly contributed by the effect of E-Commerce
solutions segment and growth of WeChat payment
business in the Current Period partially offset with the
decline of revenue in 020 solutions segment.

Hardware, telecom and direct operation costs

Hardware, telecom and direct operation costs consisted
of hardware cost, software cost, installation cost,
telecom operation cost and other direct costs. The
balance for the Current Period dropped by 50.5% from
approximately RMB4,860,000 in the Corresponding
Period to approximately RMB2,407,000 mainly due to
the decrease in hardware and software cost for 020
solutions segment and operation cost for IDM solutions
segment.

Employee benefits expenses

Employee benefits expenses for the Current Period
recorded a decrease of 19.9% from approximately
RMB15,798,000 in the Corresponding Period to
approximately RMB12,659,000 mainly due to the net
effect of the reduced headcounts in the 020 solutions
segment and IDM solutions segment and the increase
in headcounts contributed from the E-Commerce
solutions segment.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEEBNWMEDN (@)

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
for the Current Period dropped by 25.8% from
approximately RMB9,207,000 in the Corresponding
Period to approximately RMB6,828,000 mainly because
of the full period effect of decrease in number of
subsidiaries and branches of 020 solutions segment
and IDM solutions segment.

Amortisation of intangible assets

Amortisation of intangible assets for the Current
Period decreased by 31.4% from approximately
RMB4,884,000 in the Corresponding Period to
approximately RMB3,352,000. The amount for the
Corresponding Period represented amortisation charge
arising from internally generated software in 020
solutions segment while that for the Current Period
mainly represented the amortisation charge arising
from customer relationship of E-Commerce solutions
segment.

Reversal of provision for onerous contracts

Reversal of provision for onerous contracts of
approximately RMB50,575,000 for the Corresponding
Period represented a non-recurring reversal of provision
of commitment upon the termination of railway Wi-Fi
operation.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEEBNWMEDN (@)

Review of results and operations (Continued)
Financial Review (Continued)
Provision for capital gain tax

Provision for capital gain tax of approximately
RMB300,000 was made for the Current Period
when the Company allotted and issued 61,437,500
consideration shares to the vendor upon the satisfaction
of profit guarantee of LCE Group for the year ended 31
December 2017 according to Public Notice No. 7 and
Public Notice No. 37 issued by the SAT.

Prospects

Looking forward, it is expected that continuing and
consistent growth of online shopping industry in the
PRC and widespread use of mobile payment in Hong
Kong can contribute prospective revenue stream
to the Group. The Group will focus on integrating
e-commerce, physical retail, logistics and mobile
payment in order to enhance consumer shopping
experience, expand consumer base and increasing
profitability. In order to maximize returns to the
shareholders, the Group, from time to time will strive
to explore business expansion, technical cooperation
and investment opportunities.

Liquidity and financial resources

As at 30 June 2018, the Group's cash and cash
equivalents were approximately RMB26,206,000 (31
December 2017: approximately RMB20,532,000) and
bank loans were RMB 10,000,000 (31 December 2017:
RMB10,500,000). All bank loans were denominated
in Renminbi and repayable within one year. Bank
loans of RMB2,000,000 (31 December 2017:
RMB2,500,000) and RMB8,000,000 (31 December
2017: RMB8,000,000) 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 subsidiaries of the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEEBNWMEDN (@)

Liquidity and financial
(Continued)

resources

The Group monitors capital on the basis of the debt-
to-adjusted capital ratio. This ratio is calculated as
net debt divided by adjusted capital. Net debt is
calculated as total debts less cash and cash equivalents.
Adjusted capital comprises all components of equity
(i.e. share capital, share premium, retained profits
and other reserves). As at 30 June 2018, the debt-to-
adjusted capital ratio was 15.26% (31 December 2017:
20.44%). The decrease in debt-to-adjusted capital
ratio during the Current Period resulted primarily from
increase of cash and cash equivalents. It is the Group's
strategy to keep the debt-to-adjusted capital ratio as
low as feasible.

Human resources

As at 30 June 2018, the Group had a total of
approximately 107 employees (As at 30 June 2017:
approximately 82 employees). Employee benefits
expenses (including directors’ emoluments) for the
period were approximately RMB12,659,000 (30 June
2017: approximately RMB15,798,000). Employees were
remunerated based on their performance, experience
and prevailing industry practice. Bonuses and rewards
might also be awarded based on individual staff
performance and in accordance with the Group’s
overall remuneration policies. The Group’s management
reviewed the remuneration policies and packages on
a regular basis. The Remuneration Committee of the
Company’s Board is responsible for overseeing and
reviewing the remuneration packages of the directors
and senior management.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEEBNWMEDN (@)

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.

Pledged assets

As at 30 June 2018, the following assets of the Group
were pledged as securities, among others, for the
banking facilities granted by its bankers:

(i) Charge over the building with carrying amount of
approximately RMB5,448,000 (31 December 2017:
approximately RMB5,646,000);

(i) Charge over the prepaid land lease payments
with carrying amount of approximately
RMB2,090,000 (31 December 2017: approximately
RMB2,118,000);

(i) Charge over the investment properties with fair
value of approximately RMB56,800,000 (31
December 2017: approximately RMB56,600,000);
and

=

(iv) Personal guarantee provided by a director of

subsidiaries of the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EEEBNWMEDN (@)

Contingent liabilities

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

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

As disclosed in annual report 2017, the Group paid
HK$70,000,000 (equivalent to RMB58,358,000) to
the vendor during year 2017 and the Group has made
provision for capital gain tax of RMB5,581,000 as at
31 December 2017.

On 25 June 2018, consideration shares of 61,437,500
were issued upon the satisfaction of the target profit
for the year ended 31 December 2017 pursuant to
the terms of the sale and purchase agreement dated
10 October 2017. Neither the Group nor the vendor
has reported the share transfer transaction or has
settled the EIT to the PRC tax authorities. The directors,
after consulting the Group’s PRC legal counsel, are of
opinion that an additional provision of RMB387,000
based on the consideration shares issued to the vendor
as of 30 June 2018 should be made, and considered
that the risk of having a penalty imposed by the PRC
tax authorities is reasonably low.

Apart from the above, the Group has no other material
contingent liabilities as at 30 June 2018.
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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 2018, 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 of Hong Kong
Limited (the “Stock Exchange”) pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests and
short positions which the Director is taken or deemed
to have under such provisions of the SFO); or (b) were
required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein; or (c) were
required, pursuant to the Model Code to be notified to
the Company and the Stock Exchange were as follows:

Long positions in the shares
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Number of shares

RABE

Approximate

percentage

Personal Other Total of total share

Name of director Capacity interest interest interests capital

Exps 56 BARR Hitgz BREE NEBRAEDL

Yang Xin Min Beneficial 592,573,880 - 592,573,880 12.29%
BHR En

Yang Zhen Beneficial 1,336,000 = 1,336,000 0.03%
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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 2018, 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.
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Long positions in the shares B zia
Number of shares
RABE

Approximate

percentage

Personal Total of total share

Name of shareholder Capacity interest interests capital
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Yang Xin Min Beneficial 592,573,880 592,573,880 12.29%
BAR 5

HK DYF Int'l Holding Group Limited Beneficial 260,536,000 260,536,000 5.40%
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2018 HHEISRE HESREEZERERAT 57



OTHER INFORMATION (continued)
Hib & @

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 2018, no options
have been granted under the New Scheme. No options
were outstanding as at 30 June 2018 and 31 December
2017.

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
2018.

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.
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OTHER INFORMATION (continued)
Hib & @

Material litigation

During the six months ended 30 June 2018, 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 2018,
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.

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 2018.
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OTHER INFORMATION (continued)
Hib & @

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 2018.

By order of the Board
Yang Xin Min

Chairman

Hong Kong, 31 August 2018
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